FI NANCE CODE
TITLE 1. GENERAL PROVI SI ONS
CHAPTER 1. GENERAL PROVI SI ONS

Sec. 1.001. PURPCSE OF CODE. (a) This code is enacted as a
part of the state's continuing statutory revision program begun by
the Texas Legislative Council in 1963 as directed by the |egislature
in the |law codified as Section 323.007, Governnent Code. The program
contenpl ates a topic-by-topic revision of the state's general and
per manent statute | aw w thout substantive change.

(b) Consistent with the objectives of the statutory revision
program the purpose of this code is to nake the | aw enconpassed by
this code nore accessi bl e and understandabl e by:

(1) rearranging the statutes into a nore |ogical order;

(2) enploying a format and nunbering system designed to
facilitate citation of the law and to accommpdate future expansion of
t he | aw

(3) elimnating repeal ed, duplicative, unconstitutional,
expi red, executed, and other ineffective provisions; and

(4) restating the law in nodern Anerican English to the
great est extent possible.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 1.002. CONSTRUCTION OF CODE. Chapter 311, Governnent Code
(Code Construction Act), applies to the construction of each
provision in this code except as otherw se expressly provided by this
code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 1.003. REFERENCE IN LAW TO STATUTE REVI SED BY CODE. A
reference in alawto a statute or a part of a statute revised by
this code is considered to be a reference to the part of this code
that revises that statute or part of that statute.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 1.004. PREEMPTION. (a) Unless expressly authorized by
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anot her statute and except as provided by Subsection (b), a
muni ci pality or county may not adopt, enforce, or maintain an
ordi nance, order, or rule regulating conduct in a field of regul ation
that is occupied by a provision of this code. An ordi nance, order,
or rule that violates this section is void, unenforceable, and
inconsistent wwth this code.
(b) A nunicipality or county may enforce or maintain an

ordi nance, order, or rule regulating any conduct under Chapter 393
and any conduct related to a credit services organi zation, as defined
by Section 393.001 or by any other provision of this code, or a
credit access business, as defined by Section 393.601 or by any other
provision of this code, if:

(1) the nmunicipality or county adopted the ordi nance,
order, or rule before January 1, 2023; and

(2) the ordinance, order, or rule would have been valid
under the law as it existed before the date this section was enacted.

Added by Acts 2023, 88th Leg., RS., Ch. 899 (H B. 2127), Sec. 8, eff.
Septenber 1, 2028.

TI TLE 2. FI NANCI AL REGULATORY ACENCI ES
CHAPTER 11. FI NANCE COW SSI ON OF TEXAS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 11.001. DEFINITIONS. (a) The definitions provided by
Section 31.002 apply to this chapter.
(b) In this chapter, "finance agency" neans:
(1) the Texas Departnment of Banki ng;
(2) the Departnent of Savings and Mortgage Lendi ng; or
(3) the Ofice of Consumer Credit Comm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 1, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.002, eff.
Sept enber 1, 2007.

Sec. 11.002. PURPCSE OF COW SSI ON;, STRATEG C PLAN. (a) The
fi nance conm ssion is responsible for overseeing and coordi nating the
Texas Departnment of Banking, the Departnent of Savings and Mrtgage
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Lending, and the Ofice of Consumer Credit Commi ssioner and serves as
the primary point of accountability for ensuring that state
depository and lending institutions function as a system considering
t he broad scope of the financial services industry. The finance

conmm ssion is the policy-nmaking body for those finance agencies and
IS not a separate state agency. The finance comm ssion shall carry
out its functions in a manner that protects consuner interests,

mai ntai ns a safe and sound banki ng system and increases the econonic
prosperity of the state.

(b) The finance comm ssion shall prepare and periodically
update a strategic plan for coordination of the state financi al
system Each finance agency shall cooperate in preparation of the
pl an.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 2, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.003, eff.
Sept enber 1, 2007.

SUBCHAPTER B. COMPQCSI TI ON AND OPERATI ON

Sec. 11.101. APPO NTMENT; TERMS;, QATH. (a) The Finance
Comm ssion of Texas is conposed of 11 nenbers appoi nted by the
governor with the advice and consent of the senate.

(b) Menbers of the finance conm ssion serve staggered six-year
terms, with as near as possible to one-third of the nenbers' terns
expiring February 1 of each even-nunbered year.

(c) An appointnment to the finance conm ssion nust be made
wi thout regard to the race, color, age, sex, religion, disability, or
national origin of the appointee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Amended by:
Acts 2011, 82nd Leg., R S., Ch. 881 (S.B. 249), Sec. 1, eff. June
17, 2011.

Sec. 11.102. QUALIFICATIONS OF MEMBERS. (a) A nmenber of the
fi nance conm ssion nust be a registered voter of this state. Not
nore than two nenbers may be residents of the sane state senatori al
district.
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(b) Two nenbers of the finance comm ssion nmust be banki ng
executives, one nenber of the finance conm ssion nmust be a savings
executive, one nenber of the finance conm ssion nust be a consuner
credit executive, and one nenber of the finance comm ssion nust be a
residential nortgage |oan originator |icensed under Chapter 156 or
157.

(c) Six nenbers of the finance comm ssion nust be
representatives of the general public. At |east one of those nenbers
must be a certified public accountant.

