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

Section 1. Section 6-101, Arizona Revised Statutes, is amended to
read:

6-101. Definitions

In this title, unless the context otherwise requires:

1. "Automated teller machine™ means an automated device that is
established by a bank, savings and loan association or credit union and
that facilitates customer-bank communications activities, including taking
deposits and disbursing cash drawn against a customer's deposit account or
a customer's preapproved loan account, at a Tocation separate from the
home office or a branch.

2. "Bank™ means a corporation that holds a banking permit issued
pursuant to chapter 2 of this title.
3. "Banking office"” means any place of business of the bank at

which deposits are received, checks are paid or money is loaned but does
not include the premises used for computer operations, proofing, record
keeping, accounting, storage, maintenance or other administrative or
service functions.

4. "Branch™ means any banking office other than the principal
banking office.
5. "Department™ means the department of insurance and financial

institutions.

6. "Deputy director" ur—“superimtendemt™ means the deputy director

of the financial institutions division of the department.

7. "Director" has the same meaning prescribed in section 20-102.

8. "Division" means the financial institutions division within the
department.

9. "Enterprise™ means any person under the jurisdiction of the
department other than a financial institution.

10. "Federal deposit insurance corporation”™ includes any successor

to the corporation or other agency or instrumentality of the United States
that undertakes to discharge the purposes of the corporation.

11. "Financial institution" means banks, trust companies, savings
and Jloan associations, credit unions, consumer Tlenders, international
banking facilities and financial institution holding companies under the
jurisdiction of the department.

12. "Home state"™ means the state that has granted the bank its
charter, permit or Ticense to operate.

13. "Host state" means the state in which a financial institution
is doing business and not the state that has granted the bank its charter,
permit or license to operate.

14. "In-state financial institution” means a state or federal bank,
savings bank, savings and Toan association or holding company with its
home office Tocated in this state.
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15. "International banking facility"™ means a facility that is
represented by a set of asset and Tiability accounts segregated on the
books and records of a commercial bank, the principal office of which is
located in this state, and that is incorporated and doing business under
the Taws of the United States or of this state, a United States branch or
agency of a foreign bank, an edge corporation organized under section
25(a) of the federal reserve act (12 United States Code sections 611
through 631) or an agreement corporation having an agreement or
undertaking with the board of governors of the federal reserve system
under section 25 of the federal reserve act (12 United States Code
sections 601 through 604(a)) that includes only international banking
facility time deposits and international banking facility extensions of
credit as defined in 12 Code of Federal Regulations part 204.

16. "National credit union administration™ 1includes any successor
to the organization or other agency or instrumentality of the United
States that undertakes to discharge the purposes of the organization.

17. "Out-of-state bank™ means a bank, savings bank or savings and
loan association that is approved by the superimtemdert DEPUTY DIRECTOR
pursuant to section 6-322 and that has a charter, a permit or any other
license to operate that is issued by a state other than this state.

18. "Qut-of-state financial institution”™ means a state or federal
bank, savings bank, savings and Toan association or holding company with
its home office in a state other than this state.

19. "Title"™ includes this title, title 32, chapters 9 and 36 and
title 44, chapter 2.1.

Sec. 2. Section 6-116, Arizona Revised Statutes, is amended to
read:

6-116. Sale of securities; disclosure

A. A financial 1institution doing business 1in this state or any
other person shall not sell or offer to sell equity securities or debt
instruments to the public in a financial institution's retail office where
deposits are accepted without the prior written approval of the

superimtendent DEPUTY DIRECTOR.

B. A financial dinstitution or any other person that receives
written approval as prescribed by subsection A OF THIS SECTION and that
sells or offers to sell equity securities or debt instruments of the
financial institution or the holding company of a financial institution
shall disclose to the purchaser prior to any sale that the equity security
or debt instrument is not a federally insured deposit and shall provide to
the purchaser a disclosure form that 1is approved by the superimtemdemnt
DEPUTY DIRECTOR. The superimtendernt DEPUTY DIRECTOR may by rule prescribe
requirements for the disclosure form.

C. A financial institution's or a holding company of the financial
institution's application for approval of the disclosure form required by
subsection B OF THIS SECTION shall include 1information describing the

_2_
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policies and procedures that the financial institution or any other person
authorized to offer or sell the securities has adopted to ensure that it
is marketing the securities with appropriate disclosures regarding the
nature of the investment.

Sec. 3. Section 6-122, Arizona Revised Statutes, is amended to
read:

6-122. Deputy director; authority; duties

A. The superimtemdent DEPUTY DIRECTOR has the authority and
responsibility for the discharge of all duties imposed by 1law on the
division.

B. The superimtendent DEPUTY DIRECTOR shall:

1. Examine or cause to be examined each financial institution
annually, except financial institution holding companies, banks, savings
and loan associations, <credit unions and consumer lenders, and more
frequently if the superimtendermt DEPUTY DIRECTOR considers it necessary.

2. Examine or cause to be examined each bank, credit union and
savings and 1loan association at the superimterndermt™s DEPUTY DIRECTOR'S
discretion but at least once in every twenty-four month period.

3. Examine or cause to be examined the business and affairs of any
enterprise and any consumer lender for the purpose of administering and
enforcing this title at the superimtenmdents DEPUTY DIRECTOR'S discretion.

4. Examine or cause to be examined financial institution holding
companies as frequently as the superimtemdert DEPUTY DIRECTOR considers
necessary to administer and enforce this title.

5. Notwithstanding paragraph 3 of this subsection, examine or cause
to be examined the accounts held in trust by each escrow agent at least
once in every two-year period and examine or cause to be examined each
escrow agent at least once in every four-year period or more frequently if
the superimterndent DEPUTY DIRECTOR considers it necessary.

6. Publish a consumer information brochure that includes:

(a) The finance charges permitted ALLOWED by this state.

(b) The types of insurance that may be offered but that are not
required by law to be purchased with the granting of a Toan.

(c) Interest rate Timitations on all Tenders including amounts that
may not be charged to borrowers.

(d) Consumer rights and means of recourse from unfair
practitioners.

7. Make it a priority to encourage the growth of state-chartered
financial institutions in this state and by February 1 of each calendar
year notify the governor, the president of the senate and the speaker of
the house of representatives if the total number of state-chartered banks
or state-chartered credit unions decreases during the prior calendar year.




0O NOoOYOrL B WN

A BRA AP POOWOWLOWWWWWWWWNDNDNPDNPPMNPDPNDMNDPNDNNNNR R RRRRRRR P&
OO WD PR OOWONOOOOPNA,WNREFRFOWOWONIOODTAODNWNREROWOWOONODOODNWNR O W

S.B. 1463

C. Notwithstanding subsection B, paragraph 5 of this section, an
escrow agent shall be examined within twelve months when an escrow agent's
license 1is transferred or assigned pursuant to section 6-813 or when
control of the license is otherwise acquired.

Sec. 4. Section 6-123, Arizona Revised Statutes, is amended to
read:

6-123. Deputy director; powers

In addition to the other powers, express or implied, the

superimtendent DEPUTY DIRECTOR may:

1. Exercise all powers that are necessary for the administration
and enforcement of the Taws and rules relating to financial institutions
and enterprises.

2. In accordance with title 41, chapter 6, adopt rules that are
necessary or appropriate to administer, enforce and accomplish the
purposes of this title and adopt rules and issue orders that T1imit
transactions between financial institutions or enterprises and the
directors, officers or employees of the financial institutions or
enterprises.

3. Require appropriate records, documents, information and reports
from any financial institution or enterprise.

4. Submit to the department of public safety, or the nationwide
mortgage Ticensing system and registry established by the secure and fair
enforcement for mortgage licensing act of 2008 (P.L. 110-289; 122 Stat.
2810; 12 United States Code sections 5101 through 5116) or its successor,
the name and fingerprints of any applicant, Ticensee, active manager or
responsible individual or the name and fingerprints of any organizer,
director or officer of any corporate applicant or licensee for:

(a) A banking permit.

(b) Permission to organize a savings and loan association or credit
union.

(c) Any license.

(d) Any certificate.

(e) Authority to engage in interstate banking and branching in this

state.
The department of public safety shall report the criminal record, if any,
of such applicant, 1licensee or organizer, director or officer of such
corporate applicant or licensee within ninety days of AFTER receipt of the
DEPUTY DIRECTOR'S request of—the—superimtendernt.

5. Employ appraisers to appraise any property that is owned or held
as security by any financial institution or enterprise. The reasonable
expenses and compensation of such appraisers shall be paid by the
financial institution or enterprise.

6. Hold membership in, pay dues to and attend the convention of the
national and regional organizations of state officials occupying 1like
offices or performing similar functions.
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7. Cooperate with other regulatory agencies and professional
associations to promote the efficient, safe and sound operation and
regulation of interstate banking and branching activities, including the
formulation of interstate examination policies and procedures and the
drafting of model rules and agreements.

8. Participate 1in the nationwide mortgage 1licensing system and
registry established by the secure and fair enforcement for mortgage
licensing act of 2008 (P.L. 110-289; 122 Stat. 2810; 12 United States Code
sections 5101 through 5116) or 1its successor. The superimtendent DEPUTY
DIRECTOR may allow the system to collect Tlicensing fees on behalf of the

superimtendent DEPUTY DIRECTOR, to collect a processing fee for the
services of the system directly from each applicant for a Ticense or
licensee and to process and maintain records on behalf of the

superimtendent DEPUTY DIRECTOR, including information collected pursuant
to this section and section 6-123.01. This paragraph does not affect the
records disclosure requirements and 1limitations prescribed in section
6-129.01.

Sec. 5. Section 6-123.01, Arizona Revised Statutes, is amended to
read:

6-123.01. Fingerprint requirements; fees

A. Before receiving and holding a license, permit, certificate or
permission to organize a bank, savings and Toan association or credit
union, the souperimtemdent DEPUTY DIRECTOR may require an applicant,
licensee, active manager or responsible individual or an organizer,
director or officer of any corporate applicant or 1licensee to submit a
full set of fingerprints and fees to the department. The department of
insurance and financial institutions shall submit the fingerprints and
fees to the department of public safety, or the nationwide mortgage
licensing system and registry established by the secure and fair
enforcement for mortgage licensing act of 2008 (P.L. 110-289; 122 Stat.
2810; 12 United States Code sections 5101 through 5116) or its successor,
for the purpose of obtaining a state and federal criminal records check
pursuant to section 41-1750 and Public Law 92-544. The department of
public safety may exchange this fingerprint data with the federal bureau
of investigation.

B. The fees that the department collects under subsection A of this
section shall be credited pursuant to section 35-148.

C. The applicant is responsible for providing the department with
readable fingerprints. The applicant shall pay any costs that are
attributable to refingerprinting due to the unreadability of any
fingerprints and any fees that are required for the resubmission of
fingerprints.

D. The department may issue a temporary license or certificate or
grant temporary permission to organize to an original applicant before the
department receives the results of a criminal records check if there is

_5_
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not evidence or reasonable suspicion that the applicant has a criminal
history background that would be <cause for denial of a license,
certificate or permission to organize. The department may terminate the
temporary license or certificate or permission to organize 1if a
fingerprint card is returned as unreadable and the applicant fails to
submit new fingerprints within ten days after being notified by the
department that the original card was unreadable or if the results of the
criminal records check reveal grounds for the denial of the Ticense or
certificate or permission to organize. The temporary Ticense or
certificate or permission to organize shall not be effective longer than
one hundred eighty days.

E. The superimtendert DEPUTY DIRECTOR may require a current
licensee, organizer, director, active manager, responsible individual or
officer of any corporate licensee to submit a full set of fingerprints to
the department. The department of insurance and financial institutions
shall submit the fingerprints and fees to the department of public safety
for the purpose of obtaining a state and federal criminal records check
pursuant to section 41-1750 and Public Law 92-544. The department of
public safety may exchange this fingerprint data with the federal bureau
of investigation.

F. This section does not affect the department's authority to
otherwise issue, deny, cancel, terminate, suspend or revoke a license.

Sec. 6. Section 6-124, Arizona Revised Statutes, is amended to

read:

6-124. Investigations; compelling testimony and the

production of documents; self-incrimination

A. The superimtendent DEPUTY DIRECTOR may conduct examinations and
investigations within or outside this state to determine whether any
person has engaged, is engaging or is about to engage in any act, practice
or transaction which constitutes an unsafe or unsound practice or a
violation of any Tlaw or rule applicable to persons subject to the
jurisdiction of the superimtendenmt DEPUTY DIRECTOR or any order of the

superimtendent DEPUTY DIRECTOR or to aid in the enforcement of this title
or to aid in adopting rules.

B. The superimtendent DEPUTY DIRECTOR and any examiner or
administrative law Jjudge, 1in the performance of the superimtendent's
DEPUTY DIRECTOR'S, examiner's or administrative law Jjudge's duties, may
take evidence, examine on oath any person and compel the attendance of
witnesses and the production of documents, books and papers. tpom ON
refusal to appear or produce, the superimterndernt DEPUTY DIRECTOR may apply
to the superior court 1in Maricopa county to compel appearance or
production.
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C. A1l financial institutions and enterprises shall, wpom ON
request of the superimtemdermt DEPUTY DIRECTOR, make their books and
records available for inspection and examination by the superimtemdemnt
DEPUTY DIRECTOR or the superimtendemnt s DEPUTY DIRECTOR'S examiners.

Sec. 7. Section 6-125, Arizona Revised Statutes, is amended to

read:

6-125. Annual examination assessment of financial
institutions and enterprises; costs of foreign
examination; payment

A. Before August 31 of each year the superimtemndemt DEPUTY DIRECTOR
shall make the following annual assessments:

1. tdpom ON banks, the annual assessment set by the superimtemdent
DEPUTY DIRECTOR.

2. Ypom ON savings and loan associations, a charge not to exceed
the annual assessment set for state banks under paragraph 1 of this
subsection.

3. tpom ON credit wunions, the annual assessment set by the
supertmtendent DEPUTY DIRECTOR.

B. The superimtenderrt DEPUTY DIRECTOR shall assess against the
institution or enterprise examined a charge at the rate set by the
superimtemdenrt DEPUTY DIRECTOR but not to exceed sixty=—five duttars $65
per hour for each examiner employed in the following examinations:

1. Any examination of a trust company.

2. Any examination of the trust operation of a bank or a savings
and loan association.

3. Any examination of a financial dinstitution ordered by the
superimtendent DEPUTY DIRECTOR 1in addition to the regular examination
required under section 6-122.

4. Any examination of an enterprise ordered by the superimterndemrt
DEPUTY DIRECTOR.

5. Any examination of a financial institution holding company or
international banking facility.

6. Any examination of a consumer lender.

C. For a financial institution or enterprise maintaining an office
outside this state, in addition to the annual assessment or examination
assessment, the superimtemdent DEPUTY DIRECTOR shall make an assessment
equal to the travel and subsistence expense incurred in the examination of
the office in the foreign state or country. Notwithstanding any other
limitation prescribed by Tlaw, examiners engaged in examination of a
foreign office shall be reimbursed for their necessary travel and
subsistence expenses. Reimbursement for examiners' expenses shall be
credited to the appropriation account of the department.

D. Assessments under this section are due and payable to the
department within thirty days after notice of the assessment is mailed by
the department. The superimtendert DEPUTY DIRECTOR shall assess a penalty
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of fifty dotiars $50 for each day after the thirty-day period that the
financial institution or enterprise fails to remit the assessment, unless,
uponm ON good cause shown, a written request for an extension is approved
by the superimtendent DEPUTY DIRECTOR prior to the expiration of the
specified time. In no event shall the total penalty exceed the
examination assessment.

E. The superimtendent DEPUTY DIRECTOR shall set the amount of the
annual assessment to be charged to banks and credit unions. In setting
the annual assessment upom ON banks, the superimtendent DEPUTY DIRECTOR
shall consider the annual assessment set by the comptroller of currency
for national banks. 1In setting the annual assessment wupom ON credit
unions the superimtermdent DEPUTY DIRECTOR shall consider the annual
assessment set by the national credit union administration for federal
credit unions.

Sec. 8. Section 6-126, Arizona Revised Statutes, is amended to

read:
6-126. Application fees for financial institutions and

enterprises
A. The following nonrefundable fees are payable to the department

with the filing of the following appticatiomns:

1. To apply for a banking permit, ome—thousamdt—dotitars $1,000.

2. To apply for an amendment to a banking or savings and Toan
association permit, ome—thousanmd—dottars $1,000.

3. To establish each banking branch office, sever—tmumdred—fifty
dottars $750.

4. To move a banking office to other than an established office of
a bank, ome—thousanmd—dottars $1,000.

5. To apply for a savings and T1loan association permit, five
thoosamd—dottars $5,000.

6. To establish each savings and loan association branch office,
ome—thousamd—fivehurmdred—dottars $1,500.

7. To move an office of a savings and Tloan association to other
than an established office, ome—thousamd—dottars $1,000.

8. To organize and establish a credit union, ome—tumdred——dotiars

$100.

9. To establish each credit union branch or to move a credit union
office to other than an established office of a credit union, two—trumdred
frfty dottars $250.

10. To organize and establish any other financial institutions for
which an application or investigation fee is not otherwise provided by
law, omethousamd—dottars $1,000.

11. To acquire control of a financial institution other than a
consumer lender, five thousamt—ottars $5,000.
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12. To apply for a trust company license, ume—thousamdt—doutiars
$1,000.

13. To apply for a commercial mortgage banker, mortgage banker,
escrow agent or consumer lender license, omethousandt—dottars $1,000.

14. To apply for a mortgage broker, commercial mortgage broker,
sales finance company or debt management company license, five—tundred
dottars $500.

15. To apply for a collection agency license, vome thousand—five
fromdred—dottars $1,500.

t6—FTo——appty —for—a deferred—presentment——company T iCeENSE, —ONE

thousanmd—dottars=

7~ 16. To apply for a branch office of an escrow agent, consumer
lender, commercial mortgage banker, mortgage bankers— OR trust company,
mMoTey transmitter, Totectiom ayency or deferred presemtment—company, {1ve

fromdred—dottars $500.

8- 17. To apply for a branch office of a mortgage broker,
commercial mortgage broker, debt management company or sales finance
company, twotomdred—ifty dottars $250.

tS— o —<appty for—approvat—of the articies of Imcorporation of 4
busTTesS devetopment—ToTpoTatTom, five fumdret—dotttars T

26— 18. To apply for approval for the merger or consolidation of
two or more financial institutions, five —thousemd—dottars $5,000 per
institution.

2t~ 19. To apply for approval to convert from a national bank or
federal savings and Toan charter to a state chartered institution, ome
thousanmd—dottars $1,000.

22— 20. To apply for approval to convert from a federal credit
union to a state chartered credit union, fivetunmdred—dottars $500.

23T 21. To apply for approval to merge or consolidate two or more
credit unions, five hunmdred—dottars $500 per credit union.
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more than twotmomdred—fifty dottars $250.
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26T 23. To apply for a money transmitter Ticense, uome—thousamd
fve—tomired—dottars $1,500 plus twemty—five dottars $25 for each branch
office and authorized delegate to a maximum of foor—thousamd—ive frurmdred
dottars $4,500.

36— 24. To acquire control of any money transmitter or controlling
person pursuant to chapter 12 of this title, two—thousamdt—ive tHundred
dottars $2,500.

3t~ 25. To receive the following publications:

(a) Quarterly bank and savings and loan statement of condition, not
more than temdottars $10 per copy.

(b) Monthly summary of actions report, not more than five duttars
$5 per copy.

(c) A 1ist of Ticensees, a monthly pending actions report and all
other in-house prepared reports or 1istings made available to the public,
not more than ome—douttar $1 per page.

32— 26. To apply for a Toan originator license, an amount to be
determined by the superimtendermt DEPUTY DIRECTOR.

33— 27. To apply for a loan originator Ticense transfer, an amount
to be determined by the superimtendernt DEPUTY DIRECTOR.

34~ 28. To apply for a conversion from a mortgage banker Tlicense
to a mortgage broker Ticense, an amount to be determined by the
superimtendent DEPUTY DIRECTOR.

29. FOR A PREMIUM FINANCE COMPANY, $300 PLUS $300 FOR EACH BRANCH
OFFICE.

30. FOR AN ADVANCE FEE LOAN BROKER, $50.

B. ON APPLICATION FOR A LICENSE OR PERMIT FOR AN ENTERPRISE OR
CONSUMER LENDER, THE APPLICANT SHALL PAY THE FIRST VYEAR'S ANNUAL
ASSESSMENT LISTED IN SUBSECTION D OF THIS SECTION, PRORATED ACCORDING TO
THE NUMBER OF QUARTERS REMAINING UNTIL THE DATE OF THE NEXT ANNUAL
ASSESSMENT OR RENEWAL. IF THE RESULT OF THE APPLICATION ENDS IN A DENIAL,
THE DEPARTMENT SHALL REFUND THE PRORATED ANNUAL ASSESSMENT THAT THE
APPLICANT PAID. ANNUAL RENEWAL FEES ARE NONREFUNDABLE.

B~ C. On issuance of a Tlicense or permit for a financial
institution or—enterprise, the superimtemdent DEPARTMENT shall collect the
first year's annual assessment or renewal fee for the financial
institution, or—emterprise EXCEPT FOR A CONSUMER LENDER THAT PAID ON
APPLICATION, prorated according to the number of quarters remaining until
the date of the next annual assessment or renewal.

€~ D. The following annual ASSESSMENTS AND renewal fees shall be
paid each year:

1. For an escrow agent or trust company, oume thousamd—dottars
$1,000 plus twotumdred—fifty dottars $250 for each branch office.

2. For a debt management company or sales finance company, Tfive
fromdred—dottars $500 plus twotomdred—dottars $200 for each branch office.

_10_
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3. For a collection agency, sTx toumdred dotiars plrus two fomdred
gdottars—for—eacirbranct—office $600.

4. For an inactive mortgage broker or commercial mortgage broker,
two—tumdred—ifty dottars $250.

5. For a mortgage banker that negotiates or closes in the aggregate
one hundred 1loans or less in the immediately preceding calendar year,
sevemr humdred—fifty —dottars $750, and for a mortgage banker that
negotiates or closes 1in the aggregate over one hundred Toans in the
immediately preceding calendar year, ome —thousand—two humdred—fifty
dottars $1,250. In addition, a mortgage banker shall pay two—tundred
frftydottars $250 for each branch office.

6. For a commercial mortgage banker, ume—thousamd—two frumdred—ifty
dottars $1,250. In addition, a commercial mortgage banker shall pay two
fromdred—fty dottars $250 for each branch office.

7. For a mortgage broker or commercial mortgage broker that
negotiates or closes in the aggregate fifty Tloans or Tless in the
immediately preceding calendar year, two tunmdred—fifty dottars $250 and
for a mortgage broker or commercial mortgage broker that negotiates or
closes in the aggregate more than fifty loans in the immediately preceding
calendar year, five fomdred—dottars $500. In addition, a mortgage broker
or commercial mortgage broker shall pay two—tumdred—dottars $200 for each
branch office.

8. For a consumer Tlender, ovme—thousamd—dottars $1,000 plus two
fromdred—dottars $200 for each branch office.

9. For a money transmitter, five—thumdred—<dottars $500 plus
twemty—five—dottars $25 for each branch office and each authorized
delegate to a maximum of two—thousand—five tumdred—dottars $2,500.

Ho—For—adeferred—presemtment—company;—four—hunmdred—dottars—In

o . 13 1 .
EaCh branchoffice:

i~ 10. For a loan originator, an amount to be determined by the
superimtendent DEPUTY DIRECTOR.

72— 11. For am——Tdmactive —status A Jloan originator CHANGE TO
INACTIVE STATUS, an amount to be determined by the superimtendenmt DEPUTY
DIRECTOR.

o - 4. 3 . . . A - .

b—The—ticense;,—Temewa—or—branch—office permit—fee—for—a premium
fmanmce——CTompany for—edCch Catendar yedr O part of a Calendar year Shati
nmot—betesstham ome humdred—doHtars—or—moretiam threetumdred—dotars—as
set—by the—superimtendent— I theTicense s Tssued—or—the branch—officte
. L ) ap . - Lo N . ey
is—opened—after dunme 36— any year; the fees stattmot—betess tham fifty
dottars—or—moretham ome hunmdred— ity dottars—for—that—year-

12. FOR A PREMIUM FINANCE COMPANY, $300 PLUS $300 FOR EACH BRANCH
OFFICE.

13. FOR AN ADVANCE FEE LOAN BROKER, $25.
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Sec. 9. Section 6-128, Arizona Revised Statutes, is amended to
read:

6-128. Joint examinations; acceptance of federal requlatory

and other authorized examinations

A. The examination of a financial institution or enterprise may be
made in coordination with any authorized federal examination or an
examination by another state. The superimtendent DEPUTY DIRECTOR in tis
THE DEPUTY DIRECTOR'S discretion may accept the examination report or
other information compiled or generated by a federal regulatory authority
or by another state regulatory authority that has jurisdiction over the
financial institution or enterprise in lieu of any examination authorized
or required by the Taws of this state. Acceptance of the examination
reports shall not be a waiver of the examination assessments provided by
law, and reports so accepted are considered for all purposes as an
official report of the department.

B. The superimterndernt DEPUTY DIRECTOR may take any reasonable and
lawful action to coordinate the examination of financial institutions or
enterprises, including:

1. Negotiating and entering into cooperative agreements with an
agency of another state or of the federal government.

2. Sharing information and reports with persons as prescribed by
section 6-129.

Sec. 10. Section 6-129.01, Arizona Revised Statutes, is amended to

read:

6-129.01. Enterprise documents open to public inspection

A11 papers, documents, reports and other written instruments filed
with the superimtemdenmt DEPUTY DIRECTOR pursuant to the requirements of
this title by an enterprise shall be open to public inspection, except
that the souperimtemdert DEPUTY DIRECTOR may withhold from public
inspection for such time as fre THE DEPUTY DIRECTOR considers necessary any
information which in fris THE DEPUTY DIRECTOR'S judgment the public welfare
or the welfare of the financial enterprise requires to be so withheld.

Sec. 11. Section 6-131.01, Arizona Revised Statutes, is amended to

read:

6-131.01. Appointment of deputy director as receiver; award

of property. fees and costs

A. The superimtendent DEPUTY DIRECTOR may be appointed as a
receiver of a financial institution or enterprise under tris THE DEPUTY
DIRECTOR'S supervision. No bond is required of the superimtemdemrt DEPUTY
DIRECTOR for acting as a receiver.

B. ATl reasonable expenses of the department relating or
apportioned to a receivership, including receiver fees and attorney fees,
costs of preliminary or other examinations of the person placed into
receivership and expenses relating to the management of any office or
other asset of the person placed in receivership, shall be awarded by the

_12_
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court for payment to the department out of the assets of the
receivership. The department shall assess those expenses against the
receivership quarterly and shall deposit those amounts in the department
receivership revolving fund, as provided 1in section 6-135.01. Those
assessments have priority over the other creditors of the receivership.
Notwithstanding the other provisions of this subsection, on request by the

superimtendent DEPUTY DIRECTOR, the court may award personal property of
the receivership to the department as partial compensation for the
services rendered during the administration of the receivership.

C. The superimtenmdent DEPUTY DIRECTOR shall maintain a complete
accounting of each receivership in which fr= THE DEPUTY DIRECTOR 1s
appointed as receiver.

Sec. 12. Section 6-132, Arizona Revised Statutes, 1is amended to
read:

6-132. Violation of title; civil penalty

The souperimterndernt DEPUTY DIRECTOR may assess a civil penalty in an
amount of not more than five thousanmd——dotiars $5,000 against a person,
including any officer, director, employee, agent or other person who
participates in the conduct of the affairs of the person, for any knowing
violation of any provision of this title or of any rule or order adopted
or issued pursuant to this title. If the assessment is not paid in full
within thirty days after the service of the notice of the assessment on
the person, the attorney general, on request of the superimtemdermt DEPUTY
DIRECTOR, shall bring an action in the superior court in the county in
which a violation of this section is alleged to have occurred in the same
manner as the filing of other actions. On the finding of a knowing
violation of this section by the defendant in any such action, the court
may enforce the civil penalty 1imposed by the suvperimtendent DEPUTY
DIRECTOR or may impose a different civil penalty in an amount as it deems
appropriate for each violation. Each day of violation constitutes a
separate offense.

Sec. 13. Section 6-133, Arizona Revised Statutes, 1is amended to

read:

6-133. Violations; classification

A. Any person who knowingly violates any provision of this title
for which a different penalty is not specifically provided or knowingly
violates any rule, regulation or order issued or promulgated pursuant to
this title is guilty of a class 6 felony. Each day of violation shall
constitute a separate offense.

B. Any person who knowingly makes any false statement,
misrepresentation or false certification in any application, record,
report, plan or other document filed or required to be maintained pursuant
to this title or under any license, certificate, rule, regulation or order
issued pursuant to this title with intent to deceive the superimtendent
DEPUTY DIRECTOR is guilty of a class 3 felony.

_13_
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C. Any person who knowingly makes any false entry or omits a
material entry 1in any record, report or statement of a financial
institution with intent to injure or defraud the financial institution or
to deceive the superimtendent DEPUTY DIRECTOR or any agent or examiner
appointed by the superimtemdert DEPUTY DIRECTOR to examine the affairs of
the financial institution is guilty of a class 3 felony.

Sec. 14. Section 6-135, Arizona Revised Statutes, is amended to

read:

6-135. Department revolving fund; use of fund

A. There is established a department revolving fund to be
administered by the superimtemdent DEPUTY DIRECTOR under the conditions
and for the purposes provided by this section. Monies in the fund are
exempt from the provisions of section 35-190, relating to tite lapsing of
appropriations.

B. Any investigative costs, attorney fees or <civil penalties
recovered for the state by the attorney general or the superimtendent
DEPUTY DIRECTOR as a result of actions brought pursuant to this title,
whether by final judgment, settlement or otherwise, shall be deposited in
the department revolving fund. If the unencumbered portion of the fund
exceeds two—tomdred—thousamd——dottars $200,000 at the end of the fiscal
year, all unencumbered monies in excess of two—tumdred—thousam——dottars
$200,000 shall be deposited in the department receivership revolving fund,
pursuant to section 6-135.01.

C. The monies in the fund shall be used by the superimtemdemnt
DEPUTY DIRECTOR and the attorney general for investigative proceedings or
for purposes of instituting and prosecuting civil actions pursuant to this
title.

