
PART IV. TEXAS SAVINGS AND LOAN DEPARTMENT 
Authority: The provisions of this Part IV issued under Acts 1943,48th Leg., p. 128, ch. 97, subch. I, art. 14, effective August 10, 1943, as amended 
(Texas Civ. St. art. 342-1 14), unless otherwise noted. 

CHAPTER 51. CHARTER APPLICATIONS 

$51.1. Form and Content of Application to Incorporate; Requirements for Capital Stock and Paid-In Surplus or 
Savings Liability and Expense Fund; Payment Before Opening for Business. 

(a) When articles of incorporation of a new association are presented to the savings and loan commissioner for his approval, 
such articles shall be accompanied by an application which conforms to the statutory requirements provided in the Texas 
Savings and Loan Act, 42.01, and states the proposed location of the principal office of the new association and the 
identity and qualifications of the proposed managing officer. There shall also be submitted with the application a 
facsimile of each proposed loan instrument and such additional information as may be required by the proposed bylaws 
of the association together with such statements, exhibits, maps, plans, photographs, and other data, sufficiently detailed 
and comprehensive to enable the commissioner to pass upon matters set forth in the Texas Savings and Loan Act, 
§2.07(a). Such information must show that the proposed association will have and maintain independent quarters with a 
ground floor location or its equivalent. The articles of incorporation and all statements of fact tendered to the 
commissioner shall be verified as required by the Texas Savings and Loan Act, 52.01. 

(b) No application to incorporate a new association shall be approved unless the application and evidence produced at 
hearing satisfy the commissioner that the proposed association has received subscriptions for capital stock and paid-in 
surplus in the case of a capital stock association, or pledges for savings liability and expense fund in the case of a mutual 
association, in the minimum amount of $3 million, with at least 80% of the total subscriptions being allocated to the 
capital stock account or the savings liability account, as applicable. - - 

(c) No association with an approved charter shall open or do business as a savings and loan association until the 
commissioner certifies that he has received proof satisfactory to him that the previously required dollar amounts of capital 
stock and paid-in surplus, or the savings liability and expense fund, as applicable, have been received by the association in 
cash, free of encumbrance. 

(d) No application to incorporate as association for an acquisition or merger under the Texas Savings and Loan Act, $2.13, 
shall be approved unless the application and evidence produced at hearing satisfy the commissioner that the proposed 
association will be capitalized in an amount sufficient to accomplish the purposes for which incorporation is requested, 
which shall be an amount sufficient to insure that, after the proposed acquisition or merger, the resulting association will 
meet and continue to meet applicable minimum net worth requirements. 

Source: The provisions of this (51.1 adopted to be effective January 1, 1976; amended to be effective September 20, 1985, 10 TexReg 3428; 
amended to be effective May 6, 1986, 1 1  TexReg 1872. 

$51.2. Use of Approved Forms. 

The commissioner shall furnish approved forms of application, and other information to aid in the filing of the application. After 
the application and its supporting data have been received by the commissioner, he shall make or cause to be made an 
investigation of the application. The Savings and Loan Department hereby adopts by reference the application for charter, as 
amended in August 1985. The form is available from the Texas Savings and Loan Department, 2601 North Lamar Boulevard, 
Suite 201, Austin, Texas 78705. 

Source: The provisions of this (51.2 adopted to be effective January 1,1976; amended to be effective December 6,1984.9 TexReg 631 1; amended to 
be efFective September 20,1985, 10 TexReg 3428. 

$51.3. Hearing on Charter Application; Subsequent Competing Application Filed Prior to Hearing; Amendments to 
Charter Applications. 

Within 10 days after the filing of a proper application, the commissioner shall set a date for a hearing on the application, which 
date shall not be more than 90 days after the date the application is filed. If an application for charter is filed at least 10 days 
before the date set for hearing of a pending charter application, for a location which, in the opinion of the commissioner, is for 
the same community as the pending application, such applications may be heard in one hearing to be held upon the date set for 
the pending application. In such cases, the proposed incorporators named in any such subsequent application shall cause the first 
two paragraphs of the notice required by 451.4 of this title (relating to Publication of Notice of Charter Application) to be 
published at least five days before the date of such hearing, and shall file proof of such publication at the hearing. In addition, the 
commissioner shall mail notice of such joint hearing to the parties set out in 45 1.5 of this title (relating to Notice to Associations). 
If any material change occurs in the facts set forth in, or if the applicant files any amendment of, the application filed with the 
commissioner under the provisions of this chapter, the amendment setting forth such change, together with copies of documents 
or other material relevant to such change shall be filed with the commissioner no less than 10 days prior to the date of hearing. 
Any amendment filed fewer than 10 days prior to the date of hearing shall be accepted only at the discretion of the hearing officer 
and the hearing officer may, upon motion of any interested party having filed notice of intention to appear at said hearing, 
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postpone or delay the hearing to a later date if it appears that such amendment materially alters the application on file. Provided, 
however, no additional publication of the date of such hearing shall be required. 

Source: The provisions of this 551.3 adopted to be effective January I, 1976; amended to be effective March 31, 1981,6 TexReg 935; amended to 
be effective May 6, 1986, 11 TexReg 1872. 

Cross References: This section cited in 7 TAC 551.9 (relating to Time of Decision on Charter Applications). 

851.4. Publication of Notice of Charter Application. 

The proposed incorporators shall publish at least 20 days before the date of the hearing, in a newspaper printed in the English 
language of general circulation in the county where the proposed association will have its principal office, a notice in the 
following form: 

"Notice is hereby given that application has been made to the Savings and Loan Commissioner of the State of Texas for the 
approval of a charter for Savings and Loan Association with principal office to be located at i n  the City of 

County, Texas. 
Notice is further given that hearing on the application will be held a t ,  on the d a y  of , 19 , in the offices 
of the Texas Savings and Loan Department, 2601 North Lamar, Austin, Texas 78705, pursuant to authority and jurisdiction 
granted by the Texas Savings and Loan Act, Texas Civil Statutes, Article 852a. 
The nature and purpose of the the hearing is to accumulate a record of pertinent information and data in support of the 
application and in opposition to the application, from which the commissioner shall determine whether to grant or deny the 
charter application. 
The applicants for charter assert that: 
1) the prerequisites to incorporation required by Chapter Two of the Texas Savings and Loan Act have been satisfied; 
2) the character, responsibility and general fitness of the persons named in the articles of incorporation command confidence and 
warrant belief that the business of the proposed association will be honestly and efficiently conducted in accordance with the 
intent and purpose of the Texas Savings and Loan Act, and that the proposed association will have qualified fulltime 
management; 
3) there is a public need for the proposed association and the volume of business in the community in which the proposed 
association will conduct its business indicates a profitable operation is probable; and 
4) the operation of the proposed association will not unduly harm any existing association. 
Any person intending to appear and to participate in the hearing on this application may do so only if written notice of such 
intention is filed with and received by the commissioner at 2601 North Lamar, Suite 201, Austin, Texas 78705, and by the 
applicant's agent named above, at least 10 days prior to the date of such hearing. Such notice shall include the docket number of 
the application. If a protest is filed, the hearing on the application may be continued to a later date at the same location. 
ISSUED in Austin, Texas, the d a y  o f ,  19 . "  

Source: The provisions of this 551.4 adopted to be effective January 1, 1976; amended to be effective May 6, 1986, 11 TexReg 1872. 

Cross References: This section cited in 7 TAC 55 1.3 (relating to Hearing on Charter Applications; Subsequent Competing Application Filed Prior 
to Hearing; Amendments to Charter Applications); and 7 TAC 551.6 (relating to Filing Proof of Publication). 

Notes of Decisions: A party which had notice and participated in the hearing does not have standing to assert the denial of constitutional rights of 
unnamed members of the public who did not receive notice because the newspaper was allegedly not one of general circulation. First State Bank, 
Hubbard, Texas v. Lewis, 560 S.W.2d 191, 192 (Tex. Civ. App.-Waco 1978, writ rePd n.r.e.). 

851.5. Notice to Associations. 

The commissioner shall mail notice of such hearing to all state and federal savings and loan associations with offices in the 
county of the proposed location or in any adjoining or adjacent counties within a proximity that might be served or affected by 
the proposed association. 

Source: The provisions of this $51.5 adopted to be effective January 1, 1976; amended to be effective December 19, 1978, 3 TexReg 4205. 

Cross References: This section cited in 7 TAC $5 1.3 (relating to Hearing On Charter Applications Filed Prior to Hearing; Amendments to Charter 
Applications). 

851.6. Filing Proof of Publication. 

At least 10 days before the hearing date the proposed incorporators shall file proof of publication in the manner provided in 
$51.4 of this title (relating to Publication of Notice of Charter Application) with the commissioner and if 10 days before the 
hearing date the commissioner has received no written statements of intention to appear in person or by attorney to protest the 
application from one or more parties, the hearing may be dispensed with by the commissioner. The commissioner shall notify 
the proposed incorporators at least five days before the date of the hearing in the event the hearing has been dispensed with. 

c 
Source: The provisions of this $51.6 adbpted to be effective January 1, 1976. 
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851.7. Hearing When Application Not Protested. 

When requested by the proposed incorporators, a hearing shall be held on the application even though there are no persons who 
have indicated a desire to be heard against it. 

Source: The provisions of this 551.7 adopted to be effective January 1, 1976. 

$51.8. Purpose of Hearing; Post-Hearing Investigation. 

The purpose of the hearing shall be to accumulate a record of all pertinent information, testimony, records, reports, and other 
data in favor of or opposed to the application upon which the commissioner shall make his determination of whether the 
application should be granted or denied. The commissioner may, in his discretion, make an independent investigation of matters 
raised in the hearing and, in the event he desires to base his decision on any evidence disclosed by such investigation which is not 
a part of the official record, he shall make the results of such investigation a part of the official record of the hearing and permit 
all parties to the hearing an o~portunity to be heard in respect thereto by reopening the hearing, if necessary. This shall be done 
within 30 days after the date of the original hearing. 

Source: The provisions of this 551.8 adopted to be effective January 1, 1976. 

Notes of Decisions: It is error to exclude competent evidence concerning an application, and such exclusion is sumcient basis to void an order. 
Merropolilan Savings and Loan Associalion v. Lewis, 535 S.W.2d 35, 37 (Tex. Civ. App.-Austin 1976), @d 550 S.W.2d 1 1  (Tex. 1977). 

851.9. Time of Decision on Charter Applications. 

The commissioner shall render his decision within 60 calendar days after the date the hearing is finally closed if the hearing was 
held in accordance with §5 1.3 of this title (relating to Hearing on Charter Application; Subsequent Competing Application Filed 
Prior to Hearing; Amendments to Charter Applications), or after the date on which the hearing is dispensed with, as the case may 
be. Provided, however, in cases of conflicting applications meeting the requirements of 92.12 of the Texas Savings and Loan Act, 
where one or more subsequent applications are filed before the first application is heard, the commissioner may delay his 
decision on all such competing applications until sixty (60) days after the last such application has been heard. 

Source: The provisions of this 55 1.9 adopted to be efFective January 1, 1976; amended to be effective June 1, 1976, 1 TexReg 148 1 ; amended to be 
effective May 6, 1986, 1 I TexReg 1872. 

Notes of Decisions: Rule requiring Savings and Loan Commissioner to render his decision within 45 calendar days after the date a hearing is closed 
is directory, and failure to render such decision within that time period will not invalidate the order. Lewis v. Jacksonville Building and Loan Assn. 
540 S.W. 2d 307 (Tex. 1976). 

851.10. Motions for Rehearing. 

In the event a motion for rehearing is filed pursuant to section 11.1 l(5) of the Texas Savings and Loan Act, as a condition 
precedent thereto, copies of such motion shall be sent to all parties who have appeared and participated in the hearing, and 
certification of such fact shall be made to the commissioner at the time of filing said motion; replies to such motions for 
rehearing must be filed with the commissioner within 25 days after the day the decision or order is entered, and the 
commissioner's action upon such motion for rehearing shall be taken within 45 days after the date of the original order or 
decision. If the commissioner's action is not taken within 45-day period, the motion for rehearing is overruled by operation of 
law 45 days after the date of rendition of the original order or decision. 

Source: The provisions of this 551.10 adopted to be effective January 1, 1976; amended to be effective January 2, 1984, 8 TexReg 5348. 

851.11. Definition of Community. 

In connection with any application for charter or for an additional office, the term "community" as used in the Texas Savings 
and Loan Act shall be considered to mean that geographical area so situated with respect to the proposed location that persons 
residing in such area could patronize the proposed office in the ordinary course of their business. 

Source: The provisions of this 551.1 1 adopted to be effective January 1, 1976. 

851.12. Identification of Office Site; Temporary Location. 

In connection with any application for charter or for an additional office, the proposed office site shall be identified with such 
particularity so as to exactly locate it within the community to be served. The commissioner may approve opening and operating 
a temporary facility for an approved charter or additional office, provided that such facility is within -mile radius of the approved 
permanent site and, further, provided that the operation of the temporary facility will cease immediately upon the permanent 
facility being completed for occupancy, but in any event no longer than 18 months, unless extended in writing by the 
commissioner. 

Source: The provisions of this 551.12 adopted to be effective January 1, 1976. 
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851.13. Qualifying Management. 

In determining the question of "qualified full-time management" of a proposed or new association: 
(1) a person shall be prima facie qualified if he is currently managing a savings and loan association in this state, or if 

at the date of filing an application he shall have had, next preceding such date, at least three consecutive years of 
practical experience in the executive management of a savings and loan association in this state; and 

(2) a person shall be prima facie disqualified if he has less than three years active experience in real estate mortgage 
lending or has been a bankrupt or made a voluntary assignment for benefit of creditors or has been convicted of a 
felony or defaulted on a fidelity bond or has had his license revoked under The Real Estate License Act or The 
Securities Act or the Insurance Code of this state. 

Source: The provisions of this $51.13 adopted to be effeclive January 1, 1976. 

Cross References: This section cited in 7 TAC $55.1 (relating to Qualification and Appointment of Agents for Loan Functions). 

951.14. [RESERVED] 
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CHAPTER 53. ADDITIONAL OFFICES 
Cross References: This chapter cited in 7 TAC 853.18 (relating to Offices and Remote Service Units in Other States or Territories); 7 TAC 859.1 
(relating to Foreign Building and Loan Associations); 7 TAC 863.2 (relating to Fee for Additional Office or Agency); and 7 TAC 563.3 (relating to 
Fee for Mobile Facility). 

953.1. Establishment and Operation of Additional Offices. 

No association shall establish or maintain an office other than its home office without the prior written approval of the 
commissioner. An association's home office means the place where an association has its headquarters and from where all of its 
operations are directed. An authorized or approved office of an association means the place where the business of the association 
is conducted, and with the prior consent of the commissioner may include facilities ancillary thereto for the extension of the 
association's services to the public. Any authorized or approved office of an association shall also mean, with the prior consent of 
the commissioner, separate quarters or facilities to be used by the association for the purpose of performing service functions in 
the efficient conduct of its business, but which service functions do not include the acceptance of loan applications or the 
payment or withdrawal on savings accounts. All offices of an association which are located outside the county or the domicile of 
its home office shall display a sign which is suitable to advise the public of the type of additional office which is located therein 
(such as branch, loan, or agency office) and the location of the home off~ce of such association. 

Source: The provisions o f  this 553.1 adopted to be effective January 1 ,  1976; amended to be effective May 29,1985, 10 TexReg 1540. 

553.2. Types of Additional Offices. 

The commi&ioner may authorize by his approval the establishment and maintenance of the following types of additional offices 
by an association. 

( 1 )  Branch offices at which the association, through its regularly employed personnel, may transact any business that 
could be done in the home office. 

(2) Loan offices at which the association, through its regularly employed personnel, may receive and process 
applications for loans and contracts and manage or sell real estate owned by the association but at which no other 
business of the association is carried on. 

(3) Mobile facilities at which the association, through its regularly employed personnel, may transact any business of 
the association that could be done in the home office except that loans, other than loans to borrowers on the 
security of their savings account shall not be approved at such facility and a detailed record of the transactions at 
such facility shall be maintained. 

(4) Administrative offices at which the association, through its regularly employed personnel, may transact 
administrative functions of the association. Such office may be located separate and apart from the location of any 
other facility of the association. No savings deposits or loan applications may be accepted at an administrative 
office. All original records of the association shall be present and maintained at all times at the home office of the 
association. 

Source: The provisions o f  this $53.2 adopted to be effective January 1 ,  1976; amended to be effective July 13, 1983, 8 TexReg 2345. 

853.3 Content of Branch OMice Application; Filing of Another Application; Notice; Publication; Hearing; Decision. 

Each application for permission to establish a branch office shall state the proposed location thereof; the location of other 
offices of the applicant and other associations within the community; the need therefore; the personnel and office facilities 
to be provided; the estimated annual volume of business, income, and expense of such office; and shall be accompanied 
by a proposed annual budget of the applying association. An association may file additional applications from branch 
offices. Each application shall be processed in the same manner as required for any other branch application. Each 
application for a branch office shall be set for hearing, notice given, hearing held, and decision reached in the same 
manner and within the time as provided in this chapter for new charter applications, and the hearing may be dispensed 
with under the same conditions. 

(b) Upon request, the commissioner shall furnish approved forms of the application and other information to aid in the filing 
of the application. After the application and its supporting data have been received by the commissioner, he shall make 
or cause to be made an investigation of the application. The Savings and Loan Department hereby adopts by reference 
the application for a branch office, as amended July 1987. 

Source: The provisions o f  this 853.3 adopted to be effective January 1 ,  1976; amended to be effective March 31, 1981,6 TexReg 935; amended to 
be effective May 29, 1985, 10 TexReg 1540; amended to be effective September 1 ,  1987, 12 TexReg 2716. 

Cross References: This section cited in 7 TAC 853.9 (relating to Exemption for Supervisory Sale). 

Notes o f  Decisions: Where there was conflicting testimony as to which comer o f  an intersection was the proposed location o f  the branch office, the 
testimony o f  the president o f  the branch office applicant was sufficient evidence to justify the commissioner's finding as to the proposed location. 
First Federalsavings and Loan Associalion oJNew Braunfils v. Lewis. 561 S.W.2d 38, 40 (Tex. Civ. App.-Austin 1978, writ refd n.r.e.). Where 
bank had notice o f  branch office application and participated in hearing, it had no standing to assert that constitutional right o f  due process o f  
members o f  the general public was breached. First State Bank, Hubbard, Texas v. Lewis 560 S.W. 2d 191 (Waco-1977) ref. n.r.e. 

953.4. Findings Necessary for Approval of Branch Office. 

The commissioner shall approve an application for a branch office if he shall have affirmatively found from the data furnished 
with the application, the evidence adduced at the hearing, and his official records that: 
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(I) the applying association has had no supervisory problems which would affect its ability to properly operate such 
office; 

(2) the proposed operation will not unduly harm any other association operating in the community of the proposed 
branch; 

(3) a separate enclosed office area will be provided (such enclosure may be by counters or railings of less than ceiling 
height); 

(4) the proposed branch office will have qualified full-time management; 

(5) there is a public need for the proposed branch office and the volume of business in the community in which the 
proposed branch office will conduct its business is such as to indicate a profitable operation to the association 
within a reasonable period of time; 

(6) the facility will commence operation within a period of 12 months after the date of approval unless an extension is 
granted in writing by the commissioner. No more than one 12-month extension will be approved by the 
commissioner. At the end of the first extension, if the office has not been opened, the authority for such office shall 
be forfeited; 

(7) the character, responsibility, and general fitness of the current directors and officers of the applicant are such as to 
command confidence and warrant belief that the branch office will be honestly and efficiently conducted in 
accordance with the intent and purpose of this Act. 

Source: The provisions of this 553.4 adopted to be effective January 1, 1976; amended to be effective November 22, 1978, 3 TexReg 3955; 
amended to be effective March 31, 1981,6 TexReg 935; amended to be effective July 13, 1983,8 TexReg 2345; amended to be effective May 29, 
1985, 10 TexReg 1540. 

Cross References: This section cited in 7 TAC 553.9 (relating to Exemption for Supervisory Sale). 

Notes of Decisions: Findings that the southwest quadrant of Fort Worth was growing very slowly and that the area was already adequately served by 
existing savings and loan associations were not sufficiently supported by the evidence so as to justify the denial of a Dallas association's application 
to establish a branch office in that area of Fort Worth. Gersr v. Oak CliJSavings and Loan Association. 421 S.W.2d 449, 459 (Tex. Civ. App. 
-Austin, 1967), rev'd 432 S.W.2d 702 (Tex. 1968). 

An order granting a branch ofice application is based on substantial evidence where the findings show significant economic and population growth 
in the area. the aoolicant has existinp. Datrons and a considerable volume of business in the area, and the proposed branch office would provide the 
public in the area with an addition2 needed competitive alternative which would operate profitably without unduly harming existing savings and 
loan associations. First Federal Savings and Loan Associalion of Braunfils v. Lewis, 561 S.W.2d 38, 4 3 4 4  (Tex. Civ. App.-Austin 1978, writ 
refd n.r.e.). 