(d) A person may not be a public nenber of the finance
conmi ssion if the person or the person's spouse:

(1) is registered, certified, or licensed by a regulatory
agency in an industry regulated by a finance agency;

(2) is enployed by or participates in the managenent of a
busi ness entity or other organization regulated by or receiving noney
froma finance agency;

(3) owns or controls, directly or indirectly, nore than a
10 percent interest in a business entity or other organization
regul ated by or receiving noney froma finance agency; or

(4) uses or receives a substantial amount of tangible
goods, services, or noney froma finance agency other than
conpensati on or reinbursenent authorized by |law for finance
conmmi ssi on nenbershi p, attendance, or expenses.

(e) For the purposes of this section:

(1) "Banking executive" neans a person who:

(A) has had five years' or nore executive experience in
a bank during the seven-year period preceding the person's
appoi ntnent; and

(B) is an officer of a state bank.

(2) "Savings executive" neans a person who:

(A) has had five years' or nore executive experience in
a savings association or savings bank during the seven-year period
precedi ng the person's appointnent; and

(B) is an officer of a state savings association or
savi ngs bank.

(3) "Consuner credit executive" neans a person who:

(A) has had five years' or nore executive experience in
an entity regulated by the consuner credit conm ssioner during the
seven-year period preceding the person's appointnent; and

(B) is an officer of an entity regulated by the
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consuner credit comm ssioner.
(4) "Residential nortgage |oan originator”™ means a person

who:

(A) has had five years' or nore experience as a
residential nortgage |loan originator, as defined by Section 180. 002,
during the seven-year period preceding the person's appointnent; and

(B) is a residential nortgage | oan originator, as
defined by Section 180. 002.

(f) Experience as banking comm ssioner, deputy banking
commi ssi oner, exam ner, or supervisor of examiners for a state or
federal banking regul atory agency is consi dered executive experience
in a bank for the purposes of Subsection (e)(1)(A). Experience as
savi ngs and nortgage | endi ng conm ssi oner, deputy savi ngs and
nort gage | endi ng conmi ssi oner, exam ner, or supervisor of exam ners
for a state or federal savings and | oan regul atory agency is
consi dered executive experience in a savings association or savings
bank for the purposes of Subsection (e)(2)(A).

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 3, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.004, eff.
Sept enber 1, 2007.

Acts 2011, 82nd Leg., RS., Ch. 645 (S.B. 1008), Sec. 1, eff.
June 17, 2011.

Acts 2011, 82nd Leg., RS., Ch. 645 (S.B. 1008), Sec. 2, eff.
June 17, 2011.

Acts 2011, 82nd Leg., R S., Ch

17, 2011.

881 (S.B. 249), Sec. 2, eff. June

Sec. 11.1021. CONFLICT OF INTEREST. (a) In this section,
"Texas trade association" nmeans a cooperative and voluntarily joined
associ ation of business or professional conpetitors in this state
designed to assist its nenbers and its industry or profession in
dealing with nutual business or professional problens and in
pronmoting their common interest.

(b) A person may not be a nenber of the finance conm ssion if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in an industry regulated by a finance
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agency; or
(2) the person's spouse is an officer, manager, or paid

consul tant of a Texas trade association in an industry regulated by a
fi nance agency.

(c) A person may not be a nenber of the finance conm ssion if
the person is required to register as a | obbyi st under Chapter 305,
Gover nment Code, because of the person's activities for conpensation
on behalf of a profession related to the operation of a finance
agency.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 4, eff. Sept. 1, 2001.

Sec. 11.103. REMOVAL OF MEMBERS. (a) It is a ground for

renoval fromthe finance comm ssion that a nmenber

(1) does not have at the time of taking office the
qgualifications required by Section 11.102;

(2) does not maintain during service on the finance
commi ssion the qualifications required by Section 11.102;

(3) is ineligible for menbership under Section 11.102 or
11. 1021,

(4) cannot, because of illness or disability, discharge the
menber's duties for a substantial part of the menber's term or

(5) 1is absent fromnore than half of the regularly
schedul ed fi nance comm ssion neetings that the nmenber is eligible to
attend during a cal endar year w thout an excuse approved by a
majority vote of the finance conm ssion.

(b) If the banking conm ssioner, savings and nortgage | ending
commi ssi oner, or consumer credit comm ssioner has know edge that a
potential ground for renoval exists, the banking conm ssioner,
savi ngs and nortgage | endi ng conm ssioner, or consunmer credit
commi ssioner shall notify the presiding officer of the finance
conmi ssion of the potential ground. The presiding officer shall then
notify the governor and the attorney general that a potential ground
for renoval exists. |If the potential ground for renoval involves the
presiding officer, the banking conm ssioner, savings and nortgage
| endi ng comm ssioner, or consumer credit comm ssioner shall notify
t he next highest ranking officer of the finance comm ssion, who shal
then notify the governor and the attorney general that a potenti al
ground for renoval exists.
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(c) The validity of an action of the finance conmm ssion i s not
affected by the fact that it was taken when a ground for renoval of a
menber of the finance comm ssion exi sted.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 5, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.005, eff.
Sept enber 1, 2007.

Sec. 11.104. EXPENSES AND COVPENSATI ON OF MEMBERS. A nenber of
the finance commssion is entitled to:

(1) the reinbursenent for reasonabl e and necessary expenses
incidental to travel incurred in connection with the performance of
official duties; and

(2) a per diemfor each day that the nenber engages in the
busi ness of the finance conmm ssi on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec. 28(b),
eff. Septenber 1, 2009.

Sec. 11.105. MATTER IN WH CH MEMBER HAS PERSONAL | NTEREST. A
nmenber of the finance comm ssion nmay not act or participate in the
portion of a comm ssion nmeeting during which the matter consi dered
specifically relates to an entity:

(1) of which the nenber or the nenber's spouse is an
of ficer, director, stockholder, sharehol der, or owner; or

(2) in which the nenber or the nenber's spouse has anot her
financial interest.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 1, eff.
Sept enber 1, 2007.