D. On or before the fifteenth day of February, May, August and
November OF EACH YEAR, the superimtemdermt DEPUTY DIRECTOR shall file with
the governor, with ~copies to the director of +the department of
administration, the president of the senate and the speaker of the house
of representatives, a full and complete account of the receipts and
disbursements from the fund in the previous calendar quarter.

Sec. 15. Section 6-135.01, Arizona Revised Statutes, is amended to

read:

6-135.01. Department receivership revolving fund; use of fund

A. The department receivership revolving fund is established to be
administered by the superimtendent DEPUTY DIRECTOR. The fund shall
consist of monies from the following sources:

1. Monies awarded and received as fees and costs in receiverships
in which the superimtemdent DEPUTY DIRECTOR was the receiver, as provided
in section 6-131.01.

2. Monies received from the department revolving fund, as provided
in section 6-135, subsection B.

_14_
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B. Monies in the fund may be used to pay any costs incurred by the
division arising out of the administration of a receivership in which the
superimtemdert DEPUTY DIRECTOR is the receiver.

C. The director shall submit to the legislature with the
department's annual budget request a full and complete account of the
department receivership revolving fund through the end of its most recent
fiscal year.

Sec. 16. Section 6-137, Arizona Revised Statutes, 1is amended to
read:

6-137. Cease and desist orders; injunctions; public

inspection

A. If it appears to the superimtemdent DEPUTY DIRECTOR that any
person has engaged, is engaging or is about to engage in any act, practice
or transaction wiichr THAT constitutes a violation of this title or any
rule or order of the superimterndert DEPUTY DIRECTOR or a violation of any
federal insurance regulation as determined by the appropriate federal
regulatory authority in writing, the superimtendermt DEPUTY DIRECTOR may
issue an order directing the person and directors, officers, employees and
agents of the person to cease and desist from engaging in the act,
practice or transaction or doing any act in furtherance of the act,
practice or transaction and to take appropriate affirmative action, within
a reasonable period of time as prescribed by the superimtemdermt DEPUTY
DIRECTOR, to correct the conditions resulting from the act, practice or
transaction.

B. If it appears to the superimtendent DEPUTY DIRECTOR that any
financial institution or enterprise or any officer, director, employee,
agent or other person participating in the conduct of the affairs of the
financial institution or enterprise has engaged, is engaging or is about
to engage 1in any act, practice or transaction wiitchr THAT constitutes an
unsafe or unsound practice or a violation of any order of the
superimtendent DEPUTY DIRECTOR, applicable law or rule, written agreement
entered into with the superimtendent DEPUTY DIRECTOR or condition imposed
in writing by the superimtemdent DEPUTY DIRECTOR in connection with the
granting of any application or other request by the financial institution
or enterprise, the superimtendent DEPUTY DIRECTOR may issue an order
directing the financial institution or enterprise or any director,
officer, employee, agent or other person participating in the conduct of
the affairs of the financial institution or enterprise to cease and desist
from engaging in the act, practice or transaction or doing any act 1in
furtherance of the act, practice or transaction and to take appropriate
affirmative action, within a reasonable period of time as prescribed by
the souperimtemdert DEPUTY DIRECTOR, to correct the conditions resulting
from the act, practice or transaction.
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C. An order issued by the superimtemdemt DEPUTY DIRECTOR under this
section becomes effective at the time of service and remains effective and
enforceable except to the extent that it is stayed, modified, terminated
or set aside by the superimtemdent DEPUTY DIRECTOR or a reviewing court
pursuant to this article.

D. A person aggrieved by an order issued by the superimtendent
DEPUTY DIRECTOR under this section may request a hearing pursuant to title
41, chapter 6, article 10. After requesting a hearing, the person may
move that the order be stayed or modified pending the hearing. If the
order is not stayed or modified or the motion is not acted on within ten
days, the person may apply to the superior court for an order for relief.

E. If it appears to the superimtemdent DEPUTY DIRECTOR that a
person has engaged, is engaging or is about to engage in an act, practice
or transaction wiichr THAT constitutes a violation of this title or any
rule or order of the superimterndert DEPUTY DIRECTOR or a violation of any
federal insurance regulation as determined by the appropriate federal
regulatory authority, the superimtemdent DEPUTY DIRECTOR may apply to the
superior court in Maricopa county for any of the following:

1. An idinjunction enjoining the person from engaging in the act,
practice or transaction or from doing any act in furtherance of the act,
practice or transaction, and upom ON a showing by the superimtendent
DEPUTY DIRECTOR that the person has engaged, is engaging or is about to
engage in an act, practice or transaction in violation of this title, any
other applicable Taw or any rule or order of the superimtemdernt DEPUTY
DIRECTOR the court shall grant without bond a temporary restraining order,
preliminary injunction or permanent injunction.

2. An order granting additional relief as may be available under
this title.

F. The court shall give an action brought pursuant to this section
precedence over all other civil actions.

G. An order that is issued by the superimtendent DEPUTY DIRECTOR
under this section to a person, financial institution or financial
enterprise that has engaged or is engaging in a violation that relates to
unlicensed activity shall be open to public inspection.

Sec. 17. Section 6-138, Arizona Revised Statutes, 1is amended to

read:

6-138. Hearings

The superimtemdent DEPUTY DIRECTOR or an administrative law judge
shall conduct hearings, including hearings relating to orders of the

superimtendent DEPUTY DIRECTOR granting, denying, revoking or suspending a
permit, <certificate or 1license provided for under this title, 1in
accordance with title 41, chapter 6, article 10.

_16_
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Sec. 18. Section 6-139, Arizona Revised Statutes, is amended to
read:

6-139. Judicial review

Except as provided in section 41-1092.08, subsection H, a final
decision of the superimtemdermt DEPUTY DIRECTOR is subject to judicial
review pursuant to title 12, chapter 7, article 6 if the complaint seeking
review is filed with the superior court in Maricopa county and served on
the superimtendent DEPUTY DIRECTOR.

Sec. 19. Section 6-141, Arizona Revised Statutes, 1is amended to

read:

6-141. Definitions

In this article, unless the context otherwise requires:

1. "Acquisition of control"™ means any transaction whereby a person
obtains, directly or indirectly, control of a bank, trust company, savings
and loan association or controlling person.

2. "Control"™ means direct or indirect ownership of or power to vote

ffteem—per——cenmt TWENTY-FIVE PERCENT or more of the outstanding voting
securities of a bank, trust company, savings and Toan association or
controlling person or to control in any manner the election of a majority
of the directors of a bank, trust company, savings and loan association or
controlling person. For the purposes of determining the percentage of
voting securities owned, controlled or held by a person, there shall be
aggregated with the voting securities attributed to such person the voting
securities of any other person directly or indirectly controlling,
controlled by or under common control with such other person or by any
officer, partner, employee or agent of such person, or by any spouse,
parent or child of such person.

3. "Controlling person"” means any person directly or indirectly in
control of a bank, trust company or savings and loan association.

4. "Person" means an individual, corporation, partnership,
association, trust;— OR agency or any similar entity.

5. "Voting security" means any security presently entitling the
owner or holder of such security to vote for the election of directors of
a bank, trust company, savings and Toan association or controlling person,
excluding, 1in the ~case of a savings and TJloan association, votes
attributable to savings accounts. A specified percentage of outstanding
voting securities means such amount of the outstanding voting securities
as entitles the holder or holders of such securities to cast that
specified percentage of the aggregate votes wirictt THAT the holders of all
the outstanding voting securities are entitled to cast.

Sec. 20. Section 6-142, Arizona Revised Statutes, is amended to
read:

6-142. Unlawful control

A person shall not directly or indirectly acquire control of a bank,
trust company, savings bank, savings and loan association or controlling
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person, except with the approval of the superimtemdent DEPUTY DIRECTOR or
as otherwise permitted ALLOWED by this article.

Sec. 21. Section 6-143, Arizona Revised Statutes, 1is amended to
read:

6-143. Exempt persons and transactions

A. This article shall not apply to the following persons or
transactions of the type specified:

1. A person who controls a bank, trust company or savings and Toan
association or controlling person on the date this article becomes law and
who continues to control such bank, trust company, or savings and loan
association.

2. A registered dealer who acts as an underwriter or member of a
selling group 1in a public offering of the voting securities of a bank,
trust company, savings and loan association or controlling person.

3. A person who acts as proxy for the sole purpose of voting at a
designated meeting of the security holders of a bank, trust company,
savings and loan association or controlling person.

4. A person who acquires control of a bank, trust company, savings
and loan association or controlling person by devise or descent.

5. A person who acquires control of a bank, trust company, savings
and loan association or controlling person as a personal representative,
custodian, guardian or conservator appointed by a court or as a trustee,
receiver or other officer appointed by a court.

6. A pledgee of a voting security of a bank, trust company, savings
and loan association or controlling person who does not have the right, as
pledgee, to vote such voting security.

7. A transaction approved pursuant to chapter 2, article 7 of this
title.

B. There shall be exempted from the provisions of this article any
person or transaction whith THAT the superimtemdenmt DEPUTY DIRECTOR by
rule or order exempts as not being necessary or appropriate in the public
interest or for the protection of a bank, trust company, savings bank or
savings and loan association, or the depositors, beneficiaries, creditors
or shareholders of such bank, trust company, savings bank or savings and
loan association.

C. A person may, prior to filing an application for approval, MAY
request in writing a determination from the superimtendert DEPUTY DIRECTOR
as to whether sucht THE person, wpom ON consummation of a proposed
transaction, will be in ~control. Htpom ON such A request, the
supertmtendent DEPUTY DIRECTOR may enter an order that the person will not
be in control, in which event the proposed transaction will be an exempt
transaction under this article.
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Sec. 22. Section 6-144, Arizona Revised Statutes, is amended to
read:

6-144. Acquisition of control; approval of deputy director

A person shall not, directly or indirectly, make a tender offer for,
request or invite a tender offer for, offer to exchange securities for or
acquire 1in the open market or otherwise, any voting security or any
security convertible into a voting security of a bank, trust company,
savings and loan association or controlling person if such a transaction
would result in the person acquiring control of a bank, trust company or
savings and loan association or controlling person unless the
superimtendent DEPUTY DIRECTOR has approved such acquisition of control,
except that mottrimg—m this section strat+ DOES NOT prohibit a person from
negotiating or entering into agreements subject to the condition that the
acquisition of control will not be effective until approval of the

superimtendent DEPUTY DIRECTOR is obtained.

Sec. 23. Section 6-145, Arizona Revised Statutes, 1is amended to

read:

6-145. Application for approval

A. An application for approval of the superimtendent DEPUTY
DIRECTOR shall be in writing in such form as the superimtemdert DEPUTY
DIRECTOR may prescribe and shall be accompanied by such information, data
and records as the superimtemdernt DEPUTY DIRECTOR may require. For such
purpose the supertmtemdermt DEPUTY DIRECTOR shall adopt rules prescribing
the form and the information, data or records wirictt THAT may be required.

B. Ypom ON receipt of any initial application for approval or any
amendment or supplement to such THE application, the superimtendent DEPUTY
DIRECTOR shall cause <copies of swch THE application, amendment or
supplement to be given to the bank, trust company or savings and loan
association concerned within three business days.

Sec. 24. Section 6-146, Arizona Revised Statutes, is amended to

read:

6-146. Material change of fact; filing amended statements

If any material change occurs in the facts set forth in the
application, or if for any other reason the acquiring party desires to
amend such application, an amendment setting forth such change, together
with copies of all documents and other material relevant to such change,
shall be filed with the superimtendert DEPUTY DIRECTOR.

Sec. 25. Section 6-147, Arizona Revised Statutes, is amended to

read:

6-147. Denial of application; grounds

A. With respect to the proposed acquisition of control of a bank,
trust company, savings and 1loan association or controlling person, an
application shall be denied if the superimtemdermt DEPUTY DIRECTOR finds
any of the following:
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1. That the financial condition of any person who would acquire
control is such as may jeopardize the financial stability of the bank,
trust company or savings and loan association, or prejudice the interests
of the depositors, beneficiaries, creditors and shareholders of the bank,
trust company or savings and loan association.

2. That a plan or proposal to liquidate the bank, trust company or
savings and Tloan association, to merge or consolidate the bank, trust
company or savings and loan association or to make any other major change
in the business, corporate structure or management of the bank, trust
company or savings and loan association is not fair and reasonable to the
depositors, beneficiaries, creditors or shareholders of the bank, trust
company or savings and loan association.

3. That the overall moral character or integrity of any person who
would acquire control indicates that it would not be in the interest of
the depositors, beneficiaries, creditors or shareholders of the bank,
trust company or savings and loan association, or in the interest of the
public, to permit ALLOW such A person to control the bank, trust company
or savings and loan association.

4. That the applicant neglects, fails or refuses to furnish to the
superimtendent DEPUTY DIRECTOR any information required by the
superimtemdent DEPUTY DIRECTOR.

5. That it is contrary to Taw.

B. The superimtendent DEPUTY DIRECTOR may, in approving a proposal
to acquire control of a bank, trust company or savings and Toan
association, impose such conditions as te THE DEPUTY DIRECTOR deems
reasonable, necessary or advisable in the public interest.

Sec. 26. Section 6-148, Arizona Revised Statutes, 1is amended to
read:

6-148. Failure to act on application as approval

A. Notwithstanding any other provision of this article, any
application for approval to acquire control of a bank, trust company,
savings and Tloan association or controlling person which THAT is not
denied or approved by the superimtendent DEPUTY DIRECTOR within a period
of sixty days after such application is filed with the superimtendent
DEPUTY DIRECTOR or if the applicant consents to an extension of the period
within which the superimtemdent DEPUTY DIRECTOR may act, within such
extended period, shall be deemed to be approved by the superimtemdernt
DEPUTY DIRECTOR as of the first day after such period of sixty days or
such extended period. If the superimtemdernt DEPUTY DIRECTOR gives notice
of a hearing, the sixty-day period shall be extended to such date as may
be fixed by order of the superimtemdernt DEPUTY DIRECTOR.

B. For purposes of this section, an application for approval is
deemed to be filed with the superimtermdent DEPUTY DIRECTOR at the time
when the complete application, including any amendments or supplements,
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containing all the information in the form required by the superimtendert
DEPUTY DIRECTOR, is received by the superimtemdert DEPUTY DIRECTOR.

Sec. 27. Section 6-149, Arizona Revised Statutes, 1is amended to
read:

6-149. Determination of control of one person by another;

hearing; notice

Before determining whether a person controls another person or
before denying or approving an application for approval to acquire control
of a bank, trust company, savings and Tloan association or controlling
person the superimtendent DEPUTY DIRECTOR may hold a hearing. Notice of
such hearing shall be given by the superimtendent DEPUTY DIRECTOR to the
applicant, the bank, trust company, savings and Tloan association or
controlling person concerned and to such other persons as the
superimtendent DEPUTY DIRECTOR determines appropriate. The date for
commencement of the hearing shall not be later than thirty days after the
date of the notice, unless the applicant consents to an extension of such
period.

Sec. 28. Section 6-150, Arizona Revised Statutes, 1is amended to

read:

6-150. Appointment of deputy director as agent for service of
process; forwarding of process; consent to
jurisdiction

Any person who is not a resident of this state, domiciled in this
state or authorized to do business in this state and who files an
application is deemed to have:

1. Consented to the jurisdiction of the courts of this state for
all actions arising under the provisions of this article.

2. Appointed the superimtendernt DEPUTY DIRECTOR as fris THE PERSON'S
lawful agent for the purpose of accepting service of process in any
action, suit or proceeding that may arise under this article. Copies of
all such lawful process accepted by the superimtendent DEPUTY DIRECTOR as
an agent shall be transmitted by the superimtendenmt DEPUTY DIRECTOR by
registered mail to such—persomat—is THE PERSON'S Tast known address.

Sec. 29. Section 6-151, Arizona Revised Statutes, is amended to

read:

6-151. Injunctions

If it appears to the superimtendernt DEPUTY DIRECTOR that any person
has committed or is about to commit a violation of any provision of this
article or of any rule or order of the superimtendernt DEPUTY DIRECTOR, the
superimterndent DEPUTY DIRECTOR may apply to the superior court for an
order enjoining such person from violating or continuing to violate this
article or any regulation or order and for injunctive or other relief as
the nature of the case or the interests of the bank, trust company or
savings and loan association, the depositors, beneficiaries, creditors or
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shareholders of such bank, trust company or savings and Toan association
may require.

Sec. 30. Section 6-153, Arizona Revised Statutes, 1is amended to

read:

6-153. Acquisition of voting securities in violation of
article; Timitation on rights as shareholder;
injunction

A. With respect to any voting security acquired in violation of

this article or any rule or order of the superimtendent DEPUTY DIRECTOR, a
person shall not be entitled to vote or give a written proxy or consent
for a period of five years after such acquisition except with the written
consent of the superimtermdernt DEPUTY DIRECTOR. If a voting security of a
bank, trust company, savings and loan association or controlling person is
acquired 1in wviolation of this article or any rule or order, any
shareholder of such bank, trust company, savings and loan association, or
controlling person or the superimtemdent DEPUTY DIRECTOR may apply to the
superior court for injunctive or other equitable relief, including costs
and reasonable attorney fees, to enjoin prospectively any person from
voting or giving any written proxy or consent with respect to such voting
security for a period of five years after such acquisition except with the
written consent of the superimtemdert DEPUTY DIRECTOR. The supertmtemndert
DEPUTY DIRECTOR may apply to the superior court for injunctive or other
relief, including costs, to void any vote or any giving of a written proxy
or consent with respect to such security wiichr THAT has occurred since
such acquisition, except that no vote may be voided if the court finds
that to void such vote would not be in the interest of the depositors,
beneficiaries, creditors or shareholders of the bank, trust company,
savings and 1loan association or controlling person, or in the public
interest.

B. An application for consent of the superimtendent DEPUTY DIRECTOR

may be filed with the superimtendenmt DEPUTY DIRECTOR by any person and
shall be granted or denied within thirty days. In giving consent, the

superimtendent DEPUTY DIRECTOR may require such conditions as the

superimtendent DEPUTY DIRECTOR deems reasonable, necessary or otherwise in
the public interest. Except as provided in section 41-1092.08, subsection
H, the action of the superimtemdernt DEPUTY DIRECTOR shall be an order
subject to judicial review pursuant to title 12, chapter 7, article 6 if
the complaint seeking review is filed with the superior court in Maricopa
county.

C. A civil action shall not be brought to void any vote pursuant to
subsection A of this section unless commenced within one year after the
transaction which constituted a violation of this article or any rule or

order of the superimterdert DEPUTY DIRECTOR.
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Sec. 31. Section 6-161, Arizona Revised Statutes, 1is amended to
read:

6-161. Suspension, removal or prohibition; hearing; notice

A. The superimtendent DEPUTY DIRECTOR, subject to the requirements
of this article, may remove or suspend from office or prohibit from
participating in any of the affairs of a financial institution or
enterprise any director, officer, employee, agent or other person
participating in the conduct of the affairs of the financial institution
or enterprise if he finds that the director, officer, employee, agent or
other person participating in the conduct of the affairs of the financial
institution or enterprise has engaged in any of the following:

1. Any act, omission or practice in any business transaction which
demonstrates personal dishonesty or unfitness to continue in office or
participate in the conduct of the affairs of the financial institution or
enterprise.

2. A wilful violation of an order of the superimtemdent DEPUTY
DIRECTOR.

3. Refusal to testify or produce records in response to a subpoena
issued by the superimtendernt DEPUTY DIRECTOR.

4. A conviction of a crime, an essential element of which is fraud,
misrepresentation or deceit.

5. Any activity described 1in 12 United States Code section
1818(e)(1). For the purposes of this paragraph, all references to the
appropriate federal banking agency are to the superimtemdert DEPUTY
DIRECTOR.

6. Any violation of this title vrelative to the financial
institution or enterprise.

7. Any act, practice or transaction which THAT in any way would
jeopardize the safety and soundness of the financial institution.

B. The superimtemdenmt DEPUTY DIRECTOR may issue and serve upom ON
the person involved, named as respondent, a written notice of the

superimtendent s DEPUTY DIRECTOR'S order of suspension or intention to
remove trim THE PERSON from office or to prohibit fim THE PERSON from
further participation in any manner in the conduct of the affairs of the
financial institution or enterprise. A copy of the notice shall also be
served on the financial dinstitution or enterprise. The notice shall
contain a statement of the alleged facts and fix a time and place at which
a hearing shall be held. The hearing shall be fixed for a date not
earlier than thirty days nor Tlater than sixty days after the date of
service of the notice, unless an earlier or a later date is set for good
cause shown. If the respondent without excusable neglect fails to answer
the charges, or if on the record made at the hearing the superimtendert
DEPUTY DIRECTOR finds that any of the charges specified in the notice has
been established and constitutes grounds for suspension or removal from
office or prohibition from participation in the conduct of the affairs of
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the financial institution or enterprise, the superimtendent DEPUTY
DIRECTOR may issue the appropriate order. The order becomes effective at
the time specified in the order after service on the respondent and
remains effective unless stayed, modified, terminated or set aside by
action of the superimtendert DEPUTY DIRECTOR or a reviewing court.

C. The resignation, termination of employment or participation, or
separation of the person involved does not affect the jurisdiction and
authority of the superimtemdent DEPUTY DIRECTOR to issue any notice and
proceed under this section against that person.

D. Notwithstanding section 6-129, an order issued pursuant to this
section whrich THAT has become final is open to public inspection, except
that the superimterdert DEPUTY DIRECTOR may withhold from public
inspection for such time as fre THE DEPUTY DIRECTOR considers necessary any
information whicth THAT in fris THE DEPUTY DIRECTOR'S Jjudgment the public
welfare or the welfare of the financial institution requires to be so
withheld.

E. If a removal order has become final, a financial institution or
enterprise may not employ the person against whom it was issued without
the prior written approval of the superimtemdert DEPUTY DIRECTOR.

Sec. 32. Section 6-162, Arizona Revised Statutes, 1is amended to

read:

6-162. Temporary prohibition; injunction

A. If the -superimtendemt DEPUTY DIRECTOR determines from the
available facts that the conduct of the respondent is Tikely to cause the
financial institution or enterprise to suffer substantial financial 1loss
before an order can be issued under section 6-161, the superimtemndent
DEPUTY DIRECTOR may issue a temporary order prohibiting the respondent
from further participation in any manner in the conduct of the affairs of
the financial institution or enterprise. The order shall contain a
statement of the alleged facts which form the basis of the order and
becomes effective on service on the respondent. A copy of the order shall
also be served on the financial institution or enterprise. The order
expires by its terms within such time after entry, not to exceed twenty
days, as the superimtendenmt DEPUTY DIRECTOR fixes, unless the respondent
consents to a longer period or within the time fixed in the order it is
extended by supplemental order dissued by the superimtemdert DEPUTY
DIRECTOR and served on the respondent and the financial institution or
enterprise. On two days' notice to the financial institution or
enterprise the respondent may move that the superimtendert DEPUTY DIRECTOR
stay, dissolve or modify the order, and the superimtendernt DEPUTY DIRECTOR
shall proceed to hear and determine such motion as expeditiously as
justice requires.
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B. The respondent served with a temporary order may apply to the
superior court for a stay of the order pending the completion of the
administrative proceedings under section 6-161, and the court has
jurisdiction to stay the order if the superimtendent DEPUTY DIRECTOR has
refused to stay the order or to promptly consider the respondent's request
for a stay.

Sec. 33. Section 6-163, Arizona Revised Statutes, is amended to

read:

6-163. Judicial review

Except as provided in section 41-1092.08, subsection H, any party to
a proceeding under this article may obtain judicial review of any final
order pursuant to title 12, chapter 7, article 6 other than an order
issued with consent of the financial institution or enterprise or other
person concerned 1if the complaint seeking review 1is filed with the
superior court. The commencement of proceedings for judicial review shall
not, unless specifically ordered by the court, operate as a stay of the
order. During the pendency of the action for review, the superimtemndent
DEPUTY DIRECTOR may not modify, terminate or set aside the order except
with permission of the court.

Sec. 34. Section 6-164, Arizona Revised Statutes, 1is amended to

read:

6-164. Attorney fees and expenses

In any proceeding instituted under this article in which a director
or officer is a party, and if the superimtendernt DEPUTY DIRECTOR or court
allows such party reasonable expenses and attorney fees, the

superimtendent DEPUTY DIRECTOR or the court may provide that such expenses
and fees shall be paid by the financial institution or enterprise from its
assets with priority as an expense of administration in receivership.

Sec. 35. Section 6-165, Arizona Revised Statutes, 1is amended to
read:

6-165. Enforcement of order

The suoperimtendent DEPUTY DIRECTOR may apply to the superior court
for the enforcement of any effective and outstanding order issued under
this article, and the court has jurisdiction to order and require
compliance with the order. Except as otherwise provided in this article,
a court has jurisdiction to affect by injunction or otherwise the issuance
or enforcement of any order under this article or to review, modify,
suspend, terminate or set aside any such order.

Sec. 36. Section 6-181, Arizona Revised Statutes, 1is amended to

read:

6-181. Declaration of purposes

The purposes of this chapter, which shall govern judicial and
administrative interpretation and application of the provisions of this
chapter, are to provide for:
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Safe and sound conduct of banks.
Conservation of bank assets.
Maintenance of public confidence in banks.

4. Protection of the interests of depositors and fiduciary
beneficiaries and of the interest of the public in the soundness and
preservation of the banking system.

5. Opportunity for banks to remain competitive with each other,
with financial institutions existing under other Taws of this state and
with banking and financial institutions existing under the laws of other
states, the United States and foreign countries.

6. Opportunity for banks to serve effectively the convenience and
needs of their depositors, borrowers and other customers, to participate
in and promote the economic progress of Arizoma THIS STATE and the United
States and to improve and expand their services and facilities for those
purposes.

7. Opportunity for management of banks to exercise business
judgment in conducting banking affairs subject to the—provisioms—of this
chapter.

8. Simplification and modernization of the Taw governing banking
and governing the exercise of fiduciary and other representative powers by
banks.

9. Implementation and execution of the—provisioms—of this chapter
by the full utilization of the Tute—makimy RULEMAKING and administrative
discretions of the superimtemdent DEPUTY DIRECTOR.

Sec. 37. Section 6-184, Arizona Revised Statutes, 1is amended to

w N -

read:
6-184. General corporate and banking powers; incidental
powers; deposit insurance; federal reserve and home
loan bank membership; agency relationship

A. A corporation holding a banking permit under this chapter may:

1. Except as prohibited by Tlaw, exercise the powers derived from
its existence as an Arizona corporation.

2. Except as prohibited by law, exercise any power and engage in
any activity which it could exercise or engage in if it were a national
banking association with a banking office in this state.

3. Directly or through a bank subsidiary engage in any Tawful
activity wirichr THAT is reasonably related or incidental to banking. ATl1
activities in which any bank was Tlawfully engaged directly or through a
subsidiary on December 31, 1971 are declared to be incidental and related
to banking for the purposes of this paragraph.

4. Do the acts necessary to obtain and maintain insurance of its
deposits by the federal deposit insurance corporation.

5. Do the acts necessary to acquire and hold membership in the
federal reserve system or the federal home Toan bank.
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6. Except as prohibited by 1law, directly or through a bank
subsidiary, make any Tloan or investment, offer accounts or engage in any
business activity authorized for national banking associations, federal
savings banks, or state or federally chartered or Ticensed savings and
loan associations doing business in this state. This paragraph is subject
to section 33-1571.

7. Except as prohibited by law and subject to such rules as the

superimtemdent DEPUTY DIRECTOR may adopt, through a bank subsidiary,
invest 1in real estate 1in the state or interests therein, including
corporations, partnerships, and Jjoint ventures which THAT acquire,
develop, improve, hold, 1lease, operate and sell real estate. This
paragraph is subject to section 33-1571.

B. An in-state financial institution or an out-of-state financial
institution may act as an agent of any other in-state financial
institution or out-of-state financial institution that is a subsidiary of
the same holding company for purposes of conducting the activities
authorized by this subsection. This subsection applies regardless of
whether the affiliated entities share the same home state. An in-state
financial institution or an out-of-state financial institution entering
into an agency relationship shall notify the superimtemdert DEPUTY
DIRECTOR of that agency relationship at 1least ten days before the
effective date of that agency relationship. Agency relationships among
affiliates shall be consistent with safe and sound business practices and
shall comply with all applicable laws and rules. An in-state financial
institution or an out-of-state financial institution acting as an agent is
not deemed to be a branch of the affiliate solely because of activities
lawfully conducted pursuant to this subsection. An in-state financial
institution or an out-of-state financial institution that is acting as an
agent for an affiliated entity may do any of the following:

1. Receive deposits.

Renew time deposits.

Service loans.

Receive payments on loans and other obligations.

Perform other customary banking services with the prior approval
of the superimtemdent DEPUTY DIRECTOR.

C. An in-state financial institution or an out-of-state financial
institution acting as an agent as prescribed by subsection B of this
section on behalf of an affiliated financial institution may not do any of
the following:

1. Open demand, savings or time accounts.

2. Evaluate or approve Tloans.

3. Disburse Toan monies.

U’I-bwl'\)
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4. Conduct any activity as an agent that it is prohibited from
conducting as a principal under any applicable law or rule.

D. An in-state financial institution or an out-of-state financial
institution that is acting as a principal as prescribed by subsection B of
this section may not have its affiliated entity act as an agent on its
behalf in conducting any of the following:

1. Any activity that is prohibited to the principal.

2. Any activity that is prohibited to the agent.

Sec. 38. Section 6-185, Arizona Revised Statutes, is amended to
read:

6-185. Board of directors' meetings; review; report of

failure of quorum to meet

A meeting of the board of directors of a bank shall be called each
month or each quarter. The superimtemndent DEPUTY DIRECTOR shall designate
for each bank whether the board shall meet monthly or quarterly. The
superimtendent DEPUTY DIRECTOR may change the designation at any time
without providing the bank advamced ADVANCE notice. At the meetings, the
board shall review the Toans and investments and other material activities
of the bank or review a report thereof prepared under the direction of the
board as a regular item of business. The board shall keep minutes of all
meetings including a record of attendance. If at any required meeting a
majority of the members are not present, the bank shall notify the
supertmtemdermt DEPUTY DIRECTOR in writing of that fact.