If there is a conflict between the requirements of the statutes and the rules promulgated by the Building and Loan Section of the Finance 
Commission then, to such extent, such rules are void and of no force. Gerst v Jefferson County Savings and Loan Assn. 390 S.W. 2d 318 (Austin- 
1965). If it is shown that there is a public need and that there will be no harmful interference with exisiting adequate service, rule requiring 
Commissioner to approve branch office application that is to be in same county as home office is valid. Gerst v Oak Cliff Savings and Loan 
Association 432 S.W. 2d 702 (Tex. 1968). 

The same basic standards governing the approval or disapproval of charter application are applicable to the granting or denying of proposals for 
branch offices. Rules that prescribe a standard for branch offices that is less exacting for association charten are in harmony with the general 
objectives of the savings and loan act and within discretion of the Building and Loan Section of the Finance Commission. Strain v. Lewis 461 S.W. 
2d (Austin-1971). Rules requiring full-time supervision by management ofa branch office does not require management personnel to be present at 
branch office everyday. Synder Savings and Loan Assn, v. Lewis 542 S.W. 2d 252 (Austin-1976). 

553.5. Content of Loan Office Application; Notice. 

(a) Each application for permission to establish a loan office shall state the proposed location thereof; the need therefore; the 
personnel and office facilities to be provided and the estimated expense of such office and shall be accompanied by a 
proposed annual budget of the applying association. Each application for a loan office shall be set for hearing, notice 
given, hearing held, and decision reached in the same manner and within the time as herein provided for new charter 
applications. 

(b) The Savings and Loan Department hereby adopts by reference the application for a loan office. The form is available 
from the Texas Savings and Loan Department, 2601 North Lamar Boulevard, Suite 201, Austin, Texas 78705. 

Source: The provisions of this $53.5 adopted to be effective January I, 1976; amended to be effective July I, 1986, 1 I TexReg 2809; amended to be 
effective September 1, 1987, 12 TexReg 27 16, 

Cross References: This section cited in 7 TAC $53.9 (relating to Exemption for Supervisory Sale). 

853.6. Findings for Approval of Loan Office. 

The commissioner shall approve an application for a loan office if he shall have affirmatively found from the data furnished with 
the application, the evidence adduced at the hearing, and his official records, all of the findings necessary for approval of a branch 
office, and that the applying association will have adequate income to support the proposed operation. 

Source: The provisions of this 553.6 adopted to be effective January 1, 1976; amended to be effective July 1. 1986, 1 I TexReg 2809. 

Cross References: This section cited in 7 TAC 553.9 (relating to Exemption for Supervisory Sale). 
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$53.7. Verification of Applications. 

All statements of fact tendered to the commissioner in connection with an application for an additional office shall be verified as 
provided in section 2.01 of the Texas Savings and Loan Act. 

Source: The provisions of this $53.7 adopted to be effective January 1, 1976. 

Cross Reference: This section cited in 7 TAC $53.9 (relating to Exemption for Supervisory Sale). 

$53.8. Mobile Facility Application: Operation of Mobile Facility; Notice; Publication; Hearing. 

In order to obtain permission to establish a mobile facility, the following procedures and conditions shall apply: 
(1) prior to the establishment and operation of such facility, the association shall obtain approval of the commissioner 

for permission to do so; 
(2) such facility shall be operated only at locations approved by the commissioner, each of which shall at all times be 

appropriately identified at the site and on the facility, within 100 miles of the association's home office; 
- -  - 

(3) the mobile facility shall be established and operated at two or more locations, each of which at the time of filing of 
the application shall be more than 10 miles from the locations of any home or branch office of any other savings 
and loan association; 

(4) . any such facility shall be open for business at the same location on the same day or days of each week (established 
holidays excepted) but shall not be consecutive days, during such hours aggregating a total of not less than four 
hours a day as the association's board of directors may from time to time determine; 

(5) the mobile equipment used in the establishment and operation of such facility shall not remain at the site except 
for business hours approved by the association. Further, each applicant shall show that adequate safeguards for the 
security protection of such mobile facility and its content will exist. The commissioner may require further 
safeguards if in his opinion the proposed safeguards be inadequate; 

(6)  operation of such facility shall not be conducted at any location aRer the expiration of such period of time as the 
commissioner shall prescribe which shall not exceed three years except with subsequent approval of the 
commissioner; 

(7) an application for a mobile facility shall be filed with the commissioner in the same manner as required for a 
branch office with such supporting data that is pertinent to the application. Such application and supporting data 
shall be sworn to as prescribed in the Texas Savings and Loan Act, $2.01; 

(8) each application for a mobile facility shall be set for hearing, notice given, hearing held, and decision reached in 
the same manner and within the time as herein provided for new charter applications; 

(9) an application for permission to establish a mobile facility shall be approved if the commissioner shall have 
affirmatively found from the data furnished with the application, the evidence adduced at the hearing, and his 
official records, all of the findings necessary for approval of a branch office. 

Source: The provisions of this $53.8 adopted to be erective January 1 ,  1976; amended to be effective July 1, 1986, I 1  TexReg 2809. 

Cross References: This section cited in 7 TAC $53.9 (relating to Exemption for Supervisory Sale). 

Notes of Decisions: Rules established for the granting of permission to operate a mobile facility were invalid to the extent that they failed to require 
a showing of public need and that the operation of such facility would not unduly harm existing savings and loan associations. Lewis v. Peoples 
Savings and Loan Assn. 463 S.W. 2d 284 (Austin-1971) ref. n.r.e. 

$53.9. Exemption for Supervisory Sale. 

Whenever the commissioner designates the purchase of additional offices and/or assets by an association from another 
association to be a supervisory purchase, the sections relating to the contents of applications for additional offices and the 
findings necessary for approval, sg53.3-53.8 of this title (relating to Additional Offices), shall not be applicable, and such 
purchase shall be effected pursuant to $53.10 of this title (relating to Designation as Supervisory Sale). 

Source: The provisions of this $53.9 adopted to be effective September 12, 1979,4 TexReg 3106; amended to be effective November 25, 1986, 1 I 
TexReg 4622. 

$53.10. Designation of Supervisory Sale. 

The commissioner may designate a purchase of additional offices and/or assets by an association from another association to be 
a supervisory purchase when: 

(1) the commissioner has placed the selling association under voluntary supervisory control or under conservatorship 
pursuant to the Texas Savings And Loan Act, Chapter 8, Texas Civil Statutes, Article 852a; or 

(2) the commissioner has determined that the selling association is in an unsafe condition; or 
(3) the Federal Home Loan Bank Board has determined, and notified the commissioner, that the proposed 

transaction is necessary to prevent the failure or possible failure of the selling association. For purposes of this 
section, the term "unsafe condition" shall mean that the selling association is insolvent or is in imminent danger of 
insolvency, or that there has been a substantial dissipation of assets or earnings due to any violation or violations 
of applicable law, rules, or regulations, or to any unsafe or unsound practice or practices; or that the association is 
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in an unsafe and unsound condition to transact business in that there has been a substantial reduction of its net 
worth; or that the association and its directors and officers have violated any material condition of its charter or 
bylaws, the terms of any order issued by the commissioner or any agreement between the association and the 
commissioner; or that the association, its directors, or officers have concealed or refused to permit examination of 
the books, papers, accounts, records, and affairs of the association by the commissioner or other duly authorized 
personnel of the Savings and Loan Department; or any other conditions affecting the association which the 
commissioner and the board of directors of the association agree place the association in an unsafe condition. 

Source: The provisions of this $53.10 adopted to be effective September 12, 1979,4 TexReg 3106; amended to be effective November 25,1986, 1 I 
TexReg 4622. 

Cross References: This section cited in 7 TAC 553.9 (relating to Exemption for Supervisory Sale). 

853.11. Remote Service Units. 

Remote service unit means an information processing device, to be operated off-premises of an approved savings and loan office, 
including associated equipment structures and systems, by which information relating to financial services rendered the public is 
stored and transmitted simultaneously or otherwise to a financial institution. The term includes any facility which for activation 
and account access requires the use of an activator and personal identifier in the possession of the user and includes on-line 
computer terminals and on-line cash dispensing machines and automated teller machines. A remote service unit is not an ofice 
of the association within the meaning of the Texas Savings and Loan Act, 92.1 1. 

Source: The provisions of this $53.1 1 adopted to be effective March 31, 1981, 6 TexReg 935; amended to be effective November 25, 1986, 1 1  
TexReg 4622. 

853.12. Authority to Establish and Use Remote Service Units. 

(a) An association, when authorized by its board of directors, shall apply to the Savings and Loan Department to establish or 
use remote service units or participate in the use of such with another financial institution. 

(b) A remote service unit or units may offer to the public the following financial services: 
(1) crediting or debiting such existing accounts as the association may designate; 

(2) crediting payments on loans; and 
(3) such other financial services offered by the association as may be appropriately rendered by such means. 

(c) The Savings and Loan Department hereby adopts by reference the application for a remote service unit. The form is 
available from the Texas Savings and Loan Department, 2601 North Lamar Boulevard, Suite 201, Austin, Texas 78705. 

Source: The provisions of this $53.12 adopted to be effective March 31, 1981, 6 TexReg 935; amended to be effective September 1, 1987, 12 
TexReg 27 16. 

853.13. Operational Requirements for Remote Service Units. 

(a) Privacy of account data. Except for statistical information which does not identify a transaction, no account data shall be 
disclosed to third parties other than appropriate references of authorities without express written consent of the user or 
unless applicable law requires the disclosure of such information. 

(b) Security. The association shall protect electronic data against fraudulent alteration or disclosure and provide reasonable 
security devices for such purposes and take such steps as may be necessary to protect its interest in financial services 
processed at each remote service unit it operates, including appropriate fidelity, forgery, and other insurance that may be 
available. 

Source: The provisions of this $53.13 adopted to be effective March 31, 1981, 6 TexReg 935. 

853.14. Application To Operate Remote Service Units. 

An association shall file an application to conduct remote service unit operations with the Savings and Loan Department setting 
forth the following: 

(1) address of the proposed remote service unit@) as well as the address of the existing facility or agency in the county; 
(2) participation or nonparticipation with other financial institution(s); 
(3) a specific description of the transaction to be processed, including anticipated volume of each type transaction; 

(4) detailed account of proposed security measures; 
( 5 )  estimated cost to association to equip and maintain the operations of the proposed remote service unit; and 

(6) such other information as may be required by the commissioner. 

Source: The provisions ofthis $53.14 adopted to be effective March 31, 1981, 6 TexReg 935. 
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553.15. Notice of Remote Service Unit Application. 

Upon receipt of the application on forms provided by the Savings and Loan Department, the savings and loan commissioner 
shall submit for publication in the Texas Register a summary of details pertaining to such application. Written protest may be 
filed within 10 days following notice, as provided in this chapter. The commissioner may dispense with a hearing. 

Source: The provisions of this $53.15 adopted to be effective March 31, 1981, 6 TexReg 935. 

553.16. Approval of Application for Remote Service Unit. 

The commissioner may approve any application for a remote service unit if he has affirmatively found from data furnished with 
the application, his official records, and the evidence adduced at any hearing, that: 

(1) security of the association's funds and that of its account holders will be maintained; and 
(2) proposed service will be a substantial convenience to the public. 

Source: The provisions of this $53.16 adopted to be effective March 31, 1981, 6 TexReg 935. 

$53.17. Temporary Closing of Additional Offices. 

In the event an association closes any additional office of any type on a temporary basis, said office must be reopened within 12 
months or less. In the event such office is not reopened within the alloted 12-month period, such authorizations for the office 
shall be forfeited. 

Source: The provisions of this $53.17 adopted to be effective July 13, 1983, 8 TexReg 2345. 

553.18. Offices and Remote Service Units in Other States or Territories. 

To the extent permitted by the laws of the state or territory in question, and subject to this chapter, an association may establish 
branch offices, loan offices and remote service units in any state or territory of the United States. Each application for permission 
to establish such a branch office, loan office or remote service unit shall comply with the applicable requirements of this chapter, 
and shall include a certified copy of an order from the appropriate state or territorial regulatory authority approving the office or 
unit, or other evidence satisfactory to the commissioner that all state or territorial regulatory requirements had been satisfied. 
Each such application shall be set for hearing, if applicable, notice given, hearing held, if applicable, and decision reached in the 
same manner and within the time provided in this chapter for similar applications for offices or units in this State. The 
commissioner shall approve such an application if he shall have affirmatively found from the data furnished with the application, 
the evidence adduced at the hearing, if applicable, and his official records that all requirements of this chapter applicable to the 
office or unit have been met, and that all applicable requirements of the laws of the state or territory in question have been met. 

Source: The provisions of this $53.18 adopted to be effective February 24, 1987, 12 TexReg 463. 
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CHAPTER 55. AGENCIES 
Cross References: This chapter cited in 7 TAC 455.7 (relating to Agencies in Other States or Territories); 7 TAC $59.1 (relating to Foreign Building 
and Loan Associations); and 7 TAC $63.2 (relating to Fee for Additional Omce or Agency). 

855.1. Qualifications and Appointment of Agents for Loan Functions. 

An association may, with the prior written approval of the commissioner, appoint an agent or agents, whose functions shall be 
limited to the receipt of applications for loans, and the servicing of loans and contracts. The commissioner shall approve such an 
application if he shall have found from the data furnished with the application, the evidence adduced at the hearing, and his 
official records all of the findings necessary for approval of a branch office. Agency means any lawful arrangement whereby any 
business of an association is conducted other than by regularly employed personnel of the association. An agent appointed under 
the authority of this section shall not receive payments on new or established savings accounts nor shall he perform any duties for 
the association other than those specifically authorized in this section. The restrictions placed on the authority of an agent by this 
section will not prohibit the board of directors of an association from otherwise appointing and designating such agent as an 
appraiser for the association. 

Source: The provisions of this 555.1 adopted to be effective January I, 1976; amended to be effective July I, 1986, 11 TexReg 2809. 

Cross References: This section cited in 7 TAC 455.2 (relating to Qualification and Appointment of Agents for Savings Functions); and 7 TAC $55.6 
(relating to Continuation of Agency Upon Death or Resignation of Agent). 

855.2. Qualifications and Appointment of Agents for Savings Function. 

Agencies for receiving savings for and on behalf of an association, including applications for new accounts, in addition to 
performing the functions allowed in 455.1 of this title (relating to Qualifications and Appointment of Agents for Loan Functions) 
may be established with the prior approval of the commissioner. The commissioner shall approve such an application if he shall 
have found from the data furnished with the application, the evidence adduced at the hearing, and his official records all of the 
findings necessary for approval of a branch office, and that the procedure to be followed in regard to the safeguarding of funds 
belonging to the applying association is adequate. 

Source: The provisions of this 555.2 adopted to be effective January 1, 1976; amended to be effective July 1, 1986, 11 TexReg 2809. 

Cross References: This section cited in 7 TAC $55.3 (relating to Applications for Savings Agencies; Notice; Publication; Hearing). 

555.3. Applications for Agencies; Notice; Publication; Hearing. 

(a) Applications for permission to appoint an agent or establish the type agencies described in this chapter shall state the 
proposed location thereof; the need therefore; the functions to be performed; the personnel and facilities to be provided; 
and such other information which clearly shows the nature of the proposed operation; and shall be set for hearing by the 
commissioner and notice given as provided for new charter applications and the hearing may be dispensed with by the 
commissioner under the same conditions. 

(b) The Savings and Loan Department hereby adopts by reference the application for agencies. The form is available from the 
Texas Savings and Loan Department, 2601 North Lamar Boulevard, Suite 201, Austin, Texas 78705. 

Source: The provisions of this $55.3 adopted to be effective January I, 1976; amended to be effective July I, 1986, 11 TexReg 2809; amended to be 
effective September 1, 1987, 12 TexReg 2717. 

855.4. Agent Not Meeting Qualifications. 

Where an agent not meeting the qualifications of 455.5 of this title (relating to Qualified Agent) handles funds belonging to an 
association, the procedure to be followed in regard to the safeguarding of such funds must be submitted to the commissioner for 
his approval. 

Source: The provisions of this 555.4 adopted to be effective January 1, 1976. 

955.5. Qualified Agent. 

Nothing in this chapter shall prevent an association from using as its agent for any purpose any institution which is insured by 
the Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation or which is supervised by the 
Banking Department of Texas under the provisions of the Texas Banking Code of 1943. 

Source: The provisions of this $55.5 adopted to be effective January 1, 1976. 

Cross References: This section cited in 7 TAC 655.4 (relating to Agent Not Meeting Qualifications). 

855.6. Continuation of Agency Upon Death or Resignation of Agent. 

In case where an agency in lawful existence on the effective day of these rules or any agency established hereunder is terminated 
by the death or resignation of the agent or for any other reason (except by order of the Commissioner for cause), the only matters 
required to be presented to the Commissioner in connection with continued operation of a similar agency under a new agent are 
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those set forth in $55.1 of this title (relating to Qualification and Appointment of Agents for Loan Functions), and no hearing 
shall be required prior to the issuance of permission to continue the agency operation with a new agent. 

Source: The provisions of this $55.6 adopted to be effective January 1, 1976. 

855.7. Agencies in Other States or Territories. 

To the extent permitted by the law of the state or territory in question, and subject to this chapter, an association may appoint an 
agent or establish the type of agencies described in this chapter in any state or territory of the United States. Each application for 
permission to appoint or establish such an agency shall comply with the applicable requirements of this chapter, and shall 
include a certified copy of an order from the appropriate state or territorial regulatory authority approving the agency, or other 
evidence satisfactory to the commissioner that all state or territorial regulatory requirements have been satisfied. Each such 
application shall be set for hearing, notice given, hearing held, and decision reached in the same manner and within the time 
provided in this chapter for similar applications for agencies in this state. The commissioner shall approve such an application if 
he shall have affirmatively found from the data furnished with the application, the evidence adduced at the hearing, and his 
official records, that all requirements of this chapter have been met and that all applicable requirements of the laws of the state or 
temtory in question have been met. 

Source: The provisions of this $55.7 adopted to be effective February 24, 1987. 12 TexReg 463. 
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CHAPTER 57. CHANGE OF OFFICE LOCATION 
Cross References: This chapter cited in 7 TAC $59.1 (relating to Foreign Building and Loan Associations). 

557.1. Change of Office Location Not Requiring Approval; Application for Change of Location; Findings for 
Approval. 

(a) An association may not move any office beyond its immediate vicinity without prior approval of the commissioner. 
"Immediate vicinity" means the area included within a radius or distance of one mile from the present location of such 
office. Any relocation within the immediate vicinity as defined in this section will require the approval of the 
commissioner, if the office to be relocated has not been operating at its present location for more than two years. The 
conditions outlined in this section shall be applicable to an existing office or an approved location not previously opened 
for business. 

(b) Each application for such approval shall state the exact proposed new location of the office to be relocated and shall be 
supported with statements, exhibits, maps, and other data, properly verified under oath, which shall be sufficiently 
detailed and comprehensive to enable the commissioner to pass upon the factors for approval. Such supporting data shall 
also include estimates of the cost of removal to and maintenance of the new location. 

(c) The commissioner shall approve an application to move or relocate any office of an association, if he shall have found 
from the data furnished with the application, the evidence adduced at the hearing, and his offical records, all of the 
findings necessary for approval of a branch offlce, as contained 953.4 of this title (relating to Findings Necessary for 
Approval of Branch Office). 

Source: The provisions of this 557.1 adopted to be effective January I, 1976; amended to be effective June I, 1977,2 TexReg 1870; amended to be 
effective January 11, 1983, 7 TexReg 4563. 

Notes of Decisions: Rule of Savings and Loan Section permitting Commissioner to grant request to move savings and loan association's office 
without considering public need was invalid. First Federal Savings and Loan Assn. v. Vandygriff 639 S.W. 2d 492 (1982). 

857.2. Notice, Publication, Hearing. 

An application to move an offlce location or for change of name shall be set for hearing by the commissioner and notice given as 
provided for new charter applications, and the hearing may be dispensed with by the commissioner under the same conditions. 

Source: The provisions of this 557.2 adopted to be effective January 1, 1976; amended to be effective September 5, 1986, 1 1  TexReg 3731. 

857.3. Change of Name. 

An association may not change its name without the prior approval of the commissioner, and an association may not operate 
under any name which has not been approved by the commissioner pursuant to this section. The commissioner shall approve an 
application by an association to change its name if he shall have found from the data furnished with the application, the evidence 
adduced at the hearing, and his official records that the proposed change of name meets the applicable requirements of the Texas 
Savings and Loan Act and this chapter, and does not violate other applicable law. 

Source: The provisions of this 557.3 adopted to be effective September 5, 1986, 1 l TexReg 3731. 