Sec. 11.106. MEETINGS. (a) The finance conmm ssion shall hold
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at | east six regular public nmeetings during each cal endar year on
dates set by the comm ssion.

(b) The presiding officer or three nenbers of the finance
commi ssion may call a special public neeting of the conmm ssion.

(c) The finance conmmi ssion may hold an open or cl osed speci al
nmeeting by tel ephone conference call if:

(1) imediate action is required;

(2) the convening at one | ocation of a quorum of the
finance comm ssion is difficult or inpossible;

(3) notice is given for the neeting as for other neetings;

(4) the notice specifies a location for the neeting at
whi ch the public may attend;

(5) each part of the neeting that is required to be open to
the public is audible to the public at the |ocation specified in the
notice of the neeting;, and

(6) the neeting is tape-recorded and the tape recording of
each portion of the nmeeting that is required to be open to the public
is made available to the public.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 11.107. PRESIDI NG OFFICER. (a) The governor shal
appoi nt a nmenber of the finance conm ssion as presiding officer of
the comm ssion. The presiding officer serves at the will of the
gover nor.

(b) The presiding officer shall preside at and provide for the
keepi ng of m nutes of each public neeting of the finance conmm ssion.

(c) The presiding officer may:

(1) adopt rules and procedures as the presiding officer
consi ders necessary for the orderly operation of the finance
commi ssion and for comruni cation anong the finance conm ssion, the
Texas Departnent of Banking, the Departnent of Savings and Mrtgage
Lending, and the Ofice of Consunmer Credit Conm ssioner;

(2) adopt internal procedures governing the tinme and pl ace
of neetings, the type of notice for special public neetings, the
manner in which public neetings are to be conducted, and ot her
simlar matters; and

(3) appoint commttees conposed of finance conmm ssion
menbers as the presiding officer considers necessary to carry out the
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conmi ssi on' s busi ness.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.006, eff.
Sept enber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 1, eff.
June 14, 2013.

Sec. 11.108. SUNSET PROVI SION. The finance conm ssion is
subj ect to Chapter 325, CGovernnent Code (Texas Sunset Act). Unless
continued in existence as provided by that chapter, the conmssion is
abol i shed Septenber 1, 2031.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 867, Sec. 6, eff. Sept. 1, 2001.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 1232 (S.B. 652), Sec. 2.02, eff.
June 17, 2011.

Acts 2013, 83rd Leg., RS., Ch. 1279 (H. B. 1675), Sec. 3.02, eff.
June 14, 2013.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 1, eff.
Sept enber 1, 2019.

Sec. 11.109. STANDARDS OF CONDUCT. The presiding officer of
the finance comm ssion or the presiding officer's designee shal
provide to nmenbers of the finance conm ssion, as often as necessary,
information regarding the requirenents for office under this title,
including information regarding a person's responsibilities under
applicable laws relating to standards of conduct for state officers.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 7, eff. Sept. 1, 2001.

Sec. 11.110. TRAINING (a) A person who is appointed to and
qualifies for office as a nmenber of the finance comm ssion nmay not
vote, deliberate, or be counted as a nenber in attendance at a
neeti ng of the finance comm ssion until the person conpletes a
training programthat conplies with this section
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(b) The training program nmust provide the person with

i nformation regarding:
(1) the legislation that created the finance agencies and
t he finance comm ssion;
(2) the prograns operated by the finance agenci es;
(3) the role and functions of the finance agenci es;
(4) the rules of the finance comm ssion with an enphasis on
the rules that relate to disciplinary and investigatory authority;
(5) the current budget for the finance agenci es;
(6) the results of the nost recent formal audit of the
fi nance agenci es;
(7) the requirenents of:
(A) the open neetings |law, Chapter 551, CGovernnent
Code;
(B) the public information |aw, Chapter 552, Governnent
Code;
(C© the admnistrative procedure |aw, Chapter 2001,
Gover nment Code; and
(D) other laws relating to public officials, including
conflict-of-interest laws; and
(8) any applicable ethics policies adopted by the finance
conmi ssi on or the Texas Ethics Comm ssion.

(c) A person appointed to the finance commssion is entitled to
rei mbursenment under Section 11.104, as if the person were a nenber of
the finance comm ssion, for the travel expenses incurred in attending
the training programregardl ess of whether the attendance at the
program occurs before or after the person qualifies for office.

(d) The comm ssioner of each finance agency shall create a
trai ning manual that includes the information required by Subsection
(b) applicable to that conm ssioner's agency. The comm ssioner of
each finance agency shall distribute a copy of the training manual
created under this subsection annually to each nenber of the finance
comm ssion. Each menber of the finance comm ssion shall sign and
subnmit to the appropriate comm ssioner a statenment acknow edgi ng t hat
t he menber received and has reviewed the training manual .

(e) Notw thstanding Subsection (d), the conm ssioner of each
fi nance agency may col |l aborate and jointly create one training nanual
that includes the information required by Subsection (b) applicable
to each finance agency.
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Added by Acts 2001, 77th Leg., ch. 867, Sec. 7, eff. Sept. 1, 2001.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec. 28(c),
ef f. Septenber 1, 2009.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 2, eff.
Septenber 1, 2019.