Sec. 39. Section 6-186, Arizona Revised Statutes, is amended to

read:

6-186. Annual audit and report

A. An audit of the affairs of the bank including an out-of-state
bank shall be made annually as of the end of its fiscal year by or under
the direction of the board of directors. The superimtermdert DEPUTY
DIRECTOR may prescribe certain minimum requirements of the audit and shall
require the filing of a copy of the report covering the audit with the
superimtenmdent DEPUTY DIRECTOR. The audit shall be filed with the
superimtenmdent DEPUTY DIRECTOR not more than one hundred twenty days after
the end of the bank's or out-of-state bank's fiscal year, unless the
superimtendent DEPUTY DIRECTOR extends the time period for good cause
shown. The audit is not a substitute for or in lieu of the examination by
the superimtendernt DEPUTY DIRECTOR required by section 6-122.

B. An out-of-state bank may satisfy an audit requirement by filing
with the superimtemdert DEPUTY DIRECTOR a copy of the audit report that is
required by its home state regulator within fifteen days after filing that
report with the home state.
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Sec. 40. Section 6-187, Arizona Revised Statutes, is amended to
read:

6-187. Authority to declare dividends; limitation

The board of directors of a bank may declare dividends as permitted
ALLOWED by the general laws governing Arizona corporations, except that
dividends payable other than 1in the bank's own stock may be paid out of
capital surplus only with the approval of the superimtendent DEPUTY
DIRECTOR.

Sec. 41. Section 6-189, Arizona Revised Statutes, is amended to

read:

6-189. Capital obligations; approval; convertibility

A. A capital obligation is an unsecured indebtedness of the bank
subordinate to the claims of depositors and all other creditors of the
bank regardless of whether the claims arose before or after the issuance
of the note or debenture representing the capital obligation. In the
event of liquidation all depositors and other creditors of the bank are to
be paid in full before any payment of principal or interest 1is made on
capital obligations.

B. No capital obligations shall be incurred without the prior order
of approval of the superimtemdert DEPUTY DIRECTOR. Capital obligations
authorized by such order may be retired in accordance with the mandatory
payment provisions of the obligation without further authorization. No
payment shall be made under an optional right of payment reserved to the
bank without the separate authorization of the superimtemdert DEPUTY
DIRECTOR, which may be granted in fris THE DEPUTY DIRECTOR'S initial order
of approval or by subsequent order.

C. Capital obligations may be convertible into shares of any class
of stock in accordance with their terms approved by the superimtendent
DEPUTY DIRECTOR. No shareholder has any preemptive right to purchase
capital obligations or to purchase stock issued upon conversion of capital
obligations unless provided by the articles of incorporation or specified
in the corporate authority to incur the obligation.

Sec. 42. Section 6-190, Arizona Revised Statutes, is amended to

read:

6-190. Bank offices; standards and term of approval; closing;

automated teller machines

A. A bank may establish banking offices anywhere in the world with
the authorization of the superimtendernt DEPUTY DIRECTOR and upom ON such
conditions as tre THE DEPUTY DIRECTOR may prescribe. An application for a
banking office shall be in writing in such form as the superimtemdent
DEPUTY DIRECTOR prescribes supported by such information, data and records
as the soperimterndent DEPUTY DIRECTOR may require to make the findings
necessary for approval.

B. In granting the application for a banking office, the
superimtemndernt DEPUTY DIRECTOR shall be guided by the standards prescribed
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for the dissuance of a banking permit insofar as such standards are
reasonably applicable.

C. The failure of a bank to open and operate a banking office
within one year after the superimtendenmt DEPUTY DIRECTOR approves the
application shall automatically terminate the approval, except that the
superimtendent DEPUTY DIRECTOR, for good cause shown in writing made
before the expiration of the ome—year ONE-YEAR period, may extend for
additional periods not in excess of six months each the time in which the
banking office may be opened.

D. A bank may permanently close Tless than all of its banking
offices on compliance with such requirements of notice as have been
prescribed by the superimterndermt DEPUTY DIRECTOR and such closing shall
terminate the authority to maintain the office which is closed.

E. A bank may establish or maintain an automated teller machine at
locations other than its places of business. The bank must send a
notification Tetter to the superimtendernt DEPUTY DIRECTOR at Tleast thirty
days before the automated teller machine is established pursuant to this
subsection.

F. A bank may, without the approval of the superimtermdernt DEPUTY
DIRECTOR and through contractual agreement with one or more other banks or
automated teller machine providers, Jjoin in the operation of automated
teller machine networks.

Sec. 43. Section 6-191, Arizona Revised Statutes, 1is amended to

read:

6-191. Foreign banking offices; additional powers; separate

accounts; additional offices; definition

A. In addition to its other powers, a bank may through any foreign
banking office act as fiscal agent of the United States and, except as
prohibited or 1limited by regulations of the superimtendent DEPUTY
DIRECTOR, exercise such powers as are usual 1in connection with the
business of banking in the places where such foreign banking office
transacts its business.

B. The accounts of each foreign banking office shall be maintained
independently of the accounts of all other banking offices and the profit
or loss of the office for each fiscal year shall be recorded as a separate
item in the general Tedger of the bank.

C. A bank having a foreign banking office may, on thirty days'
notice to the superimtendermt DEPUTY DIRECTOR, or such shorter notice as
may be approved by tim THE DEPUTY DIRECTOR 1in individual cases, MAY
establish such additional banking office or offices as specified in the
notice in the same country without filing an application for approval,
unless otherwise ordered by the superimtemndert DEPUTY DIRECTOR,.

D. For the purposes of this section, the term "foreign banking
office™ means a banking office in a foreign country or in a dependency or
insular possession of the United States.
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Sec. 44, Section 6-192, Arizona Revised Statutes, is amended to
read:

6-192. Investments in international and foreign banking and
financing corporations; limitation; consent;
exceptions

A. No bank may, without the consent of the superimtendent DEPUTY
DIRECTOR, MAY invest in stock or other evidence of ownership in any of the
following:

1. Corporations organized under the laws of the United States or
any state and principally engaged in international or foreign banking or
in other international or foreign financial operations, or in banking or
other financial operations in a dependency or insular possession of the
United States, either directly or through the agency, ownership or control
of local institutions in foreign countries, or in such dependencies or
insular possessions.

2. Banks organized under the laws of a foreign country or a
dependency or insular possession of the United States. No investment
shall be made in a foreign bank if it is engaged directly or indirectly in
any activity in the United States unless the activity is in the judgment
of the superimtemdent DEPUTY DIRECTOR, incidental to the international or
foreign business of such bank.

B. The aggregate amount invested 1in all banks and corporations
described in subsection A of this section shall not exceed, at the time
any such investment is made, twenty-five per——cTemt PERCENT of the capital
account of the bank as defined in section 6-351.

C. The consent of the superimtemdent DEPUTY DIRECTOR, for any
investment under subsection A of this section shall be subject to such
conditions as te THE DEPUTY DIRECTOR prescribes 1in tis THE DEPUTY
DIRECTOR'S order of approval and the investment shall be subject to his
regulations.

D. The provisions of subsections A and B of this section shall not
apply to shares or evidences of ownership acquired by a bank in the
regular course of securing or collecting a debt contracted in good faith
but shares or evidence of ownership acquired in collecting a debt shall be
disposed of within a reasonable time unless otherwise lawfully held under
subsections A and B of this section.

Sec. 45. Section 6-202, Arizona Revised Statutes, is amended to

read:

6-202. Existing banks

The authority under which an existing bank is engaged in the banking
business or the banking and trust business under the Taws of this state

prioT—tothe—effective date—of—this—<articte BEFORE AUGUST 8, 1973 shall
continue in full force and effect. The superimtemndert DEPUTY DIRECTOR,
may, and shall wupom ON request, issue a banking permit to such bank to
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evidence such authority without any further act on the part of the bank or
the payment of any fee.

Sec. 46. Section 6-203, Arizona Revised Statutes, 1is amended to
read:

6-203. Application for banking permit; organizational

application; final application

A. Except as otherwise provided in this section, an application for
a banking permit or amendment to a banking permit shall be in writing, in
such form as the superimtendent DEPUTY DIRECTOR may prescribe, and shall
be supported by such information, data and records as the superimtendent
DEPUTY DIRECTOR may require to make the findings necessary for the
issuance or amendment of the permit.

B. The superTtendent DEPUTY DIRECTOR  shall establish an
organizational application process and a final application process for new
banking permit applications. The organizational application must include:

1. The historical description of the organizing group.

2. The proposed type of regulatory filing for the bank.

3. The proposed committee structure and its membership.

4. The completed biographical and financial report for each
organizer.

5. The completed background permission form for each organizer.

6. The business plan summary.

7. The financial plan reflecting both the objectives of the
strategic plan and the bank's capital adequacy under the current capital
guidelines.

8. The projected organizational budget for the project.

9. The articles of incorporation and the bylaws of the organizing
corporation.

10. The proposed offering circular, escrow account information and
stock certificate.

C. The department may accept an organizational application for a
new banking permit without simultaneously filing with the federal deposit
insurance corporation.

D. The final application for a new banking permit may begin at any
time during the organizational phase. The required capital must be raised
during the final application process.

Sec. 47. Section 6-204, Arizona Revised Statutes, 1is amended to

read:

6-204. Issuance of banking permit; trust business;
conditional approval; hearing; banker's bank:
definitions

A. Hpom ON the filing of an application for a banking permit, the

superimtemdernrt DEPUTY DIRECTOR shall make or cause to be made an
investigation and examination of the facts concerning the applicant.
Except as provided in subsection F OF THIS SECTION, the superimtemndent
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DEPUTY DIRECTOR shall issue the permit if, but only if, f= THE DEPUTY
DIRECTOR finds:

1. The applicant is a corporation organized under the Taws of this
state having powers and purposes to engage in the banking business.

2. The deposits of the bank will be insured by the federal deposit
insurance corporation when the bank commences business.

3. The ability and integrity of the persons involved 1in the
organization and management of the proposed bank are such as to
demonstrate that it will be operated in a sound and Tawful manner.

4. The applicant has paid in capital which 1is adequate for its
prospective business.

5. The need for the bank in the community or area where the bank
will be Tocated is such as to demonstrate the favorable prospect for a
sound banking operation.

B. An application whicth THAT is not denied or approved by the

superimterndent DEPUTY DIRECTOR within ninety days after the application is
filed with the superimterndert DEPUTY DIRECTOR is deemed to be approved by
the superimterndent DEPUTY DIRECTOR as of the first day after the period.

C. A banking permit may initially or by amendment include the
authority of a bank to engage in the trust business.

D. The superimterdernt DEPUTY DIRECTOR may approve the application
conditioned upom ON specific requirements being met, but a permit shall
not be 1issued unless such conditions have been met within the time
specified in the order or any extension.

E. The permit may be granted or denied without a hearing, but the

superimtendent DEPUTY DIRECTOR may, and shall at the request of the
applicant, fix a date for a hearing on the application. At the hearing
any person may be heard with reference to the facts to be investigated.

F. The superimtemdert DEPUTY DIRECTOR shall not issue a banking
permit pursuant to subsection A OF THIS SECTION for a banker's bank unless
all of the following apply:

1. The stock of the applicant is owned exclusively by one or more
state or nationally chartered banks or, if the stock is owned by a holding
company, the holding company's stock is owned exclusively by one or more
state or nationally chartered banks.

2. The applicant engages in or will engage exclusively in providing
banking services to or for other depository institutions or their holding
companies and the directors, officers or employees of the depository
institutions.

3. The applicant offers or will offer correspondent banking
services for other depository institutions or their holding companies.

4. The applicant is fully insured by the federal deposit insurance
corporation.
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5. No single entity acquires or retains at any time ownership,
control or power to vote more than ten per—cemt PERCENT of any class of
voting securities of the banker's bank.

G. For purposes of this section:

1. "Banker's bank" means an entity that is owned exclusively by one
or more state or nationally chartered banks or bank holding companies and
that exclusively provides banking services to or for other depository
institutions and their holding companies.

2. "Nationally chartered bank" means a bank or savings bank
chartered by the office of the comptroller of the currency or the office
of thrift supervision.

Sec. 48. Section 6-205, Arizona Revised Statutes, is amended to
read:

6-205. Term of permit; surrender: revocation

A. A banking permit shall be valid until surrendered to the

supertmtendent DEPUTY DIRECTOR or revoked by trim THE DEPUTY DIRECTOR.

B. Ho A banking permit may NOT be surrendered to the superimtemndent
DEPUTY DIRECTOR wuntil such time as the superimtemdert DEPUTY DIRECTOR
finds that all of the deposit liabilities of the bank have been satisfied
in full or assumed by another bank.

C. A banking permit expires automatically when a bank is placed in
receivership.

Sec. 49. Section 6-212, Arizona Revised Statutes, 1is amended to

read:

6-212. Resulting national bank

Nothing in the Taw of this state shall restrict the right of a state
bank to merge with or convert into a national bank. The action to be
taken by such merging or converting state bank and its rights and
liabilities and those of its stockholders shall be as prescribed at the
time of the action by the Tlaw of the United States, but the state bank
shall give notice to the superimtendent DEPUTY DIRECTOR of the adoption by
its board of directors of any plan of merger or conversion.

Sec. 50. Section 6-215, Arizona Revised Statutes, is amended to

read:

6-215. Retention of nonconforming assets; permission; maximum

value

If a merging or converting bank has assets wirichh THAT do not conform
to the requirements of law for a state bank or if assets acquired by a
state bank in the transaction of 1its assuming deposit Tiabilities of
another bank do not conform to such legal requirements, the superimtemndernt
DEPUTY DIRECTOR may permit ALLOW the resulting bank to retain such assets
for a reasonable time, but shall fix the maximum value at which the assets
may be carried by the resulting or assuming bank.
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Sec. 51. Section 6-217, Arizona Revised Statutes, is amended to
read:

6-217. Emergency acquisition of in-state financial

institution

A. Notwithstanding any other provisions of 1law, an in-state
financial institution or out-of-state financial institution may acquire an
in-state financial institution if the superimtenmdent DEPUTY DIRECTOR
determines that both of the following exist:

1. The in-state financial institution proposed to be acquired is in
danger of being placed in receivership by the superimtemdent DEPUTY
DIRECTOR or the relevant federal agency.

2. The acquisition is necessary to protect the financial interests
of the in-state financial institution's depositors and creditors.

B. The superimtemdent DEPUTY DIRECTOR shall make tris THE DEPUTY
DIRECTOR'S final determination under this section in writing.

Sec. 52. Section 6-234, Arizona Revised Statutes, is amended to

read:

6-234. Deposit of minor; school saving plan

A. A bank may operate a deposit account in the name of a minor or
in the name of two or more persons, one or more of whom are minors, and
all rights and liabilities of the bank and any depositor arising out of
such account and any act of the parties in relation thereto shall be of
the same legal effect as if the minor is of full legal age.

B. Subject +to such regulations as the soperimtemdert DEPUTY
DIRECTOR may prescribe for the protection of depositors, a bank may
contract with the proper authorities of any elementary or secondary
school, or of any institution caring for minors, for the participation by
the bank in any school or institutional thrift or savings plan, and it may
accept deposits at such a school or dinstitution, either by 1its own
collector or by any representative of the school or dinstitution who
becomes the agent of the bank for such purpose.

Sec. 53. Section 6-241, Arizona Revised Statutes, 1is amended to

read:

6-241. Banking days; notice; closing

A. A bank is authorized to fix from time to time the days and hours
when each of its banking offices that are located in this state will be
open to the public for its banking business. The days and hours need not
be the same for each office. The bank shall notify the superimtemdernt
DEPUTY DIRECTOR of the days and hours of each banking office and of any
change in the scheduled days and hours of each office. The bank shall give
further notice by whatever means it selects as best calculated to advise
the public of any change.

B. In an emergency or threat of an emergency or other circumstances
beyond the control of the bank wirichr THAT would imperil persons or
property or impede normal operations, all or any of its banking offices
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that are located in this state may be or remain closed. Notice of the
closing shall be given to the superimtendert DEPUTY DIRECTOR as promptly
as conditions will permit ALLOW. The supertmtemdert DEPUTY DIRECTOR may
order the reopening of any office on fris THE DEPUTY DIRECTOR'S finding
that conditions justifying the closing under this subsection do not then
exist.

C. Any day on which a bank shall pursuant to this section be or
remain closed shall with respect to the bank be deemed a legal holiday.

D. Any office of a bank may be closed under subsection A or B OF
THIS SECTION, even though other offices of the bank are open, but any day
of such closing shall not be a legal holiday in respect to any acts to be
performed by or at the bank on such day unless the act is to be performed
only by or at the office which is closed.

E. Where pursuant to agreement or law any act is to be performed by
or at a bank on any day when such bank shall pursuant to this section be
or remain closed, the act may be performed on the next succeeding banking
day with the effect as though performed on the appointed day.

F. Nothing in any law of this state shall in any manner whatsoever
affect the validity of or render void or voidable the payment,
satisfaction or acceptance of any check or other negotiable instrument or
any other transaction by a bank because done or performed on any holiday
or partial holiday or during any time other than regular banking hours,
but motihimg—m this subsection shatt—be—Tomstruedt—to DOES NOT compel a
bank to perform any of the acts or transactions aforesaid except at its
own option.

G. This section applies to out-of-state banks.

Sec. 54. Section 6-242, Arizona Revised Statutes, is amended to
read:

6-242. Preservation of bank records; requlations; disposal

A. Every bank shall retain its corporate and business records in
accordance with regulations of the superimtemdent DEPUTY DIRECTOR. The
regulations shall classify the records, establish permissibte ALLOWABLE
methods for effective and economical preservation of information contained
in the records if the originals are destroyed pursuant to regulation, and
prescribe the minimum periods of time each record or permitted ALLOWED
substitute shall be preserved.

B. In idssuing tris THE regulations under subsection A OF THIS
SECTION, the superimterndert DEPUTY DIRECTOR shall consider:

1. Actions at Tlaw and administrative proceedings 1in which the
production of bank records might be necessary or desirable.

2. Statutes of limitation applicable to such action or proceedings.

3. The availability of information contained in bank records from
other sources.

4. Such other matters as fre—sfratt——eem THE DEPUTY DIRECTOR DEEMS
pertinent in order that fris THE DEPUTY DIRECTOR'S regulations will require
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banks to retain records for as short a period of time as is commensurate
with the interests of bank customers and shareholders and of the people of
this state in having bank records available.

C. A bank may dispose of any record or permitted ALLOWED substitute
wihichr  THAT has been retained for the applicable record prescribed 1in
accordance with the terms of this section, and shall thereafter be under
no duty to produce such A record in any action or proceeding.

Sec. 55. Section 6-245, Arizona Revised Statutes, 1is amended to
read:

6-245. Pledge of assets; rediscount; exception to requirement

of security

A. A bank may pledge, mortgage or otherwise hypothecate its assets:

1. To qualify the bank to act as a fiscal agent for any
governmental entity.

2. To secure deposits which are required by Taw to be secured.

3. To secure borrowings from one business day to the next from
another bank.

4. To secure borrowings from a federal reserve bank or any federal
agency.

5. To secure other obligations, exclusive of deposits, provided the
aggregate value of the assets as carried on the books of the bank
encumbered for purposes other than those specified in paragraphs 1 through
4 of this subsection shall not exceed the capital account of the bank
except with the approval of the superimtemdent DEPUTY DIRECTOR.

B. Fhe—7provisioms—of Subsection A shatt OF THIS SECTION DOES not
prohibit or Timit the sale or rediscount of commercial paper or securities
with endorsement, guarantee or agreement to repurchase.

C. whemever IF, by the Taw of this state, a bank is required to
provide security for deposits in the form of collateral, surety bond or
any other form, such security is not required to the extent such deposits
are insured by the federal deposit insurance corporation. For the
purposes of this subsection, acceptable security for deposits includes:

1. Certificates of deposit insured by an agent or instrumentality
of the United States.

2. Interest bearing savings deposits in banks and savings and loan
associations doing business in this state whose accounts are federally
insured.

3. United States government obligations.

4. Municipal bonds and bonds issued by a state, county or school
district.

5. Obligations for which the payment of principal and interest is
guaranteed by the United States or by an agency or instrumentality of the
United States.

6. Registered warrants if offered as security for monies of the
county by which they are issued.
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7. First mortgages and trust deeds together with the promissory
notes or other evidences of indebtedness described in the instruments on
improved, otherwise unencumbered real estate located in this state if no
single mortgage or trust deed represents more than ten per—cent PERCENT of
the total collateral security and the promissory note or other evidence of
indebtedness secured by the mortgage or trust deed has been in existence
for at Teast three years and no default with respect to the promissory
note or other evidence of indebtedness has occurred during its existence.

Sec. 56. Section 6-271, Arizona Revised Statutes, is amended to
read:

6-271. Reserves against deposits; rule; limitations

Banks wirichr THAT are not members of the federal reserve system shall
maintain such Tegal reserves as are from time to time fixed by rule of the

superimtendent DEPUTY DIRECTOR, not to exceed fourteen per——cemt PERCENT of
demand deposits or seven per——temt PERCENT of time and savings deposits.

Sec. 57. Section 6-273, Arizona Revised Statutes, 1is amended to
read:

6-273. Form of reserves; limitations

Legal reserves shall consist of:

1. Cash.

2. Cash items in the process of collection payable immediately upom
ON presentation in the United States.

3. Unpledged obligations of the United States maturing not more
than six months from AFTER the date =such THE obligation is used for
reserve purposes at par.

4. Net deposit balances with each reserve depository in this state,
exclusive of deposits not payable on demand unless evidenced by a
negotiable certificate of deposit maturing not more than six months from
the date the certificate is used for reserve purposes.

5. Net deposit balances with each out-of-state reserve depository,
exclusive of deposits not payable on demand unless evidenced by a
negotiable certificate of deposit maturing not more than six months from
AFTER the date the certificate is used for reserve purposes, in an amount
either approved by the superimtendent DEPUTY DIRECTOR in writing or not
more than the amount fully insured by the federal deposit 1insurance
corporation or the national credit union administration or any successor
agency.

Sec. 58. Section 6-321, Arizona Revised Statutes, 1is amended to

read:

6-321. Definitions

In this article, unless the context otherwise requires:

1. "Acquire"™ as applied to an in-state financial institution means
any of the following actions or transactions:

(a) The merger or consolidation of an in-state financial
institution with an out-of-state financial institution.
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(b) The acquisition by an out-of-state financial institution of the
direct or indirect ownership or control of voting shares of an in-state
financial institution 1if, after +the acquisition, +the out-of-state
financial institution will directly or indirectly own or control more than
ffteem—per——cemt TWENTY-FIVE PERCENT of the outstanding voting shares of
the acquired in-state financial institution.

(c) The direct or indirect acquisition of all or substantially all
of the assets of an in-state financial institution.

(d) The taking of any other action that would result in the direct
or indirect control of an in-state financial institution.

2. "Control" means direct or indirect ownership of or power to vote
ffteem—per——cenmt TWENTY-FIVE PERCENT or more of the outstanding voting
shares of an in-state financial institution or to control in any manner
the election of a majority of the directors of an in-state financial
institution.

3. "De novo entry" means a newly established bank or savings and
loan association which is not created through the acquisition of or merger
with an in-state financial institution and <control 1is through an
out-of-state financial institution.

4. "Filed with the superimtemdernt DIVISION" means when the complete
application including any amendments or supplements containing all the
information in the form required by the suoperimtendent DIVISION s
received by the superimterdert DIVISION.

5. "In-state financial institution” means a state or federal bank,
savings bank or savings and loan association with its home office in this
state, or holding company with its home office in this state.

6. "Out-of-state financial institution” means a state or federal
bank, savings bank or savings and Toan association with its home office in
a state other than this state, or holding company with its home office in
a state other than this state.

Sec. 59. Section 6-322, Arizona Revised Statutes, is amended to

read:

6-322. Interstate acquisitions; approval of deputy director;

exception

A. Except as otherwise expressly permitted ALLOWED by federal law,
an out-of-state financial institution shall not acquire an in-state
financial institution unless the superimtemdent DEPUTY DIRECTOR has
approved the acquisition. The superimtendert DEPUTY DIRECTOR shall not
approve an acquisition unless the superimtemdent DEPUTY DIRECTOR has
determined that deposits held in this state will be insured by the federal
deposit insurance corporation when business in this state is commenced.

B. For those out-of-state financial institutions required to obtain
approval from the superimtendent DEPUTY DIRECTOR as prescribed by
subsection A OF THIS SECTION, the acquiring financial institution shall
submit to the superimtermdermt DEPUTY DIRECTOR a written application for
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approval in the form the superimtemdermt DEPUTY DIRECTOR prescribes. The
acquiring financial institution shall accompany the application with such
information, data and records as the superimtemndent DEPUTY DIRECTOR may
require in order to make the determination. In an interstate transaction,
the superimterdernt DEPUTY DIRECTOR may accept an application that is in
the form and manner prescribed by the state or federal agency that is the
primary regulator of the applicant and that is supplemented as necessary
to allow the superimtendent DEPUTY DIRECTOR to determine whether to deny
or approve the application. The superimtendent DEPUTY DIRECTOR shall
adopt rules prescribing the form and the information, data or records that
the superimtemdent DEPUTY DIRECTOR requires. In evaluating applications
for acquisition pursuant to subsection F OF THIS SECTION, the
superimterndent DEPUTY DIRECTOR may give consideration to the potential
impact of the acquisition on the financial stability of the acquiring
institution.

C. A newly established in-state financial institution created for
the purpose of acquiring all or substantially all the assets of a former
in-state financial institution from an out-of-state financial institution
shall not constitute a de novo entry if the acquisition by the newly
established in-state financial institution is completed within ninety days
uf AFTER the date on which the out-of-state financial institution acquired
all or substantially all of the assets of the former in-state financial
institution.

D. In the case of an out-of-state financial institution that is not
required to obtain the approval of the superimtendent DEPUTY DIRECTOR, the
out-of-state financial institution shall give written notice of the
acquisition to the superimtendent DEPUTY DIRECTOR ten days before the
effective date of the acquisition, unless a shorter time is prescribed by
federal law.

E. from—amd——<after—#Augost—31t;—206%; An out-of-state financial
institution may acquire a branch of an in-state financial institution for
operation as a branch without acquiring the entire in-state financial
institution or its permit. A branch of an in-state financial institution
is not eligible to be acquired unless it has been in continuous operation
five or more years.

F. Notwithstanding subsection E OF THIS SECTION, an out-of-state
financial institution may acquire a branch of an in-state financial
institution without acquiring the entire 1institution if all of the
following apply:

1. The financial institution proposed to be acquired is in danger
of being placed in receivership.

2. The acquisition is necessary to protect the financial interests
of the in-state financial institution's depositors and creditors.

3. The terms of the acquisition are acceptable to the relevant
federal agency.

_40_



00O NOoOYOr B WMN

O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

S.B. 1463

4. The -souperimtemdent DEPUTY DIRECTOR approves the acquisition
pursuant to this section in writing.

Sec. 60. Section 6-325, Arizona Revised Statutes, is amended to
read:

6-325. Failure to act on application as approval

The superimtendent DEPUTY DIRECTOR shall rule on any application
submitted under section 6-322 not later than sixty days following the date
the application 1is filed with the superimtendent DIVISION. If the
superimtendent DEPUTY DIRECTOR fails to rule on the application within the
required sitxty day SIXTY-DAY period, the failure to rule shall be deemed a
final decision of the -superimtenmdent DEPUTY DIRECTOR approving the
application.

Sec. 61. Section 6-326, Arizona Revised Statutes, is amended to

read:

6-326. Denial of application; grounds

The superimtemdent DEPUTY DIRECTOR shall deny an application for
acquisition of an in-state financial institution if the superimtemdent
DEPUTY DIRECTOR finds any of the following:

1. The financial condition of the acquiring out-of-state financial
institution is such that it may jeopardize the financial stability of the
in-state financial institution or prejudice the interests of the
depositors, beneficiaries, creditors or shareholders of the in-state
financial institution.

2. Any plan or proposal to Tiquidate the in-state financial
institution, to merge or consolidate the in-state financial institution or
to make any other major change in the business, corporate structure or
management of the in-state financial institution is not fair and
reasonable to the depositors, beneficiaries, creditors or shareholders of
the in-state financial institution.

3. The applicant has exhibited, or has acquired a reputation for,
such A lack of honesty or integrity to indicate that it would not be in
the interest of the depositors, beneficiaries, creditors or shareholders
of the in-state financial institution or in the interest of the public to
permit ALLOW such AN applicant to control the in-state financial
institution.

4. The applicant neglects, fails or refuses to furnish to the
superimtendent DEPUTY  DIRECTOR any information requested by the
superimtemndent DEPUTY DIRECTOR.

5. The applicant fails to obtain any required approval from a
federal or state agency with authority over any of the financial
institutions that are participating in the transaction.

6. The acquisition is contrary to Taw.
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Sec. 62. Section 6-327, Arizona Revised Statutes, 1is amended to
read:

6-327. Applicable Tlaws and rules; cooperative agreements;

contracting exemption

A. Any bank, savings and Toan association, out-of-state financial
institution or holding company doing business as such in this state is
subject to the applicable laws of this state and all the rules adopted
pursuant to such Tlaws, 1including examination and supervision by the
superimtendent DEPUTY DIRECTOR.

B. In the case of an acquisition to create a branch in this state,
the acquisition is prohibited unless the home state of the out-of-state
financial institution permits ALLOWS reciprocal acquisitions for the same
purposes.

C. An out-of-state financial institution that acquires an in-state
financial institution or an out-of-state financial institution that is the
result of a merger with an in-state financial institution may do either of
the following subject to applicable state and federal laws:

1. Continue to operate the in-state financial institution.

2. Convert any existing principal banking office or any or all
branches in this state 1into a branch of the out-of-state financial
institution.

D. An in-state branch of an out-of-state financial dinstitution
shall comply with the laws of the institution's home state, or shall
comply with federal Taw in the case of a federally chartered institution.
The Taws of the institution's home state apply, except as follows:

1. The laws of this state apply if necessary to preserve the safety
and sound operation of a branch in this state or to otherwise protect the
citizens of this state.

2. Any laws of this state regarding community reinvestment,
consumer protection, fair lending and intrastate branching apply to a
branch in this state of an out-of-state financial institution to the same
extent that those Taws apply to an in-state financial institution.

3. An out-of-state financial institution that 1is authorized to
operate a branch in this state may engage in activity only to the extent
permissibte THE ACTIVITY IS ALLOWED for an in-state financial institution.

E. Subsection D OF THIS SECTION does not 1imit the jurisdiction or
authority of the superimtemdemnt DEPUTY DIRECTOR to examine, supervise and
regulate an out-of-state financial institution that 1is operating or
seeking to operate a branch in this state or to take any action or issue
any order with respect to that branch.