957.4. Application Forms. 

Upon request, the commissioner shall furnish approved forms of the application for office relocation or application for change of 
name. The Savings and Loan Department hereby adopts by reference the application for home office relocation, application for 
branch office relocation, application for loan office relocation, and application for change of name. Copies of the applications 
may be obtained from the Texas Savings and Loan Department, 2601 North Lamar Boulevard, Suite 201, Austin, Texas 78705. 

Source: The provisions of this 557.4 adopted to be effective September 5, 1986, 1 I TexReg 3731; amended to be effective September 1, 1987, 12 
TexReg 27 17. 
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CHAPTER 59. FOREIGN BUILDING AND LOAN ASSOCIATION 

859.1. Foreign Building and Loan Associations. 

The rules and regulations in Chapter 53 of this title (relating to Additional Offices), Chapter 55 of this title (relating to Agencies), 
and Chapter 57 of this title (relating to Change of Office Location) shall be applicable to foreign associations. 

Source: The provisions of this 859.1 adopted to be effective January I ,  1976. 
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CHAPTER 61. HEARINGS 

$61.1. Record of Hearings. 

The Texas Savings and Loan commissioner (hereinafter referred to as commissioner) shall secure the services of a competent 
reporter, who is authorized to administer an oath under the laws of this state, who shall keep a formal record of the proceedings 
of any hearing held under the provisions of the Texas Savings and Loan Act. The reporter shall administer the customary oath 
taken by witnesses in courts of competent jurisdiction to all witnesses offering testimony at any such hearing. 

Source: The provisions of this $61.1 adopted to be erective October 21, 1983,8 TexReg 3978; amended to be effective May 6, 1986, 1 1  TexReg 
1872. 

$61.2. Conduct of Hearings. 

(a) All hearings conducted pursuant to the Texas Savings and Loan Act (ACT), shall be conducted in accordance with this 
Chapter by a hearing officer designated by the commissioner. 

(b) For purposes of this chapter, decision-maker shall mean the commissioner. Basic fact shall mean a determination from 
the evidence and matters officially noticed that relates to the criteria for action by the decision-maker set out in the Act, or 
this title, as applicable. Ultimate fact shall mean the criteria for action by the decision-maker set out in the Act, or Title 7, 
Part IV, as applicable. 

(c) Subject to any limitations imposed by law or by section rule, the hearing officer shall have broad discretion in regulating 
the course and conduct of any hearing over which he is presiding. The hearing officer shall have, but not be limited to, the 
authority: 

(1) to administer oaths and affirmations; 
(2) to call and examine witnesses; 
(3) to make necessary rulings during a hearing; 
(4) to make discovery orders as provided in the Administrative Procedure and Texas Register Act (APA), $14a; 
( 5 )  to submit a report on the matter heard, to the decision-maker, including findings of basic fact and proposed or 

recommended findings of ultimate fact and such recommended orders as may be supported by the record and are 
within the statutory authority of the decision-maker. 

(6) to take any other action not prohibited by law or section regulation which is necessary for a fair, just, and proper 
hearing. 

(d) If, prior to final action on the matter in issue, the designated hearing officer in any case ceases to serve as such for any 
reason, the decision-maker may designate another hearing officer to complete the case without the necessity of repeating 
or duplicating any duty or function performed by the previous hearing officer, other than reading the record. 

(e) The sections governing evidence and official notice in contested cases before the hearing officer shall be as provided in the 
APA, $14. 

(f) When a proceeding will be expedited and the interests of the parties will not be substantially prejudiced, direct testimony 
may be received in written form. The written testimony of a witness on direct examination, either in narrative or question 
and answer form, may be received as an exhibit and incorporated into the record without the necessity of its being read. A 
witness who is offering written testimony shall be sworn and shall identify the written testimony as a true and accurate 
representation of what his testimony would be if he were to testify orally, after which the witness shall submit himself to 
voir dire and cross examination. Written testimony shall be subject to the same evidentiary objections as oral testimony. 
Written testimony shall be filed with the hearing officer and served on all parties of record. Written testimony prepared 
and circulated prior to the hearing in accordance with this subsection shall be read into the record, in whole or in part, 
only when required or permitted by the hearing officer. 

(g) The hearing officer shall have the right in any proceeding to limit the number of witnesses whose testimony he finds will 
be merely cumulative. 

(h) Neither the commissioner nor the presiding officer shall be subject to questioning in any hearing held pursuant to the 
Texas Savings and Loan Act, $8.06. 

Source: The provisions of this $61.2 adopted to be erective October 21, 1983,8 TexReg 3978; amended to be effective May 6, 1986, 1 1  TexReg 
1872; amended to be effective September 5, 1986, 1 1  TexReg 3731. 

$61.3. Proposal for Decision. 

If, in a proceeding, the decision-maker has not heard the case or read the record, the decision, if adverse to a party to the 
proceeding other than the Savings and Loan Department itself, may not be made until a proposal for decision is served on 
the parties, and an opportunity is afforded each party adversely affected to file exceptions and present briefs. If any party 
files exceptions or presents briefs, an opportunity must be afforded to all parties to file replies to the exceptions or briefs. 
The proposal for decision must contain a statement of the reasons for the proposed decision, each finding of basic fact and 
proposed or recommended findings of ultimate fact necessary to the proposed decision, each prepared by the person who 
conducted the hearing or by one who has read the record. The parties by written stipulation may waive compliance with 
this section. The proposal for decision shall be accompanied by a hearing officer's report. This report shall contain a 
statement of the nature of the case, a discussion of the issues, the evidence, and the applicable law. - - 
In his discretion, and after notification to all parties, the hearing officer or one who has read the record may permit or 
require a party to draft and submit proposed findings of fact on the matters in issue under the Act, or Title 7, Part IV as 
applicable. The requestor may limit his request for proposed findings to any particular issue or issues of fact. The party's 
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proposed findings of fact shall be supported by concise and explicit statements of basic facts developed from the record 
with specific references to the record. Only if the requester required the filing of proposed findings of fact or a proposal for 
decision shall the decision-maker be required to rule on each of the proposed findings of fact as provided in APA, $16. 

(c) A proposal for decision may be amended pursuant to exceptions, replies, or briefs submitted by the parties without again 
being served on the parties. Unless the amended proposal for decision is served on all parties, amendments adopted by the 
decision-maker shall be noted and embodied with specificity in the final order. 

(d) Any party of record may file exceptions to a proposal for decision within 15 days after the date of the service of that 
proposal. Replies to exceptions may be filed within 15 days after the date of service of the proposal. Exceptions and replies 
must be supported by evidence of record with a specific page reference to the record supporting the fact and the evidence 
asserted. Argument and reference to the record shall be grouped under the exception or reply to which they relate. 
Extensions of time within which to file exceptions and replies may be granted only under extraordinary circumstances 
when the interests of justice so require. 

(e) Briefs may be filed prior to the issuance of a proposal for decision only when requested or permitted by the hearing 
officer. The hearing officer may limit the scope of briefs requested or permitted to be filed under this section to a 
particular issue or set of issues presented by the case. The time for filing briefs under this section shall be as required by 
the hearing officer. 

( f )  Unless the requested or permitted by the commissioner, briefs may be filed after issuance of a proposal for decision only if 
the commissioner did not hear the case or read the record. The time for filing briefs and reply briefs under this section 
shall be the same as provided for the filing of exceptions and replies under subsection (d) of this section. 

Source: The provisions of this $61.3 adopted to be effective October 21, 1983, 8 TexReg 3978; amended to be effective May 6, 1986, 1 1  TexReg 
1872. 

Cross References: This section cited in 7 TAC $61.4 (relating to Action after Proposal for Decision). 

w1.4. Action After Proposal for Decision. 

(a) At any time after the expiration of time for filing exceptions and replies as provided by these sections, or notification by 
all parties that further filings are waived, the entire record or the proposal for decision or both may be considered by the 
commissioner, without further hearing or meetings. The decision-maker may adopt the proposal, in whole or in part, or it 
may decline to adopt the proposal, in whole or in part. The decision-maker may remand the proceeding for further 
consideration by a hearing officer to be accomplished with or without reopening the hearing. If, on remand, additional 
evidence is received which results in a substantial revision of the hearing officer's report, a new proposal for decision shall 
be prepared, in whole or in part, unless the decision-maker has attended the hearing or read the record on remand. If a 
new proposal for decision is prepared, it shall be clearly labeled as such, and all parties of record shall have the right to file 
exceptions, replies, and briefs, as if the new proposal were the original proposal for decision. The decision-maker is not 
limited to the specific types of actions outlined in this section and may take any other action it deems to be just and 
reasonable. 

(b) A final decision in a contested case shall be rendered within 60 days of the date on which the hearing is closed, unless, in a 
contested case heard by other than the decision-maker, the hearing officer prescribes and announces at the conclusion of 
the hearing a longer period of time within which a final decision will be rendered. The final decision of the decision-maker 
in any case shall be embodied in a final order which shall be identified as such. 

(c) A final order in a contested case shall include, or adopt by reference to a proposal for decision, findings of fact and 
conclusions of law as required by the APA. If a party pursuant to $6 1.3(b) of this title (relating to Proposal for Decisions), 
is required by the hearing officer to submit proposed findings of fact, the final order shall include, or adopt by reference to 
a proposal for decision, a ruling on each proposed finding. A copy of the final order shall be sewed on all parties of record. 

(d) Motions for rehearing and replies to such motions may be filed in a contested case by any party of record pursuant to the 
APA, $16. Any filing seeking modification of a final order in any respect shall be considered a motion for rehearing, 
notwithstanding its actual designation or the specific relief sought. The granting of a motion for rehearing does not require 
that a hearing officer rehear the case, but means only that the decision-maker will reconsider the final decision. 

(e) Administrative finality of the decision-maker's action is governed by the APA, $16. 

Source: The provisions of this $61.4 adopted to be effective October 21, 1983, 8 TexReg 3978; amended to be effective May 6, 1986, 1 1  TexReg 
1872. 

w1.5. Confidentiality of Financial Information. 

(a) Financial information required as part of the application for charter for an association shall be maintained in a file apart 
from the application file and the hearing record and shall be treated as confidential and privileged documents by the 
hearing officer. 

(b) Parties and their representatives involved in a contested application may obtain access to this confidential financial 
information as follows. 
(1) The parties may present a notarized written statement granting permission for access to the information from the 

applicant about whom the information is sought and by entering into a protective order with the applicant which 
protects the confidential nature of the documents, and which has been approved by the hearing officer; or 

(2) If the party and applicant cannot agree on access and a protective order, the party seeking the financial 
information may request that the hearing officer enter a protective order covering such documents and setting 
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forth the standards for the access of the party to such information. The hearing officer shall enter such a protective 
order only upon a clear showing by the party seeking such information that the party would be substantially 
harmed in the presentation of its case on the merits if the information is not disclosed. 

(c) If applicant or a party desires to admit such financial information pertaining to an applicant into the hearing record, they 
shall inform the hearing off~cer, and the hearing officer shall order that only those persons who sign a protective order 
which sets forth standards which protect the confidential nature of the documents may remain during the presentation of 
this evidence. The transcript and hearing exhibits which refer to confidential information shall be sealed and may be 
reviewed only by persons subject to the protective order, the hearing officer, the commissioner and his counsel and any 
appellate court. - - 

(d) A proposal for decision or commissioner's order shall address such information in a generalized and nonspecific form 
designed to protect the confidential nature of the financial information. 

Source: The provisions of this 661.5 adopted to be effective September 20,1985, 10 TexReg 3429. 
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CHAPTER 63. FEES AND CHARGES 

463.1. Fee for Charter Application. 

Applicants for new charters for savings and loan associations shall pay a fee of $10,000. This fee shall be paid at the time of filing 
and shall include the cost of filing, processing, and hearing of said application. In addition, the applicant shall pay the cost of a 
formal record and any cost incurred by the department in connection with investigation and travel expenses. 

Source: The provisions of this $63.1 adopted to be effective January 1, 1976; amended to be effective November 5, 1979,4 TexReg 3899; amended 
to be effective January 2, 1984, 8 TexReg 5348. 

463.2. Fee for Additional Office or Agency. 

(a) Applicants for additional offices or agencies under Chapter 53 of this title (relating to Additional Offices) and Chapter 55 
of this title (relating to Agencies), except mobile facilities and administrative offices under Chapter 53 of this title (relating 
to Additional Offices), shall pay a fee of $2,500. This fee shall be paid at the time of filing and shall include the cost of 
filing, processing, and hearing of said application. In addition, the applicants shall pay the cost of a formal record and any 
cost incurred by the department in connection with investigation and travel expenses. 

(b) Applicants for an administrative office under Chapter 53 of this title (relating to Additional Offices) shall pay a fee of 
$500. This fee shall be paid at the time of filing and shall include the cost for filing and processing said application. 

Source: The provisions of this 663.2 adopted to be effective January I, 1976; amended to be effective November 5, 1979,4 TexReg 3899; amended 
to be effective October 12, 1984, 9 TexReg 5052. 

563.3. Fee for Mobile Facility. 

Applicants for a mobile facility under Chapter 53 of this title (relating to Additional Offices) shall pay a fee of $500 plus $100 for 
each location. This fee shall be paid at the time of filing and shall include the cost of filing, processing, and hearing of said 
application. In addition, the applicants shall pay the cost of a formal record and any cost incurred by the department in 
connection with investigation and travel expenses. 

Source: The provisions of this $63.3 adopted to be effective January 1, 1976. 

563.4. Fee for Change of Name or of Location. 

Applicants for change of name or change of location of any office, approved or existing, shall pay a fee of $500. This fee shall be 
paid at the time of filing and shall include the cost for filing, processing, and hearing of said application. In addition, the 
applicants shall pay the cost of a formal record and any cost incurred by the department in connection with investigation and 
travel expenses. 

Source: The provisions of this $63.4 adopted to be effective January 1, 1976. 

563.5. Fee for Examination or Audit. 

Each association subject to the Savings and Loan Act shall pay to the Savings and Loan Commissioner an examination and audit 
fee based upon a per-day rate, as shall be set annually by the Savings and Loan Section of the Finance Commission, for each day 
during which each examiner is engaged in the examination or audit of the affairs of such association under the provisions of the 
Texas Savings and Loan Act, $8.02 or 58.05 and an additional fee, for office processing and preparation of the examination and 
audit report, as shall be set annually by the Savings and Loan Section of the Finance Commission. 

Source: The provisions of this $63.5 adopted to be effective January 1, 1976; amended to be effective May 6, 1986, 1 1  TexReg 1873. 

w3.6. Fee for Charter and Bylaw Amendments. 

The commissioner shall collect a filing fee of $100 for each amendment to a charter or to the bylaws of an association. 

Source: The provisions of this $63.6 adopted to be effective January 1, 1976; amended to be effective December 26, 1984, 9 TexReg 6312. 

Cross References: This section cited in 7 TAC $63.9 (relating to Fee for Reorganization, Merger, Acquisition, and Consolidation). 

463.7. Fee for Permission To Issue Capital Obligations. 

The commissioner shall collect a filing fee of $500 for each application by an association for permission to issue capital notes, 
debentures, bonds, or other capital obligations pursuant to 563.9 of this title (relating to Fee for Reorganization, Merger, 
Acquisition, and Consolidation) to cover processing and investigation of such applications. 

Source: The provisions of this $63.7 adopted to be effective January 1, 1976. 

563.8. Annual Fee To Do Business. 

All associations chartered under the laws of the state and all foreign associations organized under the laws of another state of the 
United States holding a certificate of authority to do business in this state shall pay to the savings and loan commissioner an 
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annual fee in addition to all other fees. Such fee shall be set annually by the Savings and Loan Section of the Finance 
Commission based upon the total assets as shown by the official statements of the association as of the close of business for the 
year preceding the due date. The fee shall be due on January I of each year and shall be payable on or before February 1 of each 
year. 

Source: The provisions of this $63.8 adopted to be effective January 1, 1976. 

863.9. Fee for Reorganization, Merger, and Consolidation. 

(a) Any association seeking to reorganize, merge, and/or consolidate, pursuant to 8 10.03 of the Texas Savings and Loan Act 
and Chapter 69 of this title (relating to Reorganization, Merger, and Consolidation) shall pay to the commissioner, at time 
of filing its plan, a fee determined as follows: 
(1) for each association involved in the plan, the sum of $2,000; 
(2) for each office or agency involved and which will be a part of the resulting or surviving association, the sum of 

$200. 
(3) If there is to be a change of name for the resulting or surviving association, the sum of $500. 

(b) The fee set forth in subsection (a) of this section shall cover the cost of filing, processing, and hearing, if applicable, with 
respect to the plan. In addition, such association shall pay the cost of a formal record, if applicable, any cost incurred by 
the department in connection with investigation and travel expenses, and the fees required pursuant to 863.6 of this title 
(relating to Fee for Charter and Bylaw Amendments). 

Source: The provisions of this 663.9 adopted to be effective October IS, 1977.2 TexReg 3813; amended to be effective March 31, 1981,6 TexReg 
935; amended to be effective April 16, 1984, 9 TexReg 188 1. 

Cross References: This section cited in 7 TAC 669.1 (relating to Filing of Plan); and 7 TAC 563.7 (relating to Fee for Permission To Issue Capital 
Obligations). 

$63.10. Fee for Remote Service Unit Application. 

The commissioner may collect a fee to be determined by resolution of the Savings and Loan Section of the Finance Commission 
of Texas. 

Source: The provisions of this $63.10 adopted to be effective March 31, 1981, 6 TexReg 935. 

$63.1 1. Fee for Change of Control. 

The commissioner shall collect a filing fee of $5,000 for each application filed pursuant to Chapter 71 of this title (relating to 
Change of Control) for change of control of an association. 

Source: The provisions of this $63.11 adopted to be effective November 1, 1983, 8 TexReg 4285. 

$63.12. Fee for Subsidiaries. 

The commissioner shall collect a fee of $1,000 for each application by an association for permission to make an initial 
investment in a subsidiary corporation pursuant to Chapter 73 of this title (relating to Subsidiary Corporations) to cover the 
processing and investigation of such applications, and an additional fee of $100 for each ofice other than the home ofice of a 
subsidiary that is applied for. The commissioner shall collect a fee of $100 for each application by an association to change the 
name of a subsidiary or the location of a subsidiary office. 

Source: The provisions of this $63.12 adopted to be effective April 16, 1984,9 TexReg 1882; amended to be effective October 12, 1984,9 TexReg 
5052. 

$63.13. Fee for Charter Application Under 82.13. 

The commissioner shall collect a filing fee of $500 for the processing of an application for a charter for a savings and loan 
association where the sole purpose of such application is the purchase of the assets, assumption of liabilities, and continuation of 
the business of any association deemed by the commissioner to be in an unsafe condition, pursuant to the Texas Savings and 
Loan Act, $2.13. 

Source: The provisions of this $63.13 adopted to be effective December 26, 1984,9 TexReg 6312; amended to be effective November 25, 1986, 1 I 
TexReg 4622. 
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CHAPTER 64. BOOKS, RECORDS, ACCOUNTING PRACTICES, FINANCIAL 
STATEMENTS, RESERVES. 

Authority Note: The provisions of this chapter 64 adopted pursuant to Texas Civil Statutes, Article 342-1 14. 

$64.1. Location of Books and Records. 

Unless otherwise authorized by the commissioner, an association shall keep at its home office correct and complete books of 
account and minutes of the meeting of members and directors. Complete records of all business transacted at the home office 
shall be maintained at the home office. Records of business transacted at any branch or agency office may be kept at such 
branch or agency office, provided that control records of all business transacted at any branch or agency office shall be kept at the 
home office. 

Source: The provisions of this 564.1 adopted to be effective August 9, 1985, 10 TexReg 2410. 

$64.2. Accounting Practices. 

Every association shall use such forms and observe such accounting principles and practices as the commissioner may require 
from time to time. 

Source: The provisions of this $64.2 adopted to be effective August 9, 1985, 10 TexReg 2410. 

$64.3. Reproduction and Destruction of Records. 

Any association may cause any or all records kept by such association to be copied or reproduced by any photostatic, 
photographic, or microfilming process which correctly and permanently copies, reproduces, or forms a medium for copying or 
reproducing the original record on a film or other durable material, and such association may thereafter dispose of the original 
record. Any such copy or reproduction shall be deemed to be an original record. A facsimile, exemplication, or certified copy 
shall, for all purposes, be deemed a facsimile, exemplications, or certified copy of the original record. 

Source: The provisions of this 464.3 adopted to be effective August 9, 1985, 10 TexReg 2410. 

$64.4. Financial Statements; Annual Reports. 

Every association shall prepare and publish annually in the month of January of each year in a newspaper of general circulation 
in the county in which the home office of such association is located a statement of its financial condition as of the last business 
day of December of the preceding year in the form prescribed or approved by the commissioner. On or before the last day of 
January in each year, every association shall make an annual written report to the commissioners upon a form to be prescribed 
and furnished by the commissioner, of its affairs and operations, which shall include a complete statement of its financial 
condition, including a statement of income and expense since its last previous similar report, for the 12 months ending on the 
last business day of December of the previous year. Every such report shall be signed by the president, vice president, or 
secretary. Every association shall also make such other reports as the commissioner may from time to time require, which 
reports shall be in such form and filed on such dates as he may prescribe and shall, if required by him, be signed in the same 
manner as the annual report. 