Sec. 11.111. SEPARATION OF FUNCTIONS. The finance conmm ssion
shal | devel op and inplenent policies that clearly separate the
pol i cymaki ng responsibilities of the finance comm ssion and the
managenent responsibilities of the banking comm ssioner, savings and
nort gage | endi ng comm ssi oner, and consuner credit conm ssioner and
staff of the finance agencies.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 7, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.007, eff.
Septenber 1, 2007.

Sec. 11.112. PUBLIC TESTI MONY. The finance conm ssion shal
devel op and i nplenment policies that provide the public with a
reasonabl e opportunity to appear before the finance comr ssion and to
speak on any issue under the jurisdiction of the finance agenci es.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 7, eff. Sept. 1, 2001.

Sec. 11.113. ADVISCRY COW TTEES. (a) The finance conm ssion
may appoi nt advisory comrittees to assist the finance comm ssion in
performng its duties.

(b) The finance comm ssion shall specify each conmittee's
pur pose, powers, and duties and shall require each conmttee to
report to the finance comm ssion in the nmanner specified by the
fi nance conm ssion concerning the commttee's activities and the
results of its work.

Added by Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 3, eff.
Sept enber 1, 2019.
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SUBCHAPTER C. STAFF AND EXPENSES

Sec. 11.202. HEARINGS OFFI CER AND AUDI TOR. (a) The finance
comm ssion shall direct a finance agency to enploy an internal
auditor to provide services to and facilitate comm ssion oversi ght
and control over the finance agencies.

(b) The Texas Departnment of Banking may enpl oy a hearings
officer to serve the finance agencies as determ ned by interagency
agreenent. For the purposes of Section 2003.021, Governnent Code, a
heari ngs officer enployed under this section may be retai ned under
contract to provide services on a part-tinme basis and is considered
to be an enpl oyee of each agency for which hearing services are
provided. The hearings officer's only duty under the hearings
officer's contract is to preside over nmatters related to contested
cases before a finance agency.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 8, eff. Sept. 1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 4, eff.
Sept enber 1, 2019.

Acts 2023, 88th Leg., RS., Ch. 97 (S.B. 1645), Sec. 1, eff. My
19, 2023.

Sec. 11.203. LIMTATION ON DI RECTION OF AUDI TOR. The internal
auditor reports to the finance comm ssion and is not subject to
direction by the enpl oying finance agency.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 9, eff. Sept. 1, 2001.

Sec. 11.204. SHARING OF STAFF, EQUI PMENT, AND FACI LI TI ES;
ALLOCATI ON OF COSTS. (a) The finance comm ssion shall use the
staff, equipnent, and facilities of the finance agencies to the
extent necessary to carry out the finance comm ssion's duties. To
reduce adm nistrative costs, the finance agencies shall share staff,
equi pnent, and facilities to the extent that the sharing contributes
to cost efficiency without detracting fromthe staff expertise needed
for individual areas of agency responsibility.

(b) An interagency agreenent mnust provide that the cost of
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staff used by the finance comm ssion, including the internal auditor,
is to be charged to the finance agencies in proportion to the anount
of tinme devoted to each agency's business. Al other costs of
operation of the finance conm ssion are to be shared by and i ncl uded
in the budgets of the finance agencies in proportion to the anmount of
cash recei pts of each of those agenci es.

(c) The finance commi ssion shall have charge and control of the
property known as the Finance Comm ssion Building and use of staff,
equi pnent, and facilities of the finance agencies. The Finance
Comm ssion Building refers to the property located in the city of
Austin and titled in the name of the Banking Section of the Finance
Comm ssion of Texas, as descri bed by deed recorded in Vol une 5080,
Page 1099, of the Deed Records of Travis County, Texas.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 867, Sec. 10, eff. Sept. 1, 2001.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec. 28(d),
eff. Septenber 1, 2009.

SUBCHAPTER D. POANERS AND DUTI ES
Sec. 11.301. BANKING RULES. The finance conm ssion nay adopt
banki ng rul es as provided by Section 31.003.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 11.302. SAVI NGS ASSOCI ATI ON AND SAVI NGS BANK RULES. (a)
The finance comm ssion nay adopt rules applicable to state savings
associ ations or to savings banks and may authorize state savings
associ ations and savi ngs banks to invest noney of state savings
associ ations or savings banks in any manner pernmitted for a federal
savi ngs associ ation or federal savings bank domiciled in this state.
Thi s subsection does not authorize the finance comm ssion to di m nish
or limt a right or power specifically given to state savings
associ ations or savings banks by state | aw

(b) The finance conm ssion may adopt rules to:

(1) prevent state savings associations or savings banks

from concentrating an excessive or unreasonable portion of the
resources of state savings associations or savings banks in a type or
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character of loan or security authorized by Subtitle Bor C Title 3;
and

(2) establish standards for investnments by state savings
associ ations or savings banks, including limts on the anobunt that a
state savings association or savings bank may invest in a type or
character of investnent to an anmount or percentage of the savings
association's or savings bank's assets or net worth.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 11.303. DI SCLOSURE OF CERTAI N | NFORMATI ON TO FI NANCE
COWMM SSI ON PROHI BI TED. Information regarding the financial condition
of a state savings association or savings bank obtai ned through
exam nation or otherwi se may not be disclosed to a nenber of the
fi nance conm ssion, except that the savings and nortgage | ending
commi ssi oner may disclose to the finance conmssion a file or record
pertinent to a hearing or matter pending before the conmm ssion.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.008, eff.
Septenber 1, 2007.