F. An out-of-state bank that operates a branch in this state shall
do both of the following:

1. Obtain a grant of authority to transact business in this state
and comply with all other applicable filing requirements prescribed by
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title 10 to the same extent as any other entity transacting business in
this state.

2. Provide written notice to the superimtemdert DEPUTY DIRECTOR of
the out-of-state bank's grant of authority to transact business in this
state.

G. The superimtendent DEPUTY DIRECTOR may adopt rules, including
the dimposition of reasonable application and examination fees, to
implement and administer this article.

H. The superimtendent DEPUTY DIRECTOR may do any of the following:

1. Examine, supervise and regulate a branch operated in this state
by an out-of-state bank and take any action or issue any order with
respect to that branch.

2. Examine, supervise and regulate a branch operated in another
state by a bank and take any action or issue any order with respect to
that branch.

3. Coordinate these activities with any other state or federal
agency that shares jurisdiction over that financial institution.

4. Coordinate the examination, supervision and regulation of any
in-state financial institution with the examination, supervision and
regulation of a branch or affiliated financial institution that is
operating in another state by doing any of the following:

(a) Contracting with an agency that shares jurisdiction over the
financial 1institution to retain its examiners at a reasonable rate of
compensation.

(b) Offering the services of the department's examiners at a
reasonable rate of compensation to an agency that shares jurisdiction over
the financial institution.

(c) Collecting fees on behalf of or receiving payment of fees
through an agency that has jurisdiction over the financial institution.

5. Enter into cooperative agreements with federal and state
regulatory authorities for the examination and supervision of any acquired
or de novo entry bank, savings and loan association or holding company and
may accept reports of examination and other records from those authorities
instead of conducting an examination.

I. The department is exempt from title 41, chapter 23 1in
contracting for examiners pursuant to subsection H, paragraph 4,
subdivision (a) OF THIS SECTION.

Sec. 63. Section 6-328, Arizona Revised Statutes, is amended to

read:

6-328. Deposit concentration Timits

A. Neither an out-of-state financial institution nor an in-state
financial institution shall acquire another out-of-state financial
institution or in-state financial institution if either of the following
conditions exist:
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1. The resulting out-of-state financial institution, in-state
financial institution or affiliation would control thirty per—cemt PERCENT
or more of the bank deposits held in this state.

2. One of the out-of-state financial institutions or in-state
financial institutions in the acquisition already controls thirty per—cemt
PERCENT or more of the bank deposits held in this state.

B. Subsection A OF THIS SECTION does not apply to any interstate
acquisition involving only already affiliated entities.

C. The superimtendent DEPUTY DIRECTOR, by order and on findings of
fact and conclusions of law, may waive the deposit concentration 1limit
prescribed by subsection A OF THIS SECTION. In determining whether to
waive the deposit concentration Timit, the superimtemdernt DEPUTY DIRECTOR
shall not discriminate against out-of-state financial institutions and
shall not grant a waiver unless the superimtemdernt DEPUTY DIRECTOR finds
that the waiver will promote any of the following:

1. The availability of financial services.

2. The marketability of in-state financial institutions.

3. Another public interest.

Sec. 64. Section 6-329, Arizona Revised Statutes, is amended to

read:

6-329. Deposit production offices

A. Except as prescribed by subsection B of this section, a person
shall not establish or operate a deposit production office or similar
office in this state for the purpose of soliciting deposits or similar
evidence of indebtedness or participation interests in indebtedness.

B. This section does not apply to activities conducted at the main
office or a branch of an affiliated financial institution that is acting
as an agent as prescribed by section 6-184.

C. In determining whether an activity is prohibited by this
section, the superimtendent DEPUTY DIRECTOR shall consider the factors
specified in the Riegle-Neal interstate banking and branching efficiency
act of 1994, section 109 (c)(2) (P.L. 103-328; 108 Stat. 2338; 12 United
States Code section 1835a(c)(2)).

Sec. 65. Section 6-331, Arizona Revised Statutes, 1is amended to

read:

6-331. Enforcement

A. If the superimtemdent DEPUTY DIRECTOR determines that a branch
that is maintained in this state by an out-of-state bank is being operated
in violation of any law of this state or any rule adopted by this state or
that the branch 1is being operated in an unsafe or unsound manner, the
superimterndent DEPUTY DIRECTOR has authority to take all enforcement
actions against that branch as if the branch were regulated pursuant to
section 6-201.

B. The superimtemdert DEPUTY DIRECTOR shall promptly notify the
regulatory agency of the out-of-state bank's home state of each
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enforcement action taken against the out-of-state bank and to the extent
practicable shall consult and cooperate with the regulatory agencies of
the out-of-state bank in pursuing and resolving any enforcement actions.

Sec. 66. Section 6-352, Arizona Revised Statutes, 1is amended to
read:

6-352. Limitations of obligations to a bank; exceptions;

definitions

A. A bank may lend to a single borrower an amount equal to not more
than twenty per——cent PERCENT of its capital, plus an amount equal to an
additional ten per——cemnmt PERCENT of its capital if the additional amounts
are fully secured by readily marketable collateral that has a market
value, as determined by reliable and continuously available price
quotations, at Teast equal to the amount of the loan. The calculation of
the total amount of all Toans to a person pursuant to this subsection must
include any credit exposure to a person arising from a derivative
transaction, repurchase agreement, reverse repurchase agreement,
securities Tending transaction or securities borrowing transaction between
the bank and the person.

B. A bank shall notify the department the first time it makes a
loan in an amount in excess of fifteen per——Temt PERCENT of its capital.
The notification to the department shall be made in writing and submitted
to the department within a reasonable period of time.

C. Each bank shall institute adequate procedures to ensure
compliance with subsection A of this section.

D. The limitations of subsection A of this section do not apply to:

1. Obligations incurred by the assignment, endorsement or guarantee
of the obligation of a third person, including an agreement to purchase
the third person's obligation or the collateral therefor, if the bank has
evaluated the financial condition and responsibility of the third person
and as a result of such evaluation accepts the obligation 1in reliance
primarily on the third person for payment. In such case the obligations
of the third person to the bank shall be the sole applicable Timitation.

2. O0bligations, whether general obligations or payable from
revenues or special assessment, of the United States or any agency or
instrumentality tiereof OF THE UNITED STATES, a federal reserve bank, a
state of the United States or a subdivision, instrumentality or public
authority organized under the laws of such state.

3. Obligations to the extent they are secured by the guarantee,
insurance or other Tike commitment of the United States, an agency or
instrumentality of the United States, a federal reserve bank, a state of
the United States or a subdivision, instrumentality or public authority
organized under the Taws of such state, whether the commitment provides
for payment in cash or in obligations described in paragraph 2 of this
subsection.
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4. O0Obligations to the extent they are secured by any obligation
described in paragraphs 2 and 3 of this subsection at the value thereof,
not exceeding face value, at the time the obligation to the bank 1is
created.

5. O0bligations to the extent they are secured by deposits in the
bank.

6. Obligations that are outstanding in the regular process of bank
collection or clearing transactions.

7. O0bligations of a qualified reserve depository of the bank,
unless the superimtendent DEPUTY DIRECTOR has by specific order excluded
or Timited the obligations of such depository from the exemption of this
paragraph.

8. Any obligation created in the sale by the bank of any of its
property where the bank retains title, lien or security interest in the
property sold to secure the obligation.

9. Any obligation under the Tlease by the bank of any personal
property acquired by the bank 1in collecting an obligation to it or the
lease of any of its real property or banking equipment.

10. That portion of the obligations of a person to the bank that
exceeds the aggregate funds paid and the value of property delivered by
the bank in creating the obligation.

11. Any obligation exempt by rule of the superimtemndent DEPUTY
DIRECTOR or arising from the sale of any assets of the bank in a
transaction that has been approved by the superimtemdert DEPUTY DIRECTOR.

E. If the bank participates in an obligation with another obligee,
the limitations of this section shall be applicable only to the extent of
the bank's participation.

F. If the value of collateral for a loan that is required to be
fully secured under subsection A of this section falls below one hundred
per—cent PERCENT of the outstanding loan, the loan must be brought into
conformance within five business days, except if Jjudicial proceedings,
regulatory actions or other extraordinary occurrences prevent the bank
from taking action.

G. A renewal of a Toan or a modification and extension of original
repayment terms are not deemed to be a new loan or an extension of credit
except in instances in which interest on the renewed loan or extension of
credit is capitalized or additional money 1is advanced.

H. Financial instruments may be denominated in foreign currencies
that are freely convertible to United States dollars. If denominated and
payable in a currency other than that of the loan or extension of credit
that it secures, the bank's procedures adopted pursuant to subsection C of
this section shall require that the collateral be revalued at least
monthly wusing appropriate foreign exchange rates 1in addition to being
valued at current market value.

I. For the purposes of this section:
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1. "Derivative transaction™ includes a transaction that 1is a
contract, agreement, swap, warrant, note or option that is based on, in
whole or 1in part, the value of, any interest in or any quantitative
measure or the occurrence of any event relating to one or more
commodities, securities, currencies, interest or other rates, indices or
other assets.

2. "Financial dinstruments”" includes stocks, bonds and debentures
traded on a national securities exchange, over-the-counter margin stocks
as defined in regulation U of the federal reserve board, commercial paper,
notes, negotiable certificates of deposit, banker's acceptance and shares
in money market and mutual funds of the type in which banks may perfect a
security interest.

3. "Readily marketable collateral™ means financial instruments or
bullion that are saleable under ordinary circumstances with reasonable
promptness at a fair market value determined by quotations based on actual
transactions of an auction or a similarly available daily bid and asked
price market.

Sec. 67. Section 6-353, Arizona Revised Statutes, is amended to
read:

6-353. Obligations of directors, officers and employees;

reports

A. No bank shall make any 1loan to any of its own directors,
officers or employees wiritctr THAT shall cause the outstanding Toans of the
bank to such person to exceed one per—cTemt PERCENT of the capital account
of the bank unless the Tloan 1is expressly authorized by the board of
directors with any interested director taking no part in such vote. Any
loan in violation of this subsection shall be payable on demand to the
extent required to bring the Toan into compliance with this subsection.

B. Each bank shall include with but not as a part of each report of
condition to the -superimtemdent DEPUTY DIRECTOR a report of the
obligations to the bank of each director and officer outstanding at the
date of the report of condition, if the aggregate obligations of such
person, exclusive of obligations outstanding in the regular process of
bank collection transactions, exceeds the Tesser of fifty thousand—dottars
$50,000 or one per——ctent PERCENT of the capital account of the bank.

Sec. 68. Section 6-384, Arizona Revised Statutes, is amended to

read:

6-384. Deposit of fiduciary funds

Cash held by a bank as fiduciary may be deposited to the credit of
the bank as such fiduciary on time or demand account with itself or with
any other bank the deposits of which are insured by the federal deposit
insurance corporation. Unless otherwise provided by the writing creating
the trust, if such funds are deposited with itself the bank shall secure
such deposits with securities described in section 6-352, subsection A D,

paragraph 2, or other security approved by the superimtendent DEPUTY
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DIRECTOR for the purpose, in the amount of the deposit, subject to
subsectiom tof section 6-245, SUBSECTION C.

Sec. 69. Section 6-385, Arizona Revised Statutes, is amended to
read:

6-385. Substitution of corporate fiduciary

Any fiduciary capacity of a trust company, a bank or a savings and
loan association as trustee, executor, administrator, guardian,
conservator, registrar of stocks and bonds, assignee, receiver or any
other fiduciary capacity may be transferred to and assumed by a bank
authorized under its banking permit to conduct trust business in this
state or a savings and Tloan association authorized to conduct trust
business in this state, without any order or other action on the part of
any court or interested person, with the approval of the superimtemdernt
DEPUTY DIRECTOR to the extent the substitution is specified in the order
of approval. The superimtendernt™s DEPUTY DIRECTOR'S order of approval
shall be conclusive evidence of the authority of the assuming bank or
savings and loan association to hold and enjoy all rights of property,
franchises and interests, including appointments, designations and
nominations, and all other rights and interests 1in each such fiduciary
capacity in the same manner and to the same extent as such rights,
franchises and interests were held or enjoyed by the bank, savings and
loan association or trust company for which the assuming bank or savings
and Toan association has been substituted. The substitution of fiduciary
provided 1in this section 1is +to assure a continuity of fiduciary
administration and 1is supplemental +to other rights and powers of
substitution which require no approval by the superimtendenmt DEPUTY
DIRECTOR. Substitution by order of the superimtendent DEPUTY DIRECTOR
shall not affect the authority of the court having jurisdiction over the
trust to determine the right of any other person to succeed to the
fiduciary capacity of the assuming bank or savings and loan association.

Sec. 70. Section 6-395, Arizona Revised Statutes, is amended to

read:

6-395. Possession by deputy director and receivership

If the status of a bank as an insured bank is terminated by the
federal deposit insurance corporation or the superimtendent DEPUTY
DIRECTOR finds that a bank is in such an unsafe or unsound condition that
it is or will become unable to meet the anticipated demands of its
depositors and that the condition cannot be corrected by the procedures of
chapter 1, article 5 of this title or section 6-137, the superimtemndent
DEPUTY DIRECTOR may immediately take possession and control of the bank
and in such event shall, through the attorney general, apply to the
superior court for the appointment of a receiver for the bank. The court
may act wpom ON the application forthwith and without notice to any
person. If at any time the court finds that no ground for receivership
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exists, the receivership shall be dissolved and the superimtemdtents
DEPUTY DIRECTOR'S possession terminated.

Sec. 71. Section 6-395.01, Arizona Revised Statutes, is amended to
read:

6-395.01. Powers of deputy director in possession

When the superimtendent DEPUTY DIRECTOR has taken possession of a
bank and until the appointment and qualification of the receiver, or the
adjudication that no ground for the receivership exists, the

superimtendent DEPUTY DIRECTOR shall be vested with the full and exclusive
power of management and control. The superimtendent DEPUTY DIRECTOR shall
immediately close the bank for the acceptance and withdrawal of deposits,
but shall otherwise have the power to continue or to discontinue the
business, to stop or to Timit the payment of its obligations, to employ
any necessary assistants, to execute any instrument in the name of the
bank, to commence, defend and conduct in its name any action or proceeding
in which the bank may be a party.

Sec. 72. Section 6-395.02, Arizona Revised Statutes, is amended to

read:

6-395.02. Federal deposit insurance corporation as receiver

If the court grants the application for receivership of a bank it
shall first tender the appointment as receiver to the federal deposit
insurance corporation, which 1is authorized to qualify and act without
bond. If the corporation accepts the appointment it shall have all of the
powers, privileges and duties as such receiver provided by the laws of
this state except insofar as such powers, privileges and duties are in
conflict with the provisions of the federal deposit insurance act as
amended, which act shall control. If the corporation does not accept the
appointment, the -superimtendent DEPUTY DIRECTOR shall be appointed
receiver.

Sec. 73. Section 6-395.03, Arizona Revised Statutes, is amended to

read:

6-395.03. Federal deposit insurance corporation power pending

judicial proceedings

The federal deposit insurance corporation may pay out and acquire
the insured deposit Tiabilities of a bank notwithstanding the possession
by the superimtemdert DEPUTY DIRECTOR or the pendency of receivership
proceedings and for such purposes shall have the use of the facilities and
records of the bank. The federal deposit insurance corporation and its
directors, officers, agents and employees, the superimtemdert DEPUTY
DIRECTOR and the receiver and the respective agents and employees of each,
shall be free from Tiability to the bank, its directors, stockholders and
creditors, for or on account of any action authorized by this section.

_49_



0O NOoOYOrL B WN

A BRA AR PAPPOOWOWWWWWWWWRNDNDNPDNPPMNPDPNDMNDNDNNNNR R RRRRRRFRR P&
OO WO PR OOWONOOOPA,WNREFRFOOWONIOOTODN,NWNREROWOWOONODOODNWNR O W

S.B. 1463

Sec. 74. Section 6-395.11, Arizona Revised Statutes, is amended to
read:

6-395.11. Priority of claims; interest

A. Claims allowed in a proceeding under this article shall be paid
in the following order:

1. Costs and expenses of the administration of the receivership and
liquidation.

2. Taxes due to this state.

3. Claims with priority under the laws of this state and under
federal law.

4., Claims of creditors that are fully secured including contract
claims for interest to the date of payment.

5. Claims of depositors.

6. Claims of general creditors.

7. Claims on obligations that are subordinated to the claims of
general creditors.

B. Claims that are approved shall bear interest calculated as
provided by Taw or by judgment from the date that the court grants the

superimtendernt s DEPUTY DIRECTOR'S application for the appointment of a
receiver for that bank to the extent that monies are available to pay that
interest. If monies are not available to pay interest, the interest shall
be prorated. Interest owed shall receive the same priority as the claim
on which it accrues, but interest on a claim shall not be paid until all
claims within that same class have received payment of the full principal
amount of the claim.

C. Any monies remaining after the payment of claims as provided in
this section shall be returned to the stockholders of the bank as
prescribed by this article.

Sec. 75. Section 6-395.13, Arizona Revised Statutes, is amended to
read:

6-395.13. Voluntary liquidation and dissolution

A bank may voluntarily dissolve and wind up its affairs as any other
corporation under the provisions of title 10, but mo A plan of liquidation
or dissolution shall NOT be submitted to the stockholders until the

superimtendent—upon DEPUTY DIRECTOR ON application by the bank finds that
the bank has assets of such A form and amount as to permit ALLOW the
satisfaction in full of the claims of all depositors in accordance with
their rights and that the plan contains proper provision for soucht THE
satisfaction.

Sec. 76. Section 6-395.14, Arizona Revised Statutes, is amended to
read:

6-395.14. Voidable transactions

A transaction that occurs within six months ©f AFTER the date on
which the superimtemdernt DEPUTY DIRECTOR takes possession of a bank is
voidable by the receiver if the transaction has the effect of enabling a
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creditor, affiliate, officer, director, stockholder or employee, or a
relative of any of those persons, to obtain a preference over any other
creditor of the bank.

Sec. 77. Section 6-401, Arizona Revised Statutes, 1is amended to
read:

6-401. Definitions

In this chapter, unless the context otherwise requires:

1. "Account™ means withdrawable capital deposited with or invested
in an association in accordance with any plan authorized by the—provisions
of this chapter unless such term is otherwise designated or qualified.

2. "Aggregate withdrawal value" means the sum of all payments made
on all accounts of the association, all dividends and bonuses credited or
allocated to such accounts and all dividends credited to "divided profits"
for subsequent crediting to accounts wpom ON maturity, less all
withdrawals, retirements and other proper deductions from accounts and all
unpaid charges on the accounts.

3. "Association" means every association to which this chapter
applies as defined in the section concerning scope of chapter.

4. "Community" means a city, incorporated town, unincorporated
town, community or village.

5. "Continuing association” means the association whichr THAT
continues to exist after a merger of associations has been effected.

6. "Federal association™ means a savings and loan association or

savings association operating under the Taws and regulations of the United
States.

7. "Impaired"™ or "impairment", with respect to capital, means a
condition in which the value of the association's assets is less than the
aggregate amount of the association's Tiabilities to creditors, the
aggregate value of 1its accounts and the aggregate par value of its
guaranty capital.

8. "Improved real estate" means real estate which is, or which from
the proceeds of the loan will become, a home, combination of home and
business property or other improved real estate.

9. "Insurance corporation"” means the federal deposit 1insurance
corporation or such other instrumentality of, or corporation chartered by,
the United States as may be established for the purpose of insuring the
accounts of savings and loan associations or any other equivalent deposit
insurer approved by the superimterndernt DEPUTY DIRECTOR.

10. "Insured association™ means an association, the accounts of
which are insured wholly or in part by an insurance corporation.

11. "Investment™ means to put funds to use in order to secure
profits.
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12. "Mail" or "mailed"” means, with respect to a writing or notice,
deposit in a United States post-office mailing facility in this state with
postage prepaid and correctly addressed to the proper person at frs THE
PERSON'S address stated on the association's records or otherwise agreed
gpom ON or if no address has been so established then to the last known
address.

13. "Merger" includes consolidation.

14. "Merging association™ means an association which THAT plans or
effects a merger with one or more other associations in accordance with
the provisions of this chapter concerning merger.

15. "Other improved real estate” means real estate other than a home
or combination home and business property wiricht THAT, because of its state
of improvement, or improvement from the proceeds of the loan, will produce
sufficient 1income to maintain the property and retire the Toan 1in
accordance with the terms of the loan.

16. "Participating interests" means the purchase or acquisition of
an interest in an existing permanent mortgage loan.

17. "Prior act" means any statute of this state which THAT, before
June 25, 1960, has governed the formation or operation of associations of
the type described in the section of this chapter concerning scope of the
chapter.

18. "Profits" means, as determined by the application of proper
accounting principles, gross income less the aggregate of operating and
other expenses, Jlosses actually sustained and not charged to reserves
under the—provisions—of this chapter and interest paid or accrued on
borrowings and non-recurring charges.

19. "Publication", "publish™ or "published” means printed in the
English Tlanguage in a newspaper of general circulation published in the
community in which the association's business office is located or if no
such newspaper exists in said community then in the county in which such
business office is located. Unless otherwise specified in this chapter
publication shall be made once each week for two successive weeks.

20. "Total assets" means the total value of all T1loan contracts
without deduction for the withdrawal value of any accounts of the
association held as collateral for Toans and the total value of all other
assets of the association as determined by the application of proper
accounting principles.

21. "Withdrawal value" of an account means the sum of all payments
made by the holder on the account and all dividends and bonuses credited
or allocated to such account less all withdrawals, retirements and other
proper deductions from the account and all unpaid charges on the account.
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Sec. 78. Section 6-405, Arizona Revised Statutes, is amended to
read:

6-405. Power to borrow

A. No insured institution shall borrow an aggregate amount
exceeding ume—tratf ONE-HALF the amount paid in and credited on accounts,
except that with prior approval of the superimtendent DEPUTY DIRECTOR, any
such association may borrow without limitation uwpom ON such terms and
conditions as may be required by the lender. No action of an insured
institution in obtaining funds through borrowing, in accordance with the

provisions—of this section, shall be deemed a violation hereof if its
aggregate borrowings exceed the limitation of this section because of a
subsequent reduction in the amounts paid in and credited on accounts.

B. A debt incurred by the association in violation of this section
is not invalid or illegal as to the rights of the lender.

Sec. 79. Section 6-405.01, Arizona Revised Statutes, is amended to
read:

6-405.01. Capital notes and debentures

A. With prior approval of the superimtemdernt DEPUTY DIRECTOR, an
association may issue and sell its capital notes or debentures.

B. Capital notes and debentures 1legally issued by an association
may be converted into shares of guaranty capital in accordance with such
provision therefor as may be made in such capital notes and debentures
with prior approval of the superimtendent DEPUTY DIRECTOR.

C. Capital notes and debentures shall be an unsecured indebtedness
of the association and shall be subordinate to the claims of depositors,
account holders and all other creditors of the association, regardless of
whether the claims of depositors, account holders or other creditors arose
before or after the issuance of such debentures or capital notes. In the
event of liquidation, all depositors, account holders and other creditors
of the association shall be entitled to be paid in full before any payment
shall be made on account of principal or interest on such capital notes or
debentures. No payment shall at any time be made on account of the
principal thereof if the payment 1is prohibited by regulation of the
insurance corporation.

D. Subject to a requirement in the articles of incorporation of the
association, or an amendment thereto, and if authorized by the

superimterndent DEPUTY DIRECTOR, convertible capital notes and debentures
may be issued without offer thereof to existing stockholders.

E. The amounts of outstanding capital notes and debentures Tegally
issued by any association shall be treated as if guaranty capital.

Sec. 80. Section 6-407, Arizona Revised Statutes, 1is amended to
read:

6-407. Applicants and initial capital

A. Any five or more adult individuals, residents of this state, may
apply for a permit to organize an association under this article. The
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minimum initial capital which an association must have shall be determined
by the superimtermdernt DEPUTY DIRECTOR, but in no event shall it be less
than the amount determined by the following table, based wupom ON the
population of the community in which the association's business office is
to be located:

Population Minimum

More than Not more than capital
00 10,000 $ 50,000.00
10,000 50,000 100,000.00
50,000  ------ 200,000.00

B. If the association's business office is to be located in an
unincorporated area more than five miles from the limits of any community,
then the required minimum capital shall be that for a community of ten
thousand population or less; otherwise, the required capital shall be that
of the community to which it is adjacent, or if near several communities,
that of the community with the highest population classification in the
above schedule. Minimum capital to be paid in may consist of withdrawable
capital and guaranty capital as provided in this chapter. If the capital
of the association to be organized includes guaranty capital, the amount
of minimum initial guaranty capital shall not be less than fifty—thousamd
tdottars $50,000, and not Tess than ome—tumdred—thousamd—dottars $100,000
if the association is to be 1located in a county with more than
seventy-five thousand population.

Sec. 81. Section 6-408, Arizona Revised Statutes, 1is amended to
read:

6-408. Application for permit to organize

The application for a permit to organize an association shall be
addressed to the superimtenmdenmt DEPUTY DIRECTOR in such form as te THE
DEPUTY DIRECTOR shall provide, 5—statt be in duplicate, BE personally
signed by each applicant and BE verified under oath by each applicant.
The applicants shall submit with their application statements, exhibits,
maps5— and other data, which data shall be sufficiently detailed and
comprehensive to enable the superimtemdent DEPUTY DIRECTOR to pass upom ON
the application.

Sec. 82. Section 6-409, Arizona Revised Statutes, 1is amended to

read:

6-409. Findings and hearings

If the souperimtendernt DEPUTY DIRECTOR does not deny the application
on the basis of the data submitted by the applicants and any other
information in fris THE DEPUTY DIRECTOR'S possession, the applicants shall
publish a notice of intention to organize 1in such form as the
superimtemdenrt DEPUTY DIRECTOR shall prescribe. The superimtemndert DEPUTY
DIRECTOR may hear evidence to determine ftr THE DEPUTY DIRECTOR'S findings
at any time prior to the issuance of a permit to organize.
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Sec. 83. Section 6-410, Arizona Revised Statutes, is amended to
read:

6-410. Deputy director's approval and issuance of permit to

organize

The soperimtemdert DEPUTY DIRECTOR shall not approve the application
and issue a permit to organize unless fe—statt—fimd THE DEPUTY DIRECTOR
FINDS:

1. A need exists for an association, and that the public
convenience and advantage will be promoted by the proposed association, 1in
the community or area of operation stated in the application.

2. The proposed capital meets the requirements of this chapter.

3. The general character of the proposed management is such as to
assure reasonable probability of the success of the association.

4. The name of the proposed association is not the same as, or
deceptively similar to, the name of any other association or bank in the
community or area of operation.

5. Such association can be established without undue injury to
properly conducted existing associations.

Sec. 84. Section 6-411, Arizona Revised Statutes, 1is amended to

read:

6-411. Subscription to capital and temporary organization

gpomr ON receipt of the permit to organize an association, the
applicants shall constitute the organization committee and shall perfect a
temporary organization by electing a chairman, vice chairman, and a
secretary, who shall act as the temporary officers of such association
until their successors are duly elected and qualified. Such temporary
officers thtereupomnm shall proceed to:

1. Secure subscriptions for the required amount of capital in form
and manner approved by the souperimtemdert DEPUTY DIRECTOR.

2. Call a meeting of subscribers, who shall adopt articles of
incorporation and elect directors to serve until the first annual meeting
of the association and until their successors are elected and qualified.

3. The directors so elected shall proceed to:

(a) Organize as a board and qualify as directors.

(b) Adopt by-laws.

(c) Elect officers pursuant to the by-laws.

(d) Collect subscriptions to the required capital, but only after
the persons designated to collect such subscriptions have been bonded as
provided in section 6-420.

(e) Take such other action as may be necessary to complete the
organization.

(f) Report the completion of the organization to the superimtendemnt
DEPUTY DIRECTOR. Unless such report is made to the superimtemdernt DEPUTY
DIRECTOR within six months after the date of the permit to organize, the
permit shall be deemed revoked and any subscriptions collected shall be
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refunded unless the superimtemdert DEPUTY DIRECTOR, wupom ON good cause
shown, shall extend the time for filing such report for a fixed period
which shall not exceed three months.

Sec. 85. Section 6-412, Arizona Revised Statutes, is amended to
read:

6-412. Completion of organization

A. f#hem IF the board of directors has organized as provided in this
chapter and the report of such organization has been filed with the
superimtendent DEPUTY DIRECTOR, +fe THE DEPUTY DIRECTOR shall make a
thorough examination into the affairs of the proposed association, and if
fre. THE DEPUTY DIRECTOR approves the articles of incorporation and is
satisfied that all the requirements of this chapter have been complied
with, and that no intervening circumstance has occurred to change the
superimtendent™s DEPUTY DIRECTOR'S findings made pursuant to this chapter,
uporm ON payment into the superimtendert's DEPUTY DIRECTOR'S office of the
fees for such examination, t= THE DEPUTY DIRECTOR shall issue a
certificate authorizing the filing of the articles of incorporation with
the corporation commission and the taking of the other steps required by
title 10, to complete the formation of a corporation. gpom ON the
appointment of a statutory agent and the issuance of a certificate of
incorporation by the corporation commission and the payment into escrow
with a responsible corporate escrow agent approved by the superimtemndernt
DEPUTY DIRECTOR of the amount of the initial capital required by this
chapter, the superimtemderrt DEPUTY DIRECTOR shall issue a permit
conditioned upom ON the association securing within twelve months from
AFTER the date of such THE permit insurance of its insurable accounts by
an insurance corporation and the rules and regulations of such THE
corporation.

B. Unless such idnsurance is secured within sochh THE period the
permit shall be deemed revoked unless the superimtendent DEPUTY DIRECTOR,
uponm ON good cause shown, shall extend the time for securing such
insurance for a single fixed period which THAT shall not exceed six
months. The association shall not operate as a savings and loan
association under the laws of this state or transact any other business
than that necessary to secure such insurance until it has secured such
insurance. If such insurance is not secured within the time provided by
this chapter or as extended by the superimtemdert DEPUTY DIRECTOR, all
amounts collected as subscriptions to the required capital shall be
returned to the subscribers without reduction.

Sec. 86. Section 6-413, Arizona Revised Statutes, 1is amended to

read:
6-413. Contents of articles of incorporation
A. The articles of incorporation shall set forth:
1.
2.

The name of the association.
The location of the principal place of business.
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3. The general nature of the business to be transacted.

4. The authorization, if any, to issue withdrawable shares, the
aggregate amount of which may be unlimited.

5. The authorization, if any, to issue guaranty shares, the
aggregate number thereof, and the par value per share, if any.