Source: The provisions of this 464.4 adopted to be effective August 7, 1985, 10 TexReg 2410. 

$64.5. Misdescription of Transactions. 

No association by any system of account or any device of bookkeeping shall, either directly or indirectly, knowingly make an 
entry upon its books that is not truly descriptive of the transaction which causes the entry. 

Source: The provisions of this $64.5 adopted to be effective August 9, 1985, 10 TexReg 241 1. 

$64.6. Charging Off or Setting Up Reserves Against Bad Debts. 

The commissioner, after a determination of value, may order that assets in the aggregate, to the extent that such assets have 
depreciated in value, or to the extent the value of such assets, including loans, are overstated in value for any reason, be charged 
off, or that a special reserve or reserves equal to such depreciation or overstated value be set up by transfers from surplus or paid 
in capital. 

Source: The provisions of this $64.6 adopted to be effective August 9, 1985, 10 TexReg 24 1 1. 

$64.7. Net Worth Requirement. 

(a) Dejnitions. 
( I )  Net worth for a capital stock association shall include the amount of its issued and outstanding common stock, 

preferred stock (to the extent such preferred stock may be considered a part of the association's net worth under 
generally accepted accounting principles) plus any retained earnings and paid in surplus as well as such other items 
as the commissioner may approve in writing for inclusion in its net worth. 
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(2) Net worth for a mutual association shall include its pledged savings liability and expense fund plus any retained 
earnings and such other items as the commissioner may approve in writing for inclusion in its net worth. 

(3) Total liabilities shall mean total savings liability of an association, plus all amounts an association owes or which 
are payable by it or which it may be obligated to pay for any reason, including unapplied mortgage credits, dealer 
participation reserves, dealer hold-back reserves, all consignment items, and all other liabilities. 

(b) Minimum net worth. Each association shall maintain a minimum net worth, computed as percentage of total liabilities, 
in the amounts stated as follows, as of the dates shown as follows, as of December 31 of each year: 

As of 
December 3 1, 1985 
December 31, 1986 
December 3 1, 1987 
December 31, 1988 
December 3 1, 1989 
December 3 1, 1990 
December 31, 1991 
December 3 1, 1992 
December 31, 1993 
December 3 1, 1994 
December 31, 1995 
December 3 1, 1996 
December 3 1, 1997 

Percentage 
3.00% 
3.25% 
3.50% 
3.75% 
4.00% 
4.25% 
4.50% 
4.75% 
5.00% 
5.25% 
5.50% 
5.75% 
6.00% 

(c) In lieu of the requirements of subsection (b) of this section, an association may maintain its net worth at levels which are 
required for institutions whose accounts are insured by the Federal Savings and Loan Insurance Corporation. 

Source: The provisions of this 564.7 adopted to be effective September 20,1985, 10 TexReg 3429. 
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CHAPTER 65. LOANS AND INVESTMENTS. 

85.1. Types of Loans, Letters of Credit, and Investments Authorized. 

(a) An association may make, commit to make, purchase, or commit to purchase any loan or investment it could make, and 
may issue any 1e;ter of credit it could issue, if it were incorporated and operating as a federal association domiciled in this 
state, so long as for each transaction the association complies with all applicable regulations governing such activities by 
federal associations. However, all such loans, letters of credit, or investments must be documented in accordance with the 
applicable requirements of this chapter. 

(b) An association may make, commit to make, purchase, or commit to purchase the following types of loans or 
participations: 
(1) residential real estate loans, in accordance with $65.5 of this title (relating to Residential Real Estate Loans); 
(2) commercial real estate loans, in accordance with $65.6 of this title (relating to Commercial Real Estate Loans); 
(3) unimproved real estate loans, in accordance with $65.7 of this title (relating to Unimproved Real Estate Loans); 
(4) personal property loans, in accordance with $65.8 of this title (relating to Personal Property Loans); 
(5) oil and gas loans, in accordance with $65.9 of this title (relating to Oil and Gas Loans); 
(6) wrap-around real estate loans, in accordance with $65.10 of this title (relating to WrapAround Real Estate Loans); 
(7) loans to officers, directors, affiliated persons, or employees of the association, in accordance with $65.1 1 of this 

title (relating to Loans to Officers, Directors, Affiliated Persons and Employees); 
(8) unsecured loans, in accordance with $65.12 of this title (relating to Unsecured Loans); 
(9) manufactured home loans, in accordance with $65.13 of this title (relating to Manufactured Home Loans); 

(10) home improvement loans, in accordance with $65.14 of this title (relating to Home Improvement Loans); 
(1 1) acquisition, development and construction loans, in accordance with $65.15 of this title (relating to Acquisition, 

Development and Construction Loans); and 
(12) interim construction loans, in accordance with $65.16 of this title (relating to Interim Construction Loans); 
(13) without regard to any loan limitations or restrictions otherwise imposed by this chapter other than $65.17 of this 

title (relating to Loan Documentation), any loan, secured or unsecured, which is insured or guaranteed in any 
manner and in any amount by the United States or any instrumentality thereot 

(14) loans fully secured by savings accounts owned or otherwise pledged for or by the borrower; 
(15) loans on the security of real estate loans which the association could make under this chapter. 

(c) A loan secured by a first lien on a leasehold interest in real property and improvements situated thereon shall be 
considered a residential or commercial real estate loan, as applicable under this chapter, provided, if the term of the loan 
is five years or less, then the unexpired term of the leasehold estate must extend or be automatically renewable for a period 
equal to twice the term of the loan, and if the term of the loan is more than five years, the unexpired term of the leasehold 
estate must extend or be automatically renewable for a period of at least five years beyond the duration of the loan. 

(d) Except in the case of wrap-around real estate loans and home improvement loans, an association may not make a loan 
which is secured by a lien inferior to a second lien upon the security property unless every prior lien thereon is owned by 
the association. 
An association may sell, with or without recourse, any loan or participation therein which the association may make 
under this chapter. 
An association may service any loans sold by the association and may service loans originated by other lenders. 
An association may issue and honor letters of credit in accordance with 565.18 of this title (relating to Letters of Credit). 

(h) An association may purchase the following types of investments: 
(1) any investment it could make if it were incorporated and operating as a federal association domiciled in this state, 

so long as for each such investment the association complies with all applicable regulations governing such 
activities by federal associations; 

(2) interests in real property, in accordance with $65.19 of this title (relating to Investments in Real Property); 
(3) interests in deferred payment obligations, in accordance with $65.20 of this title (relating to Investments in 

Deferred Payment Obligations); and 
(4) interests in securities, in accordance with $65.21 of this title (relating to Investments in Securities). 

All provisions and limitations of this chapter shall apply to subsidiaries of an association. 

Source: The provisions of this 865.1 adopted to be erective December 27, 1985, 10 TexReg 4795. 

$65.2. Loans and Investments Made Under Prior Rules and Purchases of Such Loans or Participations Therein. 

Any loan, investment, letter of credit, or legally binding commitment therefor, made by an association in compliance 
with then current rules shall not be affected by this chapter during the original term thereof. Additionally, the regulations 
contained in this chapter do not apply to any renewal, extension, or rearrangement of any l ~ a n ,  if: 
(1) the total obligations of the borrower do not increase other than as provided in the instruments evidencing such 

loan, so long as the renewed, extended, or rearranged loan amount does not exceed 100% of the appraised value of 
the security property at the time the previous loan was made and so long as the renewal, extension, or 
rearrangement is executed on or before December 31, 1989; or 

(2) the renewal, extension, or rearrangement: 
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(A) is with respect to a loan which matures on or before December 31, 1986; 
(B) is executed on or before December 31,1986; 
(C)  does not cause the loan amount to exceed 100% of the appraised value of the security property at the time 

the previous loan was made; and 
(D) does not provide for a maturity date for such renewed, extended, or rearranged loan beyond December 3 1, 

1987. 
(b) Any renewal, extension, or rearrangement of a loan, investment, or letter of credit that does not meet these exceptions 

shall be in compliance with the provisions of this chapter. 
(c) An association may purchase a loan, or a participation therein, even though the loan does not meet the requirements of 

this chapter, if the loan was made in compliance with regulations applicable at the time the loan was made. If the loan has 
been renewed, extended, or rearranged after December 27, 1985, such renewal, extension, or rearrangement must have 
been in compliance with this section. 

Source: The provisions of this $65.2 adopted to be effective December 27, 1985, 10 TexReg 4795; amended to be effective July 1 ,  1986, 1 I TexReg 
2810. 

565.3. Definitions. 

The following words and terms, when used in this chapter, shall have the following meanings: 
Acquisition, development and construction loans (ADC loans)-Either loans to finance the acquisition of unimproved land and 
the development of such land by the installation of utilities, streets, and such other amenities necessary so that structures which 
would qualify the land as commercial or residential real estate may be built thereon or loans to finance not only the acquisition 
and development of land but also the building of residential or commercial structures thereon. This term does not include any 
funds advanced in a transaction which is properly classifiable as an investment under generally accepted accounting principles. 
Affiatedperson-A director, officer, or controlling person of an association; a spouse of a director, officer, or controlling person 
of an association; a member of the immediate family of a director, officer, or controlling person of such association, who has the 
same home as such person or who is a director or officer of any subsidiary of such association or of any holding company affiliate 
of such association; any corporation or organization (other than the association or a corporation or organization through which 
the association operates) of which a director, officer, or controlling person of such association is chief executive officer, chief 
financial officer, or a person performing similar functions, is a general partner, is a limited partner who, directly or indirectly 
either alone or with his spouse and the members of his immediate family who are also affiliated persons of the association, owns 
an interest of 10% or more in the partnership (based on the value of his contribution) or who, directly or indirectly with other 
directors, officers, and controlling persons of such association and their spouses and their immediate family members who are 
also affiliated persons of the association, owns an interest of 25% or more in the partnership or directly or indirectly either alone 
or with his spouse and the members of his immediate family who are also affiliated persons of the association, owns or controls 
109'0 or more of any class of equity securities or owns or controls, with other directors, officers, and controlling persons of such 
association and their spouses and their immediate family members who are also affiliated persons of the association, 25% or 
more of any class of equity securities; and any trust or other estate in which a director, officer, or controlling person of such 
association or a member of his immediate family has a substantial beneficial interest or as to which such person or his spouse 
serves as trustee or in a similar fiduciary capacity. 
Break even income-Any excess of gross income generated by the security property over operating expenses incurred (including, 
but not limited to, debt service but excluding depreciation), determined on an accrual basis, in accordance with generally 
accepted accounting principles, for any six consecutive months after execution of the loan. Debt service shall be calculated on 
the basis of the interest rate contracted for in the loan, whether paid or accrued, whichever is higher. 
Commercial real estate-Land on which structures or improvements which do not qualify the property as residential real estate 
are located. 
Home-A structure designed and used as a residence by one family, or a structure designed and used for occupancy for one to 
four family units. The term also includes common areas, around townhouses or condominium units, which are incidental to 
ownership of the residence. 
Home improvement loan-Any loan made for the improvement, maintenance, repair, modernization, or equipment of a home. 
Zmmediatefamily-Whether by the full or half blood or by adoption, such person's spouse, father, mother, children, brothers, 
sisters, and grandchildren; the father, mother, brothers, and sisters of such person's spouse; and the spouse of a child, brother, or 
sister of such person. 
Interim construction loans-loans made to finance the improvement of or the building of residential or commercial structures 
on developed building sites, and may include the acquisition of such developed building sites. This term does not include home 
improvement loans allowed under $65.14 of this title (relating to Home Improvement Loans). 
Loans-For purposes of limitations on loans to one borrower, the total amounts of funds advanced under a loan agreement or 
commitment plus any interest due and unpaid, less repayments. The term also includes credit extended in the form of finance 
leases; potential liabilities under standby letters of credit, lines of credit, and guarantee or suretyship obligations, except to the 
extent the institution has recourse to cash or a segregated deposit account of its customer to indemnify it against such liabilities; 
undisbursed loan proceeds, unless the loan is subject to an overline purchase commitment of another financial institution; 
investments in commercial paper and corporate debt obligations; funds which the association is unconditionally committed to 
advance in the future under any type of commitment; and the amount of funds advanced on a wrap-around loan, plus the 
unpaid balances of any prior liens the association is allowed to pay under the loan agreement. The term does not include a loan 
or participation interest the association has sold without recourse, a loan secured by a first lien on real estate subject to an annual 
contributions contract under former $23 of the United States Housing Act of 1937, a loan on the security of the institution's 
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deposit accounts, or a deposit or a loan of unsecured day(s) funds (i.e., federal funds or similar unsecured loans) with a 
commercial bank or a savings association. 
Manufactured home-A structure, transportable in one or more sections, which in the traveling mode is eight body feet or more 
in width or forty body ?eet or more in length, or when erected on site, is three hundred twenty or more square feet, and which is 
built on a permanent chassis and designed to be used as a dwelling with or without a permanent foundation when connected to 
the required utilities, and includes the plumbing, heating, air conditioning, and electrical systems. 
Manufactured home chattel paper-A document evidencing an installment sales contract or a loan or interest in a loan secured 
by a lien on one or more manufactured homes and equipment installed or to be installed therein. 
One-borrower-Any person or entity that is, or that upon the making of a loan will become, obligor on a loan or guarantor of a 
loan; nominees of such obligor; all persons, trusts, syndicates, partnerships, and corporations of which such obligor is a nominee, 
a beneficiary, a member, a general partner, a limited partner owning an interest of ten percent or more (based on the value of his 
contribution), or a record or beneficial stockholder owning ten percent or more of the capital stock; and if such obligor is a trust, 
syndicate, partnership, or corporation, all trusts, syndicates, partnerships, and corporations of which any beneficiary, member, 
general partner, limited partner owning an interest of ten percent or more, or record or beneficial stockholder owning ten percent 
or more of the capital stock, is also a beneficiary, member, general partner, limited partner owning an interest of ten percent or 
more, or record or beneficial stockholder owning ten percent or more of the capital stock of such obligor. In the case of a loan 
that has been assumed by a third party with the consent of the lending institution, the former debtor shall not be deemed an 
"obligor." 
Personal property-Tangible and intangible property which is not real property, including the following items as defined in the 
Texas Business and Commerce Code: consumer goods, equipment, farm products, inventory, accounts, instruments, chattel 
paper, documents, general intangibles, cash proceeds, and non-cash proceeds. 
Recourse-For the purposes of 9965.6, 65.7, 65.15, and 65.16, of this title, (relating to Commercial Real Estate Loans; 
Unimproved Real Estate Loans; Acquisition, Development, and Construction Loans; and Interim Construction Loans) a 
contract by a borrower or guarantor to repay at least 25% of the principal balance outstanding from time to time, together with 
100% of all interest accrued on the loan and all expenses and costs incurred in connection with the loan. For all other sections, a 
contract by a borrower or guarantor to repay 100% of all amounts due and owing under the loan. 
Residential real eslate-Land on which a house, a home, or an apartment house is located. 
Unimproved real estate-Land which has no substantial improvements or utilities. All other real estate shall be considered 
residential real estate or commercial real estate. 
Wrap-around real estate loan-A financing device whereby a junior mortgage lien secures a liability consisting of the amount of 
senior debt, plus any additional funds advanced to the borrower. 

Source: The provisions of this 565.3 adopted to be effective December 27, 1985, 10 TexReg 4795. 

#5.4. Limitations on Aggregate Loans to One Borrower. 

No association shall make a loan or loans pursuant to this chapter to any one borrower which, in the aggregate, exceed $75,000, 
or the association's net worth as defined in Chapter 64 of this title (relating to Books, Records, Accounting Practices, Financial 
Statements, Reserves, Net Worth), whichever is greater. More restrictive limitations on loans to one borrower may apply to 
specific types of loans under other sections of this chapter. 

Source: The provisions of this 565.4 adopted to be effective December 27, 1985, 10 TexReg 4795. 

W5.5. Residential Real Estate Loans. 

(a) An association may make loans or purchase participations in loans secured by a first and prior lien on residential real 
estate, in the amount of 100% of the appraised value of the security property, or if the loan is for the purchase of the 
property, the purchase price, plus the cost of any improvements included in the subject loan, if less than the appraised 
value, on the terms set out in this section. 

(b) An association may make loans or purchase participations in loans secured by a second lien on residential real estate, in 
the same amount as if the loan were secured by a first lien, less the unpaid balance of the first lien indebtedness and any 
authorized future advances thereon, on the terms set out in this section. Unless the association holds the prior lien, the 
second lien shall not be inferior to any open ended future advances under the first lien agreement to which the security 
property is subject, other than disbursements authorized under the Texas Savings and Loan Act, 95.06. 
Except as provided in subsection (d) or (e) of this section, all residential real estate loans shall be repayable in monthly 
installments in an amount sufficient to fully amortize payment of principal and interest within a period not to exceed 40 
years from the date the loan is made, unless other terms or repayment periods are allowed as specified in subsection (e) of 
this section. 

(d) Residential real estate loans may provide for variable interest rates, so long as the following provisions are met: 
( 1 )  the term of the loan does not exceed 40 years; 
(2) the factor or index governing the extent of the variation is not under the control of the association and can be 

readily ascertained from sources available to the public or any other index approved in writing by the 
commissioner which is available to the public; and 

(3) the unpaid principal balance of the loan, where all or a portion of the interest component of the periodic payments 
has been added to principal during the loan term, shall not exceed 125% of the original appraised value of the 
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security, except where the commissioner has given specific prior written approval of a particular loan plan under 
which a larger amount of negative amortization occurs or may occur. 

(e) Monthly repayment of principal and interest is not required under the following circumstances: 
(1) when the loan is repayable in quarterly, semi-annual, or annual installments, provided such installments are in an 

amount sufficient to retire the debt, both interest and principal, within 20 years; or 
(2) when loan payments do not amortize principal, provided interest is payable at least semi-annually and the term of 

the loan does not exceed five years; or 
(3) when the loan is on a home and provides for graduated monthly payments during a period not to exceed the first 

10 years of the loan, provided the 40 year repayment provision of subsection (c) of this section is met, and 
provided: 
(A) monthly payments during the first five years of the loan are in an amount sufficient to pay all interest due 

on the loan and all pro-rated taxes, insurance and governmental charges assessable for the payment period; 
and any payments in excess of such amounts shall be credited to prepaid interest, principal, or escrow for 
taxes and insurance, at the borrower's option; and 

(B) monthly payments for years six - nine of the loan term are in an amount sufficient to pay all items stated in 
subparagraph (A) of this paragraph for the payment period, together with a principal payment sufficient to 
amortize the entire principal balance of the loan within a period not to exceed 50 years; and 

(C)  monthly payments after 10 years from original date of the loan are in an amount sufficient to pay all items 
stated in subparagraph (A) of this paragraph, together with a principal payment sufficient to amortize the 
entire principal balance of the loan within a period not to exceed the next 30 years. 

(0 Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a) of this title 
(relating to Loan Documentation). 

Source: The provisions of this 665.5 adopted to be effective December 27,1985, 10 TexReg 4795; amended to be effective July 1, 1986, 1 1  TexReg 
2810. 

$65.6. Commercial Real Estate Loans. 

(a) An association may make loans or purchase participations in loans secured by a first and prior lien on commercial real 
estate, in the amount of 100% of the appraised value of the security property or if the loan is for the purchase of the 
property, the purchase price, if less than the appraised value, on the terms set out in this section. 

(b) An association may make loans or purchase participations in loans secured by a second lien on commercial real estate, in 
the same amount as if the loan were secured by a first lien, less the unpaid balance of the first lien indebtedness and any 
authorized future advances thereon, on the terms set out in this section. Unless the association holds the prior lien, the 
second lien shall not be inferior to any open ended future advances under the first lien agreement to which the security 
property is subject, other than disbursements authorized under the Texas Savings and Loan Act, 45.06. - -  - 

(c) All commercial real estate loans shall be repayable in the same manner provided for residential real estate loans in $65.5 
of this title (relating to Residential Real Estate Loans), except that, provided the repayment period does not exceed 30 
years, the loan may provide for graduated monthly payments only during a period not to exceed the first five years of the 
loan, if the payments are in an amount sufficient to pay all interest due on the loan and all pro-rated taxes, insurance and 
governmental charges assessable for the payment period; and any payments in excess of such amounts shall be credited to 
prepaid interest, principal, or escrow for taxes and insurance, at the borrower's option. 

(d) A loan made under this section may include amounts to pay interest on the loan, and other fees, if the loan amount 
conforms to this section, and provided a detailed, narrative underwriting report is prepared and included in the loan file 
explaining the reasons relied upon by the association for including such amounts in the loan. In no event shall a loan 
include amounts to pay interest or fees, unless the association has recourse and the amount of the loan does not exceed 
90% of the appraised value of the security property. Notwithstanding any recourse requirement, an association may elect 
to release the borrower or guarantor from liability, if the association determines that the security property has generated 
break even income. Any amount of the loan that represents interest shall not be disbursed until such interest is due. 