Sec. 11.304. CONSUMER CREDI T RULES. The finance comm ssion may
adopt rul es necessary to supervise the consunmer credit conmm ssioner
and ensure conpliance with Chapter 14 and Title 4.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 11.305. RESEARCH. (a) The consuner credit conmm ssioner
shal | establish a programto address alternatives to hi gh-cost
lending in this state. The program shall:

(1) study and report on high-cost |ending, including the
avai lability, quality, and prices of financial services offered in
this state to individual consumers in this state; and

(2) evaluate alternatives to high-cost |ending and the
practices of business entities in this state that provide financial
services to individual consunmers in this state.
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(b) The program may:

(1) apply for and receive public and private grants and
gifts to conduct the research authorized by this section;

(2) <contract with public and private entities to carry out
studi es and anal yses under this section;

(3) provide funding for pilot prograns; and

(4) nmake grants to nonprofit institutions working to
provide alternatives to high-cost | oans.

(c) Not later than Decenber 1 of each year, the consunmer credit
commi ssioner shall provide to the legislature a report detailing its
findi ngs and maki ng recomendations to inprove the availability,
quality, and prices of financial services.

(d) The Texas Departnment of Banking and the Departnent of
Savi ngs and Modrtgage Lending shall jointly conduct a continuing
review of the condition of the state banking system The revi ew nust
include a review of all available national and state econom c
forecasts and an anal ysis of changi ng banki ng practices and new
banking legislation. Periodically the departnents shall submt a
report to the finance comm ssion on the results of the review,
including information relating to the condition of the state banking
systemat the tine of the report and the predicted condition of that
systemin the future.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 2001, 77th Leg., ch. 867, Sec. 11, eff. Sept. 1, 2001; Acts
2001, 77th Leg., ch. 916, Sec. 7, eff. Sept. 1, 2001; Acts 2003,
78th Leg., ch. 211, Sec. 2.03(c), eff. June 16, 2003.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.009, eff.
Sept enber 1, 2007.

Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 1, eff.
Sept enber 1, 2019.

Sec. 11.3055. FINANCI AL SERVI CES STUDY. (a) The finance
conmi ssi on may assign the banking conm ssioner, savings and nortgage
| endi ng comm ssioner, or consunmer credit comm ssioner to conduct
research on

(1) the availability, quality, and prices of financial
services, including | ending and depository services, offered in this
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state to agricultural businesses, small businesses, and individual
consunmers in this state; and

(2) the practices of business entities in this state that
provi de financial services to agricultural businesses, small
busi nesses, and individual consuners in this state.

(b) The banki ng comm ssi oner, savings and nortgage | ending

commi ssi oner, or consumer credit conmmi ssioner may:

(1) apply for and receive public and private grants and
gifts to conduct the research authorized by this section; and

(2) <contract with public and private entities to carry out
studi es and anal yses under this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Septenmber 1, 1997.
Amended by Acts 2001, 77th Leg., ch. 867, Sec. 11, eff. Septenber 1
2001.
Renunbered from Fi nance Code Sec. 11.305(a), (b) and anended by Acts
2003, 78th Leg., ch. 211, Sec. 2.03(c), eff. June 16, 2003.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.010, eff.
Sept enber 1, 2007.

Sec. 11.306. RESIDENTI AL MORTGAGE LOAN ORI G NATI ON RULES. The
finance conm ssion may adopt residential nortgage |oan origination
rules as provided by Chapter 156.

Added by Acts 1999, 76th Leg., ch. 1254, Sec. 1, eff. Sept. 1, 1999.
Amended by Acts 2001, 77th Leg., ch. 867, Sec. 12, eff. Sept. 1
2001.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 655 (S.B. 1124), Sec. 1, eff.
Septenber 1, 2011

Sec. 11.307. RULES RELATI NG TO CONSUMER COVPLAI NTS. (a) The
fi nance conm ssion shall adopt rules applicable to each entity
regul ated by the Texas Departnent of Banking or the Departnent of
Savi ngs and Mrtgage Lendi ng specifying the manner in which the
entity provides consuners with infornmation on howto file conplaints
with the appropriate agency.

(b) The finance conm ssion shall adopt rules applicable to each
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entity regul ated by a finance agency requiring the entity to include
information on howto file conplaints with the appropriate agency in
each privacy notice that the entity is required to provi de consuners
under law, including Pub. L. No. 106-102.

Added by Acts 2001, 77th Leg., ch. 867, Sec. 13, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.011, eff.
Sept enber 1, 2007.

Sec. 11.308. | NTERPRETATI ON OF HOVE EQUI TY LENDI NG LAW The
fi nance comm ssion may, on request of an interested person or on its
own notion, issue interpretations of Sections 50(a)(5)-(7), (e)-(p),
(t), and (u), Article XVlI, Texas Constitution. An interpretation
under this section is subject to Chapter 2001, Governnent Code, and
is applicable to all lenders authorized to make extensions of credit
under Section 50(a)(6), Article XVI, Texas Constitution, except
| enders regulated by the Credit Union Conm ssion. The finance
commi ssion and the Credit Union Conm ssion shall attenpt to adopt
interpretations that are as consistent as feasible or shall state
justification for any inconsistency.

Acts 2003, 78th Leg., ch. 1207, Sec. 1, eff. Sept. 13, 2003.