6. The date of the annual meeting of the members, which shall not
be more than one hundred fifty days after the close of the association's
fiscal year.

7. The quorum required for action of members if a quorum other than
specified in this chapter is desired.

8. The names, residences and post-office addresses of the
incorporators, who shall be the individuals who made and filed with the

superimtendent DEPUTY DIRECTOR the application for a permit to organize.

9. The time of commencement and termination of the association,
which shall be governed by the general corporation laws of the state, with
the right of renewal of existence.

10. By what officers the affairs of the association are to be
conducted and the time of their election. The number of directors shall
not be less than five nor more than twenty-five.

11. The highest amount of 1indebtedness or 1iability, direct or
contingent, to which the association may at any time subject itself which
shall not exceed one-half of the accounts and paid-in guaranty stock
without prior approval of the superimtemndert DEPUTY DIRECTOR.

12. That the private property of the shareholders is exempt from the
debts and obligations of the association.

13. Any other provision not inconsistent with 1law, which the
subscribers may desire for the internal regulation of the affairs of the
association.

14. The articles need not set forth any of the powers wiritcht THAT
this chapter confers.

B. The articles of incorporation may:

1. Provide that the guaranty shares be divided into different kinds
or classes.

2. Define the designations, preferences, rights and limitations of
each kind or class.

3. Define the voting rights of the different types of members.

4. Restrict the power to vote to holders of guaranty shares or to
one or more kinds or classes of guaranty shares.

Sec. 87. Section 6-417, Arizona Revised Statutes, 1is amended to
read:

6-417. Directors

The business affairs of the association shall be exercised by its
board of directors, which shall be elected, and shall exercise its powers,
as follows:
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1. The board of directors shall consist of the number of directors
fixed by the articles of incorporation but shall be not less than five nor
more than twenty-five. 73— A1l directors shall be bona fide members of the
association, and at all times at least two-thirds of the directors shall
be residents of this state.

2. Directors shall be elected as provided in the bty—taws BYLAWS of
the association and shall serve until their successors are elected and
qualified. 1In all elections of directors cumulative voting shall be
permitted ALLOWED as provided in the Constitution of Arizona.

3. In the event of a vacancy on the board of directors from any
cause, the remaining directors shall have full power and authority to
continue the management of the association, and to fill any such vacancy.

4. The board of directors shall hold regular meetings as provided
in the by—taws BYLAWS. Special meetings may be held as provided in the
by=—taws BYLAWS, and also wupom ON call by the suoperimtendemt DEPUTY
DIRECTOR after not 1less than twelve hours’' notice by personal or mail
service to each director.

5. A majority of the board of directors shall constitute a quorum
for the transaction of business unless a greater number is required in the
by—taws BYLAWS. The act of the majority of the directors present at a
meeting at which a quorum is present shall be the act of the board of
directors, unless the act of a greater number is required by law, the
articles of incorporation, or the by—taws BYLAWS.

6. The board of directors shall have all powers wirich THAT are
necessary and proper to enable the association to accomplish its purpose.

7. The board of directors may adopt or amend ty—taws BYLAWS, but no
by—taws BYLAWS shall NOT be effective until +t—tas THEY HAVE been
submitted to and approved by the superimtendent DEPUTY DIRECTOR as being
in conformity with this chapter. Each adopted amendment shall be subject
to the same inquiry by the superimtendent DEPUTY DIRECTOR as the
corresponding provision in the original by—taws BYLAWS of the
association. The superimtendent DEPUTY DIRECTOR may require approval by a
majority vote of the members for an amendment changing the location of the
business office of the association.

Sec. 88. Section 6-420, Arizona Revised Statutes, is amended to

read:

6-420. Bonds of officers and employees

A. Every person appointed or elected to any position requiring the
receipt, payment, management or use of money belonging to an association,
or whose duties permit—tim ALLOW THE PERSON to have access to or custody
of any of its THE ASSOCIATION'S money or securities or whose duties permit
frim ALLOW THE PERSON regularly to make entries in the books or other
records of the association, before assuming fris THE PERSON'S duties, shall
become bonded in some fidelity insurance company licensed to do business
in this state and approved by the superimtemdermt DEPUTY DIRECTOR. Each
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such bond shall be on a form or forms as the superimterndent DEPUTY
DIRECTOR shall require and in such amount as the board of directors shall
fix and approve.

B. Nothing contained herein shall preclude the superimtendent
DEPUTY DIRECTOR from proceeding against an association as provided in this
chapter should tre THE DEPUTY DIRECTOR believe that +t THE ASSOCIATION is
being conducted in an unsafe manner in that the form or amount of bonds so
fixed and approved by the board of directors 1is inadequate to give
reasonable protection to the association.

Sec. 89. Section 6-421, Arizona Revised Statutes, is amended to

read:

6-421. Access to books and records: communication with

members

A. Every member or holder of capital shall have the right to
inspect such books and records of the association as pertain to fris THE
MEMBER'S OR HOLDER'S account. Otherwise, the right of inspection and
examination of the books and records shall be 1limited to the
superimtemdent DEPUTY DIRECTOR, as provided in this chapter, and to any
federal instrumentality or agency authorized to inspect or examine the
books and records of an insured association, and no other person shall
have access to the books and records or shall be entitled to a list of the
members, except upom ON express authority of the board of directors.

B. If any member desires to communicate with the other members of
the association with reference to any question pending or to be presented
at a meeting of the members, the association shall give trimupom Tequest
THE MEMBER, ON REQUEST, a statement of the approximate number of members
entitled to vote at such THE meeting and an estimate of the cost of
preparing and mailing suctr THE communication. The requesting member then
shall submit the communication to the superimtendernt DEPUTY DIRECTOR who,
if e THE DEPUTY DIRECTOR finds it to be appropriate and truthful, shall
direct that it be prepared and mailed to the members, upom ON the
requesting member's payment or adequate provision for payment of the
expenses of swuch THE preparation and mailing.

Sec. 90. Section 6-423, Arizona Revised Statutes, 1is amended to

read:

6-423. Accounts

A. An association may maintain all types of deposit accounts and
prescribe those terms and conditions relating to the accounts as are
permissibte ALLOWABLE for the association to maintain the insurance of its
deposits by an insurance corporation.

B. Accounts are:

1. Withdrawable and subject to enforced retirement as provided in
this article. This chapter does not prevent the withdrawal of funds from
an association by negotiable or nonnegotiable order.

2. Entitled to dividends as provided in this article.
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3. Nonassessable for either debts or losses of the association.

4. Issued on such plan or plans of payment and in such series or
classes as the bylaws may provide, which plan or plans of payment may
include:

(a) Regular installment plan with agreed weekly or monthly
payments, with dividends credited to or in behalf of the account until the
ultimate value agreed upom ON in the subscription is reached.

(b) Full paid plan with one single payment of ome—tumdred—dotiars
$100 per unit and dividends payable in cash unless by agreement credited
to the account.

(c) Prepaid plan with one single payment in such amount per unit as
is set forth in the bylaws and dividends credited to such account until
the ultimate value of omefumdred—dotiars $100 per unit is reached.

(d) Optional plan with payments in such amount or amounts and at
such times as the holder may elect and dividends credited to such account
unless by agreement payable in cash.

(e) Any other plan of payment which the superimtendent DEPUTY
DIRECTOR may approve as conforming to sound savings and loan practice.

Sec. 91. Section 6-425, Arizona Revised Statutes, is amended to

read:

6-425. Shares of quaranty capital; authorization of issuance;

minimum amount

A. An association may provide for the issuance of shares of
guaranty capital, either by its original articles of incorporation or by
an amendment ttrereto TO THE ARTICLES OF INCORPORATION.

B. The aggregate initial guaranty capital of an association being
organized under this chapter shall be not Tless than the minimum initial
guaranty capital required under theprovisionms—of section 6-407.

C. In the case of an association wirichr THAT shall at any time be
operating and 1its original articles of incorporation authorize the
issuance of guaranty shares but the association has issued no guaranty
shares, or in the case of an association already in operation wiitch THAT
amends 1its articles to authorize the issuance of guaranty shares, the
aggregate initial guaranty capital shall be not less than either:

1. The initial guaranty capital required under the—Tprovisions—of
section 6-407.

2. An amount whith THAT, together with the amount of surplus and
all reserves required or designated as available for losses, equals in the
aggregate not 1less than the required capital and reserves necessary to
obtain and maintain insurance of accounts by the insurance corporation,
whichever stratt—be IS greater.

D. In the case of an association already in operation and having
issued and outstanding guaranty shares, the aggregate guaranty capital
shall be an amount not less than an amount which THAT, together with the
amount of surplus, amount of outstanding capital notes and debentures, and
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all reserves required or designated for use for Tlosses, equals in the
aggregate not less than the required capital and reserves necessary to
obtain and maintain insurance of accounts by the insurance corporation.

E. Any plan for the issuance of shares of guaranty capital shall be
subject to the approval of the superimtendernt DEPUTY DIRECTOR as being in
conformity with the——provisions——of this chapter, and the rules and
regulations of the superimtendent DEPUTY DIRECTOR pertaining thereto.

Sec. 92. Section 6-427, Arizona Revised Statutes, is amended to

read:

6-427. Shares of quaranty capital; advertisement; sales;

collection of subscription

A. A1l prospectae and advertising matter regarding the subscription
for shares of guaranty capital shall include a statement to the effect
that such shares of guaranty capital are not insured.

B. No association shall pay to any person any commission or other
compensation for obtaining any subscription to or sale of shares of
guaranty capital without the prior approval of the superimtermdert DEPUTY
DIRECTOR.

C. The board of directors shall establish a separate account to
receive all funds paid in for shares of guaranty capital, and shall
maintain such account until further action is authorized as follows:

1. When the aggregate amount of such funds equals or exceeds the
amount of the minimum initial guaranty capital wirich THAT the association
must obtain, and either the board of directors has decided by resolution
to proceed under the guaranty capital plan, or one year has elapsed from
AFTER the date on which the issuance of shares of guaranty capital was
authorized and the board has taken no action, then the separate account
may be terminated and the funds may be transferred to the association's
general account.

2. If the aggregate amount of such funds fails to reach the amount
of the minimum initial guaranty capital which THAT the association must
obtain and one year has elapsed from AFTER the date on which the issuance
of shares of guaranty capital was authorizeds— or if the board of
directors, within such one-year period, has decided by resolution to
abandon the guaranty capital plan, them the funds in the separate account
shall be returned to the respective subscribers and shall not become a
1iability of the association or its officers or directors.

Sec. 93. Section 6-428, Arizona Revised Statutes, 1is amended to

read:

6-428. Retirement or reduction of shares of quaranty capital

A. The board of directors of an association operating with guaranty
capital may propose an amendment to the articles of idincorporation
providing for the retirement of all of the guaranty capital, and a
detailed plan for effectuating such AN amendment. The resulting capital
of the association shall be not less than the minimum initial capital
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wirittt THAT the association, if it were being organized, would be required
to have under the—Tprovisioms—ouf this chapter concerning applicants and
initial capital. The proposal shall be submitted to the superimtendemnt
DEPUTY DIRECTOR for tris THE DEPUTY DIRECTOR'S approval.

B. If the superimtendernt DEPUTY DIRECTOR approves the proposal, the
association's board of directors may request in writing an appraisal of
the value of the shares of guaranty capital. s—amd The superimtendent
DEPUTY DIRECTOR then shall cause such an appraisal to be made and receive
therefor the fees for a special examination as provided by section 6-125,
allowing proper credit to such shares from the association's segregated
surplus, if any exists, and from other reserves and wundivided
profits. The value of the shares of guaranty capital so determined may be
considered in the further proceedings under this section.

C. The proposal then may be submitted to the members at an annual
or special meeting. Tt THE PROPOSAL shall be adopted upom ON receiving in
the affirmative the votes of the holders of two-thirds or more of the
outstanding shares of guaranty capital, and also two-thirds or more of the
total number of votes wirichh THAT all other members of the association are
entitled to cast thereon. The proposal shall become effective upom ON
completion of the procedure provided in this chapter for the amendment of
articles of incorporation.

D. An association may amend its articles of incorporation, in
accordance with the procedure provided in this chapter for such
amendments, to reduce its shares of guaranty capital, but in no event to
an amount wirich THAT is less than the minimum guaranty capital wiich THAT
the association would be required by this chapter to issue if it were
newly authorized to issue guaranty capital.

Sec. 94. Section 6-434, Arizona Revised Statutes, 1is amended to

read:

6-434. Shares and accounts of certain associations as 1leqal

investments; deposit of fiduciary monies

A. ATl accounts of a federal savings and loan association and all
accounts of a savings and loan association operating under the—provisions
of this chapter, whose accounts are insured by the federal deposit
insurance corporation, as provided in title IV of the national housing
act, as now or hereafter amended, are legal investments for the funds of
executors, administrators, guardians, receivers and trustees of every kind
and nature and insurance companies, and such associations are qualified to
act as trustee or custodian within the provisions of the federal
self-employed individual's tax retirement act of 1962, as amended.

B. Monies held by a savings and loan association as fiduciary may
be deposited to the credit of the savings and loan association on time or
demand account with itself or with any bank or other savings and 1loan
association the deposits of which are insured by instrumentalities of, or
corporations chartered by, the United States for the purpose of insuring
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the accounts of banks or savings and loan associations. Unless otherwise
provided by the writing creating the trust, if the monies are deposited
with itself the savings and Toan association shall secure the deposits
with securities described in section 6-446, subsection A, paragraphs 1 and
2 or other security approved by the superimtemdernt DEPUTY DIRECTOR for
such a purpose, in the amount of the deposit, Tess the amount by which the
deposits are insured by the federal deposit insurance corporation or such
other instrumentality of, or corporation chartered by, the United States
as may be established for the purpose of insuring the accounts of savings
and loan associations.

Sec. 95. Section 6-435, Arizona Revised Statutes, 1is amended to
read:

6-435. Voluntary withdrawal of accounts

A. A holder of an account may make application for withdrawal of,
and the association may pay, all or any part of the withdrawal value
thereof at any time.

B. If the association has insufficient funds in the treasury and
from current receipts to pay all matured accounts and applications for
withdrawal within thirty days after such accounts mature or payment is
requested, then the board of directors shall provide by resolution:

1. The amount of money available 1in each calendar month to pay
maturities and withdrawals, in accordance with safe and required operating
procedure, 53— but after making provision for expenses, debts, obligations,
and cash dividends on accounts, due or to become due, not Tess than fifty
per—cent PERCENT of the remainder of such treasury funds and current
receipts shall be made available for the payment of withdrawals and
maturities.

2. For a Tlist of matured accounts in order of maturity, and if in
the same series, 1in order of idissuance in such seriess— and also of
applications for withdrawals in chronological order of filing. Separate
lists may be established for such purposes, in which event the resolution
shall provide the proportion of available money which THAT shall be
applied to each list.

3. For a maximum sum, wirictt THAT shall not exceed ome—thousand
dottars $1,000, which THAT may be paid to any one holder at any one
times— and if any holder's application for withdrawal or for payment of
matured shares exceeds the sum so fixed, then fre THE HOLDER shall be paid
in fris turn the sum so fixed, and tris THE HOLDER'S application, reduced by
such payment, shall be deemed refiled in its order as if filed on the date
of such payment. Such Timited payment may be made on a fixed date in each
month and such refiling and renumbering, as the case may be, may take
place on the same date 1in each subsequent month as Tong as any
applications remain unpaid.

4. For a maximum sum, wiichr THAT shall not exceed two—tumdred
dottars $200, which may be paid on any application for withdrawal or to
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any one holder of matured shares in any calendar month, regardless of the
order of application.

C. Accounts pledged as sole security for a loan shall be subject to
the withdrawal provisions of this section, but amounts available for
payment on the application for withdrawal shall be applied first to the
repayment of the loan balance.

D. Accounts may be accepted by the association in payment or part
payment for any real estate or other assets owned by the
association, 7— but if the association has a Tist of withdrawals, or
withdrawals and maturities, such sale of assets shall be to the highest
bidder, and at least ten days' notice of the proposed sale shall be given
by mail to all holders of accounts whose names appear on the withdrawal or
maturity Tist.

E. o A holder shall NOT have more than one application for
withdrawal in effect at any one time, 7— but s Hotder may cancel fris THE
application or reduce the amount thereof at any time as to any amount not
yet paid.

F. The holder of accounts for which application for withdrawal has
been made does not become a creditor by reason of such application.

G. The board of directors of any association operating on the
serial plan or with regular installment or prepaid shares on which
dividends have not been credited directly to the share accounts, may
determine by resolution the portion of profits wirichr THAT may be paid to
withdrawing members.

H. Notwithstanding any other provision of this chapter, a savings
and Tloan association may offer payment order accounts, approved for
federal associations doing business 1in this state, and authorizing
withdrawals therefrom by written drafts payable to third parties, subject
to conditions, limitations and restrictions as the souperimtemdermt DEPUTY
DIRECTOR may by rule prescribe.

Sec. 96. Section 6-440, Arizona Revised Statutes, 1is amended to
read:

6-440. Apportionment of profits

The board of directors may apportion the profits of the association
as the bylaws may prescribe, and each apportionment shall be made 1in
accordance with the following procedure:

1. Proper allocation first shall be made to accrued interest on
accounts.

2. Proper allocation then shall be made to any reserves required by
law or the superimterndernt DEPUTY DIRECTOR.

3. Additional allocations then may be made to such special reserves
as the board of directors may have established.

4. Dividends then may be declared if the bylaws so provide on
shares of guaranty capital, in accordance with tte—provisioms—of this
chapter.
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5. The residue of such profits may be held as undivided profits.

Sec. 97. Section 6-442, Arizona Revised Statutes, 1is amended to
read:

6-442. Dividends and interest

A. Subject to the restrictions set forth in this section and the
association's bylaws, an association from time to time may determine the
term, rate and amount of interest to be paid on accounts, and for that
purpose may establish reasonable classifications of accounts, based on any
of the following:

The types or classes of such accounts.

The length of time accounts are continued in effect.

The size of initial payments on accounts.

The minimum balances of accounts during apportionment periods.
The frequency and extent of the activity of accounts.

6. Such other classifications as the superimtemdent DEPUTY DIRECTOR
may approve, and the superimtemdent DEPUTY DIRECTOR 1is authorized to
prepare model plans of classifications for adoption by associations.

B. An association shall determine the method of calculating the
amount of interest on accounts, and the date on which the interest is to
be declared or credited, but mo A payment or credit shall NOT be made more
than ten days before the end of any apportionment period, except upom ON a
matured bonus plan account or as approved by rules of the superimterdert
DEPUTY DIRECTOR.

C. Dividends may be declared and paid on shares of guaranty capital
as permitted ALLOWED from time to time by the laws governing corporations
organized in this state, except that dividends payable other than in the
association's own stock may be paid out as a distribution, as defined 1in
section 10-140, only with the approval of the superimtendert DEPUTY
DIRECTOR or as approved by rules of the superimtendent DEPUTY DIRECTOR.

Sec. 98. Section 6-444, Arizona Revised Statutes, 1is amended to

g B W N

read:

6-444. Promotional activities prohibited; definitions

A. After the effective date hereof, an association shall not give
for the opening of, or increasing the amount of, any account, any
give—away GIVEAWAY that has a monetary value in excess of the sum fixed
for specified classes of accounts by rule of the superimtendermt DEPUTY
DIRECTOR. The monetary value of any give—away GIVEAWAY so given shall be
the cost thereocf OF THE GIVEAWAY to the association and the association
shall keep in its records for a period of at least two years suitable
evidence of such cost. If the give—away GIVEAWAY 1is purchased or obtained
by the association together with, in connection with, or at the same time
as another item or other items from the same supplier, not identical
therewith, such value shall be deemed to be the then current regular
selling price or charge of the supplier on separate sales or dispositions
thereof in the quantity included, and the association shall in such case
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obtain, and keep in its records for a period of at Teast two years, a
signed statement by such supplier of such regular selling price or charge.

AS USEd— T the foTeguimmy provisToms
B. FOR THE PURPOSES of this section:
1. "Account" means shares of an association of whatsoever class or

designation, accounts, share account, investment certificate, share
subscription, and credit to the account of the maker thereof other than
credit on account of a loan by the association. —the—term

2. "Give" means to give, to sell or dispose of for Tess than full
monetary value as hereinbefore defined, or with any agreement or
undertaking, contingent or otherwise, for repurchase or redemption,
whether total or partial, or to offer, promise, or agree to do any of the
foregoing. Thetermtgive—away™

3. "GIVEAWAY" means any money, property, service, or other thing of
value, whether tangible or intangible. Tte—term

Sec. 99. Section 6-446, Arizona Revised Statutes, is amended to

read:

6-446. Qther investments and powers

A. An association may invest funds as follows:

1. In an account of any state or federal association, the accounts
of which are insured by an insurance corporation.

2. In obligations of or fully guaranteed by the United States, in
stock or obligations of federal home 1loan banks or in stocks or
obligations of the federal national mortgage association or other agencies
of the United States approved by rule of the superimtendent DEPUTY
DIRECTOR.

3. In any of the following where the aggregate amount invested in
all such investments does not exceed twenty per——cent PERCENT of the
association's total assets:

(a) Bonds or other direct obligations of or guaranteed as to
principal and interest by this state.

(b) Obligations whictr THAT by the laws of this state are made legal
investments for savings and loan associations.

(c) Bonds or other evidences of indebtedness wirichh THAT are direct
general obligations of any county, incorporated city or town, school
district, improvement district or other political subdivision or municipal
corporation of this state and, subject to such rules as the superimtemdernt
DEPUTY DIRECTOR may adopt, readily marketable corporate debt securities of
the type commonly regarded as investment securities which THAT were
publicly distributed when issued and wirichh THAT are publicly traded at the
time of acquisition by the association and loans or securities, which meet
standards of sound Tending practices.

4. In certificates of deposit issued by any bank witich THAT is a
member of the federal deposit insurance corporation, provided that the
purchase or renewal of certificates issued by banks wirichh THAT do not have
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their principal offices in this state are governed by such rules as the
superimtemdernt DEPUTY DIRECTOR may prescribe.

5. In accordance with tfe—provisioms—of this paragraph and any
rules of the superimtemdernt DEPUTY DIRECTOR, any Arizona association may
invest 1in the capital stock, obligations or other securities of any
service corporation, under whatever Tlaws organized, if the entire
corporate stock of swch THE service corporation is available for purchase
only by savings and loan associations of this state and federal savings
and loan associations having their home office in this state, but mo AN
association may NOT make any investment under this section if its
aggregate outstanding investment wunder this section, determined as
prescribed by the rules of the suoperimtendert DEPUTY DIRECTOR, would
thereupom exceed six per——ctemt PERCENT of its assets and provided that any
investment in excess of five per——Temt PERCENT of 1its assets serves
primarily community, inner-city or community development purposes. The
superimterndent DEPUTY DIRECTOR shall prescribe rules under this authority
to effectuate the intent of section 6-402, subsection B. If a service
corporation engages in an activity which THAT s mot—permissitte
PROHIBITED wunder this section for a service corporation in which an
association may invest, an association having an investment in such A
service corporation shall dispose of such AN investment promptly unless,
within ninety days following notice to such AN association, the
mpeTmMisSTUtE PROHIBITED activity is discontinued. The service
corporation shall file a certified audit as provided in section 6-477, and
the superimtemdent DEPUTY DIRECTOR may examine service corporations as
provided in section 6-476.

6. With or without security, make T1loans, advance credit and
purchase obligations representing loans and advances of credit for the
payment of expenses of community college, college or university education,
but no association may have loans under this paragraph, exclusive of any
loan wirictr THAT is or wiichh THAT at the time of its making was otherwise
authorized, aggregating at any one time more than five per—cemt PERCENT of
its total assets. An association making a loan under this paragraph may
require a comaker or comakers, insurance, guaranty under a government
student Toan guarantee plan or other protection against contingencies.
The borrower shall certify to the association that the proceeds of the
loan are to be used by a full-time student solely for the payment of
expenses of community college, college or wuniversity education at an
institution which THAT provides an education program for which it awards a
bachelor's degree or provides not less than a two-year program whitch THAT
is acceptable for full credit toward such a degree.

7. Notwithstanding any other provision of this article, but subject
to such prohibitions, Timitations, conditions and restrictions as the
superimtendernt DEPUTY DIRECTOR may prescribe, an association may do any of
the following:
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(a) Invest in primarily residential real property, including
interests in such real property, located within this state.

(b) Acquire, develop and improve such property or interests in the
property for primarily residential usage.

(c) Hold, sell or otherwise dispose of, Tease, improve and operate
any such property or any interest in the property. An association shall
not make any investment under this paragraph if its aggregate outstanding
investment would exceed ten pET—tEﬂt PERCENT of its assets. Asused—m
FOR THE PURPOSES OF this paragraph, "improve" statt—imctude INCLUDES any
type of improvement other than the construction of residential housing.

8. Subject to chapter 1, article 4 of this title, in any class of
capital stock of any bank or savings and Toan association, under whatever
laws organized, or any corporation which directly or indirectly acting
through one or more persons owns or has the power to vote twenty-five per
termt PERCENT or more of any class of voting stock of any such bank or
savings and Toan association.

9. In an amount not exceeding ten per——cent PERCENT of the
association's assets, in any other investments not prohibited by rules
adopted by the superimtemdert DEPUTY DIRECTOR. No investment made under
the authority of this paragraph may be made in a service corporation
referred to in paragraph 5 of this subsection. An investment made under
the authority of this paragraph may be made or continued for the purpose
of creating or acquiring, directly or through any affiliate or subsidiary,
any obligation of a purchaser of consumer goods created in the acquisition
of such goods or any monetary obligation of a member of the association.

B. Notwithstanding any other provision of 1law, but except as
provided 1in subsection A, paragraphs 5 and 7 of this section, an
association shall have the following powers:

1. To offer and accept savings accounts or other accounts for
fixed, minimum or indefinite periods of time or in the form of demand or
transaction accounts including overdraft privileges incident thereto to
any person or entity.

2. To make, invest 1in or acquire loans or participating interests
in loans, secured or unsecured, of any type and for any purpose to any
person or entity.

3. To make, invest in or acquire loans upom ON the security of any
residential or nonresidential property interest, of any priority, whether
fee or leasehold to any person or entity.

4. To make or acquire Toans upom ON the security of, or invest in,
commercial paper, securities and other corporate debt obligations of any

type.

5. To issue debt or equity securities for ~cash or other
consideration.

6. To acquire, invest in or hold real or personal property for
rental or sale, which at the time of such acquisition or investment would
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not exceed twenty per——Temt PERCENT of an association's assets, and to
enter into or create Tlease financing arrangements with respect to such
property.

7. To act as trustee, executor, administrator, personal
representative, conservator, guardian or custodian, or in any other
fiduciary capacity, to offer trust or fiduciary services incident thereto
and to receive reasonable compensation therefor.

C. The association in the exercise of such powers provided herein
may do so without regard to geographic limitations and on terms and
provisions in accordance with this section unless restricted by rules of
the superimtendent DEPUTY DIRECTOR.

D. An association shall not invest 1in or acquire a loan or a
participating interest in a loan originated or acquired by an affiliate or
by a subsidiary of a related holding company or companies other than a
service corporation qualified as provided in this section. Before making
an investment in or acquiring a loan or a participating interest in a Toan
the association shall evaluate the creditworthiness of the obligor in the
same manner as though the association were originating the 1loan. The
association shall document and retain the credit review in the loan file.

E. A1l of the provisions of this section are subject to section
33-1571.

Sec. 100. Section 6-449, Arizona Revised Statutes, 1is amended to

read:

6-449. General loan contract provisions

A. Each 1loan, and any agreement for securing the same, shall be
evidenced by one or more written instruments, consistent with sound
lending practices in the 1locality, and whenever recording of such an
agreement is necessary to establish priority over the claim of any third
party, the agreement shall be recorded.

B. The 1loan contract terms shall afford full protection to the
association and shall include, among other things, provisions for:

1. The payment of taxes, assessments, other governmental Tlevies,
maintenance and repairs, granting the association the right to make
payments thereon or for any other item which, if unpaid, would create a
lien prior to that of the Toan contract.

2. Adequate insurance to cover the wusual risks on the property
offered as security for the Toan, and in such form, coverage and amounts
and in such company or companies as the board of directors may approve.

3. The right to repay the loan in whole or in part at any time, but
the association may require payment of not more than six months' advance
interest on that part of the aggregate amount of all prepayments on a loan
in one year wirictt THAT exceeds the amount otherwise payable in such year
under the terms of the loan.

C. The loan contract may provide for:

1. An assignment of rents.
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2. Additional or future advances to be made at the option of the
parties up to a total amount stated in the recorded security instrument.

3. Regular periodical payments to create a separate trust fund in
the association to pay when due all taxes, assessments, insurance
premiums, ground rents, and other current charges against the real estate
security, and the application or crediting of such payments. ATl such
funds so collected shall be promptly deposited in a separate trust bank
account.

4. The payment or deduction of a premium charge for property
insurance, 1ife insurance or health and accident insurance assigned as
collateral, mortgage guaranty insurance or insurance of mortgages by the
United States or any instrumentality thereof, actual costs of title
examination or title insurance, appraisal, credit report, survey, drawing
of papers, closing of 1loan, and other necessary incidental services 1in
such reasonable amounts as are actually charged and as may be fixed by the
board of directors, all of which shall be itemized on a Toan settlement
sheet delivered to the borrower at the time of closing the Toan. 7—but No
person regularly serving the association shall receive from the
association or other source any fee or compensation of any kind in
connection with procuring a particular loan from or by such association.

5. A single 1initial service charge, premium or discount and a
charge or penalty for nonpayment when due of agreed payments upom ON any
loan, but mo—such THE charges, penalties or discount stratt, when added to
the interest charge of sochr THE Toan, over the contractual term of the
loan, SHALL NOT exceed in the aggregate the applicable interest rate of
this state, and mo——such THE charge or penalty shall NOT be either
compounded or cumulated. A1l such charges and penalties shall be
accounted for as a part of the receipts of the association.

6. Any other covenant or agreement wirichr THAT the association may
deem necessary or wirictt THAT is customary in the locality.

7. The charges herein authorized to be made shall be in addition to
interest authorized by law and shall not be deemed as included therein,
except as prohibited by section 44-1205 and subsection C, paragraph 5 of
this section.

D. If any payment required to be made by the borrower to discharge
the performance of any obligation under the Toan contract is not made, or
if any fund created for such payment is insufficient to discharge the
obligation completely, the association may advance the same and add the
required amount to the unpaid balance of the Toan as of the first day of
the month during which such advance was made, and the advance and interest
thereon shall be secured by the security instrument.