(e) Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a) of this title 
(relating to Loan Documentation). 

Source: The provisions of this 865.6 adopted to be effective December 27, 1985, 10 TexReg 4795. 

$65.7. Unimproved Real Estate Loans. 

(a) An association may make loans or purchase participations in loans secured by a first and prior lien on unimproved real 
estate, in the amount of 100% of the appraised value of the security property, or if the loan is for the purchase of the 
property, the purchase price, if less than the appraised value, on the terms set out in this section. 

(b) An association may make loans or purchase participations in loans secured by a second lien on unimproved real estate, in 
the same amount as if the loan were secured by a first lien, less the unpaid balance of the first lien indebtedness and any 
authorized future advances thereon, on the terms set out in this section. Unless the association holds the prior lien, the 
second lien shall not be inferior to any open ended future advances under the first lien agreement to which the security 
property is subject, other than disbursements under the Texas Savings and Loan Act, $5.06. 

(c) Any such loan must be repayable in the same manner provided for residential real estate loans in $65.5 of this title 
(relating to Residential Real Estate Loans), except $65.5 (e)(3). 
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(d) A loan made under this section may include amounts to pay interest on the loan, and other fees, if the loan amount 
conforms to this section, and provided a detailed, narrative underwriting report is prepared and included in the loan file 
explaining the reasons relied upon by the association for including such amounts in the loan. In no event shall a loan 
include amounts to pay interest or fees, unless the association has recourse and the amount of the loan does not exceed 
90% of the appraised value of the security property. Any amount of the loan that represents interest shall not be disbursed 
until such interest is due. 

(e) Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a) of this title 
(relating to Loan Documentation). 

Source: The provisions of this $65.7 adopted to be effective December 27, 1985, 10 TexReg 4795. 

565.8. Personal Property Loans. 

(a) An association may make loans or purchase participations in loans secured by perfected first lien security interests in 
personal property as provided in the Texas Business and Commerce Code, in the amount of 100% of the appraised or 
market value of the security property, or if the loan is for the purchase of the property, the purchase price if less than the 
appraised value. The loan must be on the terms set out in this section. 

(b) The aggregate amount of any such loans to one borrower shall not exceed $100,000 or 15% of the association's net worth, 
whichever is greater. 

(c) Any such loan in an amount less than $15,000 must mature and become payable within 60 months from the date the 
loan is made, and interest must be payable at least semi-annually. Any such loan in an amount of $15,000 to $30,000 
must mature and become payable within 120 months from the date the loan is made, and interest must be payable at least 
semi-annually and principal payable at least annually in an amount sufficient to fully amortize the loan. Any such loan 
in an amount over $30,000 must mature and become payable within 180 months from the date the loan is made, and 
interest must be payable at least semi-annually and principal payable at least annually in an amount sufficient to fully 
amortize the loan. 

(d) A loan made under this section may include add-on interest as authorized by the Texas Credit Code, Texas Civil Statutes, 
Article 5069, $1.01, et seq. 

(e) Except for add-on interest, a loan made under this section may include amounts to pay interest on the loan, and other 
fees, only if the loan amount conforms to this section, and provided a detailed, narrative underwriting report is prepared 
and filed in the loan file explaining the reasons and justifications the association relied upon to include such amounts in 
the loan. However, the loan shall not include amounts to pay interest on the loan, unless the association has full recourse 
against the borrower for repayment of the loan and the amount of the loan does not exceed 80% of the appraised value of 
the security property. Any amount of the loan which represents interest shall not be disbursed until earned. 
The association shall monitor the security property to insure that the unpaid balance of the loan does not exceed value of 
the property during the term of the loan. 
Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a)(1)-(8),(12), and 
(1 3) of this title (relating to Loan Documentation). If other property (for example, residential or commercial real estate) is 
provided as additional security for the loan, the loan is not required to meet the requirements of this chapter for loans 
secured by such property, so long as all requirements of this section are met. 

Source: The provisions of this $65.8 adopted to be effective December 27, 1985, 10 TexReg 4795. 

565.9. Oil and Gas Loans. 

An association may make loans or purchase participations in loans secured by a first and prior lien on proven reserves of 
oil and gas and other minerals in place and before they have been extracted from the ground, in an amount not to exceed 
100% of the value of the proven reserves which act as security, as reasonably estimated by competent reserve evaluation 
specialists, or on producing oil and gas properties and an assignment of the proceeds of the sale of the portion of the total 
production attributable to the interest securing the loan, but no such loan shall exceed three times the annualized net 
revenue accruing to the interest securing the loan at the time the loan is made. 
The aggregate amount of any such loans to one borrower shall not exceed $100,000 or 10% of the association's net worth, 
whichever is greater. 
Any such loan must mature and become payable within 60 months from the date the loan is made, and shall be repayable 
in installments of principal and interest, payable no less often than semi-annually. 
A loan made under this section may include amounts to pay interest on the loan, and other fees, if the loan amount 
conforms to this section, and provided a detailed, narrative underwriting report is prepared and filed in the loan file 
explaining the reasons and justifications the association relied upon to include such amounts in the loan. However, the 
loan shall not include amounts to pay interest on the loan, unless the association has full recourse against the borrower for 
repayment of the loan and the amount of the loan does not exceed 80% of the appraised value of the security property. 
Any amount of the loan which represents interest shall not be disbursed until earned. 
Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a) of this title 
(relating to Loan Documentation). 
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(0 No other provision of this chapter other than $65.l(a) of this title (relating to Types of Loans, Letters of Credit, and 
Investments Authorized) or 865.12 of this title (relating to Unsecured Loans) shall be utilized to make loans or purchase 
participations in loans secured by oil and gas and other minerals before they have been extracted from the ground. 

Source: The provisions of this 565.9 adopted to be efFective December 27, 1985, 10 TexReg 4795. 

w5.10. Wrap-around Real Estate Loans. 

An association may make loans or purchase participations in wrap-around real estate loans provided that: 
(1) the loan is secured by a lien on real estate on which there exist prior liens; 
(2) the loan is evidenced by a note or bond which: 

(A) principal amount equals the aggregate of the outstanding prior indebtedness plus the additional funds 
advanced or to be advanced by the wrap-around lender; 

(B) requires payments by the wrap-around borrower to the wrap-around lender of periodic installments at least 
sufficient to make required current payments on the prior indebtedness; and 

(C) allows the wrap-around lender to make the payments due on the prior indebtedness; 
(3) any such wrap-around loan must also meet the terms for and limitations on real estate loans, as applicable, set out 

in this chapter. 
(4) prior to funding a loan under this section, an association shall comply with the requirements of §65.17(a) of this 

title (relating to Loan Documentation). Further, the loan file shall contain complete documentation of the date, 
amount, interest rate, terms, maturity and unpaid balance of all prior liens on the security property together with 
estoppel letters or certificates from prior lienholders which obligate such prior lienholders to give the wrap-around 
lender notice of any default on the prior indebtedness and an opportunity to cure any such default. The unpaid 
balance of all such prior liens shall be included when computing loan-to-one-borrower limitations of this chapter. 

Source: The provisions of this 565.10 adopted to be effective December 27, 1985, 10 TexReg 4795. 

&5.11. Loans to Officers, Directors, Affiliated Persons and Employees. 

(a) An association may make loans authorized by this chapter to any oficer at or above the level of vice president, any 
affiliated person other than those mentioned in subsection (b) of this section, or any director of the association on the 
following terms: 
(1) prior to funding, the loan must be approved by a majority of the disinterested members of the board of directors, 

with the vote of each director reflected in the minutes, at a duly constituted meeting; and 
(2) the loan shall be at a yield not less than the association's average cost of funds and shall be on other terms no more 

favorable to the borrower than if the borrower were not an officer, director, or affiliated person of the association. 
(3) for loans up to $100,000 in the aggregate to any such person, a loan committee of disinterested directors may 

approve such loans. 
(b) An association may make loans authorized by this chapter to any other officer or employee of the association, provided 

the loan is processed and approved in accordance with written procedures adopted by the board of directors, a copy of 
which shall be provided to the commissioner immediately after adoption. Such loans shall be at a yield not less than the 
association's average cost of funds and shall be on other terms no more favorable to the borrower than if the borrower 
were not an employee of the association. 

(c) Prior to funding a loan under this section, an association shall comply with the loan documentation requirements of this 
chapter as applicable to the type of loan in question. 

(d) All such loans shall fully comply with the applicable provisions of this chapter. 

Source: The provisions of this 565.1 1 adopted to be effective December 27, 1985, 10 TexReg 4795. 

$65.12. Unsecured Loans. 

(a) An association may make unsecured loans or purchase participations in unsecured loans, provided that the aggregate 
amount of such unsecured loans to one borrower shall not exceed $50,000 or 10% of the association's net worth, 
whichever is greater. 

(b) All such loans shall be repayable in substantially equal monthly installments of principal and interest within a period not 
to exceed five years from the date the loan is made, unless other terms and repayment periods are allowed in subsection 
(c) of this section. 

(c) Such loans may provide for repayment of interest only, not less than quarterly, so long as the loan fully matures and 
becomes payable within 24 months from the date the loan is made, or such loans may provide for repayment of interest 
only, not less than semi-annually, so long as the loan fully matures and becomes payable within 12 months from the date 
the loan is made. 

(d) Real estate, personal property, or interests in oil and gas leases may be provided as security for such loans without meeting 
the requirements of this chapter for loans on such security, so long as all requirements of this section are met. 

Revision No. 5 Copyright O 1988 Harl InJormarion Sysrems, Inc. 



Ch. 65 LOANS AND INVESTMENTS. 

(e) Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(c) of this title 
(relating to Loan Documentation). 

Source: The provisions of this 865.12 adopted to be effective December 27, 1985, 10 TexReg 4795; amended to be erective June 26, 1987, 12 
TexReg 1902. 

p5.13. Manufactured Home Loans. 

(a) An association may make or purchase participations in loans secured by perfected first lien security interests in 
manufactured homes, in the amount of 100% of the appraised or market value of the security property, or if the loan is for 
the purchase of the property, the purchase price, if less than appraised or market value, on the terms set out in this section. 

:b) The aggregate amount of any such loans to one borrower shall not exceed $75,000 or 10% of the association's net worth, 
whichever is greater. This limitation does not apply to manufactured home chattel paper purchased by an association if 
the association's board of directors designates an officer whose responsibility shall be to certify in writing that the financial 
condition of each maker of such chattel paper is adequate to service the debt on such paper, and who shall also certify in 
writing that the association is relying primarily on the responsibility of each maker for payment of such loans and not 
upon any full or partial recourse, endorsement or guaranty by the person who transfers the paper to the association. Such 
certification must be part of the permanent loan file. In such a case, the loan to one borrower limitation shall apply to 
each such maker. 
Any such loan must mature and become payable within 240 months from the date the loan is made, and shall be 
repayable in monthly installments of principal and interest. 

(d) No loan made under this section shall include amounts to pay interest on the loan. 
(e) Prior to funding a loan under this section, an association shall have in its permanent loan file for such loan the following 

documents and records: 
(I) an application for the loan, signed by the borrower, which discloses the purpose for which the loan is sought, the 

identity of the security property, and the source of funds which will be used to repay the loan; 
(2) a purchase money contract signed by the buyer and seller; 
(3) financial information about the borrower consisting of the information in the applicant's file at the local credit 

reporting agency, together with an application for credit signed by the borrower. A current report shall contain 
information updated to within six months prior to the date of application for loan; 

(4) a loan approval sheet, indicating the amount and terms of the loan, the date of loan approval, by whom approved, 
the signatures of the persons approving the plan, any conditions of approval and certifying that the persons 
approving the loan have confirmed that applicable loan-to-oneborrower limitations are met; - - - - - 

(5) a loan disbursement statement, indicating the date, amount, and ultimate recipient of every disbursement of the 
proceeds of such loan; 

(6)  a loan settlement statement, indicating in detail the expenses, fees, and charges the borrower or borrowers have 
paid in connection with such loan; 

(7) the promissory note signed by the borrower, and the original of the signed instrument creating or constituting the 
lien securing the loan; 

(8) the application for or original document of title issued pursuant to the Texas Manufactured Housing Standards 
Act, or any amendments thereto, showing the association as first lienholder; 

(9) evidence that the manufactured home is insured against loss by a fire and extended coverage policy or its 
equivalent issued by an insurance company authorized to do business in the state where the security is located and 
naming the association as a co-insured, as its interest may appear; 

(10) in the case of a new mobile home, the maximum loan amount shall not exceed 135% of the manufacturer's invoice 
plus sales tax, insurance premiums, license and title fees, and dealer-installed options. In the case of used units, the 
maximum loan amount shall not exceed NADA value plus dealer installed new equipment or appraised value plus 
sales tax, license and title fees, and insurance premiums; 

(1 1) if security for the loan is real estate, a professional appraisal report by an appraiser or committee of appraisers, who 
may be employees of the association, who are on a list of appraisers approved by the board of directors, in writing 
and in a form approved by the American Institute of Real Estate Appraisers or the Society of Real Estate 
Appraisers, the Federal Home Loan Mortgage Corporation or the Federal National Mortgage Association. Other 
property may be provided as additional security for the loan, without meeting the requirements of this chapter for 
loans secured by such property, so long as all requirements of this section are met. 

Source: The provisions of this 565.13 adopted to be effective December 27, 1985, 10 TexReg 4795. 

p5.14. Home Improvement Loans. 

An association may make or purchase participations in home improvement loans secured by a lien on a home, on the 
terms set out in this section. In no event shall the amount of the loan, when added to the unpaid balance of all prior liens, 
exceed the appraised value of the security property. 
Any such loan must mature and become payable within 240 months from the date the loan is made, and shall be 
repayable in monthly installments of principal and interest, or may mature and be repayable as allowed in §65.5(e) (1) or 
(2) of this title (relating to Residential Real Estate Loans). 
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(c) Prior to funding a loan under this section, an association shall have in its permanent loan file for such loan the following 
documents and records: 
(1) an application for the loan, signed by the borrower, which discloses the purpose for which the loan is sought, the 

identity of the security property, and the source of funds which will be used to repay the loan; 
(2) a proposal signed by the borrower and, if applicable, the contractor reflecting the home improvements to be 

accomplished; 
(3) financial information about the borrower consisting of the information in the applicant's current file at the local 

credit reporting agency, together with written certification by the borrower that no material adverse changes in the 
financial information have occurred since the date of such information. A current report shall contain 
information updated to within six months prior to the date of application for loan; 

(4) a loan approval sheet, indicating the amount and terms of the loan, the date of loan approval, by whom approved, 
the signatures of the persons approving the loan, and any conditions of approval and certifying that the persons 
approving the loan have confirmed that applicable loan-to-one-borrower limitations are met; 

(5) a loan settlement statement, indicating in detail the expenses, fees, and charges the borrower or borrowers have 
paid in connection with such loan; 

(6) the promissory note signed by the borrower; 
(7) the original of the signed instrument or instruments creating or constituting the lien securing the loan; 
(8) evidence that the association will have a valid lien on the security property according to the terms of the loan 

documents; 
(9) evidence that the home and all insurable improvements are insured against loss by a fire and extended coverage 

policy or its equivalent issued by an insurance company authorized to do business in the state in which the home is 
located and naming the association as co-insured, as its interest may appear; 

(10) for all loans of $50,000 or more, a written appraisal report by an appraiser or committee of appraisers, who may be 
employees of the association, who are on a list of appraisers approved by the board of directors and in a form 
approved by the American Institute of Real Estate Appraisers, the Society of Real Estate Appraisers, the Federal 
Home Loan Mortgage Corporation, or the Federal National Mortgage Corporation. The appraisal report shall be 
signed by the appraiser or committee of appraisers; 

(1 1) a written opinion of value, with picture of property, by an appraiser appointed by the board of directors on all 
home improvement loans under $50,000. 

(d) Other property may be provided as additional security for the loan, without meeting the requirements of this chapter for 
loans secured by such property, so long as all requirements of this section are met. 

(e) Upon completion of the improvements financed by the loan, a certificate of completion executed by the owner or 
contractor shall be made part of the permanent loan file. 

(0 A loan made under this section may include add-on interest as authorized by the Texas Credit Code, Texas Civil Statutes, 
Article 5069, 1.0 1, et seq. 

(g) Except for add-on interest, a loan made under this section may include amounts to pay interest on the loan, and other 
fees, only if the loan amount conforms to this section, and provided a detailed, narrative underwriting report is prepared 
and filed in the loan file explaining the reasons and justifications the association relied upon to include such amounts in 
the loan. However, the loan shall not include amounts to pay interest on the loan, unless the association has full recourse 
against the borrower for repayment of the loan and the amount of the loan does not exceed 80% of the appraised value of 
the security property. Any amount of the loan which represents interest shall not be disbursed until earned. 

Source: The provisions of this $65.14 adopted to be effective December 27, 1985, 10 TexReg 4795. 

§65.15. Acquisition, Development and Construction Loans. 

(a) An association may make or purchase participations in acquisition, development, and construction loans when the loans 
are secured by a first and prior lien on the real estate acquired and all structures and improvements to be constructed 
thereon under the loan agreement. 

(b) All such loans shall be in an amount not to exceed 100% of the appraised value of the real property and the contemplated 
improvements and structures, when completed. 

(c) All such loans shall be repayable in full within five years from the date the loan is made, and interest shall be payable at 
least semi-annually. Such loans may provide for variable interest rates, so long as the factor or index governing the extent 
of the variation is not under the control of the association and can be readily ascertained from sources available to the 
public or any other index approved in writing by the commissioner which is available to the public. 

(d) Prior to funding a loan under this section, an association shall comply with the requirements of $65.17(a) of this title 
(relating to Loan Documentation). 

(e) A loan made under this section may include amounts to pay interest on the loan, and other fees, if the loan amount 
conforms to this section, and provided a detailed, narrative underwriting report is prepared and included in the loan file 
explaining the reasons relied upon by the association for including such amounts in the loan. In no event shall a loan 
include amounts to pay interest or fees, unless the association has recourse and the amount of the loan does not exceed 
90% of the appraised value of the security property. Notwithstanding any recourse requirement, an association may elect 
to release the borrower or guarantor from liability, if the association determines that the security property has generated 
break even income. Any amount of the loan that represents interest shall not be disbursed until such interest is due. 
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(f) Each such loan may be renewed beyond five years from the date the loan is made only with the express written permission 
of the commissioner. 

Source: The provisions of this $65.15 adopted to be effective December 27,1985, 10 TexReg 4795; amended to be effective July 1, 1986, 11 TexReg 
2810. 

p5.16. Interim Construction Loans. 

(a) An association may make or purchase participations in interim construction loans to finance the construction or 
improvement of residential or commercial structures when the loans are secured by first and prior liens on the real estate 
and all structures and improvements to be constructed thereon under the loan agreement. 

(b) All such loans shall be in an amount not to exceed 100% of the appraised value of the real estate and the contemplated 
structures when completed. 

(c) All such loans shall be repayable in full within 36 months from the date the loan is made, and interest shall be payable at 
least semi-annually. Such loans may provide for variable interest rates, so long as the factor or index governing the extent 
of the variation is not under the control of the association and can be readily ascertained from sources available to the 
public or any other index approved in writing by the commissioner which is available to the public. 

(d) Prior to funding a loan under this section, an association shall comply with the requirements of §65.17(a) of this title 
(relating to Loan Documentation). 

(e) A loan made under this section may include amounts to pay interest on the loan, and other fees, if the loan amount 
conforms to this section, and provided a detailed, narrative underwriting report is prepared and included in the loan file 
explaining the reasons relied upon by the association for including such amounts in the loan. In no event shall a loan 
include amounts to pay interest or fees, unless the association has recourse and the amount of the loan does not exceed 
90% of the appraised value of the security property. Any amount of the loan that represents interest shall not be disbursed 
until such interest is due. 

(f) Each such loan may be renewed beyond 36 months from the date the loan is made only with the express written 
permission of the commissioner. 

Source: The provisions of this $65.16 adopted to be effective December 27,1985, 10 TexReg 4795; amended to be effective July 1, 1986, 1 1 TexReg 
2810. 

w5.17. Loan Documentation. 