Sec. 11.309. RULES RELATI NG TO CHECK VERI FI CATI ON ENTI TI ES
(a) In this section, "check verification entity" and "financi al
institution" have the neani ngs assi gned by Section 523. 052, Busi ness
& Conmer ce Code.
(b) The finance comm ssion shall adopt rules:
(1) requiring a check verification entity to register with
t he banki ng comm ssi oner:
(A) at the intervals the finance conmm ssion determ nes,
but not less frequently than annually; and
(B) by providing to the banking comm ssioner the
information that the finance conm ssion determ nes i s necessary to
enable a financial institution or a check verification entity to
conply with the requirenents of Section 523.052, Business & Commerce
Code;
(2) authorizing the banking conm ssioner to charge a check
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verification entity a reasonable annual fee, not to exceed $100, to
regi ster with the conm ssioner; and
(3) requiring the banking comm ssioner to establish an

el ectronic notification system through secure e-nail or another
secure system to be used by a financial institution to notify check
verification entities as required by Section 523.052, Business &
Commer ce Code.

(c) The finance conmm ssion nmay not inpose a duty on the banking
conmmi ssi oner under Subsection (b)(3) to verify the validity or
conpl eteness of information transmtted through the el ectronic
notification system

(d) The banking conm ssioner may solicit and accept gifts,
grants, and donations frompublic and private entities to establish
and rmaintain the secure notification system

Added by Acts 2007, 80th Leg., R S., Ch. 1044 (H B. 2002), Sec. 2,
ef f. Septenber 1, 2007.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 87 (S.B. 1969), Sec. 10.001, eff.
Sept enber 1, 2009.

CHAPTER 12. TEXAS DEPARTMENT OF BANKI NG
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 12.001. DEFINITIONS. The definitions provided by Section
31.002 apply to this chapter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER B. OPERATI ON OF DEPARTMENT

Sec. 12.101. BANKING COMW SSI ONER. (a) The banki ng
commi ssioner is the chief executive officer of the Texas Depart nment
of Banking. The finance conm ssion shall appoint the banking
comm ssioner. The banking comm ssioner serves at the will of the
finance conm ssion and is subject to the finance conm ssion's orders
and directions.

(b) The banki ng conm ssioner nmust have not |ess than seven
years' experience in banking or bank supervision.

(c) The finance conmmi ssion shall set the conpensation of the
banki ng comm ssioner. The conpensation shall be paid from noney of
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t he departnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 867, Sec. 14, eff. Sept. 1, 2001.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 367 (H B. 3536), Sec. 1, eff.
Septenber 1, 2015.

Sec. 12.102. DEPUTY BANKI NG COMM SSI ONERS. (a) The banking
commi ssi oner shall appoint one or nore deputy banking conm ssioners
as necessary to the efficient operation of the departnent. The
banki ng comm ssi oner shall prescribe the qualifications and duties of
a deputy banki ng comm ssi oner.

(b) During the banking comm ssioner's absence or inability to
serve, a deputy banking comm ssioner has the powers and shall perform
t he duties of the banking conm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 1.01, eff. Sept. 1, 2001.

Sec. 12.104. OATH OF OFFICE. Before assum ng the duties of

of fice, each deputy banki ng comm ssi oner, exam ner, assi stant
exam ner, conservator, supervisor, and special agent, and each other
of ficer or enployee specified by the banking conm ssioner, nust take
an oath of office to:

(1) discharge faithfully the duties assigned; and

(2) uphold the constitution and | aws of this state and of
the United States.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 1.02, eff. Sept. 1, 2001.

Sec. 12.105. FEES, REVENUE, AND EXPENSES; AUDIT. (a) The
fi nance conm ssion shall establish reasonable and necessary fees for
the adm nistration of this chapter, Chapter 11, Chapter 13, and
Subtitle A Title 3.

(b) The costs of an audit of the departnent under Chapter 321,
Governnent Code, shall be paid to the state auditor fromthe noney of
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t he departnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 12.106. LIABILITY. (a) The banking conm ssioner, a
menber of the finance comm ssion, a deputy banking conm ssioner, an
exam ner, assistant exam ner, supervisor, conservator, agent, or
ot her officer or enployee of the departnent, or an agent of the
banki ng comm ssioner is not personally liable for damages ari sing
fromthe person's official act or om ssion unless the act or om ssion
is corrupt or malicious.

(b) The attorney general shall defend an action brought agai nst
a person because of an official act or om ssion under Subsection (a)
regardl ess of whether the defendant has term nated service with the
departnment before the action commences.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 1.03, eff. Sept. 1, 2001.

Sec. 12.107. CONFLICT OF INTEREST. (a) In this section,
"Texas trade association” nmeans a cooperative and voluntarily joined
associ ation of business or professional conpetitors in this state
t hat :

(1) is primarily designed to assist its nmenbers and its
i ndustry or profession in dealing with mutual business or
pr of essi onal problens and in pronoting their common interest; and

(2) includes business and professional conpetitors |ocated
inthis state anong its nenbers.

(b) A person may not be a departnent enpl oyee if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in an industry regul ated by the
departnent; or

(2) the person's spouse is an officer, manager, or paid
consul tant of a Texas trade association in an industry regul ated by
t he departnent.

(c) A person may not act as the general counsel to the
departnment if the person is required to register as a | obbyi st under
Chapter 305, Governnent Code, because of the person's activities for
conpensati on on behalf of a profession related to the operation of
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t he departnent.
(d) A departnment enployee nmay not:

(1) purchase an asset owned by a person regul ated by the
department in the possession of the banking comm ssioner or other
recei ver for purposes of |iquidation, unless the asset is purchased
at public auction or with the approval of the receivership court;

(2) except as provided by Subsection (e), becone directly
or indirectly indebted to a person regul ated by the departnent;

(3) except as provided by Subsection (f), becone directly
or indirectly financially interested in a person regul ated by the
departnent; or

(4) obtain a product or service froma person regul ated by
the departnent, or an affiliate of a person regulated by the
departnent, on terns or rates that are nore favorable to the enpl oyee
than those prevailing at the tinme for conparable transactions with or
involving other simlarly situated consuners.