E. The first payment on any regular installment Toan, a
construction Tloan, insured loan, or guaranteed loan shall begin at such
time as fixed by rules and regulations of the superimterndernt DEPUTY
DIRECTOR.
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Sec. 101. Section 6-451, Arizona Revised Statutes, is amended to
read:

6-451. Servicing of loans

An association may contract to service a Toan in any manner unless
restricted by regulations prescribed by the superimtendernt DEPUTY DIRECTOR
and shall require sufficient compensation to reimburse the association for
all expenses incurred under such contract.

Sec. 102. Section 6-453, Arizona Revised Statutes, 1is amended to

read:

6-453. Purchase of real estate for office and rental purposes

An association may invest in land upom ON which to erect an office
building, an office building or buildings and appurtenances, for the
transaction of such association's business, or for the transaction of such
business and for rental, but no such investment may be made if the total
amount of all investments of the association in such building or buildings
exceeds the aggregate amount of the association's outstanding shares of
guaranty capital, reserves available for losses and surplus, unless the
superimtendernt DEPUTY DIRECTOR, wpom ON a proper showing, shall approve a
larger amount consistent with the needs of the association's business and
its immediate expansion. An association shall not purchase an office
building, or any part ttereocf OF AN OFFICE BUILDING, or land upom ON which
to erect an office building, from an affiliated institution, from an
officer, director or employee of such association, or from a corporation
or association in which any officer, director or employee is a stockholder
or is an officer, director or employee, or from a partnership in which any
officer, director or employee is a partner, without the prior written
approval of the superimtendent DEPUTY DIRECTOR.

Sec. 103. Section 6-457, Arizona Revised Statutes, 1is amended to

read:

6-457. Appraisals

Every appraisal or reappraisal of property which THAT an association
is required to make shall be made as follows:

1. 1In accordance with the superimtendent™s DEPUTY DIRECTOR'S rules
and regulations on appraisals. Each appraisal shall be filed and
preserved by the association during the 1ife of the loan.

2. In the case of an insured or guaranteed loan, by any appraiser
appointed by any lending, insuring or guaranteeing agency of the United
States or of +the THIS state uof—Arizoma—which THAT shall insure or
guarantee such Tloan, wholly or in part. A copy of any appraisal or of the
commitment or certificate of the insuring or guaranteeing agency shall be
filed and preserved by the association during the 1ife of the loan.

3. The superimtemdent—may DEPUTY DIRECTOR, when good cause exists,
MAY cause an 1independent appraisal to be made of any property wpom ON
which a 1loan has been made. The reasonable travel and subsistence
expenses and compensation to such appraisers not in excess of comparable
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fees paid for the same or similar appraisals in the same area shall be
paid by the association owning or holding such property as mortgagee.

Sec. 104. Section 6-460, Arizona Revised Statutes, 1is amended to
read:

6-460. Procedure to amend articles of incorporation

The procedure to effect an amendment of articles of incorporation
shall be as follows:

1. The board of directors shall adopt a resolution setting forth
the proposed amendment and directing that it be submitted to a vote at a
meeting of the members, which may be an annual or a special meeting.

2. The proposed amendment, or a summary of the changes to be
effected thereby, shall be set forth in the notice of meeting as
prescribed in section 6-415.

3. The proposed amendment will be adopted upom ON receiving, in the
affirmative, a majority or more of the total number of votes wirichr THAT
all members of the association are entitled to cast, except that an
amendment effecting a retirement of all shares of guaranty capital must
receive the vote specified in section 6-428. A report of proceedings,
verified by the president or a vice president and attested by the
secretary and setting forth the notice given, the amendment adopted, the
vote thereon, and the total number of votes wiricht THAT all members of the
association were entitled to cast thereon, shall be filed promptly with
the superimtemdent DEPUTY DIRECTOR.

4. Each adopted amendment shall be subject to the same inquiry by
the superimtendermt DEPUTY DIRECTOR as the corresponding provision in the
original articles of incorporation, including;—but—mot—timited—to, the
availability of a proposed new name of the association. If the
superimtendenrt DEPUTY DIRECTOR approves an amendment, tre THE DEPUTY
DIRECTOR shall issue to the association a certificate setting forth the
amendment and fris THE DEPUTY DIRECTOR'S approval thereof, which shall then
be filed with the corporation commission and a certified copy thereof
recorded in the office of the county recorder of the county where the
principal office of +the association 1is 1located. When so filed and
recorded the amendment shall become effective.

5. No amendment of articles of incorporation shall affect any
existing cause of action either in favor of or against the association, or
any pending action in which the association shall be a party, or the
existing rights of persons other than members of the association. 7—amd If
the amendment has changed the name of the association, no action brought
by or against the association under its former name shall be abated for
that reason.
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Sec. 105. Section 6-462, Arizona Revised Statutes, 1is amended to
read:

6-462. Conversion from state to federal association

Any association operating under this chapter may become a federal
association pursuant to the Taws and regulations of the United States and
in accordance with the following procedure:

1. The board of directors shall approve a plan of conversion by
resolution adopted by majority vote of all of the directors. The plan
shall set forth, among other terms:

(a) A financial statement of the association as of the Tlast
business day of the month preceding the adoption of the plan.

(b) The disposition of withdrawable capital and gquaranty capital,
if any.

(c) Adjustments, if any, in the value of accounts when exchanged
for comparable accounts in the federal association.

(d) The disposition of any segregated surplus established under tte
provisions ouf section 6-426.

(e) The disposition of any obligations or liabilities.

2. Such plan and resolution shall be submitted to the
superimtemndenrt DEPUTY DIRECTOR at least fifteen days prior to the members’
meeting at which action of members is to be taken.

3. If the plan of conversion provides for no adjustment in the
accounts of members and all obligations and liabilities are to be assumed
by the federal association, the superimtendemt™s DEPUTY DIRECTOR'S
approval of the plan of conversion shall not be required.

4. If the plan of conversion adjusts values of any type of capital,
or if the association has a segregated surplus, such plan of conversion
shall be subject to the approval of the superimtendenmt DEPUTY DIRECTOR.
Approval shall be given in such case if the superitmtemdert DEPUTY DIRECTOR
finds that the plan is equitable and protects the rights of all persons
affected, including such contingent interests as theretofore may have been
created in the segregated surplus, if any.

5. After receipt of such approval from the superimtemdent DEPUTY
DIRECTOR, if required, the plan of conversion may be submitted at an
annual or special meeting of the members. The plan will be adopted upom
ON receiving, in the affirmative, fifty-one per——cemt PERCENT or more of
the total number of votes wirichh THAT all members of the association are
entitled to cast. A report of proceedings at suchh THE meeting, certified
by the president or a vice president and attested by the secretary, shall
be filed promptly with the superimtemdent DEPUTY DIRECTOR.

6. Within ninety days after the date of suchh THE meeting, the
association shall take the action prescribed and authorized by the Tlaws
and regulations of the United States to complete its conversion to a
federal association.
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7. tHpom ON receipt of a federal charter, the association shall file
promptly with the superimtemdert DEPUTY DIRECTOR and the corporation
commission either a copy of said charter or a certificate of the
appropriate federal officer setting forth the facts concerning the
issuance of such charter and upom ON recording said charter in the same
manner as is required for the association's articles of incorporation, the
association shall cease to be a state chartered association.

Sec. 106. Section 6-463, Arizona Revised Statutes, 1is amended to
read:

6-463. Conversion from federal to state association

A. Any federal association may become an association operating
under this chapter, pursuant to the laws and regulations of the United
States and in accordance with the following procedure:

1. The board of directors shall by a majority vote of all the
directors adopt by resolution a plan of conversion which shall set forth
among other terms:

(a) A financial statement of +the association as of the Tast
business day of the month preceding the adoption of the plan.

(b) The disposition of the withdrawable value of all accounts,
general and other reserves and surplus.

(c) The disposition of any obligation or liabilities.

(d) The disposition of the assets of the association.

2. Such plan and resolution shall be submitted to the
superimtemdernt DEPUTY DIRECTOR at least fifteen days prior to the members'
meeting at which action of the members is to be taken. If the
superimtendent DEPUTY DIRECTOR, after appropriate examination, statt—fimd
FINDS that the association complies sufficiently with the requirements of
this chapter to entitle it to become an association operating under this
chapter, fre THE DEPUTY DIRECTOR shall approve the plan of conversion. He
THE DEPUTY DIRECTOR may prescribe terms and conditions, to be fulfilled
either prior to or after the conversion, to cause the association to
conform with the requirements of this chapter.

3. After receipt of the superimtemdent*s DEPUTY DIRECTOR'S
approval, the plan of conversion may be submitted at an annual or special
meeting of the members. 7—anmd The plan will be adopted upom ON receiving,
in the affirmative, fifty-one per—cemt PERCENT or more of the total number
of votes wirich THAT all members of the association are entitled to cast.
Thereupon, such action shall be taken by the members to adopt articles of
incorporation, to elect directors, to adopt by=taws BYLAWS, and to elect
officers, as is prescribed for a new association in article 2 of this
chapter. A report of proceedings at such meeting, certified by the
president or a vicepresident VICE PRESIDENT and attested by the
secretary, shall be filed promptly with the superimtendent DEPUTY
DIRECTOR.
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4. If the -superimterdenmt DEPUTY DIRECTOR  finds that such
proceedings have been in accordance with tihe—provisioms—of this section,
tret THE DEPUTY DIRECTOR shall issue a certificate authorizing the filing of
the articles of idincorporation with the corporation commission and the
taking of the other steps required by title 10, to complete the formation
of a corporation. tHpom ON the issuance of a certificate of incorporation
by the corporation commission, the superimtendent DEPUTY DIRECTOR shall
issue a certificate of conversion.

5. The expenses of any examination made by or at the direction of
the superimtendent DEPUTY DIRECTOR 1in connection with suctr THE conversion
shall be paid by the converting association as a fee for special
examination as authorized by section 6-125.

B. The conversion shall be effective upom ON the compliance with
the laws and regulations of the United States and the provisions of this
section.

Sec. 107. Section 6-465, Arizona Revised Statutes, 1is amended to

read:

6-465. Merger of associations or corporations

A. An association operating under this chapter may merge into or
with one or more associations, whether operating under this chapter or
otherwise, or into or with any other corporation, except a corporation or
association operating an insurance business, other than title insurance,
pursuant to title 20. The board of directors of each merging association
or corporation, by resolution adopted by a majority vote of all members of
such board, must approve the plan of merger, which shall set forth:

1. The name of each merging association or corporation, and the
name of the continuing association or corporation and the location of its
principal office.

2. The amount of capital, reserves, and undivided profits of the
continuing association or corporation, and the kinds of shares and other
types of capital to be issued thereby.

3. The articles of incorporation of the continuing association or
corporation.

4. A detailed pro forma financial statement of the assets and
liabilities of the continuing association or corporation.

5. The manner and basis of converting the capital of each merging
association or corporation into capital of the continuing association or
corporation.

6. The other terms and conditions of the merger and the method of
effectuating the same.

7. Such other provisions with respect to the merger as appear
necessary or desirable, or as the superimtemdert DEPUTY DIRECTOR may
reasonably require to enable frim THE DEPUTY DIRECTOR to discharge fris THE
DEPUTY DIRECTOR'S duties with respect to such merger.
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B. The plan of merger adopted shall be submitted to the
superimtemdernt DEPUTY DIRECTOR for approval, together with a certified
copy of the authorizing resolution of each board of directors, showing
approval by a majority of the entire board of each merging association
operating under this chapter and evidence of proper action by the board of
any other merging association or corporation. The superimtemdent DEPUTY
DIRECTOR may make or cause to be made an examination of the affairs of
each of the merging associations or corporations. The superimtendent
DEPUTY DIRECTOR may approve the plan of merger if, after appropriate
inquiry into the affairs of each of +the merging associations or
corporations, tre THE DEPUTY DIRECTOR finds that:

1. If the resulting association or corporation is an association
operating under this chapter, the <continuing association meets the
requirements of this chapter as to the organization of a new association.

2. The plan provides an adequate capital structure.

3. The plan is fair to all persons affected.

4. The plan meets the approval of the insurance corporation, if
such approval is required.

C. If the superimtendert DEPUTY DIRECTOR disapproves the plan of
merger, tre THE DEPUTY DIRECTOR shall state t= THE DEPUTY DIRECTOR'S
objections in writing and give the merging associations or corporations an
opportunity to amend the plan of merger to eliminate such objections.

D. Except as provided by subsection F of this section, after
approval by the superimtendermt DEPUTY DIRECTOR, the plan of merger shall
be submitted to a vote of the members of each merging association
operating under this chapter and to the members or stockholders of any
other merging association or corporation to the extent required by the
laws and rules applicable +to the other merging association or
corporation. Each meeting of the members of an association operating
under this chapter shall be called and held in accordance with section
6-415. The plan shall be approved by the members of an association
operating under this chapter if the plan receives, in the affirmative, a
majority of the total number of votes whichr THAT all members of the
association are entitled to cast or such greater percentage of the votes
as the articles of incorporation of the association require. Each meeting
of any other association or corporation shall be called and held, and the
required majority must be obtained, 1in accordance with the Taw and
regulations applicable to such association or corporation.

E. A report of proceedings at the meeting of the members or
stockholders of each association or corporation, certified by the
president or a vite-president VICE PRESIDENT and attested by the secretary
thereof, and setting forth the notice given and time of mailing thereof,
the vote on the plan of merger, and the total number of votes wiich THAT
all members or stockholders of the association or corporation were
entitled to cast thereon, shall be filed in duplicate with the
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superimtemdenrt DEPUTY DIRECTOR, except that if no member or stockholder
vote is required by an association or corporation, the association or
corporation shall file a report to that effect, in duplicate, certified by
the president or vice-president VICE PRESIDENT and attested by the
secretary of the association or corporation. Any report filed under this
subsection shall be accompanied by the plan of merger, duly executed by
each merging association or corporation. The superimtendent DEPUTY
DIRECTOR thereupon shall issue to the —continuing association or
corporation a certificate of merger, setting forth the name of each
merging association or corporation and the name of the continuing
association or corporation, and the articles of incorporation of the
continuing association or corporation.

F. Unless required by its articles of incorporation, a vote of the
members of the continuing association or corporation is not necessary to
authorize a merger if either:

1. No shares of common stock are to be issued by the continuing
association or corporation and no shares, securities or obligations
convertible into such stock are to be issued or delivered under the plan
of merger.

2. The authorized but unissued shares or the treasury shares of
common stock of the continuing association or corporation to be issued or
delivered under the plan of merger plus those initially issuable on
conversion of any other shares, securities and obligations to be issued or
delivered under the plan do not exceed twenty per——Temt PERCENT of the
shares of common stock of the association or corporation outstanding
immediately before the effective date of the merger. If a plan of merger
is adopted pursuant to this subsection, a statement that the plan has been
so adopted and that, as of the date of the statement, the outstanding
shares of the continuing association or corporation were such as to render
this subsection applicable shall be certified by the president or
vice-president VICE PRESIDENT and attested by the secretary and shall be
attached to the plan of merger. The plan so approved and the statement
described 1in this subsection shall be filed in duplicate with the
superimtendent DEPUTY DIRECTOR.

G. The merger shall become effective upom ON the filing with the
corporation commission of the certificate of merger in the same manner as
articles of incorporation, and the recording of a copy thtereof certified
by the corporation commission in each county in this state in which the
business office of any of the merging associations or corporations was
located, and in the county in which the business office of the continuing
association or corporation is located, if any.

H. The expenses of any examination made by or at the direction of
the soperimtemdernt DEPUTY DIRECTOR in connection with a proposed merger
shall be paid by the merging association or corporation in accordance with
the fees fixed for special examination by section 6-125.
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I. If the continuing association or corporation is to be governed
by the Taws of any jurisdiction other than this state, it shall comply
with the applicable provisions of the Taws under which it is organized and
shall comply with the Taws of this state with respect to foreign
corporations if it is to transact business in this state.

Sec. 108. Section 6-468, Arizona Revised Statutes, 1is amended to
read:

6-468. Decision to liquidate; adoption of plan

A. At any annual or special meeting of the members, the members may
vote to liquidate the association, and may adopt a plan of Tliquidation
wirith THAT has been approved by the board of directors, or proposed by one
or more shareholders, or submitted by the superimternderts DEPUTY DIRECTOR
or may elect a committee of three persons to prepare and submit a plan,
and thereafter may adopt such plan. No plan except one submitted by the
superimtendent DEPUTY DIRECTOR shall be adopted unless it has been filed
with the superimtemdent DEPUTY DIRECTOR at least ten days before the vote
of the members is taken thereon.

B. A plan will be adopted wpom ON receiving in the affirmative
two-thirds or more of the total number of votes whith THAT all members of
the association are entitled to cast.

C. The plan of voluntary Tliquidation shall provide for the full
liquidation of the association, setting forth the powers, duties, manner
of filling vacancies, and succession of the liquidators and authorizing
them to:

1. Advance funds of the association to preserve, protect, or
purchase at any sale any asset in which the association has an interest.

2. Sell, convey, lease, mortgage, or exchange any assets for other
assets.

3. Sell and dispose of any assets at public sale to the highest and
best bidder or at private sale for the highest price obtainable.

4. Accept withdrawable capital of the association to apply upom ON
the purchase price of any assets, but only for such relative values as may
be approved by the superimtemdent DEPUTY DIRECTOR from time to time.
Notice by single publication or by mailing, stating the time, place and
terms of the sale, shall be given to all holders of withdrawable capital
prior to the sale.

5. Pay out of the proceeds of Tiquidation all expenses and services
necessary to the liquidation, and also compensation of the Tiquidators.
s—bout—suctr Compensation of the liquidators, exclusive of compensation for
legal services and other specialized employment, shall not exceed in the
aggregate three per—cemt PERCENT of the proceeds of liquidation.
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Sec. 109. Section 6-469, Arizona Revised Statutes, 1is amended to
read:

6-469. Election of liquidators; report; supervision

A. tpom ON adoption of a plan of voluntary Tiquidation, the members
shall proceed to elect, with cumulative voting permitted ALLOWED as 1in
elections of directors, not more than three liquidators, who shall have
full power to execute the plan. The procedure thereafter shall be as
follows:

1. A report of proceedings at the meeting of members, certified by
the presiding officer of the meeting and attested by the secretary of the
meeting, and setting forth the notice given and time of mailing thereof,
the vote on the plan of voluntary Tiquidation, the total number of votes
wirithr THAT all members of the association were entitled to cast thereon,
and the names of the liquidators elected, shall be filed in triplicate
with the soperimtendernt DEPUTY DIRECTOR, together with the plan.

2. If the soperimtendermt DEPUTY DIRECTOR finds that the plan and
proceedings are 1in accordance with this article, that the bonds of the
liquidators are sufficient, and that the plan is not unfair to any person
affected, tre THE DEPUTY DIRECTOR shall attach tris THE DEPUTY DIRECTOR'S
certificate of approval to the plan and shall forward one copy to the
liquidators, and in the case of an insured association, one copy to the
insurance corporation.

3. The expenses of any examination made by or at the direction of
the souperimtemdent DEPUTY DIRECTOR 1in connection with any voluntary
dissolution shall be paid as a claim by the Tiquidators in accordance with
the fees fixed for special examinations by section 6-125.

4. The plan shall become effective wpom ON filing with the
corporation commission of the superimtendermt™s DEPUTY DIRECTOR'S
certificate of approval.

B. The Tiquidation of the association shall be subject to the
supervision and examination of the superimtemdenmt DEPUTY DIRECTOR.

Sec. 110. Section 6-472, Arizona Revised Statutes, 1is amended to

read:

6-472. Final distribution and dissolution

When all assets have been Tiquidated and all expenses, claims and
holders of withdrawable capital have been paid, dissolution of the
association shall be accomplished in the following manner:

1. The 1liquidators shall file with the superimtemdent DEPUTY
DIRECTOR the duly verified final report of their acts and proposed final
distribution.

2. Ypom ON the superimtendernt™s DEPUTY DIRECTOR'S approval of the
final report, the Tiquidators shall publish notice of the proposed final
distribution and shall allow any holder of shares of guaranty capital to
examine the records of the association to ascertain fr THE HOLDER'S
proper share of such distribution. Any such shareholder who fails to
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commence, before the date fixed for final distribution, appropriate
judicial proceedings to contest such distribution, shall be barred from
contesting the same thereafter. The 1liquidators shall proceed to make
final distribution on the date fixed therefor, except that such
distribution shall be deferred until final disposition of any pending
judicial action affecting the distribution, and payment, of any judgment
entered therein.

3. When final distribution has been made, except as to any money
due to, but unclaimed by, any creditor, member, or other person, the
liquidators shall deposit such unclaimed money with the superimtendent
DEPUTY DIRECTOR, for payment to the person or persons entitled thereto
uporm ON application and proof of right as provided by law.

4. The liquidators also shall deliver to the superimtendernt DEPUTY
DIRECTOR all books of account and other records of the association, for
preservation for at least two years and destruction thereafter as provided
by Taw.

5. tYpom ON completion of the foregoing procedure, the Tiquidators
shall be discharged. The superimtendert DEPUTY DIRECTOR thereupon shall
issue a certificate of dissolution of the association and shall file a
copy thereof with the corporation commission and record a copy in the
office of the county recorder of each county in which the original
articles of incorporation were recorded. Ytpom ON such filing and
recording, the dissolution shall be effective. No fees shall be required
for such filing and recording.

Sec. 111. Section 6-474, Arizona Revised Statutes, 1is amended to

read:

6-474. Accounting practices and records

A. Every association shall maintain in this state a detailed record
of all transactions of the association at its home office, or at a branch
office or at a central accounting or computer center servicing one or more
associations, provided that general accounting records and their
maintenance shall not be transferred by an association from its home
office to a branch office, or from a branch office to its home office or
to another branch office or to a central accounting or computer center,
unless and until:

1. The board of directors of the association has by resolution
authorized such transfer and maintenance.

2. The association has sent a certified copy of the resolution
required by paragraph 1 OF THIS SUBSECTION to the superimtendert DEPUTY
DIRECTOR.

B. Each branch office shall keep detailed records of all
transactions at such branch office and shall furnish full control records
to the home office, or such branch office or central accounting or
computer center as has been designated by appropriate resolution of the
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board of directors adopted and filed as provided in subsection A OF THIS
SECTION.

C. Every association shall observe such generally accepted
accounting principles and practices as are approved by the superimtendent
DEPUTY DIRECTOR.

D. *o AN association by any system of accounting or any device of
bookkeeping statt, either directly or indirectly, SHALL NOT enter any of
its assets upom ON its books in the name of any other person, partnership,
association or corporation, or under any title or designation that is not
truly descriptive of such THE assets.

E. The superimtendent DEPUTY DIRECTOR may order that assets in the
aggregate, to the extent that such THE assets have depreciated in value,
be charged off or that a special reserve or reserves equal to such
depreciation in value be set up by transfers from undivided profits.

F. Except notes secured by first 1ien mortgages insured or
guaranteed, wholly or in part, by an agency of the United States
government, all bonds or other interest bearing obligations purchased by
the association shall be carried at par with provision for amortization of
premiums and discounts.

Sec. 112. Section 6-475, Arizona Revised Statutes, 1is amended to

read:

6-475. Branch office

A. A branch office is a legally established place of business of
the association, other than the home office, authorized by the board of
directors and approved by the superimtendent DEPUTY DIRECTOR, at which
payments on, and withdrawal from, accounts and Tloan payments may be
accepted and applications for loans may be received, and at which account
books and membership certificates may be issued and loans may be closed.

B. Each association shall be operated from the home office, which
shall be the association's principal place of business. All branch
offices shall be subject to direction from the home office.

C. An association may establish or acquire a branch office in any
location, whether within or outside this state, with the approval of the

superimtendent DEPUTY DIRECTOR. An association shall make an application
for establishment or acquisition of a branch office in writing in the form
the superimtemdent DEPUTY DIRECTOR prescribes and supported by the
information, data and records the superimtemdert DEPUTY DIRECTOR requires
to make the findings necessary for approval. Each application for
approval of the establishment and maintenance of a branch office shall
state the proposed location of the branch office, the need for the branch
office, the functions to be performed in the branch office, the estimated
annual expense of the branch office, and the mode of payment for the
branch office. Each such application shall be accompanied by a budget of
the association for the current dividend period and for the next
succeeding semiannual period, which reflects the estimated additional
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expense of the maintenance of such a branch office. The superimtendemnt
DEPUTY DIRECTOR shall approve the application if the superimtemdert DEPUTY
DIRECTOR finds that the prospects for a successful operation of the branch
office are favorable.

D. An association shall not establish or maintain an automated
teller machine without the prior written approval of the superimtendent
DEPUTY DIRECTOR. An association shall accompany each application for
approval of the establishment and maintenance of an automated teller
machine with the fee prescribed by section 6-126. The application shall
state the proposed Tocation of the automated teller machine, the need for
the automated teller machine, the functions to be performed by the
automated teller machine, the estimated annual expense of the automated
teller machine and the mode of payment by the automated teller
machine. The superimterndert DEPUTY DIRECTOR shall approve the application
if the superimtemdent DEPUTY DIRECTOR finds that the prospects for a
successful operation of the automated teller machine are favorable.

Sec. 113. Section 6-476, Arizona Revised Statutes, 1is amended to

read:

6-476. Examination

The souperimtemderrt DEPUTY DIRECTOR shall make a report of each
examination to the board of directors of the association examined, and if
the affairs of the association are not being conducted in accordance with
this chapter, fre THE DEPUTY DIRECTOR may require the directors, officers,
or employees to take any necessary corrective action. In the interests of
the members of the association, the superimtemdenmt DEPUTY DIRECTOR may
prepare a statement of the condition of the association, and may mail the
same to the members or may require a single publication thereof.

Sec. 114. Section 6-477, Arizona Revised Statutes, 1is amended to
read:

6-477. Audit by public accountant

An audit of the affairs of the association shall be made annually as
of the end of its fiscal year by or under the direction of the board of
directors. The -superimtemdent DEPUTY DIRECTOR may prescribe certain
minimum requirements of the audit and shall require the filing of a copy
of the report covering the audit with the superimtendent DEPUTY
DIRECTOR. The audit shall be filed with the souperimtendent DEPUTY
DIRECTOR not more than one hundred twenty days after the end of the
association's fiscal year, unless the superimtemdent DEPUTY DIRECTOR
extends the time period for good cause shown. The audit 1is not a
substitute for or in Tieu of the examination by the superimtemdert DEPUTY
DIRECTOR required by section 6-122.

_82_



00 NOoOYOr B WN

AR A DD POLWWWWWWWWWNPRPDRNPPMNPDNPPMNDNPNNNDNNNRRPRPRRRRRFRRFRRF P
A OWONPFPOOWONOODOPNNWNRPFPOOUONOODTOPRNWNDNRPRPOWOWONOOO PMWNREF OO

S.B. 1463

Sec. 115. Section 6-478, Arizona Revised Statutes, is amended to
read:

6-478. Reports to deputy director and members

A. Every association operating under this chapter shall file with
the superimtemdert DEPUTY DIRECTOR within sixty days following the close
of each fiscal year of such association, a statement showing its financial
condition at the close of the fiscal year and its operations for the year
then ended. Each such statement shall be on forms prescribed by the
superimtendent DEPUTY DIRECTOR and in conformity with generally accepted
accounting principles, and shall be verified under oath by the secretary
and certified by a committee of three or more members who are not officers
of the association, or by a Ticensed certified public accountant appointed
by the board of directors, or by two officers of the association.

B. Every association shall file also such other reports as the
superimtendent DEPUTY DIRECTOR may require from time to time.

C. Within sixty days after the date of such statement, the
association either shall mail to each member the annual statement of
condition, or a condensed form thereof approved by the superimtendent
DEPUTY DIRECTOR, or shall publish the same at Teast once.

Sec. 116. Section 6-479, Arizona Revised Statutes, is amended to

read:

6-479. Information to federal authorities

The superimtemdert DEPUTY DIRECTOR may give copies of reports of tis
THE DEPUTY DIRECTOR'S examinations of an association, and copies of the
association's reports to Him THE DEPUTY DIRECTOR, and any other
information which—te= THAT THE DEPUTY DIRECTOR has concerning the
association, to the federal home loan bank, or its successor
instrumentality, of which the association is a member, or to the insurance
corporation wirictt THAT has insured the association's capital. No such
action by the superimtendent DEPUTY DIRECTOR shall relieve the association
from compliance with any requirements of such federal instrumentality
concerning examinations or reports, or 1imit the superimtendents DEPUTY
DIRECTOR'S powers to examine or to require reports from the association.

Sec. 117. Section 6-482, Arizona Revised Statutes, 1is amended to

read:

6-482. Receiver; appointment; transfer of assets; powers;

liability

A. If the court grants a petition for receivership filed by the
superimterndent DEPUTY DIRECTOR, the superimtemdemt DEPUTY DIRECTOR shall
be appointed as receiver and may forthwith take possession of the property
and business of the association and retain possession until the
association resumes business or its affairs are finally liquidated, but if
the association has the insurance protection provided by title IV of the
national housing act, as now or hereinafter amended, the court may tender
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to the federal deposit insurance corporation the appointment as receiver,
or as co-receiver with the superimtemdert DEPUTY DIRECTOR.

B. tpom ON the acceptance by the insurance corporation of the
appointment as receiver or co-receiver, possession of and title to all the
assets, property and Dbusiness of the insured association shall
automatically pass to and be vested in the insurance corporation as
receiver, or in the insurance corporation and the superimtendent DEPUTY
DIRECTOR jointly as co-receivers, as the case may be. Thereupomr The
insurance corporation, if it is receiver, or the insurance corporation and
the superimtemdent DEPUTY DIRECTOR equally and jointly, if the insurance
corporation is co-receiver, shall have and possess, and may exercise:

1. A1l the powers and privileges provided by the Taws of this state
or otherwise with respect to the superimtemdert DEPUTY DIRECTOR as
receiver of a savings and loan association.

2. Accumulatively and additionally to each of the foregoing, all of
the rights, powers, privileges and authority whichh THAT were held or
possessed by the association and its officers, directors, members and
creditors.

3. A1l the rights, privileges, powers and authority conferred upom
ON or vested in it, or intended so to be, by federal statutes.

C. The receiver or receivers may also make Toans on the security
of, or may purchase at public or private sale or otherwise, bid at any
receiver's or liquidator's sale, and liquidate or sell, all or any part of
the assets of the insured association, and, in the event of the purchase
of any assets of an association of which it is receiver or co-receiver, it
shall bid for and pay a fair and reasonable price.