(a) Prior to funding any type of secured loan (other than a loan fully secured by an account at the association and loans made 
pursuant to 565.13 of this title (relating to Manufactured Home Loans), and 565.14 of this title (relating to Home 
Improvement Loans) made or purchased under this chapter, an association shall insure that the following documents and 
records are in the possession of the association or an escrow agent designated by the association before funding, together 
with a signed certification by an officer or employee that the loan documentation was complete before funding and such 
documents and records shall be placed in one permanent loan file immediately upon receipt by the association: 

(1) an application for the loan, signed by the borrower or his agent, (and if the borrower is a corporation, a board of 
directors resolution authorizing the loan) which discloses the purpose for which the loan is sought, the identity of 
the security property, and the source of funds which will be used to repay the loan; 

(2) a statement signed by the borrower or his agent, or a copy of the executed contract, disclosing the actual price at 
which the security is being purchased by the borrower, if the loan is made for the purpose of financing purchase of 
the security for the loan; 

(3) current financial statements signed by the borrower and all guarantors and current documented credit reports 
disclosing the financial ability of the borrower and guarantors (a current financial statement is as of a date within 
180 days before the application is filed) together with written certification by the borrower and guarantors that no 
material adverse changes in financial condition have occurred since the financial statement was prepared; 

(4) a loan approval sheet (which may be part of the loan application form) indicating the amount and terms of the 
loan, the date of loan approval, by whom approved, the signatures of the persons approving the loan, any 
conditions of approval, and verifying that the persons approving the loan have confirmed that applicable loan-to- 
one-borrower limitations are met; 

(5) a loan disbursement statement or other documentation, indicating the date, amount, and ultimate recipient of 
every disbursement of the proceeds of such loan (this requirement is not met by showing one or more 
disbursements to a title company or other escrow agent, but for a construction loan, this requirement may be met 
by documenting bona fide construction draw disbursements to the general contractor of the project, upon his 
completion of an affidavit stating that all bills for labor and materials have been paid as of the date of the 
disbursement); 

(6) a loan settlement statement, indicating in detail the expenses, fees, and charges the borrower or borrowers have 
paid in connection with such loan; 

(7) the promissory note or notes containing the borrower's obligation to repay duly executed by the borrower and all 
guaranty agreements duly executed by the guarantors (a copy of the note or notes may be kept in the loan file, if 
the original notes are stored for safekeeping in another location at the association); 

(8) the original mortgage, deed of trust, or other instrument creating or constituting the lien securing the loan; 
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(9) for real estate loans, or oil and gas or mineral loans, an attorney's opinion letter based on an abstract of title, or a 
policy of title insurance, or binder of same, issued by a title company authorized to insure titles in the state in 
which the security for the loan is located, showing that the lien securing such loan meets the applicable 
requirements of this chapter for liens securing the loan in question; 

(10) evidence that the insurable improvements of the real estate are insured against loss by a fire and extended coverage 
policy or its equivalent issued by an insurance company authorized to do business in the state in which the real 
estate security is located and naming the association as a co-insured, as its interest may appear; 

( I  1) for real estate loans, or oil and gas or mineral loans, a professional appraisal report by an appraiser or committee of 
appraisers, who may be employees of the association, who are on a list of appraisers approved by the board of 
directors is required. An oil and gas or mineral appraisal may be performed by a professional engineer certified as 
to the mineral in question. Reappraisals may be required by the commissioner on real estate or other property or 
interests therein securing loans, at the expense of the association, when the commissioner has reason to believe the 
value of the security is overstated for any reason. The appraisal report shall be in writing and in a form approved 
by the American Institute of Real Estate Appraisers, the Society of Real Estate Appraisers, the Federal Home Loan 
Mortgage Corporation, the Federal National Mortgage Association, or in the case of an appraisal of oil and gas or 
other minerals, the applicable society of engineers certified as to the mineral in question, and shall be signed by the 
appraiser or committee of appraisers. In case of renewal of a loan where additional funds are advanced by the 
association, a written certification of current value of the original appraiser or an acceptable substitute shall satisfy 
this subsection; 

(12) for personal property loans, a detailed explanation of how the association amved at the appraised or market value 
of the security property; 

(1 3) any loan agreement or other ancillary documents relating to the loan; 

(14) any documents required by the Texas Credit Code, Texas Civil Statutes, Article 5069, 91.01, et seq. 

(b) Notwithstanding the foregoing requirements, loans in an amount less than $50,000 shall meet only the documentation 
requirements of subsection (a) (1)-(8) of this section and of §65.14(c) (8), (9), and (1 I) of this title (relating to Home 
Improveme Loans). 

(c) Prior to funding any unsecured loan under this chapter, an association shall insure that the documents and records 
required in subsection (a) (1) and (3)-(7) of this section are in the possession of the association or an escrow agent 
designated by the association before funding, together with a signed certification by an officer or employee that the loan 
documentation was complete before funding. 

(d) Loan documentation which meets the documentation requirements of the applicable agency may be substituted for the 
requirements of this section for any loan of which at least 80% of the principal is guaranteed by the United States or any 
agency or instrumentality thereof, or which is guaranteed in any amount by the Veteran's Administration, Federal 
Housing Administration, or Farmer's Home Administration. 

(e) An association may designate as escrow agency an attorney or a title company either of which must be duly licensed in the 
state where the transaction is closed. However, where an escrow agent is used, all original documents shall be forwarded 
to the association within five business days after closing, or immediately after recording, for those documents which 
require filing of record. 

(0 The permanent loan file required by this section shall be located at an office of the association. Duplicate loan files or 
other files containing loan documentation not required by this section may be maintained at the association's discretion. 
Files for loans which are fully secured by accounts at the association may be maintained at the office where the loan was 
originated. 

(g) The permanent loan file shall contain evidence that the association obtained the prompt recording in the proper records 
of every mortgage, deed of trust, or other instrument creating, constituting, or transfemng any lien securing in whole or 
part any loan made under this chapter, or the association's interest therein. This requirement shall not apply to loan 
participations purchased by the association. 

(h) Where the proceeds of a loan are disbursed over the term of the loan in the form of draws by the borrower, the 
documentation supporting each draw shall be part of the permanent file. 

(i) The records of the association shall reflect that the board of directors has by appropriate resolution established procedures 
for the approval of all loans, loan commitments, or letters of credit made by the association and specifically fixing the 
authority and responsibility for preliminary loan approval by officers and employees of the association. Loans originating 
in branch offices, loan offices, or agencies shall be approved in the same manner as loans originating in the principal 
office. The board of directors shall approve or ratify all loans, except loans secured by savings accounts of the association 
and loans of less than $10,000. 

6) When an association purchases whole loans or participations in loans, it shall cause the assignment or transfer of its 
interest in the liens securing such loans to be in recordable form and maintained in the permanent file. If such loans are 
serviced by others, the servicing agreement shall be a part of the permanent file. The association shall obtain a 
certification from the seller of the loan or participation that the seller is in possession of all documents required by this 
section. 

(k) An association shall maintain a register of all outstanding loan commitments, including commitments to purchase loans 
or participations, containing the name and address of the customer to whom the commitment is made, dollar amount of 
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the commitment, and a summary of all material terms of the commitment, with a description of any written documents 
evidencing the loan commitment. 

Source: The provisions of this 565.17 adopted to be effective December 27, 1985, 10 TexReg 4795. 

Cross References: This section cited in 7 TAC 565.12 (relating to Unsecured Loans). 

$65.18. Letters of Credit. 

An association may issue letters of credit in accordance with the terms and conditions of the Uniform Commercial Code of the 
State of Texas and the Uniform Customs and Practice for Documentary Credits, 1983 Revision, ICC Publication No. 400, and in 
conformity with the following conditions: 

(1) the association shall maintain a letter of credit register containing name of customer, address, amount of credit 
extended and identifying number; 

(2) each letter of credit shall conspicuously state that it is a letter of credit or shall be conspicuously entitled as such; 
(3) unless otherwise approved in writing by the commissioner, or fully secured by accounts in the association, the 

association's undertaking shall be for a definite term, not to exceed 12 months from the date of issuance, and shall 
not be autpmatically renewable and shall be limited in dollar amount; 

(4) the association's obligation to pay shall arise only upon presentation of a draft and other documents as specified in 
the letter of credit and there shall be no obligation on the part of the association to determine questions of fact or 
law at issue between the account party and the beneficiary; 

(5) the association shall obtain an unqualified obligation from its customer to reimburse it for payments made under 
the letter of credit; 

(6)  the amount of each letter of credit shall be included in computing loan limitations to one borrower; 
(7) each letter of credit's terms shall be limited and its documentation shall be accomplished as though it were a loan 

under this chapter, and 
(8) an appropriate fee may be collected for each letter of credit issued. 

Source: The provisions of this 565.18 adopted to be effective December 27,1985, 10 TexReg 4795; amended to be effective September 5, 1986, 1 1  
TexReg 373 1. 

$65.19. Investments in Real Property. 

An association may, in the course of its business, purchase, sell, own, rent, lease, manage, subdivide, develop, improve, operate 
for income, or otherwise deal in and with real property, whether improved or unimproved (excluding any investment of any 
nature in an oil and gas drilling venture whether such invesment be in the stock of a corporate entity or in the partnership or 
joint venture interest of any entity making purchases or investments in oil and gas drilling ventures). Investments of an 
association under this section shall not at any one time aggregate more than an amount equal to 100% of an association's net 
worth without the prior written approval of the commissioner. All investments in real property under the authority of this 
section shall be subject to the following conditions. 

(1) All expenditures in connection with the purchase, construction, modernization, or improvement of such real 
property shall be capitalized and camed on the books of the association at its cost in such real estate. 

(2) Net profit realized from the exercise of the authority granted herein shall be determined by the use of generally 
accepted accounting principles. 

(3) Loans. 
(A) An association may lend an amount not to exceed otherwise applicable lending limitations under the rules 

and regulations for loans on real estate, to finance the sale by it of real property, or portions thereof, 
acquired under the authority of this section, which loans shall be secured by the real property sold and the 
terms of such loans shall be in accordance with otherwise applicable lending rules and regulations. 

(B) An association selling real property under this section, may receive as a part of the consideration a 
promissory note which provides for complete payment within the terms and limits established by the 
applicable section of this chapter. To the extent generally accepted accounting principles recognize the 
transaction as a sale, the book value of the property may be omitted in calculating the amounts allowed to 
be invested by the association under the authority of this section, but in the event of foreclosure, then the 
property shall be recorded on the books of the association as foreclosed real estate. In the event an 
appraisal was secured at the time of original investment, which supported the amount of the investment, 
then no appraisal shall be required as to the value of the real property sold if the sale exceeds the 
association's investment in said real property. Otherwise, a current appraisal is required to support the 
loan. 

(4) No investment pursuant to the authority granted in this section shall be held by an association more than five 
years, unless the commissioner shall have extended in writing the time in which such disposition shall be made. 

(5) No affiliated person of an association shall have any interest in the proceeds of an investment made by the 
association to acquire real property under this section or to construct or modernize improvements on such real 
property, unless full disclosure of all relevant factors of such relationship is made to the board of directors of the 
association and unanimously approved by the board of directors prior to the making of such investment; and 
further provided, that full disclosure of all relevant factors pertaining to such relationship together with the results 
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of the board of directors' action, be forwarded to the commissioner and his consent obtained before the making of 
any such investment. 

(6) If the commissioner finds that an association has abused or is abusing the authority granted in this section, he may, 
at his discretion, deny such association the right to future exercise thereof until such abuse or abuses have been 
corrected. 

(7) A state chartered savings association, domiciled and authorized to do business in Texas, or its wholly owned 
subsidiary, may participate in the purchase, investment in, and the development and improvement of real 
property as provided in this section, with other state chartered savings associations, federal savings and loan 
associations, commercial banks or mutual banks insured by the FDIC, the wholly owned subsidiaries of the 
foregoing, or an individual, firm, or corporation having suff~cient financial resources to carry out its obligations 
with respect to the venture. 

(8) An association may not invest more in space actually occupied by the association in office buildings than an 
amount equal to its net worth as reflected by its books at the time of such investment unless the investment of a 
greater amount is authorized by the commissioner in writing. However, the amount so invested in offlce buildings 
shall not be included in calculating the amount invested in real property pursuant to this section. 

(9) No association shall carry any real estate on its books at a sum in excess of the total amount invested by such 
association on account of such real estate, as calculated in accordance with generally accepted accounting 
principles, unless the commissioner has specifically approved in writing a higher valuation. An association selling 
real estate shall account for the sale in accordance with generally accepted accounting principles. - - 

(10) An association shall appraise every parcel of real estate at the time of acquisition, and upon completion of any 
permanent improvements. The association shall obtain from the appraiser a certificate stating whether the 
improvements have been completed in accordance with plans and specifications, and stating any difference in 
value caused by variations from plans and specifications. The report of such appraisal shall be in writing and kept 
in the records of the association. 

Source: The provisions of this $65.19 adopted to be effective December 27, 1985, 10 TexReg 4795. 

$65.20. Investments in Deferred Payment Obligations. 

Any association may invest its funds in deferred payment obligations, either secured or unsecured, arising out of loans made by 
others, and in deferred payment obligations arising out of installment sales contracts, provided, in respect to each obligation, 
that: 

(1) the obligation is in the form of a promissory note and, the association is indemnified against any and all claims 
and defenses the debtor may assert against the association for defects, misrepresentation, breach of warranty, non- 
delivery, common law fraud, and lack of or failure of consideration; 

(2) as to any obligation arising under the Consumer Credit Code, Texas Civil Statutes, Article 5069, Subtitle I, and 
any amendments to or revisions thereof, the investing association is indemnified against any and all claims and 
defenses the debtor may assert against the association for defects, misrepresentation, breach of warranty, non- 
delivery, common law fraud, and lack of or failure of consideration; 

(3) as to all obligations subject to the Consumer Credit Code, the requirements of the Code have been fully met; 
(4) all obligations purported to be secured by personal property are accompanied by a security agreement and a 

financing statement capable of perfecting a security interest in said property in the holder; 
( 5 )  all obligations purported to be secured, arising out of transactions concerning improvements to real property, shall 

be accompanied by either a security agreement and a financing statement capable of perfecting a security interest 
in the holder in any fixtures constituting security or any instrument creating a valid lien on the real estate 
improved, whichever is appropriate to the transaction; 

(6) the investing association could have made a direct loan to the obligor for the amount of the cash advance or 
principal balance of the obligation and for the repayment period thereof under this chapter. 

Source: The provisions of this $65.20 adopted to be effective December 27,1985, 10 TexReg 4795. 

$65.21. Investments in Securities. 

(a) An association shall have power to invest in obligations of, or guaranteed as to principal and interest by, the United States 
or this state; in stock of a federal home loan bank of which it is eligible to be a member, and in any obligations or 
consolidated obligations of any federal home loan bank or banks; in stock or obligations of the Federal Savings and Loan 
Insurance Corporation (FSLIC); in stock or obligations of a national mortgage association created by federal law or any 
successor or successors thereto; in demand, time, or savings deposits with any bank or trust company the deposits of 
which are insured by the Federal Deposit Insurance Corporation; in stock or obligations of any corporation or agency of 
the United States or this state, or in deposits therewith to the extent that such corporation or agency assists in furthering 
or facilitating the association's purposes or power; in demand, time, or savings deposits of any savings institution the 
deposits of which are insured by the FSLIC; in bonds, notes, or other evidences of indebtedness which are a general 
obligation of any city, town, village, county, school district, or other municipal corporation or political subdivision of this 
state; and in such other securities or obligations approved by the commissioner. No security owned by an association 
shall be carried on its books at more than actual cost thereof unless a different treatment is permitted by the commissioner 
in writing. 
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(b) An association investing in securities under this section shall insure that the securities are delivered to the association, or 
for the association's account to a custodial agent or trustee designated by the association, within three business days after 
paying for or becoming obligated to pay for the securities. The association may employ as custodial agent or trustee a 
federal home loan bank, a federal reserve bank, a bank the accounts of which are insured by the Federal Deposit 
Insurance Corporation, any savings and loan association legally exercising trust powers and the accounts of which are 
insured by the Federal Savings and Loan Insurance Corporation, or the U.S. League Trust Company. When employing 
any of the foregoing entities as trustee or custodial agent to accept delivery of the securities, the association shall insure 
that it receives a custodial or trust receipt for the securities within three business days of the delivery of the securities. 

Source: The provisions of this $65.21 adopted to be effective December 27,1985, 10 TexReg 4795. 
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CHAPTER 67. SAVINGS AND DEPOSIT ACCOUNTS 

467.1. Distribution or Payment of Dividends or Interest. 

Dividends or earnings un savings accounts or interest on deposit accounts may be distributed and paid by an association at such 
times and on such terms as the board of directors shall direct by proper resolution, in accordance with the terms and provisions 
pursuant to the rules and regulations and the laws of the State of Texas. 

Source: The provisions of this $67.1 adopted to be effective January 1, 1976. 

§67.2. Account Balance to which Dividends or Interest Are Applied. 

The savings or deposit account balance to which the declared dividend or interest rate shall be applied shall be determined by 
adding to the balance of the account at the beginning of the earnings period all additions to such account during the period and 
subtracting any withdrawals during such period. Withdrawals during the period shall be charged against the last previous 
addition to the account. 

Source: The provisions of this $67.2 adopted to be effective January 1, 1976. 

467.3. Method of Computing Dividends. 

An association may, by resolution of its board of directors, provide for the following: 
(1) The declared dividend or interest rate shall be applied to the funds comprising the account balance for the period 

of time such funds are credited to the account. For the purpose of computing time credited, any money tendered 
to the association for addition to an account shall be considered as credited to such account as of the date of actual 
receipt thereof by the association except that the board of directors of an association may provide by appropriate 
resolution that money tendered to the association on or before the 20th day of a month (or if such 20th day is a 
nonbusiness day, the next regular business day) shall for the purpose of computing earnings be considered as 
credited as of the first day of such month. If such a resolution is adopted, it shall also specify the manner in which 
money tendered to the associa'tion after such 20th or other designated day shall be credited for the purpose of 
computing earnings. The board of directors may also by appropriate resolution provide that total or partial 
withdrawals from savings or deposit accounts made during the last three business days of any earning period, be 
permitted to receive full earnings on such savings or deposit accounts, the same as if such withdrawals were made 
immediately after the closing of such period. 

(2) The dividends or interest on amounts withdrawn from regular savings or deposit accounts between (or during) 
successive dates on which said association regularly distributes earnings may be computed and paid or credited for 
the period of time from date of actual receipt to date of withdrawal, and in such event shall be at a rate not in 
excess of the rate at which earnings are distributed on other regular savings or deposit accounts for the earning 
period. 

Source: The provisions of this $67.3 adopted to be effective January 1, 1976. 

467.4. Advertisements or Public Representations of Account Earnings. 

No association shall make any public representation or advertisement in respect to earnings on its savings or deposit accounts in 
which any earnings percentage or rate is stated that exceeds the current proposed earnings percentage rate of the association for 
the period during which the representation or advertisement is made; except that on certificates of savings or deposits it is 
permissible to advertise the current earnings rate and the applicable bonus, fixed or variable rate, or the total of the combination 
thereoe provided, however, that all advertising on certificates of savings or deposits shall state the term of the certificate and the 
return to the certificate holder based on the current earnings rate or the rate stated in the savings or deposit certificate. 

Source: The provisions of this $67.4 adopted to be eITective January 1, 1976. 

§67.5. Give-Aways. 

No association shall offer or give as an attraction or inducement for opening or adding to a savings account, certificate of savings 
or deposit, or maintaining a minimum balance therein, any merchandise, premium, or other item of value; "item of value" does 
not include providing customer services on premise. Safe deposit facilities, community rooms, club facilities, notary services, and 
travel checks may be offered at no cost or at a reduced rate. This rule shall not apply to memberships offered by an association in 
select clubs or groups having specific membership standards for which a reasonable membership fee is charged and through 
which members of such clubs or groups may obtain discounts of travel expenses, merchandise purchases, and other benefits 
without cost to the association. 

Source: The provisions of this $67.5 adopted to be effective January 1, 1976; amended to be effective January 2, 1984, 8 TexReg 5349. 

Notes of Decisions: Regulation preventing savings and loan association from owering giveaways, merchandise, premiums, etc. as an inducement to 
open savings accounts is valid. Jefco, Inc., v. Lewis 520 S.W. 2d 915 (1975). 
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567.6. Provisions for Distribution of Earnings on Other than Regular Accounts. 

Subject to the provisions of this section, the board of directors of an association may provide for the distribution or payment of 
earnings on other than regular accounts on the following terms. The account is represented by a certificate of savings or 
certificate of deposit of not more than 10 years in a form approved by the savings and loan commissioner of Texas. 

Source: The provisions of this 667.6 adopted to be effective January 1 ,  1976; amended to be effective December 19, 1978, 3 TexReg 4205. 

957.7. Notice Prior to Withdrawal. 

An association may specially contract with the holder of a regular savings or deposit account whereby such holder agrees to give 
notice for a period of 90 days or more immediately prior to making any withdrawal from such account. Such contract may 
further provide that such notice will not be required for a withdrawal at the end of an earnings period or within ten days 
thereafter if said account has been intact as much as 90 days, and the association agrees to pay dividends or earnings on said 
account at a rate higher than the regular passbook rate. An association may adopt procedure providing for waiver of the notice 
for withdrawal from such account on an emergency basis. 

Source: The provisions of this $67.7 adopted to be effective January 1, 1976. 