(e) Subject to Subsection (d)(4) and except as ot herw se
provi ded by enpl oynent policies adopted by the banki ng comm ssi oner,
Subsection (d)(2) does not prohibit indebtedness of:

(1) a clerical or admnistrative enployee to a person
regul ated by the departnent, if the enpl oyee does not exercise
di scretionary decision-nmaking authority with respect to the person;
or

(2) an enployee of the departnent, other than a clerical or
adm ni strative enployee, if the indebtedness was perm ssi bl e when
i ncurred and becane prohibited i ndebt edness under Subsection (d)(2)
as a result of enploynent by the departnent or a circunstance over
whi ch t he enpl oyee has no control, including a merger, acquisition,
purchase or sale of assets, or assunption of liabilities involving a
regul ated person, if the enpl oyee:

(A) repays the indebtedness; or
(B) does not knowingly participate in or consider any
matter concerning the person to whomthe enployee is indebted.
(f) Except as otherw se provided by enploynment policies adopted
by the banki ng conm ssioner, Subsection (d)(3) does not prohibit a
financial interest of an enployee of the departnent sol ely because:

(1) the enployee owns publicly traded shares of a
regi stered investnent conpany (nutual fund) that owns publicly traded
equity securities issued by a person regul ated by the departnent; or

(2) the spouse of or other person related to the enpl oyee
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is enpl oyed by a person regul ated by the departnment and receives
equity securities of the person through participation in an enpl oyee
benefit plan, including an enpl oyee stock option, bonus, or ownership
plan, if:

(A) the sole purpose of the plan is to conpensate
enpl oyees with an ownership interest in the person for services
rendered; and

(B) the enpl oyee does not knowi ngly participate in or
consi der any matter concerning the person until the spouse or other
rel ated person no | onger owns equity securities issued by the person.

(g) The banki ng conmm ssioner may adopt enploynent policies
relating to this section, including policies to:

(1) require enployees to notify the departnment of possible
conflicts of interest;

(2) specify the manner or extent of required recusal;

(3) define the circunmstances under which adverse enpl oynent
action may be taken; and

(4) inpose nore restrictive requirenents on senior officers
of the departnment for whomrecusal is not viable or consistent with
t he prudent exercise of the departnment's responsibilities.

(h) The finance conmm ssion nmay adopt rules to admnister this
section, including rules to:

(1) codify enploynent policies of the banking conm ssioner
adopt ed under Subsection (Qg);

(2) define or further define terns used by this section;
and

(3) establish limts, requirenents, or exenptions other
t han those specified by this section, except that an exenpted
enpl oyee nmust be recused from participation in or consideration of
all regulatory matters specifically concerning the person to whomthe
exenpt ed i ndebt edness is owed or the financial interest rel ates.

(i) Before the 11th day after the date on which an enpl oyee
begi ns enpl oynent with the departnent, the enpl oyee shall read the
conflict-of-interest statutes, rules, and policies applicable to
enpl oyees of the departnent and sign a notarized affidavit stating
that the enpl oyee has read those statutes, rules, and policies.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 699, Sec. 1, eff. Sept. 1, 2001; Acts
2001, 77th Leg., ch. 412, Sec. 1.04, eff. Sept. 1, 2001; Acts 2003,
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78th Leg., ch. 1276, Sec. 8.001, eff. Sept. 1, 2003.

Sec. 12.108. CONSUMER | NFORVATI ON AND COVPLAI NTS. (a) The
departnent shall maintain a systemto pronptly and efficiently act on
conplaints filed with the departnent. The departnent shall maintain
i nformati on about parties to the conplaint, the subject matter of the
conplaint, a summary of the results of the review or investigation of
the conplaint, and its disposition.

(b) The departnent shall make information avail abl e descri bing
its procedures for conplaint investigation and resol ution.

(c) The departnment shall periodically notify the conplaint
parties of the status of the conplaint until final disposition

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 699, Sec. 2, eff. Sept. 1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 5, eff.
Septenber 1, 2019.

Sec. 12.1085. FINANCI AL LI TERACY PROGRAM (a) The depart nment
shall seek to inprove the financial |iteracy and education of persons
in this state and to encourage access to mai nstream fi nanci al
products and services by persons who have not previously participated
in the conventional finance system by:

(1) coordinating, encouraging, and aiding banks in the
devel opnment and pronotion of financial literacy and education
prograns and community outreach;

(2) serving as a clearinghouse of information about

financial literacy and educati on prograns;

(3) creating and naintaining a resource bank of materials
pertaining to financial literacy; and

(4) pronmoting replication of best practices and exenpl ary
prograns that foster financial |iteracy and educati on.

(b) The departnment nmay solicit and accept a gift, grant, or
donation from any source, including a foundation, private entity,
governmental entity, or institution of higher education, to assist in
the inplenentation of this section.

Added by Acts 2007, 80th Leg., R S., Ch. 110 (H B. 2007), Sec. 1, eff.
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Sept enber 1, 2007.

Sec. 12.109. SUNSET PROVI SION. The office of banking
conmi ssioner is subject to Chapter 325, Governnent Code (Texas Sunset
Act). Unless continued in existence as provided by that chapter, the
of fice is abolished Septenber 1, 2031.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 699, Sec. 3, eff. Sept. 1, 2001.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 1232 (S.B. 652), Sec. 2.03, eff.
June 17, 2011.