D. Except as otherwise in writing specifically agreed by the
receiver or receivers, no transaction, contract, undertaking or agreement,
and no exercise by the receiver or receivers, or either of them, of any of
the rights, powers, privileges or authority by this article or otherwise
vested in them as receivers, or with respect to any receivership or
liquidation, shall constitute a personal debt, obligation or liability of
or on the part of the receiver or receivers or either of them.

Sec. 118. Section 6-486, Arizona Revised Statutes, 1is amended to

read:

6-486. Rehabilitation of associations; definition

A. f#hem IF the business, property and affairs of any association
are 1in the possession of the superimtemdent DEPUTY DIRECTOR for
liquidation, or wiem IF an association 1is 1in an unsafe or unsound
condition, the association may be rehabilitated, readjusted or reorganized
in accordance with any plan proposed and approved as provided in this
article.

€~ B. Without Timiting the generality of the foregoing provisions
of this article, a plan may provide in respect to all or any part of the

_84_



00 NOoOYOr B WN

A BRA AP POLOWOWOWWWWWWWWNDNDNPDNPDMNPDPNDMNDPNDNNNNR R RRRRRRFRR P&
OO WD PR OOWONOODOPN,WNREFRFOOWONIOOTAODNWNREROWOWOONODOONWNR O W

S.B. 1463

business, property or affairs of the association for any one or more of
the following:

1. The retention thereof by the superimterndernt DEPUTY DIRECTOR as a
conservator, if the business, property or affairs are in fris THE DEPUTY
DIRECTOR'S possession for liquidation.

2. The delivery thereof to the superimtemdent DEPUTY DIRECTOR as a
conservator, or for liquidation.

3. The transfer thereof to any person or to a trustee.

B~ C. TFhe—term FOR THE PURPOSES OF THIS ARTICLE, "plan" wsused—m

this—articte means a plan for +the rehabilitation, readjustment or
reorganization of an association or for the readjustment, modification or
reorganization of the rights or interests of any or all of the investors
and creditors of, or other persons, interested in the association.

Sec. 119. Section 6-487, Arizona Revised Statutes, 1is amended to
read:

6-487. Proposal of plan; petition; notice of hearing

A. A plan may be proposed by the superimtendent DEPUTY DIRECTOR or
by an association subject to the approval of the superimtemdert DEPUTY
DIRECTOR. If proposed by an association, the proposal shall be through
its board of directors, or by the holders of accounts equal in amount to
not 1less than fifty per——cemt PERCENT of the total accounts of the
association, or by the holders of not 1less than a majority of the
outstanding shares of guaranty capital of the association, if any.

B. The plan shall be presented by the proponents to the superior
court of the county in which the principal place of business of the
association 1is 1located, with a petition that the court determine the
fairness of the plan and the conditions requisite to the plan becoming
operative. The petition shall set forth the plan and the fact that it has
been proposed or approved by the superimtemdent DEPUTY DIRECTOR and any
other facts which THAT are deemed material to a consideration of the
fairness of the plan.

C. Ypom ON filing the petition, the court shall fix the time and
place for hearing it, and shall direct the association to deliver to the
proponents, or, in the discretion of the court, to the superimtendent
DEPUTY DIRECTOR, a 1ist of the names and addresses of the holders of
accounts, holders of shares of guaranty capital, if any, creditors of the
association, and of all other persons affected by the plan, and the
association shall comply with the direction.

D. Thereafter the proponents of the plan, not less than twenty days
before the date fixed for the hearing, shall mail or cause to be mailed to
each of the persons shown on the 1ist furnished pursuant to direction of
the court and to all other persons affected by the plan;— notice of the
time and place fixed by the court for the hearing and either a copy of the
plan or a summary thereof. Any summary shall be prepared or approved by
the superimterndent DEPUTY DIRECTOR. The notices shall be mailed, postage

_85_



0O NOoOYOr B WN

AR PAPDDPOWOWOLWWWWWWWWNDNDRPDNDMNPDNDNDPNNNNNR R RRRRRRFRRPR P&
WNRPROWOWONOOTOPRNRWNRFOOWONOUUOPA,WNREFOWOWONOODOOGNMWNREOWO

S.B. 1463

prepaid, to the respective addresses as shown on the 1list, or if no
address is there shown, to the 1last known available address. The
proponents of the plan shall also post notice of the time and place fixed
for the hearing in three public places in the county not less than twenty
days before the day fixed for the hearing and shall publish the notice at
least once in a newspaper of general circulation published in the county
not less than twenty nor more than thirty days prior to the day fixed for
the hearing.

E. A copy of the plan shall be kept by the superimtemdemt DEPUTY
DIRECTOR available for public inspection, and ftre THE DEPUTY DIRECTOR shall
take other steps as tre THE DEPUTY DIRECTOR deems necessary for making the
plan and all notices and facts in connection therewith available to the
interested parties.

Sec. 120. Section 6-488, Arizona Revised Statutes, 1is amended to
read:

6-488. Hearing; fairness of plan

A. At the time and place fixed for the hearing, or at the time and
place to which the hearing may be continued by the court, the court shall
hear the parties interested therein and, if it deems it necessary, may
take testimony relative thereto and may accept proof in affidavit form as
to any fact or circumstance material thereto. The hearing shall be
conducted, among other things, upom ON the fairness of the terms and
conditions of the issuance of all securities to be issued pursuant to the
plan and of the exchange thereof for outstanding shares of guaranty
capital, accounts, claims or property interests, or partly in suwch THE
exchange and partly for cash. All persons to whom it is proposed to issue
securities in the exchange shall have the right to appear and be heard at
the hearing.

B. MNoptam—statt—tbe—<approved—by The superimtendent DEPUTY DIRECTOR
or ty the court SHALL NOT APPROVE A PLAN unless the superimtemdent DEPUTY
DIRECTOR or the court is satisfied that the plan is feasible, fair and
equitable and does not discriminate in favor of any class of holders of
accounts or of shares of guaranty capital, creditors or other persons
affected thereby.

Sec. 121. Section 6-489, Arizona Revised Statutes, 1is amended to

read:

6-489. Consents required for plan to operate; exceptions

A. After completion of the hearing provided by section 6-488, the
court shall approve, modify or disapprove the plan. The plan shall not
become operative unless and until it has been approved in its original or
modified form by the court, nor unless and until the plan has been
consented to, either in person or by a duly appointed agent, attorney or
committee of the following persons:
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1. If the association has shares of guaranty capital outstanding,
then by the holders of a majority of the outstanding shares of guaranty
capital.

2. By the holders of two-thirds in amount of the total accounts of
all classes of the association.

3. If the association has creditors, then by two-thirds of each
class of creditors of the association.

4. By two-thirds in amount of each class of other persons, if any,
affected by the plan.

B. Consents required by subsection A OF THIS SECTION are not
required:

1. In the case of the holder of an account, creditor or other
person affected, or of any class of holders of accounts, creditors or
other persons affected, if the rights of the person or class are not
materially affected by the plan, or if the plan provides for the payment
in cash of the amount of the right or interest of such person or class.

2. From holders of shares of guaranty capital of an association if
the value of the assets of the association is Tess than the 1liabilities
thereof, including the total amount of all outstanding accounts but
excluding the amount of the outstanding shares of guaranty capital, or if
the business property and affairs of the association are then in the
possession of the superimtendernt DEPUTY DIRECTOR.

Sec. 122. Section 6-490, Arizona Revised Statutes, 1is amended to

read:

6-490. Time of giving consents; jurisdiction of court

A. The consents required by section 6-489 may be given before the
plan is presented to the court, or after the presentation and before the
court has approved it, or after approval. If, at the time the plan is
approved by the court, the required consents have not been given, the
order of court may provide that upom ON satisfactory proof of the fact
that the required consents have been given, a further order may be entered
ex parte providing that the plan shall become operative which shall be
binding upom ON the superimtemdenmt DEPUTY DIRECTOR, the association, all
holders of accounts and of shares of guaranty capital, creditors, and all
other persons affected thereby.

B. The superior court in which the petition is pending is given
jurisdiction to determine all questions required to be determined in
respect to any plan including, without Timiting the generality of the
foregoing, the following:

1. Whether a plan, either in its original or modified form, is fair
and equitable.

2. Whether it discriminates in favor of any class of holders of
accounts, creditors or other persons affected thereby.

3. Whether it is feasible.
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4. Whether the terms and conditions of the proposed issuance and
exchange of securities thereunder are fair and to approve or disapprove
the terms and conditions.

5. The total Tiabilities of the association.

6. The ~conditions requisite to the plan becoming operative,
including jurisdiction to determine, for the purposes of the plan and the
consents, the division of the creditors and other persons affected by the
plan into classes according to the nature of their respective claims and
interests.

Sec. 123. Section 6-491, Arizona Revised Statutes, 1is amended to
read:

6-491. Effect of approval and consents

A. When a plan has been approved by the court and the required
consents given, the plan shall be binding upom ON the superimtemndernt
DEPUTY DIRECTOR, the association, the holders of accounts and shares of
guaranty capital, and creditors of the association and all other persons
affected thereby, and the association and such persons shall be
conclusively deemed to have consented to the terms and conditions of the
plan whether or not all of the persons have actually consented thereto and
whether or not all of them have received notice of the plan or the
hearing. Such steps shall be taken by the superimterdert DEPUTY DIRECTOR,
the association and all other persons affected by the plan, and all acts
shall be done, all instruments executed and all securities issued, as may
be required by the plan so approved and as may be necessary or desirable
for consummation of the plan.

B. The superimtendernt DEPUTY DIRECTOR shall supervise and direct,
subject to the order of the court, the consummation of the plan. H#e THE
DEPUTY DIRECTOR shall have and may exercise the same authority and power
with respect to the business, property or affairs of an association
retained by or delivered to frim THE DEPUTY DIRECTOR pursuant to any plan
which—te THAT THE DEPUTY DIRECTOR may have with respect to the business,
property and affairs of any association of which ftr& THE DEPUTY DIRECTOR
has taken possession. The superimtemdent DEPUTY DIRECTOR shall have and
may exercise the same authority and power with respect to an association
formed pursuant to any plan, or to which the business, property or affairs
may be returned or transferred pursuant to any plan, as fre THE DEPUTY
DIRECTOR would have of the association if it had been formed or had
acquired its business, property and affairs by means other than a plan.

Sec. 124. Section 6-501, Arizona Revised Statutes, 1is amended to

read:

6-501. Definitions

A. In this chapter, unless the context otherwise requires:

1. "Branch office”™ means a place of business of a credit union,
other than a principal office, at which deposits are received and checks
are paid, but does not include premises used for computer operations,
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Tecordt—keepimg RECORDKEEPING, accounting, storage, maintenance or other
administrative or service functions.

2. "Capital"™ means share accounts, reserves and undivided earnings.

3. "Corporate credit union"” means a credit union whose field of
membership consists of other <credit wunions and organizations or
associations owned by or composed of credit unions and corporations or
associations wirich THAT primarily serve credit unions.

4. "Credit union™ means a cooperative nonprofit association whith
THAT dis incorporated under this chapter for the purposes of encouraging
thrift among its members and creating a source of credit and other
financial services at fair and reasonable cost.

5. "Deposit account™ means a balance other than a share account
held by a credit union including balances designated as special investment
accounts, deposits, certificates of deposit, certificates of indebtedness,
demand deposit accounts or other similar names.

6. "Fixed asset” means Tand, buildings and major equipment used by
a credit union in the provision of services.
7. "Governmental unit" means a board, agency, department,

authority, instrumentality or other unit or organization of the federal,
state, county, municipal or other level of government.

8. "Immediate family" means persons related by blood or marriage
and includes foster and adopted children.

9. "Insolvent" means that the value of a credit union's assets is
less than its liabilities.

10. "Insuring organization" means the national credit union

administration or successor organization or any other equivalent insurer
approved by the superimtendent DEPUTY DIRECTOR.

11. "Membership share"™ means a balance held by a credit union and
established by a member according to the standards prescribed by the
credit union.

12. "Organization" means any corporation, association, partnership,
society, firm, syndicate, trust or other legal entity.
13. "Reserves" means allocations of retained income and includes

regular and special reserves and any allowances for 1loan TJlosses and
investment Tosses.

14. "Risk assets™ includes all assets of the credit union except the
following:

(a) Cash on hand.

(b) Deposits or shares in federally or state insured banks, savings
and Tloan associations and credit unions wtrichh THAT have a remaining
maturity of five years or Tless or if the maturity is greater than five
years, the asset is being carried on the credit union's records at the
lower of cost or market or is being marked to market value monthly.

(c) Assets wiricht THAT have a remaining maturity of five years or
less and are insured by, fully guaranteed as to principal and interest by
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or due from the United States government, its agencies, the federal
national mortgage association, the federal home Toan mortgage corporation
or the government national mortgage association including collateralized
mortgage obligations which THAT are comprised of government guaranteed
mortgage loans or if the maturity is greater than five years, the asset is
being carried on the credit union's records at the lower of cost or market
or is being marked to market value monthly.

(d) Loans to other credit unions whichr THAT have a remaining
maturity of five years or less or if the maturity is greater than five
years, the asset is being carried on the credit union's records at the
lower of cost or market or is being marked to market value monthly.

(e) Student Toans insured under the provisions of title IV, part B
of the higher education act of 1965 (20 United States Code section 1071,
et seq.) or similar state insurance programs whitctt THAT have a remaining
maturity of five years or Tless or if the maturity is greater than five
years, the asset is being carried on the credit union's records at the
lower of cost or market or is being marked to market value monthly.

(f) Loans wirichh THAT have a remaining maturity of five years or
less and are fully 1insured or guaranteed by the federal or state
government or an agency of either or if the maturity is greater than five
years, the asset is being carried on the credit union's records at the
lower of cost or market or is being marked to market value monthly.

(g) Shares or deposits in a central or corporate credit union wiitch
THAT have a remaining maturity of five years or less or if the maturity is
greater than five years, the asset is being carried on the credit union's
records at the Tower of cost or market or is being marked to market value
monthly.

(h) Common trust investments, including mutual funds, which THAT
deal exclusively in investments authorized by the federal credit union act
and are either carried at the lower cost or market or are marked to the
market value monthly.

(i) Prepaid expenses.

(j) Accrued interest on nonrisk investments.

(k) Loans fully secured by a pledge of shares in the 1lending
federal credit union equal to and maintained to at Teast the amount of the
loan outstanding.

(1) Loans that are purchased from 1liquidating credit unions and
guaranteed by the national credit union administration.

(m) National credit union share insurance fund guaranty accounts
established with the authorization of the national <credit union
administration under the authority of section 208(a)(l) of the federal
credit union act.

(n) Investments in shares of the national credit union
administration central liquidity facility.
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(o) Fixed assets as defined in section 701.36(b) of the federal
credit union act.

(p) Deposits in the national credit union share insurance fund
representing a federally idinsured credit union's capitalization account
balance of one per——Temt PERCENT of insured shares.

15. "Share account" means a balance held by a credit union and
established by a member according to this chapter, including balances
designated as shares, share certificates, share draft accounts and
membership shares. Ownership of a share account confers membership and
voting rights and represents an interest in the capital of the credit
union.

B. For the purposes of subsection A, paragraph 14, subdivision (g)
OF THIS SECTION, a "central or corporate credit union”™ means a credit
union whose membership primarily consists of either:

1. Other credit unions organized under state or federal Tlaw.

2. O0fficials, committee members and employees of any credit union
organized under state or federal Taw.

3. Any combination of the categories described in paragraphs 1 and
2 of this subsection.

Sec. 125. Section 6-502, Arizona Revised Statutes, 1is amended to
read:

6-502. Reports and examinations

A. The superimtendernt DEPUTY DIRECTOR shall examine or cause to be
examined each credit union at periodic intervals as provided by section
6-122. The superimtendernt DEPUTY DIRECTOR shall forward a report of the
examination to the board of directors of the credit union examined within
thirty days after completion of the report. Within thirty days after the
receipt of the report the directors shall meet to consider matters
contained in the report.

B. In Tlieu of the examination required by subsection A of this
section, the superimtemdent DEPUTY DIRECTOR may accept an examination or
audit report of the condition of a credit union made by the national
credit union administration or by a certified public accountant who 1s
licensed in this state or who has a limited reciprocity privilege pursuant
to section 32-725 or other qualified person or organization approved by
the souperimtendent DEPUTY DIRECTOR. The credit union shall bear the cost
of any such examination or audit. A certified public accountant or other
qualified person or organization making an audit to be submitted in Tieu
of an examination by the superimtendernt DEPUTY DIRECTOR shall obtain prior
approval from the superimtendernt DEPUTY DIRECTOR before conducting such an
audit. In approving such an audit the superimterndernt DEPUTY DIRECTOR may
prescribe minimum requirements for the audit, including the date by which
the audit must be completed and a copy filed with the superimtendemnt
DEPUTY DIRECTOR.
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C. Within thirty days after the end of each calendar quarter a
credit union shall report to the superimtendernt DEPUTY DIRECTOR, on forms
supplied by the superimterndenrt DEPUTY DIRECTOR for that purpose, its
financial condition and the results of its operation for the quarter.

D. Unless excused for cause before or after the due date, a credit
union that fails to file a report when due shall pay the department, as
assessed, up to omethundred—dottars $100 for each day of delinquency.

Sec. 126. Section 6-503, Arizona Revised Statutes, 1is amended to

read:

6-503. Accounting and records

A. A credit union shall keep and use in its business those books,
accounts and records that will enable the superimterndert DEPUTY DIRECTOR
to readily ascertain the true financial condition of the credit union and
whether the credit union is complying with the—provisions—of this chapter.

B. A credit union and any of its officers, directors, employees and
agents shall give the superimterndermt DEPUTY DIRECTOR full access to all
books, papers, securities, records and other sources of information under
their control. A1l books and records of the credit union shall be
maintained at the address of the credit wunion as filed with the

superimtemdent DEPUTY DIRECTOR.

Sec. 127. Section 6-506, Arizona Revised Statutes, 1is amended to

read:

6-506. QOrganization procedure

A. Any seven or more residents of this state who are of legal age
and who have a common bond of interest or association may apply to the
superimtendent DEPUTY DIRECTOR for permission to organize a credit union
under this chapter.

B. The incorporators shall prepare, adopt and execute a certificate
of organization and shall agree to comply with the requirements of the
certificate and with all of the Taws and rules applicable to credit
unions. The certificate shall state:

1. The <credit union's name and the 1location of the proposed
principal place of business.

2. That the existence of the credit union is perpetual.

3. The names and addresses of the incorporators and the number of
shares subscribed to by each.

4. The purpose for which the credit union is formed.

C. The incorporators shall prepare, adopt and execute bylaws
consistent with this chapter for the general governance of the credit
union. The bylaws, among other things, shall provide:

1. The proposed field of membership wiich THAT shall be limited to
groups having a common bond of interest, occupation or association or to
groups within a well-defined neighborhood, community or rural district
consistent with the purposes of the credit union.

2. The par value of shares.
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3. The number of directors of the credit union, which shall not be
fewer than five, all of whom shall be members, together with the titles of
the officers and the number of members of the supervisory committee, which
shall not be fewer than three.

4. The conditions under which shares may be issued, transferred or
withdrawn, Toans MAY BE made and repaid and monies MAY BE otherwise
invested.

5. The number of members of the credit committee, which shall not
be fewer than three, or the authorization of a credit manager.

D. The incorporators shall select at least five persons who are
eligible for membership and who agree to become members and serve on the
board of directors, and at 1least three persons who are eligible for
membership and who agree to become members and serve on the supervisory
committee. The persons selected to serve on the board of directors and
the supervisory committee shall execute an agreement to serve 1in those
capacities until the first annual meeting or until the election of their
respective successors, whichever is Tater.

E. The idncorporators shall forward to the superimtemdert DEPUTY
DIRECTOR such application as is required by the superimtemdernt DEPUTY
DIRECTOR, along with the application fee provided for in section 6-126,
the certificate of organization, the bylaws and the agreements to serve
and any additional information which the superimterndernt DEPUTY DIRECTOR
may request.

F. The incorporators shall not transact any business in the name of
the credit union until the certificate of incorporation has been issued by
the corporation commission and the application and the bylaws have been
approved by the superimtendent DEPUTY DIRECTOR.

Sec. 128. Section 6-507, Arizona Revised Statutes, 1is amended to

read:

6-507. Certificate of approval; filing with corporation

commission; certificate of incorporation

A. The superimtendent DEPUTY DIRECTOR shall act on the completed
application within sixty days. The superimtendent DEPUTY DIRECTOR shall
issue a certificate of approval if the certificate of organization and the
bylaws are in conformity with this chapter and the superimtendent DEPUTY
DIRECTOR is satisfied that all of the following are true:

1. The field of membership, the bylaws and the business plan are
favorable to the economic viability of the proposed credit union.

2. The vreputation, character and financial experience of the
initial board of directors and supervisory committee provide assurance
that the credit union's affairs will be properly administered.

3. The share and deposit accounts of the credit union will be
insured by an insuring organization when the <credit union commences
business.

_93_



00 NOoOYOr B WN

AR A DR POLWWWWWWWWWNPRPDRNPPMNPDPNPNDNNDPNNNNRPRPRRRRRFRRFR PP
A OMNPFOOWONODAOPNNWNRPRPROWOWONOODOAODNWNROWOWONOOOGPAWNERF OO

S.B. 1463

B. On receipt of the superimtemderts DEPUTY DIRECTOR'S certificate
of approval the incorporators shall file the certificate of organization,
with the certificate of approval attached, with the corporation commission
and record a certified copy of the filing under the seal of the commission
with the county recorder of the county or counties in which the credit
union 1is to do business. On proof of the recording, the corporation
commission shall dissue a certificate of incorporation to the credit
union. The credit union shall forward a certified copy of the certificate
of incorporation showing the filing and recording to the superimtendent
DEPUTY DIRECTOR.

C. The credit union shall also file with the corporation commission
the appointment of an agent on whom service of process may be made. The
incorporators shall then be deemed a <credit wunion, incorporated in
accordance with this chapter.

D. If a certificate of approval is denied, the superimtendent
DEPUTY DIRECTOR shall notify the incorporators and set forth the reasons
for the denial.

Sec. 129. Section 6-508, Arizona Revised Statutes, 1is amended to

read:

6-508. Certificate of organization and bylaws

A. The superimtemdert DEPUTY DIRECTOR shall prepare standard forms
of the certificate of organization and bylaws, consistent with this
chapter, which may be used by credit union incorporators.

B. The board of directors may adopt proposed amendments to the
certificate of organization at a duly held meeting. The board of
directors shall submit the proposed amendments to the members for
ratification at a regular or special meeting, after which they shall be
submitted to the superimtemdent DEPUTY DIRECTOR for tis THE DEPUTY
DIRECTOR'S approval or disapproval. If approved by the superimtendemnt
DEPUTY DIRECTOR, the board of directors shall follow the procedure for
organization prescribed in section 6-507, subsection B.

C. The board of directors may adopt proposed amendments to the
bylaws at any duly held meeting by a three-fourths majority vote. After
proposed amendments have been approved, the board shall submit the
proposed amendments to the superimtemdenmt DEPUTY DIRECTOR for tfris THE
DEPUTY DIRECTOR'S approval. The amendments are effective on approval of
the superimtemdent DEPUTY DIRECTOR. At the next regular or special
meeting of the membership the board shall submit all amendments to the
bylaws to the members for ratification.

Sec. 130. Section 6-509, Arizona Revised Statutes, 1is amended to

read:

6-509. Exclusive use of name; exception

A. The name of every credit union organized under this chapter
shall include the words "credit union". A credit union shall not adopt a

_94_



00O NOoOYOrL B WN

A BRA AR PAPPOOWOWOWWWWWWWWNDNDNPDRNPPMNPDPNDMNDPNDNNNNRRRRRRRRFRR P&
OO WD PR OOWONOOOPN,WNREFRFOWOWONIOOTAODNWNREROWOWOONODOODNWNR O W

S.B. 1463

name either identical to the name of any other credit union doing business
in this state or so similar as to be misleading or cause confusion.

B. It is unlawful for any person to engage in this state in the
business of a credit union or to make use of the words "credit union" or
any other words in a manner reasonably calculated to convey the impression
that the person is engaged in the business of a credit union 1in this
state, unless the act is done by or on behalf of a person having authority
under this chapter, except an association of credit unions, or an
organization, corporation or association whose membership or ownership
consists primarily of credit unions or credit union organizations, may use
a name or title containing the words "credit union".

C. A credit wunion may <change its name only on the written
authorization of the superimterndert DEPUTY DIRECTOR.

Sec. 131. Section 6-510, Arizona Revised Statutes, is amended to

read:

6-510. Principal place of business; branch office; automated

teller machines

A. A credit union may change its principal place of business or
branch within this state with the prior approval of the superimtemndemrt
DEPUTY DIRECTOR and the payment of the fee provided in section 6-126.

B. A credit union may establish a branch office with the prior
approval of the superimtemdert DEPUTY DIRECTOR.

C. A credit wunion may establish or maintain automated teller
machines at locations other than its places of business. The credit union
must send a notification letter to the superimtemdent DEPUTY DIRECTOR at
least thirty days before the automated teller machine 1is established
pursuant to this subsection. A credit union may join through contractual
agreement with one or more other credit unions or other financial
organizations in the operation of automated teller machine networks.

D. A credit union organized under this chapter may conduct business

outsideof —this——state in other states or territories of the United States
where it is permitted ALLOWED to do so on approval of the superimtendent
DEPUTY DIRECTOR, if it is reasonably necessary to service its members.

Sec. 132. Section 6-511, Arizona Revised Statutes, is amended to

read:

6-511. Qut-of-state credit union

A. A credit union organized under the Taws of another state or
territory of the United States may conduct business as a credit union in
this state, subject to all Taws and rules governing the operation of
credit unions under this title, with the prior approval of the

superimterndent DEPUTY DIRECTOR 1if credit wunions organized under this
chapter are allowed to do business in such other state or territory under
conditions substantially similar to the provisions of this section.
Before granting approval, the superimtemdernt DEPUTY DIRECTOR must find
that the out-of-state credit union:
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1. 1Is organized under Taws substantially similar to this chapter.

2. Is financially solvent.

3. Has account insurance equivalent to that required for credit
unions organized under this chapter.

4. Is examined and supervised by a regulatory agency of the state
in which it is organized.

5. Needs to conduct business in this state to furnish services to
its members in this state.

6. Furnishes the superimtendent DEPUTY DIRECTOR with a copy of the
most recent audit or examination conducted by its regulatory agency.

B. In addition to any other powers provided by law, the

superimterndent DEPUTY DIRECTOR may revoke the approval of such a credit
union to conduct business 1in this state if the superimtemdent DEPUTY
DIRECTOR finds that the credit union no longer meets the requirements of
subsection A OF THIS SECTION or has violated the Tlaws of this state or
rules or orders issued by the superimterndernt DEPUTY DIRECTOR.

Sec. 133. Section 6-516, Arizona Revised Statutes, 1is amended to

read:

6-516. General powers

A. In addition to the powers prescribed elsewhere in this chapter
and except as prohibited by Taw, a credit union may:

1. Enter into contracts of any nature.

2. Sue or be sued.

3. Adopt, use and display a corporate seal.

4. Acquire, lease, hold, assign, pledge, hypothecate, sell,
discount or otherwise dispose of property or assets, either in whole or in
part, necessary or incidental to its operations.

5. Borrow money from any source, except that a credit union shall
obtain the prior written approval of the superimtemdert DEPUTY DIRECTOR to
borrow in excess of an aggregate of fifty per—cenmt PERCENT of its capital.

6. Purchase the assets of another credit union.

7. O0ffer financial services incidental to the business of a credit
union, including electronic fund transfers, safe deposit boxes and leasing
and correspondent arrangements with other financial institutions.

8. Hold membership in other credit unions organized under this
chapter or other laws, in the Arizona credit union Tleague or 1in other
associations and organizations controlled by or fostering the interests of
credit unions.

9. Engage in activities and programs offered by any governmental
unit that are incidental or reasonably related to credit union activities.

10. Act as fiscal agent for and receive payments on share and
deposit accounts from a governmental unit.
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11. Make contributions to any nonprofit civic, charitable or service
organizations.

B. A credit union may exercise all incidental powers that are
convenient, suitable or necessary to enable it to promote or carry out its
purposes.

C. A credit union shall not delegate the management of a credit
union or the exercise of any power set forth in this section to any person
who is not an officer, director or employee of the credit union without
the prior written approval of the suoperimtendent DEPUTY DIRECTOR. The

superimtendent DEPUTY DIRECTOR may examine the books, records and business
affairs of any person or entity to whom the credit union proposes to
delegate any such authority.

Sec. 134. Section 6-532, Arizona Revised Statutes, is amended to
read:

6-532. Election of board

A. The board shall consist of at 1least five directors, to be
elected by and from the members. Elections shall be held at the annual
meeting or in such other manner as the bylaws provide. ATl members of the
board are entitled to hold office for the terms the bylaws provide, except
that terms shall be staggered so that an approximately equal number expire
each year, over a three—year THREE-YEAR period.

B. At a meeting held within thirty days after each annual election,
the board of directors shall appoint a supervisory committee of not fewer
than three persons for such terms as the bylaws provide. At the same
meeting, the board of directors shall appoint a credit committee, unless
the bylaws provide for a credit manager in place of a credit committee.
The credit committee shall consist of not fewer than three persons whose
terms shall be as the bylaws provide. Within twenty days after the
meeting, the credit wunion shall file with the souperimtemdent DEPUTY
DIRECTOR a record of the names and addresses of the members of the board
and such other committees and officials as required by the superimtendent
DEPUTY DIRECTOR. Within sixty days of AFTER any vacancies occurring in
the board or supervisory or credit committee, the board shall fill the
vacancies 1in accordance with the bylaws. A record of the names and
addresses of members filling any vacancies on the board or the supervisory
or credit committee shall be filed with the superimtendert DEPUTY DIRECTOR
within twenty days after their appointment.

Sec. 135. Section 6-541, Arizona Revised Statutes, is amended to

read:

6-541. Audits

A. The supervisory committee shall make or cause to be made a
comprehensive annual audit of the books and affairs of the credit
union. The supervisory committee shall also make those supplementary
examinations, audits and verifications of members' accounts as it deems
necessary or as required by the superimtermdent DEPUTY DIRECTOR or the
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board of directors. The supervisory committee shall submit a report of
each annual audit to the board of directors at its next meeting, and to
the superimtendernt DEPUTY DIRECTOR, and shall include a summary of that
report to the members at the next annual meeting of the credit union.