957.8. Deposit Accounts. 

(a) Deposit accounts are hereby authorized for state-chartered associations, provided that each association desiring to use the 
deposit account shall, by appropriate resolution of its directors and appropriate amendment of its bylaws by its members 
thereof, approve such type of account. 

(b) In connection with various types of deposit accounts the form of certificates or passbooks to be used shall be submitted to 
the savings and loan commissioner for approval. 

(c) In the event that an association adopts and becomes a deposit institution as provided for in this section, then in such 
event it may continue to maintain its theretofore existing accounts as regular savings accounts and certificate of savings 
accounts until same are converted to deposit accounts or certificates of deposit by the holders thereof. 

Source: The provisions of this 867.8 adopted to be effective January 1, 1976; amended to be effective March 31, 1981, 6 TexReg 935. 

957.9. Provisions for Issuance of Secured or Unsecured Capital Obligations. 

An association may, by resolution of its board of directors and with prior approval of the savings and loan commissioner of the 
State of Texas, issue capital notes, debentures, bonds, or other secured or unsecured capital obligations, which may be 
convertible in whole or in part to shares of permanent reserve fund stock, or may be issued with warrants attached, to purchase at 
a future date, shares of permanent reserve fund stock of the issuing association, provided: 

(1) the association provides adequate proof to the satisfaction of the commissioner that the holders of such obligations 
will receive properly amortized payments of both principal and interest at regularly stated intervals, or that proper 
provision is made for sinking fund allocations to retire all principal of and interest on such obligations; and 

(2) sufficient evidence is furnished to the commissioner as to the need and utilization of such funds by the association 
in a profitable manner. 

Source: The provisions of this 567.9 adopted to be effective January 1, 1976; amended to be effective April 16, 1984, 9 TexReg 1884. 

Cross References: This section cited in 7 TAC 567.10 (relating to Joint Issuance of Capital Obligations). 

957.10. Joint Issuance of Capital Obligations. 

On the same terms and conditions as stated in $67.9 of this title (relating to Provisions for Issuance of Secured or Unsecured 
Capital Obligations), an association may, by resolution of its board of directors and with prior approval of the savings and loan 
commissioner of the State of Texas, join other associations in the joint issuance of capital notes, debentures, bonds, or other 
secured or unsecured capital obligations if it meets the terms and conditions of $67.9 of this title (relating to Provisions for 
Issuance of Secured or Unsecured Capital Obligations). 

Source: The provisions of this 567.10 adopted to be effective January 1, 1976; amended to be effective April 16, 1984, 9 TexReg 1884. 

867.11. Required Average Daily Balance of Liquid Assets; Failure To Meet Requirement. 

State-chartered associations operating without insurance of accounts with the Federal Savings and Loan Insurance Corporation 
shall maintain an average daily balance of liquid assets in an amount determined by the commissioner. An association failing to 
meet this requirement shall be restricted to loans on one-to-four family dwellings only, and within the limitations provided 
elsewhere in this chapter. 

Source: The provisions to this 867.1 1 adopted to he effective June 1, 1977, 2 TexReg 1871. 
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$67.12. Now Accounts. 

Any association may, when authorized by its board of directors, permit the withdrawal of funds from savings accounts by means 
of negotiable orders of withdrawal payable to third parties, provided all documentation meets applicable statutory and regulatory 
requirements. 

Source: The provisions of this $67.12 adopted to be effective March 31, 1981, 6 TexReg 935. 

Cross References: This section cited in 7 TAC $67.14 (relating to Approval of the Commissioner); and 7 TAC $67.16 (relating to OverdraR 
Protection-Credit and Debit Cards). 

$67.13. Checking Accounts. 

Any deposit type association whose bylaws contain the priority provision authorized by section 6.19 of the Texas Savings and 
Loan Act, may when authorized by its board of directors, permit the withdrawal of funds from deposit accounts (whether 
interest-bearing or not) by means of checks to the order of third parties drawn by the account holder and payable by the 
association upon presentation in accordance with the Uniform Commercial Code of this state. 

Source: The provisions of this $67.13 adopted to be effective March 31, 1981, 6 TexReg 935. 

Cross References: This section cited in 7 TAC $67.14 (relating to Approval of the Commissioner); and 7 TAC $67.16 (relating to Overdraft 
Protection-Credit and Debit Cards). 

w7.14. Approval of the Commissioner. 

No association shall permit withdrawals in the manner authorized by $67.12 of this title (relating to Now Accounts), $67.13 of 
this title (relating to Checking Accounts), this section, $67.15 of this title (relating to Noninterest-Bearing Deposit Accounts), and 
$67.16 of this title (relating to Overdraft Protection-Credit and Debit Cards) until it shall have filed with the Savings and Loan 
Department the following: 

(1) a true copy of the resolution of the board of directors of the association authorizing such mode of withdrawal; 
(2) a true copy of the documents pertaining to the settlement of items drawn on the association and any check or draft 

processing agreement with respect to such items; and 
(3) the contract between the account holder and the association (signature card) and all supporting documents in 

which the terms and conditions applicable to the account such as the interest, if any, payable thereon, charges for 
services rendered to the account, minimum balance requirements, activity requirements, manner and frequency of 
statement rendering and the like are set forth and agreed upon. 

Source: The provisions of this $67.14 adopted to be effective March 31, 1981, 6 TexReg 935. 

Cross References: This section cited in 7 TAC $67.16 (relating to OverdraR Protection-Credit and Debit Cards). 

w7.15. Noninterest-Bearing Deposit Accounts. 

Any deposit-type association whose bylaws contain the priority provision authorized by section 6.19 of the Texas Savings and 
Loan Act, may when authorized by its board of directors, raise capital in the form of deposit accounts having all of the rights and 
privileges of its regular deposit accounts except the right to the receipt of interest; provided the holder of such an account has 
expressly waived in writing all rights to receive interest. 

Source: The provisions of this $67.15 adopted to be effective March 3 1, 198 1, 6 TexReg 935. 

Cross References: This section cited in 7 TAC $67.14 (relating to Approval of the Commissioner); and 7 TAC $67.16 (relating to Overdraft 
Protection-Credit and Debit Cards). 

$67.16. Overdraft Protection-Credit and Debit Cards. 

An association which permits withdrawals from accounts in the manner authorized by $67.12 of this title (relating to Now 
Accounts), $67.13 of this title (relating to Checking Accounts), $67.14 of this title (relating to Approval of the Commissioner), 
and $67.15 of this title (relating to Noninterest-Bearing Deposit Accounts), may offer in connection with such accounts overdraft 
protection to account holders in the form of revolving loans and may offer revolving triparty arrangements (credit and debit 
cards) under chapter 15 of the Texas Credit Code, provided the total net amount advanced at any time to any one debtor shall 
not exceed $10,000. 

Source: The provisions of this $67.16 adopted to be. effective March 31, 1981, 6 TexReg 935. 

Cross References: This section cited in 7 TAC $67.14 (relating to Approval of the Commissioner). 
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CHAPTER 69. REORGANIZATION, MERGER, CONSOLIDATION AND 
ACQUISITION 

Cross References: This chapter cited in 7 TAC $63.9 (relating to Fee for Reorganization. Merger, Acquisition, and Consolidation); and 7 TAC 
$69.10 (relating to Acquisitions Involving Associations in Other States or Territories). 

$69.1. Filing of Plan. 

Any association seeking to reorganize, merge, and/or consolidate must do so pursuant to a plan adopted by the board of directors 
and filed with the commissioner as a part of an application for approval, accompanied by the appropriate filing fee. Reference 
should be made to 463.9 of this title (relating to Fee for Reorganization, Merger, and Consolidation). No plan shall be filed more 
than one year after its adoption. 

Source: The provisions of this $69.1 adopted to be effective October 15, 1977,2 TexReg 38 13; amended to be effective March 31, 1981, 6 TexReg 
935; amended to be effective April 16, 1984, 9 TexReg 1885, 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.2. Form and Content of Application. 

The application for approval of the plan shall be titled "Application to Reorganize, Merge and/or Consolidate" and shall contain 
proof that the plan was adopted by the board of directors of each association involved; documentation showing that the plan has 
been approved by each association by a majority of the total vote the members or shareholders of each are entitled to cast; a 
statement that the corporate continuity of the resulting association shall possess the same incidents as that of an association 
which has converted in accordance with the Texas Savings and Loan Act; and a statement that the home office of the largest 
applying association shall be the home office of the resulting association unless otherwise approved by the commissioner. A true 
copy of the plan, as adopted, shall be filed as part of the application. All documents and their contents shall be subscribed and 
sworn to by an officer of each association involved under the sanction of an oath, or such affirmation as is by law equivalent to 
an oath, made before an officer authorized to administer oaths. 

Source: The provisions of this $69.2 adopted to be effective October 15, 1977,2 TexReg 3813; amended to be effective March 31, 1981.6 TexReg 
935; amended to be effective April 16, 1984, 9 TexReg 1885; amended to be effective May 6, 1986, 11 TexReg 1873. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.3. Use of Approved Forms. 

Upon request, the commissioner shall furnish forms which may be used in making application. After the application has been 
filed, the commissioner may make or cause to be made an investigation of the application. 

Source: The provisions of this $69.3 adopted to be effective October 15, 1977, 2 TexReg 3813. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.4. Notice and Hearing. 

Each application will be set to be heard within 90 days of filing. Notice will be sent by mail to the associations involved and those 
associations with offices in the same counties as any of the offices of the applying association. If, from the evidence adduced at 
hearing, the commissioner finds that the applicable criteria for approval of the application set forth in the Texas Savings and 
Loan Act are met, he shall enter an order approving the plan. 

Source: The provisions of this $69.4 adopted to be effective October 15, 1977, 2 TexReg 3813; amended to be effective December 19, 1978, 3 
TexReg 4206; amended to be effective March 31, 1981.6 TexReg 935; amended to be effective May 6, 1986, 11 TexReg 1873. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.5. Publication. 

The associations involved in a plan must publish notice at least 20 days before the date of hearing in a newspaper or newspapers 
of general circulation in the county or counties where said associations have offices, and file proof of such publication with the 
commissioner at least 10 days prior to hearing. The form of notice shall be as follows: 
"Notice is hereby given that application has been made to the savings and loan commissioner of Texas by (association(s)) for 
approval to (reorganize, merge, and/or consolidate) pursuant to $10.03 of the Texas Savings and Loan Act, Texas Civil Statutes, 
Article 852a. A plan of (reorganization, merger, and/or consolidation) and related documents have been filed with the 
Commissioner. 
Notice is further given that a hearing on this application has been set for (date) at (time) in (place) pursuant to authority and 
jurisdiction granted by Texas Civil Statutes, Article 852a. The particular sections of the statute involved are 2.11, 10.03, and 
1 1.1 1. The particular rules involved are 69.8 and 69.9. Such rules are on file with the Secretary of State, Texas Register Division, 
or may be seen at the department's offices, 2601 North Lamar, Suite 201, Austin, Texas. 
The nature and purpose of the hearing is to accumulate a record of pertinent information and data in support of the application 
and in opposition to the application, from which record the commissioner shall determine whether to grant or deny the 
application. 
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The applicants assert that the plan of (reorganization, merger and/or consolidation) meets the criteria for approval set forth in the 
statutory sections cited in this notice. 
Any person intending to appear and to participate in the hearing on this application may do so only if written notice of such 
intention is filed with and received by the Commissioner at 2601 North Lamar, Suite 201, Austin, Texas 78705, and by the 
applicant's agent named above, at least 10 days prior to the date of such hearing. Such notice shall include the docket number of 
the application. If a protest is filed, the hearing on the application may be continued to a later date at the same location. 
Issued this (date) at Austin, Travis County, Texas. 

Source: The provisions of this $69.5 adopted to be effective October 15, 1977.2 TexReg 3813; amended to be effective March 31, 1981,6 TexReg 
935; amended to be effective April 16, 1984,9 TexReg 1885; amended to be effective May 6, 1986, 1 1  TexReg 1873. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

tj69.6. Time of Decision. 

The commissioner shall render his decision within 60 days after the date the hearing is closed. 

Source: The provisions of this $69.6 adopted to be effective October 15, 1977, 2 TexReg 3813. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.7. Appeal. 

Any appeal of an order or action of the commissioner shall be made pursuant to section 16 of the Administrative Procedure and 
Texas Register Act, Texas Civil Statutes article 6252-1 3a, and sections 1 1.1 1 and 1 1.12 of the Texas Savings and Loan Act, Texas 
Civil Statutes article 852a. 

Source: The provisions of this $69.7 adopted to be effective October 15, 1977, 2 TexReg 3813. 

Cross References: This section cited in 7 TAC $69.8 (relating to Exemption for Supervisory Merger). 

$69.8. Exemption for Supervisory Merger. 

When the commissioner designates a merger to be a supervisory merger, the provisions of this chapter relating to reorganization, 
merger and/or consolidation, gg69.1-69.7 of this title (relating to Filing of Plan; Form and Content of Application; Use of 
Approved Forms; Notice and Hearing; Publication; Time of Decision; and Appeal), shall not be applicable, and the merger shall 
be effected pursuant to the Texas Savings and Loan Act, 52.13, Texas Civil Statutes, Article 852a. 

Source: The provisions of this $69.8 adopted to be effective July 26, 1978,3 TexReg 2441; amended to be effective March 31, 1981,6 TexReg 935; 
amended to be effective April 16, 1984, 9 TexReg 1885; amended to be effective May 6, 1986, 1 1  TexReg 1873. 

$69.9. Designation as Supervisory Merger. 

(a) The commissioner may designate a merger to be a supervisory merger when: 
(I) the commissioner has placed one or more of the associations involved under voluntary supervisory control or 

under conservatorship pursuant to the Texas Savings and Loan Act, Chapter 8, Texas Civil Statutes, Article 852a; 
or 

(2) the commissioner has determined that one or more of the associations involved is in an unsafe condition; or 
(3) the Federal Home Loan Bank Board has determined, and certified to the commissioner, that the merger of a 

federal association having its home off1ce in the state and an association subject to this Act is necessary to prevent 
the failure or possible failure of the federal association. 

(b) For purposes of this section, unsafe condition shall mean that the association (or associations) is insolvent or is in 
imminent danger of insolvency, or that there has been a substantial dissipation of assets or earnings due to any violation 
or violations of applicable law, rules, or regulations, or to any unsafe or unsound practice or practices; or that the 
association is in an unsafe and unsound condition to transact business in that there has been a substantial reduction of its 
net worth; or that the association and its directors and officers have violated any material conditions of its charter or 
bylaws, the terms of any order issued by the commissioner, or any agreement between the association and the 
commissioner; or that the association, its directors, and officers have concealed or refused to permit examination of the 
books, papers, accounts, records, and affairs, of the association by the commissioner or other duly authorized personnel of 
the Savings and Loan Department; or any other condition affecting the association which the commissioner and the 
board of directors of the association agree place the association in an unsafe condition. 

Source: The provisions of this $69.9 adopted to be effective July 26, 1978, 3 TexReg 2441; amended to be effective August 14, 1981, 6 TexReg 
2842; amended to be effective May 6, 1986, 1 1  TexReg 1873. 

s9.10. Acquisitions Involving Associations in Other States or Territories. 

To the extent permitted by the laws of the state or territory in question, and subject to this chapter, an association may acquire, 
by merger or purchase of stock, an association incorporated under the laws of another state. Each such application shall comply 
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with the applicable requirements of this chapter, and shall include a certified copy of an order from the appropriate state 
regulatory authority approving the merger or acquisition, or other evidence satisfactory to the commissioner that all state 
regulatory requirements have been satisfied. Each such application shall be set for hearing, notice given, hearing held and 
decision reached in the same manner and within the time provided in this chapter for a similar application involving another 
association in this state. The commissioner shall approve such an application if he shall have affirmatively found from the data 
furnished with the application, the evidence adduced at the hearing, and his official records, that all requirements of this chapter 
applicable to the proposed merger or acquisition have been met, and that all applicable requirements of the laws of the state in 
question have been met. 

Source: The provisions of this 569.10 adopted to be effective February 24, 1987, 12 TexReg 463. 
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CHAPTER 71. CHANGE OF CONTROL 
Cross References: This chapter cited in 7 TAC 561.2 (relating to Conduct of Hearings); 7 TAC 561.3 (relating to Proposal for Decision); and 7 TAC 
563.1 1 (relating to Fee for Change of Control). 

871 .l. Introduction. 

It having been declared and found by the legislature of the State of Texas that his state shall exercise regulatory authority over the 
savings and loan industry authorized to do business under the laws of the State of Texas, and as it is hereby further declared and 
found by the Savings and Loan Section of the Finance Commission of Texas and the savings and loan commissioner that the 
public interest and the interests of account holders are or may be adversely affected when control of an association is sought by 
persons who would utilize such control adversely to the interests of account holders, it is hereby declared that the policies and 
purposes of this regulation are to promote the public interest by requiring disclosure of pertinent information relating to approval 
of changes in control of a savings and loan association. Notwithstanding any other provision of this chapter, the Federal Home 
Loan Bank Board, and the Federal Savings and Loan Insurance Corporation shall not be deemed subject to this Chapter 7 1. 

Source: The provisions of this $7 1.1 adopted to be effective October 2 1, 1983, 8 TexReg 41 32. 

871.2. Definitions. 

The following words and terms, when used in this chapter, shall have the following meanings, unless the context clearly indicates 
otherwise: 
Amiate-An "affiliate" of, or person "affiliated" with, a specific person, is a person that directly, or indirectly, through one or 
more intermediaries, controls, or is controlled by or is under common control with, the person specified. 
Afiliated person-The term "affiliated person" of an association means the following: 

(A) a director, officer, or controlling person of such association; 
(B) a spouse of a director, officer, or controlling person of such association; 
(C) a member of the immediate family of a director, officer, or controlling person of such association who has 

the same home as such person or who is a director or officer of any subsidiary of such association or of any 
holding company affiliate of such association; 

(D) any corporation or organization (other than the association or a corporation or organization through which 
the association operates) of which a director, officer, or controlling person of such association: 
(i) is an officer; 
(ii) is a general partner; 

is a limited partner who, directly or indirectly, either alone or with his spouse and the members of 
his immediate family who are also affiliated persons of the association, owns an interest of 10% or 
more in the partnership (based on the value of his contribution) or who, directly or indirectly with 
other directors, officers, and controlling persons of such association and their spouses and their 
immediate family members who are also affiliated persons of the association, owns an interest of 
25% or more in the partnership; or 

(iv) directly or indirectly, either alone or with his spouse and the members of his immediate family who 
are also affiliated persons of the associations, owns or controls 10% or more of any class of equity 
securities or owns or controls, with other directors, officer, and controlling persons of such 
association and their spouses and their immediate family members who are also affiliated persons of 
the association, 25% or more of any class of equity securities; and 

(E) any trust or other estate in which a director, officer, or controlling person of such association or the spouse 
of such person has a substantial beneficial interest or as to which such person or his spouse serves as trustee 
or in a similar fiduciary capacity. 

Association-Shall include all savings and loan associations organized or chartered under the laws of this state. For purposes of 
this chapter, "association" shall include any other person controlling an association. 
Commissioner-The Texas savings and loan commissioner. 
Control-The term "control," including the terms "controlling," "controlled by," and " under common control with," means 
the possession, direct or indirect, of the power to direct or cause the direction of the management and policies of an association 
by either direct or indirect means. Control shall be deemed to exist if any person, directly or indirectly, owns, controls, holds with 
the power to vote, or holds irrevocable proxies representing 25% or more of the voting securities of an association. The 
commissioner may determine, based upon specific written findings of fact to support such determination and an opportunity for 
public hearing, that control exists in fact, where a person exercises directly or indirectly, either alone or pursuant to an agreement 
with one or more other persons, such a controlling influence over the management or policies of an association as to make it 
necessary or appropriate in the public interest and for the protection of the account holders of an association that the person be 
deemed to control the association. 
Issuer-The association which has issued the security in question. 
Person-An individual, corporation, a partnership, an association, a joint stock company, a trust, an unincorporated 
organization, any similar entity, or any combination of the foregoing acting in concert. 
Voting security-Shall include any security convertible into or evidencing a right to acquire a voting security. 

Source: The provisions of this 571.2 adopted to be effective October 21, 1983, 8 TexReg 4132; amended to be effective May 6, 1986, 1 1  TexReg 
1873. 
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871.3. Acquisition of An Association. 