B. The audit shall be made using generally accepted accounting
procedures and standards. Each audit at a minimum shall test the credit
union's assets, liabilities, -equity, income, expenses and internal
controls.

C. The supervisory committee shall ensure that adequate work papers
are prepared and maintained to support each audit. These work papers
shall be made available for review during examinations by the
superimtendent DEPUTY DIRECTOR.

Sec. 136. Section 6-558, Arizona Revised Statutes, 1is amended to

read:

6-558. Member account insurance

A. Before the incorporators of a «credit wunion forward the
organization documents to the superimtendermt DEPUTY DIRECTOR, as required
by section 6-506, they shall apply for insurance on share and deposit
accounts from an insuring organization.

B. The supertmtemdernt DEPUTY DIRECTOR shall not grant am—approved A
certificate of orgamizatiom APPROVAL to form a credit union unless the
proposed credit union has obtained a commitment for insurance on member
accounts.

C. A credit union may not begin operations as a credit union or
continue operations without share and deposit account insurance acceptable
to the superimtendent DEPUTY DIRECTOR.

Sec. 137. Section 6-564, Arizona Revised Statutes, 1is amended to

read:

6-564. Loans to officials

A. A credit union may make Toans to an officer, director or member
of 1its supervisory and credit committees if both of the following
conditions are met:

1. The Toan complies with all requirements of this chapter and is
not on terms more favorable than those extended to other borrowers.

2. The aggregate of Toans to all such officials, excepting those
fully secured by share or deposit accounts, does not exceed twenty per
termt PERCENT of the credit union's capital.

B. A credit union may permit ALLOW officers, directors and members
of its supervisory and credit committees to act as comakers, guarantors or
endorsers of T1loans to other members, subject to the requirements of
subsection A OF THIS SECTION.
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C. A1l applications for loans in the aggregate of twemty thousamd
dottars $20,000 or a greater amount as determined by the superimtendent
DEPUTY DIRECTOR on which an official will be either a direct obligor or an
endorser, cosigner or guarantor shall be 1initially acted on by the board
of directors as provided in the bylaws.

Sec. 138. Section 6-577, Arizona Revised Statutes, is amended to
read:

6-577. Authorized investments

A. Monies not used in loans to members may be invested in:

1. Securities, obligations or other instruments of or issued by or
fully guaranteed as to principal and interest by the United States or any
agency or instrumentality of the United States or in any trust or mutual
fund established for investing directly or collectively in the same.

2. Securities, obligations or other instruments, whose payment is
guaranteed by the general taxing authority of the issuer, of any state of
the United States or any political subdivision of a state of the United
States, and on approval of the superimtemdent DEPUTY DIRECTOR, the
District of Columbia, the Commonwealth of Puerto Rico and the several
territories organized by Congress or any political subdivision thereof.

3. Deposits of federally insured financial institutions organized
under state or federal law.

4. Loans to or share accounts or deposit accounts of other credit
unions or corporate credit unions organized under state or federal law.

5. Deposits in, loans to or shares of any federal reserve bank,
federal home Toan bank or central 1liquidity facility established under
state or federal Taw.

6. Shares, obligations or preferred stock issues of any agency or
association organized either as a stock company, mutual association or
membership corporation, if the membership or stock holdings of such agency
or association are primarily confined or restricted to credit unions or
organizations of credit unions and the purpose for which such agency or
association is organized is to service or otherwise assist credit union
operations.

7. Stocks, bonds or other obligations of corporations organized in
any state of the United States, the District of Columbia, the Commonwealth
of Puerto Rico and the several territories organized by Congress and in
securities, obligations or other instruments of any state of the United
States or any political subdivision thereof, the District of Columbia, the
Commonwealth of Puerto Rico and the several territories organized by
congress, but not in the aggregate to exceed three percent of the credit
union's capital and not to exceed one percent of the credit union's
capital 1in any one corporation's stock, bonds and obligations. These
investments are limited to the three highest ratings established by one or
more national rating services of corporate securities designated by the

superimtemdent DEPUTY DIRECTOR.
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8. Pools of participation Toans with other credit unions, credit
union organizations or other financial institutions, not to exceed five
percent of the credit union's capital.

9. Other investments as approved by the superimtendent DEPUTY
DIRECTOR.

10. Fixed assets.

B. Investments authorized under subsection A, paragraph 6 of this
section shall not exceed five percent of the credit union's capital,
without the prior written approval of the superimtemndent DEPUTY DIRECTOR.
The action of a credit union in investing monies in accordance with
subsection A, paragraph 6 of this section shall not be deemed a violation
of this section if the aggregate investments exceed the limitation of
subsection A, paragraph 6 of this section because of a subsequent
reduction in the amount of the credit union's capital.

Sec. 139. Section 6-582, Arizona Revised Statutes, is amended to

read:

6-582. Use of reqular reserve

Losses on risk assets, but not operating Tosses, shall be promptly
charged against the regular reserve when those losses occur. The credit
union shall not distribute the regular reserve except on liquidation of
the credit union or in accordance with a plan approved by the

superimtendent DEPUTY DIRECTOR.

Sec. 140. Section 6-583, Arizona Revised Statutes, 1is amended to
read:

6-583. Special reserves

In addition to the regular reserve, special reserves for Tosses
shall be established if required by rule or if the superimtendent DEPUTY
DIRECTOR or the board of directors finds it necessary. Special reserves
may include allowances for loan losses or investment losses.

Sec. 141. Section 6-584, Arizona Revised Statutes, is amended to

read:

6-584. Voluntary dissolution

A. A credit union may elect to dissolve voluntarily and terminate
its affairs in the following manner:

1. The board of directors shall adopt a resolution recommending
that the credit union be dissolved voluntarily, naming a Tliquidating agent
adequately bondable, and directing that the question of a dissolution be
submitted to a regular or special meeting of the members.

2. At a regular or special meeting called for such purpose where
the notice of such purpose is contained in the call, the affirmative vote
of a majority of the members of the credit union present shall be required
to dissolve the credit union.
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3. tpom ON the adoption of a resolution to dissolve, a statement of
intent to dissolve shall be executed in triplicate by the president or
vice-presitdent VICE PRESIDENT, and attested by its secretary, which shall
set forth:

(a) The name of the corporation.

(b) Names and addresses of the officers and directors of the
corporation.

(c) A copy of the resolution authorizing the voluntary dissolution
and the name and address of the liquidating agent.

(d) Names and addresses of the members and the amount of the shares
and Toan balances of members outstanding.

(e) A financial and statistical report as of the date the
resolution to dissolve is adopted.

B. Immediately upom ON the adoption of the resolution to dissolve,
the credit union shall furnish to the superimtemdent DEPUTY DIRECTOR
duplicate copies of the statement of intent to dissolve and the
superimterndent DEPUTY DIRECTOR shall then determine whether or not the
credit union is solvent. If it is solvent, fre THE DEPUTY DIRECTOR shall
issue to the credit union 1in quadruplicate a certificate to the effect
that this section has been complied with. The certificate shall be filed
by the credit union with the corporation commission and a duplicate copy
recorded in the office of the county recorder of the county in which the
credit union is Tlocated, whereupon the credit union shall be deemed
dissolved and shall cease carrying on business except for the purpose of
liquidation.

C. The credit union shall continue in existence for the purpose of
discharging its debts, collecting and distributing its assets and doing
all other acts required to completely dissolve the credit union, and may
sue and be sued for the purpose of enforcing such debts and obligations
until its affairs are fully terminated, but an action may not be filed by
or against such credit union more than two years after this certificate of
dissolution is recorded.

D. The credit union shall during the dissolution period furnish to
the superimtendent DEPUTY DIRECTOR regular monthly progress reports of the
affairs of the credit union until the final dissolution of the credit
union.

E. After the expiration of two years from AFTER the date of final
dissolution, the superimtemdent DEPUTY DIRECTOR may destroy all books and
records of such credit union in fris THE DEPUTY DIRECTOR'S possession.

Sec. 142. Section 6-585, Arizona Revised Statutes, 1is amended to

read:

6-585. Involuntary dissolution

A. The superimtemdernt DEPUTY DIRECTOR may forthwith take possession
and control of the business and property of any credit union to which this
chapter 1is applicable whenever f= THE DEPUTY DIRECTOR finds wpom ON
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examination or investigation that such credit union has committed one or
more of the following violations:

1. Is in violation of an order issued pursuant to section 6-137.

2. Is conducting its business in an unauthorized or unsafe manner
or in violation of the bylaws of the credit union.

3. Is insolvent.

4. Has an impairment of its capital.

5. Cannot with safety and expediency continue business.

6. Has suspended payment of its obligations.

7. Is, through its officers, refusing to submit its books, papers
and records of affairs for inspection to any examiner.

8. Is, through its officers, refusing to be examined regarding its
affairs.

9. Has been examined by its own supervisory committee and the
majority of the committee requested in writing that the superimtendernt
DEPUTY DIRECTOR take possession and control.

10. In a proceeding for voluntary dissolution has, through its
liquidating agent, failed to make reasonable progress in the liquidation
of its affairs and distribution of its assets.

B. The superimtendenrt—oupomn DEPUTY DIRECTOR ON taking possession and
control of the credit union, its business and operation, together with the
furniture, fixtures, books, records and assets of every description, shall
determine whether it is practicable and feasible to reorganize the credit
union to continue in business or merge the credit union with another
operating credit union. If the superimtendent DEPUTY DIRECTOR determines
that the credit union cannot be reorganizeds— or merged with another
operating credit union, tre THE DEPUTY DIRECTOR may permit ALLOW the credit
union to operate under tris THE DEPUTY DIRECTOR'S direction and control, or
if fre THE DEPUTY DIRECTOR determines that the credit union should be
liquidated through receivership, fre THE DEPUTY DIRECTOR shall petition the
superior court for authority to 1liquidate such credit union, and the
superior court shall immediately appoint the superimtendent DEPUTY
DIRECTOR as the receiver of the credit union without bond, and shall make
such other orders, judgments and decrees as s ARE necessary to liquidate
such credit union. The receiver shall take possession of and, for the
purpose of receivership, title to the books, records and assets of every
description of such credit union, shall proceed to collect all debts, dues
and claims belonging to it, may sell or compound all bad or doubtful debts
and may sell the real and personal property of such credit union, on such
terms as the court may direct.

C. Such receiver may sue and defend in fris THE RECEIVER'S own name
with respect to the affairs, assets, claims, debts, and choses in action
of such credit union.
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D. The receiver shall hold all records of such receivership for a
period of two years after the close of the receivership, and at the
termination of the two years, the records may then be destroyed.

E. A1l expenses of such receivership, including reasonable receiver
and attorney fees, shall be paid out of the assets of such credit union,
and all expenses of any preliminary or other examinations into the
condition of any such credit union or receivership, and all expenses
incident to and in connection with the possession and control of any
credit union office, furniture and fixtures, books, records and assets of
every description of such credit union by the receiver for the purpose of
reorganization or Tiquidation through receivership, shall be paid out of
the assets of such credit union.

F. Notwithstanding the provisions of subsections A, B, C and D of
this section, wtem IF such credit union is a federally insured state
credit union, the court shall first tender the appointment as receiver to
the national credit union administration, or any succeeding organization,
which 1is authorized to qualify and act without bond. If the national
credit union administration or succeeding organization accepts the
appointment, it shall have all of the powers, privileges and duties as
such receiver provided by the laws of this state.

Sec. 143. Section 6-586, Arizona Revised Statutes, is amended to
read:

6-586. Distribution of assets of Tiquidating credit union

If there is either a voluntary or involuntary 1liquidation of a
credit union the assets of the credit union or the proceeds from any
disposition of the assets shall be applied and distributed in the
following order:

1. Taxes owed to the United States, this state or any other
governmental unit.

2. Secured creditors up to the fair market value of their
collateral, not to exceed the amount of their debt.

3. Costs and expenses of liquidation.

4. Wages due the employees of the credit union.

5. Costs and expenses incurred by creditors 1in successfully
opposing the release of the credit union from certain debts as allowed by
the superimtendent DEPUTY DIRECTOR.

6. Debts owed to the United States or this state.

7. General creditors, secured creditors, to the extent their claims
exceed the fair market value of their collateral, and owners of deposit
accounts, to the extent the accounts are uninsured.

8. Members, to the extent of uninsured accounts, and the insuring
organization that insured the accounts of the credit union.
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Sec. 144. Section 6-587, Arizona Revised Statutes, 1is amended to
read:

6-587. Merger or consolidation of credit unions

A. Any two or more credit unions may merge or consolidate into a
single credit union. The merger or consolidation may be with a credit
union organized under the Taws of this state, the Taws of any other state
or territory of the United States or the Tlaws of the United States.

B. If two or more credit unions merge, they shall either designate
one of them as the continuing credit union or they shall structure a
totally new credit union and designate it as the new credit union. All
participating credit unions other than the continuing or new credit union
shall be designated as merging credit unions.

C. Any merger of credit unions shall be done according to a plan of
merger. After approval by the boards of directors of all participating
credit unions, the plan shall be submitted to the superimtemdernt DEPUTY
DIRECTOR for preliminary approval. If the plan includes the creation of a
new credit wunion, all documents required by section 6-506 shall be
submitted as part of the plan. In addition, each participating credit
union shall submit the following:

1. The time and place of the meeting of the board of directors at
which the plan was agreed on.

2. The vote of the directors in favor of the adoption of the plan.

3. A copy of the resolution or other action by which the plan was
agreed on.

D. The -superimtendent DEPUTY DIRECTOR shall grant preliminary
approval 1if the plan has been approved properly by each board of
directors, if the documentation required to form a new credit union, if
any, complies with section 6-506 and if the superimtemdert DEPUTY DIRECTOR
is of the opinion that the merged or continuing credit union should be
approved.

E. After the superimtendent DEPUTY DIRECTOR grants preliminary
approval, each merging credit union shall conduct a membership vote on its
participation in the plan. The credit union shall conduct the vote either
at a special membership meeting called for that purpose or by mail ballot.
If a majority of the members voting approves the plan, the credit union
shall submit a record of that fact to the superimtemdermt DEPUTY DIRECTOR
indicating the vote by which the members approved the plan and either the
time and place of the membership meeting or the mailing date and closing
date of the mail ballot.

F. The souperimtendernt DEPUTY DIRECTOR shall grant final approval of
the plan of merger after determining that the requirements of subsection E
of this section in the case of each merging credit union have been met and
if proof of insurance of accounts, as required by section 6-558, has been
furnished. The  souperimtemdert  DEPUTY DIRECTOR  shall notify all
participating credit unions of tfris THE DEPUTY DIRECTOR'S action on the
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plan. If approved, the continuing credit union shall file copies of the
certificate showing the approval of the superimtermdert DEPUTY DIRECTOR
with the corporation commission and a certified copy of the filing under
the seal of the commission recorded with the county recorder of the county
in which each credit union participating in the merger has its principal
place of business with a copy filed with the superimtendent DEPUTY
DIRECTOR. When the <copies have been filed the merged credit union
terminates as a Tlegal entity, and the continuing credit union remains and
continues in operation.

G. On final approval of the plan by the superimtendent DEPUTY
DIRECTOR, all property, property rights and members' interests in each
merging credit union vest 1in the continuing or new credit union as
applicable without deed, endorsement or other instrument of transfer, and
all debts, obligations and liabilities of each merging credit union are
deemed to have been assumed by the continuing or new credit union. The
rights and privileges of the members of each participating credit union
remain intact, except that if a person is a member of more than one of the
participating credit unions that person is entitled to only a single set
of membership rights in the continuing or new credit union.

H. If the continuing or new credit union is chartered by another
state or territory of the United States, it is subject to the requirements
of section 6-511.

I. Notwithstanding any other Tlaw, the superimtemdent DEPUTY
DIRECTOR may authorize a merger or consolidation of a credit union wirich
THAT 1is insolvent or is in danger of insolvency with any other credit
union or may authorize a credit union to purchase any of the assets or
assume any of the Tiabilities of any other credit union wihich THAT is
insolvent or in danger of insolvency if the superimtemdert DEPUTY DIRECTOR
is satisfied that:

1. An emergency requiring expeditious action exists with respect to
the other credit union.

2. Other alternatives are not reasonably available.

3. The public interest would best be served by approval of the
merger, consolidation, purchase or assumption.

Sec. 145. Section 6-588, Arizona Revised Statutes, 1is amended to

read:

6-588. Conversion of credit union

A. A credit union incorporated under the laws of this state may be
converted to a credit union organized under the laws of the United States,
or it may be converted to a credit union organized under the Tlaws of
another state if the principal office has relocated to another state or
jurisdiction, in the following manner:
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1. On recommendations of the board of directors, the members of a
credit union incorporated under the laws of this state, by an affirmative
majority vote of all members voting in a meeting called for that purpose
or by written ballot filed within fifteen days, may resolve to convert the
credit union into a federal credit union or a credit union organized under
the laws of another state.

2. Within twenty days after the meeting at which the members
determine to so convert, the <credit union shall file with the

superimtendent DEPUTY DIRECTOR a certificate verified by the affidavit of
the president or the chairman and the secretary of the credit union. The
certificate shall contain a copy of the minutes of the meeting and a
statement that the members have approved the determination to convert the
credit union into a federal credit union or a credit union organized under
the laws of another state.

3. The filing of the certificate required in paragraph 2 of this
subsection with the superimtemdent DEPUTY DIRECTOR is presumptive proof or
evidence of the holding of the meeting and the action taken.

4. After the meeting of the members, the credit union shall take
such action as is necessary under the federal law or the state law to
which it is converting as a credit union. It shall also liquidate in a
manner approved by the souperimtemdermt DEPUTY DIRECTOR any assets or
liabilities wirichr THAT are not by reason of Taw capable of being
transferred to the converted credit union. Within ten days after the
receipt of the new charter or certificate of incorporation, the credit
union shall file with the superimtenderrt DEPUTY DIRECTOR and the
corporation commission a copy of the instrument. On this filing, the
credit union ceases to be a credit union incorporated under the Taws of
this state and is converted to one under its new jurisdiction.

5. At the time the conversion becomes effective, the credit union
ceases to be supervised by this state and all of the property of the
credit union, including all of its right, title and interest in and to all
property of every kind and character, immediately by operation of Taw and
without any conveyance or transfer and without any further act or deed is
vested in the converted credit union under its new name and structure and
under its new jurisdiction.

6. The converted credit union shall have, hold and enjoy the
property prescribed in paragraph 5 of this subsection in its own right as
fully and to the same extent as the property was possessed, held and
enjoyed by it as a credit union under the Tlaws of this state. The
converted credit wunion continues to be responsible for all of the
obligations of the former credit union to the same extent as though the
conversion had not taken place. The converted credit union is merely a
continuation of the former <credit union under a new name and new
jurisdiction and the revision of its corporate structure as is necessary
for its proper operation under the new jurisdiction.
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B. A credit union organized under the laws of the United States or
of any other state may convert to a credit union incorporated under the
laws of this state in the following manner:

1. To effect such a conversion a credit union shall first comply
with all of the requirements of the jurisdiction under which it s
organized and file proof of the compliance with the superimtemdent DEPUTY
DIRECTOR.

2. The converting credit union through 1its proper officers and
officials shall sign and acknowledge in quintuplicate a certificate of
organization as required in sections 6-506 and 6-507 in which they bind
themselves to comply with the requirements of the certificate and with all
the laws and rules applicable to a state credit union. The application
for a certificate of organization 1in quintuplicate, the bylaws in
duplicate and the required charter fee and examination assessment shall be
submitted to the superimterndert DEPUTY DIRECTOR who shall make or cause to
be made an appropriate investigation for the purpose of determining the
advisability of such a conversion. On receipt of the superimtendent's
DEPUTY DIRECTOR'S certificate of organization in quadruplicate, with the
certificate of approval, the applicants shall file the certificate of
approval attached in quadruplicate with the corporation commission and
record a certified copy of the filing under the seal of the commission
with the county recorder of the county or counties in which the credit
union 1is to do business. On proof of the recording, the corporation
commission shall issue a certificate of incorporation to the credit union.
The credit union shall forward a certified copy of the certificate of
organization showing the filing and recording to the superimtendent DEPUTY
DIRECTOR. The <credit wunion shall also file with the corporation
commission the appointment of an agent on whom service of process may be
made.

3. Within ten days after the receipt of the certified copy of the
certificate of incorporation by the credit union, the credit union shall
file two certified copies of the certificate with its present supervisory
agency and a copy of the transmittal letter with the superimtendent DEPUTY
DIRECTOR.

4. On filing the certified copy of the certificate of organization
with the superimtendermt DEPUTY DIRECTOR, the converting credit wunion
ceases to be a credit union under its former jurisdiction and is a credit
union under the laws of this state. All of the property of the credit
union, including all of 1dits right, title and interest 1in and to all
property of every kind and character, immediately, by operation of Taw and
without any conveyance or transfer and without any further act or deed, is
vested in the credit union under its new name and style as a state credit
union and under its new jurisdiction.

5. The converted credit union shall have, hold and enjoy the
property prescribed in paragraph 4 of this subsection in its own right as
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fully and to the same extent as the property was possessed, held and
enjoyed by it as a credit union under its former jurisdiction and the
converted credit union continues to be responsible for all of the
obligations of the former credit union to the same extent as though
conversion had not taken place. The converted credit union is merely a
continuation of the former credit union under a new name and new
jurisdiction and the revision of its corporate structure as is considered
necessary for its proper operation under the new jurisdiction.

C. A credit union incorporated under the Taws of this state may be
converted into an association, as defined 1in section 6-401, that is
incorporated under the laws of this state or of the United States if the
credit union complies with both of the following:

1. The provisions established by the national <credit union
administration as prescribed by 12 Code of Federal Regulations part 708a.

2. Any rules that the superimtemdenmt DEPUTY DIRECTOR adopts to
implement this subsection.

Sec. 146. Section 6-595, Arizona Revised Statutes, 1is amended to

read:

6-595. Reserves

A. A corporate credit wunion shall establish and maintain a
corporate reserve in accordance with the reserve requirements of the
national credit union administration for federal corporate credit unions.

B. A corporate credit union may make charges to the corporate
reserve for Tosses on risk assets and to meet such other classes of losses
as approved by the superimtendent DEPUTY DIRECTOR. A corporate credit
union shall not distribute the corporate reserve except on Tiquidation of
the credit wunion or in accordance with a plan approved by the

superimtendent DEPUTY DIRECTOR.

Sec. 147. Section 6-601, Arizona Revised Statutes, 1is amended to
read:

6-601. Definitions

In this chapter, unless the context otherwise requires:

1. "Actuarial method"” means the method of allocating each payment
between finance charges and principal pursuant to which the payment is
applied first to finance charges computed on the wunpaid balance of
principal for the time the balance is outstanding, and the remainder of
the payment is subtracted from the unpaid principal amount.

2. "Amount financed" means the amount of credit extended to a
consumer on a consumer Tloan determined in accordance with the truth 1in
lending act.

3. "Annual percentage rate" means the measure of the cost of
credit, expressed as a yearly rate, that relates the amount and timing of
value received by the consumer to the amount and timing of payments made,
determined in accordance with the truth in lending act.
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4. "Consumer™ means an individual who obtains a consumer Tender
loan for personal, family or household purposes.
5. "Consumer Tlender"™ means a person that advertises to make or

procure, solicits or holds itself out to make or procure, or makes or
procures consumer lender loans to consumers in this state.

6. "Consumer lender loans" means consumer loans, consumer revolving
loans and home equity revolving loans.
7. "Consumer Tloan" means the direct closed end loan of money,

WHETHER UNSECURED OR SECURED BY PERSONAL OR REAL PROPERTY, in an amount of
temr—thousamd——dottars $10,000 or less that 1is subject to a finance
chargeT—For—the—purpose of determimimyg—whether—a—consumer—toam s ten
thoosamd—dottars—or—tess IN WHICH only the principal amount of the Toan
stratt—Dbe IS considered, and not any finance charges or other fees allowed
pursuant to section 6-635, FOR THE PURPOSE OF DETERMINING WHETHER THE
CONSUMER LOAN IS $10,000 OR LESS.

8. "Consumer loan rate" means the periodic rate of finance charges
that applies to the outstanding principal balance of a consumer loan and
that remains unpaid. Consumer 1loan rate does not include any prepaid
finance charges pursuant to section 6-632, subsection E or any fees
pursuant to section 6-635.

9. "Consumer revolving loan" means an open end revolving Toan that
is established pursuant to an agreement with an agreed on credit Timit
that does not exceed tem—thousamdt—dottars $10,000, that the consumer may
pay in full at any time but has the privilege of paying in installments
and that contemplates or provides that advances may be obtained from time
to time by the consumer, through checks, drafts, items, credit access
devices, orders for the payment of money, evidences of debt or similar
means, whether or not negotiable.

10. "Educational loan"™ means any loan or other aid or assistance
for the purpose of furthering the education of a consumer or a relative of
a consumer at an accredited or approved university, college, community
college, junior college, technical, vocational or professional school, or
similar institution.

11. "Finance charge" means the amount payable by a consumer
incident to or as a condition of the extension of a consumer lender loan
but does not include other fees allowed pursuant to section 6-635.

12. "Home equity revolving loan" means an open end revolving loan
that is made pursuant to an agreement with an agreed on credit 1imit that
is not more than tem—thousanmd——dotitars $10,000, that is secured by the
consumer's principal residence and that provides that advances may be
obtained from time to time by the consumer through checks, drafts, items,
credit access devices, orders for the payment of money, evidences of debt
or similar means, whether or not negotiable.

13. "License" means a license issued under the authority of this
chapter to make consumer lender loans in accordance with this chapter.
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14. "Licensee" means a person licensed pursuant to this chapter.

15. "Precomputed consumer 1loan" means a consumer Tloan that is
payable in substantially equal, consecutive monthly installments that are
applied to the unpaid balance of the principal and precomputed finance
charges combined, subject to provisions for refund or credit in the event
of prepayment and for deferral or default charges in the event of deferral
or default.

16. "Regularly engaged in the business" means either:

(a) Advertising to or any other solicitation of a resident of this
state that offers a consumer Toan and that occurs within this state.

(b) Making three or more consumer Toans within a calendar year to
residents of this state.

17. "Truth in Tending act" means title I of the consumer credit
protection act (15 United States Code sections 1601 through 1666j), as
amended, and the regulations promulgated under that act (12 Code of
Federal Regulations part 226), as amended.

Sec. 148. Section 6-602, Arizona Revised Statutes, 1is amended to
read:

6-602. Exemptions

A. This chapter does not apply to:

1. A person who does business under any other law of this state, or
any other state while regulated by a state agency of that other state, or
of the United States, relating to banks, savings banks, trust companies,
savings and Toan associations, profit sharing and pension trusts, credit
unions, insurance companies or receiverships if the consumer Tender 1loan
transactions are regulated by the other Taw or are under the jurisdiction
of a court.

2. A person who is licensed as a pawnbroker pursuant to title 44,
chapter 11, article 3 to the extent that the person's activities are
governed by that article.

3. A person who is not regularly engaged in the business of making
consumer Tender Tloans.

4. A person who is Ticensed pursuant to chapter 9 of this title to
the extent that the person's activities are governed by that chapter.

B. The requirements of this chapter do not apply to:

1. Closed end loans of more than temthousand—dottars $10,000.

2. Advances on open end revolving loans that are not secured by the
consumer's principal residence with an agreed on credit 1imit of more than
tem—thousanmd—dottars $10,000, regardless of the amount of any advances on
these revolving loans.

3. Advances on open end revolving loans that are secured by the
consumer's principal residence with an agreed on credit limit of more than
temr—thousamd—dottars $10,000, regardless of the amount of any advances on
these revolving Toans.
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4. Consumer lender Tloans that are lawfully made to nonresidents of
the state in any other state under and in accordance with a regulatory
consumer lender law similar in principle to this chapter.

5. Educational loans that are either:

(a) Made, insured or guaranteed pursuant to a program authorized by
the United States, this state or any other state.

(b) Made by a nonprofit organization that is exempt from taxation
under section 501(c)(3) of the internal revenue code to students who
attend postsecondary educational institutions in this state.

C. A CONSUMER LOAN MADE PURSUANT TO A CONSUMER LENDER LICENSE IS
NOT A SECONDARY MOTOR VEHICLE FINANCE TRANSACTION AS DEFINED IN SECTION
44-281.

Sec. 149. Section 6-603, Arizona Revised Statutes, is amended to
read:

6-603. License; contents of application; fees;

nontransferable

A. Unless exempt under section 6-602, a person, whether located in
this state or in another state, shall not engage in the business of a
consumer Tender without first being licensed as a consumer lender by the
superimtemdent DEPUTY DIRECTOR.

B. This chapter applies to any person who seeks to avoid its
application by any device, subterfuge or pretense.

C. Each applicant for a 1license shall submit an application in
writing, under oath and in the form prescribed by the superimtemdemnt
DEPUTY DIRECTOR. The superimtendent DEPUTY DIRECTOR may require as part
of an application any other information that the superimtemdermt DEPUTY
DIRECTOR deems necessary.

D. At the time of filing an application for a Tlicense, an applicant
shall pay to the superimtemdermt DEPUTY DIRECTOR the fee prescribed 1in
section 6-126.

E. Before June 30 of each year, each Ticensee may obtain a renewal
of a license by filing an application in the form prescribed by the
superimtendent DEPUTY DIRECTOR and paying the fee prescribed in section
6-126.

F. The superimtendent DEPUTY DIRECTOR may deny a 1license to a
person if the superimtemdert DEPUTY DIRECTOR finds that an applicant:

1. Is insolvent as defined in section 47-1201.

2. Has failed to demonstrate the financial responsibility,
experience, character and general fitness to command the confidence of the
public and to warrant the belief that the business will be operated
lawfully, honestly, fairly and efficiently within the purposes of this
chapter.

3. Has failed to pay the Ticense fee.
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4. Has failed to have at least twemty—five thousamdt—dottars $25,000

in assets readily available for use in the conduct of the business of each
licensed office and branch office.

G. A consumer Tender Ticense is not transferable or assignable, and
no person may acquire control of a Ticensee through stock purchase or
other device without the prior written consent of the superimtendent
DEPUTY DIRECTOR. The superimtendent DEPUTY DIRECTOR may refuse consent if
the superimtendent DEPUTY DIRECTOR finds that any of the grounds for
denial of renewal, revocation or suspension of a Ticense prescribed in
section 6-605 are applicab