The following procedures shall be followed when a person desires to acquire control of an association. 
( 1 )  Generalfling requirements. No person other than the issuer shall make a public tender offer for, solicitation or a 

request or invitation for tenders of, or enter into and consummate any agreement to exchange securities for, seek 
to acquire, or acquire in the open market or by means of a privately negotiated agreement or contract, any voting 
security or any security convertable into a voting security of an association if, after the consummation thereof, 
such person would directly or indirectly, or by conversion or by exercise of any right to acquire, be in control of 
such association, unless such person has filed with the commissioner all of the following information on an 
application form approved by the commissioner and which application form is deemed by the commissioner to be 
complete, accompanied by the application fee prescribed in $63.1 1 of this title (relating to Fee for Change of 
Control), and has received a written order from the commissioner approving such acquisition or change of control: 
(A) The background and identity of the applicant, if said applicant and any affiliate is an individual, or all 

persons who are directors, executive officers, or owners of 10% or more of the voting securities of the 
applicant if the applicant is not an individual. Said filing shall contain the following information: 
(i) name and address; 
(ii) present principal business activity, occupation, or employment including position and office held 

and the name, principal business, and address of any corporation or other organization in which 
such employment is carried on; 

(iii) material occupations, positions, offices, or employments previously held by the individual, giving 
the starting and ending dates of each and the name, principal business, and address of any business 
corporation or other organization in which each such occupation, position, office, or employment 
was carried on, indicating if any such occupation, position, office, or employment required licensing 
by or registration with any federal, state, or municipal governmental agency; 

(iv) whether such individual is presently charged with or has ever been convicted of a violation of the 
law in a criminal proceeding (exclusing minor traffic violations) and, if so, giving the date, nature of 
conviction, name and location of the ocurt, and penalty imposed or other dispositoin of the case; 

(v) whether such indivicual has been or is a party to any federal, state, or municipal court lawsuit in 
which such individual is or was alleged to have violated any federal or state statutes or regulation, 
and, if so, giving the date, style of the suit, case number, court location, and disposition of the suit; 

(vi) whether any such individual has been or is a party to any federal, state, or municipal governmental 
agency administrative actions in which such individual was or is alleged to be in violation o;f any 
governmental gaency statute or regulation, and, if so, giving the date, nature of the action, name and 
location of the governmental agency, and disposition of the case; and 

(vii) any other relevant informatoin requested by the commissioner; 
(B) If applicant is not an individual, the nature of its business operations for the past five years or for such 

lessor period as such applicant and any predecessors thereof shall have been in existence; 
(C) description of the interrelationships between the applicant and all affiliates of the applicant; 
(D) nature, identity, source, and amount of funds or ohter consideration used or to be used in effecting the 

acquisition of control, and, if any part of htese funds or other consideration has been or is to be borrowed 
or otherwise obtained, there shall be a description of the transaction, the names of the parties, and all 
arrangements, or other understanding with such parties, including all arrangements, agreements, or 
understandings in regard to repayment of the funds; 

(E) any plans or prosposals which the applicant may have to declare dividends to liquidate such associations, to 
sell its assets, or to merge it with any person or persons or to make any other material change in its business 
operations or corporate structure or management, including modifications in or plans to enter into any 
management contracts, and any financial or employment guaranties given to present and contemplated 
management; 

(F) the terms and conditions of any proposed acquisition and the manner in which the acquisition is to be 
made; 

(G) the number of shares of the association's voting securities (including securities convertible or evidencing 
rights to acquire voting securities) which the applicant, its affiliates, affiliated persons, and any other related 
person plans to acquire, and the terms of the offer, request, invitation, agreement, or acquisition; 

(H) a description of any contracts, arrangements, or understandings with respect to any voting security ofthe 
association in which the applicant, itsa affiliates, or any related person is involved; 

(I) copies of any contracts, agreements, or ohter documents which the commissioner determines are relevant 
to the review of the application; and 

(J) any other relative information requested by the commissioner. 

(2) Partnerships and others. If the person required to file the information referred to in this chapter is a partnership, 
limited partnership, syndicate, trust, or other group, the commissioner may require that the information shall be 
given with respect to: 
(A) each partner of such partnership or limited partnership; 
(B) each member or such syndicate or group; and 
(C) each person who controls such partner or member. 
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(3) Corporations. If the person requried to file the information referred to in this section is a corporation, the 
commissioner may require that the information called for shall be given with respect to such corporation and each 
officer and director of such corporation and each person who is directly or indirectly the beneficial owner of more 
than 10% of the outstanding voting securities of such corporation. 

(4) Approval. The transaction for acquisition of control of an asssociation may not be consummated until the 
commissioner either approves the application for acquisiotion of control within 60 days after the statement 
required by paragraph (1) of this section (and which is deemed by the commissioner to be complete) has been filed 
with the Texas Savings and Loan Department or the commissioner fails to disapprove such application for 
acquisitino of control within such 60-day period if the commissioner issues a written ordre which finds any of the 
following: 

(A) the acquisition would substantially lessen competition or would in any manner be in restraint of trade and 
would result in a monopoly or would be in furtherance of a combination or conspiracy to monopolize or 
attempt to monopolize the savings and loan industry in any part of the stte, unlkess he also finds that the 
anticompetitive effects of the proposed acquisition are clearly outweighed in the public interest by the 
probable effect of acquisition in meeting the convenience and needs of the community to be served nad 
that the proposed acquisition is not a violation of any law of this state or the United States; 

(B) the poor financial condition of any acquiring party might jeopardize the financial stability of the 
associaiton being acquired; 

(C) plans or proposals to liquidate or sell the asociation or its assets are not in the best interest of the 
association; 

(D) the experience, ability, standing, competence, trustworthiness, or integrity of the applicant is such that the 
acquisition would not be in the best interst of the association; 

(E) the association will not be solvent, have adequate capital structure, or be in compliance with the laws of this 
state after the acquisition; 

(F) the applicant has failed to furnish all of the information pertinent to the application reasonably requested 
by the commissioner. 

(G) the acquisition would result in the violation of any law or regulation or it has been evidenced that the 
applicant, affiliates, or affiliated persons may cause to be abused the fiduciary responsibility held by the 
asssociation or other demonstration or untrustworthiness of the applicant, affilaites, or affiliated persons 
which would affect the association has been evidenced; or 

(H) the applicant is not acting in good faith. 

( 5 )  Amendments. If any material change occurs in the facts set forth in the application and any documents filed with 
the Texas Savings and Loan Department, an amendement seting forth such change, together with copies of all 
documents and other material relevant to such change, shall be filed with the commissioner within three business 
days after the person learns of such change. 

Source: The provisions of this 571.3 adopted to be effective October 21, 1983,8 TexReg 4132; amended to be effective May 6, 1986, 1 I TexReg 
1873. 

$71.4. Hearings. 

If the commissioner issues a written order denying an appliation for acquisition of control, the disapproved applicant is 
entitled to a public hearing on such application. 

(b) Proceedings for such hearing shall be instituted by the applicant's filing a petition for hearing within 15 days after the date 
of the commissioner's order denying the application for acquisition of control or within 30 days after the date upon which 
the application was filed, whichever date is later. 
The commissioner shall provide the applicant notice of not less than 10 days specifying the time, date, and place of the 
hearing. 
Opportunity shall be afforded the applicant to present evidence and argument on those issues involved. 
The record of the hearing shall consist of: 

(1) all pleading, motions, and intermediate rulings; 

(2) the application for acquisition of control and all accompanying documents; 

(3) all evidence received and considered; 

(4) a statement of those matters oficially noticed; 

( 5 )  a written transcript of the proceedings, the cost of which shall be assessed to the applicant; and 

(6) any other matters or documents required by statute or regulation. 
The final decision or order of the commissioner shall be rendered within 30 days after the date the hearing is finally 
closed. The commissioner may prescribe a longer period of time within which the final decision or order shall be issued, 
and such extension shall be announced at the conclusion of the hearing. 

Source: The provisions of this 571.4 adopted to be effective October 21, 1983, 8 TexReg 4132. 
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871.5. Retention of Control. 

(a) The following conditions affecting any controlled association, regardless of when or how such control has been acquired, 
are grounds for the commissioner to investigate, seek to enjoin, or set aside any change of control of an association, if the 
commissioner deems the transfer to be against the public interest: 

(1) the violation of any law, these regulations, abuse of the fiduciary responsibility held by an association, or other 
demonstration of untrustworthiness by the association, its holding company, or any controlling person, affiliates, 
affiliated persons, or any of the officers or directors which would affect the association; or 

(2) the violation of any antitrust law of this state by the association, the holding company, or any affiliate. 
(b) The commissioner may require the submission of such information as he deems necessary to determine whether any 

retention of control complies with the law of this state, as a condition of approval of such retention of control. 
(c) The commissioner may, when it appears that a change of control may have taken place without prior approval, call a 

hearing to determine whether there has been in fact a change of control or whether any unauthorized person, or persons, 
having no apparent ownership interest in the association, acting alone or in concert with others, effectively have indirect 
controlling or dominating influence over the management or policies of an association. If the commissioner finds that 
such unauthorized control exists he may, after notice and hearing, issue an order requiring immediate divestiture by 
certain persons of unapproved or indirect control, or the commissioner may issue any other supervisory order which he 
deems appropriate. 

Source: The provisions of this $71.5 adopted to be effective October 21, 1983, 8 TexReg 4132; amended to be effective May 6, 1986, 1 1  TexReg 
1873. 

571.6. Application for Approval of the Acquisition of Control of a Savings and Loan Association. 

The Savings and Loan Department adopts by reference the application for approval of the acquisition of control of a savings and 
loan association. The form is available from the Texas Savings and Loan Department, P.O. Box 1089, Austin, Texas 78767. 

Source: The provisions of this $7 1.6 adopted to be effective October 2 1, 1983, 8 TexReg 4 132. 

871.7. Abeyance of Other Applications. 

When an application for approval of acquisition of control of a savings and loan association has been received by the 
commissioner and the association also has other applications on file with the commissioner, such applications may, at the 
commissioner's discretion, be held in abeyance until the change of control application has been disposed of by the commissioner. 

Source: The provisions of this $71.7 adopted to be effective December 26, 1984, 9 TexReg 6313. 
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CHAPTER 73. SUBSIDIARY CORPORATIONS 
Cross References: This chapter cited in 7 TAC $63.12 (relating to Fee for Subsidiaries). 

973.1. Investment in and Divestiture of Subsidiary Corporations. 

(a) As used in this chapter, "corporation" shall mean any subsidiary corporation or subsidiary of a subsidiary corporation, 
whether owned directly or indirectly, wholly or partially. 

(b) An association may, only after prior written approval of the commissioner, invest in a subsidiary corporation in 
accordance with the terms and conditions set forth in this chapter. The commissioner may approve an investment in a 
corporation if he finds that: 
(1) there are no supervisory problems which would affect its ability to properly supervise and operate such 

corporation; 
(2) there are adequate income and reserves to support the proposed investment; 
(3) the operations of the corporation will be clearly distinguishable from those of the parent association; and 
(4) the corporation is or will be profitably operating within a reasonable period of time. 

(c) If the commissioner finds that an association has abused or is abusing the authority granted in this chpater, he may at his 
discretion deny such association the right to hture exercise there of until such abuse or abuses have been corrected. 

(d) An association may, with prior written approval of the commissioner, divest itself of the stock or assets of a subsidiary 
corporation if the commissioner finds that the terms and conditions of the divestiture are in the best interests of the 
asociation. 

Source: The provisions ofihis 573.1 adopted to be effective March 31, 1981, 6 TexReg 935; amended to be effective October 21, 1983, 8 TexReg 
3980; amended to be effective April 16, 1984, 9 TexReg 1885; amended to be effective October 12, 1984, 9 TexReg 5052. 

873.2. Application. 

(a) In order to obtain such approval, the applying association shall file with the commissioner an application form 
accompanied by: 

(1) an audited financial statement in the event of acquisition of an existing subsidiary corporation; 
(2) a certified resolution of the board of directors of the applying association approving the investment in the 

corporation; and 
(3) a certified copy of the articles of incorporation, certificate of incorporation, and bylaws of the corporation. 

(b) The commissioner may require submission of other pertinent information, e.g.: 
association; 

(2) projected operating statements of the proposed corporation for its first three years of operation; 
(3) attorney's opinion letter as to direct, indirect, and/or contingent association and corporation liability; 
(4) outline of plans for operation of the corporation; 
( 5 )  evidence that the corporation will have adequate management and operating personnel with proper supervision by 

association management; 
(6)  plans for the safeguarding of corporate assets; and 
(7) affidavits from all directors of an association and subsidiary corporation fully disclosing any interest they may 

directly or indirectly have in the proposed or existing corporation. 
(c) Records of the subsidiary corporation will be made available at all times to state and federal supervisory authorities for 

examination and review. 
(d) The corporation will keep complete and adequate books and records in accordance with generally accepted accounting 

principles where there are no specific accounting guidelines set forth by the rules of the Texas Savings and Loan 
Department or the regulations of the Federal Savings and Loan Insurance Corporation. 

Source: The provisions of this 573.2 adopted to be effective March 31, 198 1,6 TexReg 935; amended to be effective April 16, 1984,9 TexReg 1885; 
amended to be effective October 12, 1984, 9 TexReg 5052. 

973.3. Authorized Subsidiary Investments. 

(a) Activities of a corporation performed directly or through one or more wholly owned or partially owned corporations or 
joint ventures, without prior approval of the commissioner, shall consist of one or more of the following: 

(1) loan origination, purchasing, selling, and servicing; 
(2) acquisition of unimproved real estate lots and other unimproved real estate for the purpose of prompt 

development and subdividing; 
(3) purchasing, selling, owning, renting, leasing, managing, subdividing, improving, operating for income, or 

otherwise dealing in and with real property, whether improved or unimproved (excluding any investment of any 
nature in an oil and gas drilling venture, whether such investment be in the stock of a corporate entity or in the 
partnership or joint venture interest of any entity making purchases or investments in oil and gas drilling 
ventures); 

(4) acquisition of improved residential real estate and mobile home lots to be held for sale or rental; 
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( 5 )  acquisition of improved residential real estate for remodeling, rehabilitation, modernization, renovation, or 
demolition and rebuilding for sale or for rental; 

( 6 )  maintenance and management of rental real estate; 
(7) serving as real estate brokers; 
(8) serving as insurance broker or agent; 
(9) engaging in or owning an interest in insurance companies engaged in the property, casualty, fire and marine, life, 

health and accident, title, fidelity, guaranty, and surety insurance business; 
(10) serving in the capacity of trustee under deeds of trust or escrow agent; 
(I 1) preparation of state and federal tax returns for the association's accountholders and/or borrowers; 
(12) acquisition, maintenance, and management of real estate to be used for association offices and related 

facilities;(l3) investing in obligations of, or guaranteed as to principal and interest by, the United State or this state, 
and in bonds, notes, or other evidences of indebtedness which are a general obligation of any city, town, village, 
county, school district, or other municipal corporation or political subdivision of this state; 

(14) investing in venture capital through small business investment corporations; and 
(1 5) other activities which may be approved by the commissioner. 

(b) A corporation shall not, without prior approval of the commissioner, invest in the stock of any savings and loan 
association. 

(c) A corporation shall not receive payments on new or established savings accounts or pay out withdrawals of monies from 
savings accounts, nor shall it perform any duties for the association other than those specifically authorized in this section. 

(d) The associaiton shall maintain the originals of all documents relating to the activities of its subsidiaries that do not require 
prior approval by the commissioner, which documents shall be made available at all times to state and federal supervisory 
authorities for examination and review. 

Source: The provisions of this 573.3 adopted to be effective March 3 1, 198 I, 6 TexReg 935; amended to be effective April 16, 1984,9 TexReg 1885; 
amended to be effective October 12, 1984, 9 TexReg 5052. 

873.4. Operations. 

(a) The association shall obtain prior written approval of the commissioner for the establishment and location of the main 
office, and any branch ofltice, agency office, or any other ofice or facility of the subsidiary corporation. 

(b) A verified copy of all contracts, instruments, joint ventures, and partnership agreements and financing arrangements of 
the subsidiary investments shall be furnished to the association within 30 days from date of execution. 

(c) The corporation agrees to furnish, at the expense of the corporation or association, an independent appraiser's report or 
other expert opinion as determined to be necessary by the commissioner for the purpose of establishing the value of any 
investments made by the corporation. 

(d) Each corporation shall maintain bond coverage with an acceptable bonding company in an amount to adequately cover 
each director, officer, employee, and agent who has access to cash or securities of the corporation. Such bond amount 
shall be in an amount equivalent to 1.0% of total assets but in no event shall be less than $25,000 nor more than $2 
million. In lieu of a separate surety bond for the corporation, the association may obtain an extension rider to the surety 
bond coverage of the parent association. 

(e) All joint ventures and partnership agreements shall be reviewed by the attorney for the corporation who shall render his 
opinion to the commissioner stating the obligation and responsibility of the corporation as well as the parent association. 

(0 All directors of the association and corporation shall furnish affidavits fully disclosing any direct or indirect interest they 
may have in each investment made by the corporation. 

(g) Each request for approval of an investment by a corporation shall include a projected cash flow statement and a projected 
profit and loss statement setting forth funding requirements of the parent association and/or other corporations. 

Source: The provisions of this 573.4 adopted to be effective March 3 1, 1981,6 TexReg 935; amended to be effective April 16, 1984,9 TexReg 1885; 
amended to be effective October 12, 1984, 9 TexReg 5052. 

873.5. Investment in Debt Limitation. 

(a) Investment in corporations shall include investment in its capital stock, paid-in capital, subordinated debentures, unsecured 
loans, advances, contingencies, and other obligations (excluding secured conforming loans), and shall not, in the aggregate, 
exceed 10% of the association's total assets without prior approval. The commissioner may grant approval to exceed the 10% 
limitation if the association is in compliance with the minimum net worth and statotory reserve requirements of the Federal 
Savings and Loan Insurance Corporation and if there are no serious supervisory problems involving the association. 
(b) The corporation may incur debt in a ratio of 20: 1 of the corporation's consolidated net worth. 

Source: The provisions of this 973.5 adopted to be effective March 31, 1981,6 TexReg 935; amended to be effective November 18, 1981,6 TexReg 
41 13; amended to be effective May 9, 1983.8 TexReg 1405; amended to be effective October 12, 1984, 9 TexReg 5052. 
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CHAPTER 75. GENERAL ADMINISTRATION 
Authority: The provisions of this chapter 75 issued under the provisions of Texas Civil Statutes, Article 342-1 14 and Texas Civil Statutes, Article 
670 1 m-1. 

875.1. Exempting Vvhicles Owned by the Texas Savings and Loan Department from Requirements of Identification 
Inscriptions. 

(a) Exempt vehicles. State-owned vehicles of the Texas Savings and Loan Department shall be exempt from the identification 
requirements of Texas Civil Statutes, Article 6701-m. 

(b) Use of exempt vehicles. Vehicles exempted from identification inscription requirements will be used exclusively for the 
examination and regulatory activities authorized by the Texas Savings and Loan Act. This includes administrative 
activities and training necessary for enforcement of the Act or as authorized by the Commissioner. 

(c) Operation of department vehicles. All vehicles owned by the Texas Savings and Loan Department, regardless of whether 
the inscription if displayed, will be operated in accordance with seat belt requirements, posted speed limits, and all other 
applicable requirements and laws. No vehicle exempted from the inscription requirement will be used by any person for 
any reason except as provided by this section. No employee will allow any vehicle owned by the Texas Savings and Loan 
Department to be used by any person other than persons under jurisdiction of the State Finance Commission. Failure to 
comply with this section will be sufficient reason for disciplinary action or termination of the responsible employee. 

(d) Purpose served by not printing inscriptions on department vehicles. The Texas Savings and Loan Department recognizes 
that prolonged or repeated parking at or near a state-chartered Savings and Loan Association of vehicles bearing the 
Department's insignia may cause unwarranted concern to or speculation by depositors. The elimination of the 
identification inscription allows the department to fulfill its mandate to regulate and examine state-chartered savings and 
loan associations without causing concern to public depositors. 

Source: The provisions of this $75.1 adopted to be effective May 6, 1986, 11 TexReg 1874. 
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CHAPTER 77. TERMINOLOGY 
Authority: The provisions of this Chapter 77 issued under Texas Civil Statutes, Article 342-1 14. 

877.1. General. 

The Savings and Loan Section of the Finance Commission of Texas may, from time to time, define in this chapter certain terms 
which are used in the Texas Savings and Loan Act (Act), but which are not defined in the Act. The definitions set forth in this 
chapter shall apply throughout Title 7, Part IV. 

Source: The provisions of this $77.1 adopted to be effective May 6, 1986. 1 1  TexReg 1874. 

877.2. Definitions. 

The following words and terms, when used in this part of Title 7, Part IV, shall have the following meanings, unless the context 
clearly indicates otherwise: 
Insolvent-For purposes of supervision and regulation under the Act, Chapter 8, when the assets of the savings and loan 
association are less than its liabilities or other obligations to its creditors and others, including its savings liability. 

Source: The provisions of this $77.2 adopted to be effective May 6, 1986, 1 I TexReg 1874. 

Copyright 1988 Hari I~formation Systems. Inc. Revision No. 5 



Revision No. 5 

TEXAS SAVINGS AND LOAN DEPARTMENT Pt. IV 

Copyrighf 0 1988 Hart Infirntarion Sysfems, Inc. 