Acts 2013, 83rd Leg., RS., Ch. 1279 (H. B. 1675), Sec. 3.03, eff.
June 14, 2013.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 6, eff.
Sept enber 1, 2019.

Sec. 12.111. STANDARDS OF CONDUCT. The banki ng conm ssi oner or
t he banki ng comm ssioner's desi gnee shall provide to agency
enpl oyees, as often as necessary, information regarding the
requi renents for office or enploynment under this chapter, including
information regarding a person's responsibilities under applicable
laws relating to standards of conduct for state officers or
enpl oyees.

Added by Acts 2001, 77th Leg., ch. 699, Sec. 4, eff. Sept. 1, 2001.

Sec. 12.112. EQUAL EMPLOYMENT OPPORTUNI TY POLICY. (a) The
banki ng conm ssi oner or the banking comm ssioner's desi gnee shal
prepare and maintain a witten policy statenment that inplenents a
program of equal enploynment opportunity to ensure that all personnel
deci sions are nmade without regard to race, color, disability, sex,
religion, age, or national origin.

(b) The policy statenent nust include:

(1) personnel policies, including policies relating to
recrui tnment, evaluation, selection, training, and pronotion of
personnel, that show the intent of the departnment to avoid the
unl awf ul enpl oynent practices descri bed by Chapter 21, Labor Code;
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and

(2) an analysis of the extent to which the conposition of
the departnent's personnel is in accordance with state and federal
| aw and a description of reasonable nethods to achi eve conpli ance
with state and federal |aw.

(c) The policy statenent nust:

(1) be updated annually;

(2) be reviewed by the state Conmm ssion on Human Rights for
conpliance with Subsection (b)(1); and

(3) be filed with the governor's office.

Added by Acts 2001, 77th Leg., ch. 699, Sec. 4, eff. Sept. 1, 2001.

Sec. 12.113. ALTERNATI VE RULEMAKI NG AND DI SPUTE RESOLUTI ON.
(a) The finance conmm ssion by rule shall develop a policy to
encour age the use of:
(1) negotiated rul emaki ng procedures under Chapter 2008,
Gover nment Code, for the adoption of rules by the finance conm ssion
applicable to the departnent; and
(2) appropriate alternative dispute resolution procedures
under Chapter 2009, CGovernnment Code, to assist in the resolution of
internal and external disputes under the departnent's jurisdiction
(b) The procedures applicable to the departnment relating to
alternative dispute resolution nmust conform to the extent possible,
to any nodel guidelines issued by the State Ofice of Admi nistrative
Hearings for the use of alternative dispute resolution by state
agenci es.
(c) The departnent shall:
(1) <coordinate the inplenentation of the policy adopted
under Subsection (a);
(2) provide training as needed to inplenent the procedures
for negotiated rul emaking or alternative dispute resolution; and
(3) collect data concerning the effectiveness of those
pr ocedur es.

Added by Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 7, eff.
Septenber 1, 2019.

Sec. 12.114. ADVISORY COW TTEES. (a) The banking
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commi ssi oner may appoi nt advisory conmittees to assist the departnent
and banki ng conmi ssioner in performng their duties.

(b) The banki ng conm ssioner shall specify each commttee's
pur pose, powers, and duties and shall require each conmttee to
report to the banking comm ssioner or department in the manner
speci fied by the banking conmm ssioner concerning the conmttee's
activities and the results of its work.

Added by Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 7, eff.
Septenber 1, 2019.

CHAPTER 13. DEPARTMENT OF SAVI NGS AND MORTGAGE LENDI NG
Sec. 13.001. DEFINITIONS. The definitions provided by Section
31.002 apply to this chapter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 13.0015. NAME CHANGES. (a) The Savings and Loan
Departnent is renaned the Departnent of Savings and Mortgage Lendi ng
and the savings and | oan conm ssioner is renaned the savings and
nort gage | endi ng comm ssi oner.

(b) A reference in a statute or rule to the Savings and Loan
Departnment neans the Departnment of Savings and Mrtgage Lendi ng.

(c) Areference in a statute or rule to the savings and | oan
comi ssi oner means the savings and nortgage | endi ng conm ssi oner.

Added by Acts 2005, 79th Leg., Ch. 1018 (H. B. 955), Sec. 3.02, eff.
Septenber 1, 2005.

Sec. 13.002. SAVI NGS AND MORTGAGE LENDI NG COW SSI ONER.  (a)
The savi ngs and nortgage | endi ng comm ssioner is the chief executive
of ficer of the Department of Savings and Mrtgage Lending. The
finance conm ssion shall appoint the savings and nortgage | ending
commi ssioner. The savings and nortgage | endi ng comm ssi oner serves
at the will of the finance comm ssion and is subject to the finance
conm ssion's orders and direction.

(b) The savings and nortgage | ending conm ssi oner nust have not
| ess than five years' experience in the executive managenent of a
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savi ngs associ ation or savings bank or in savings association or
savi ngs bank supervision during the 10 years preceding the
conmi ssi oner's appoi nt ment.

(c) The finance commi ssion shall set the conpensation of the
savi ngs and nortgage | endi ng comm ssioner. The conpensation shall be
paid from nmoney of the Departnent of Savings and Mrtgage Lendi ng.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 15, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.013, eff.
Sept enber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 464 (S.B. 1008), Sec. 1, eff.
Sept enber 1, 2013.

Acts 2015, 84th Leg., R S., Ch. 367 (H B. 3536), Sec. 2, eff.
Septenber 1, 2015.

Sec. 13.003. DEPUTY COW SSI ONERS. (a) The savings and
nort gage | endi ng commi ssi oner shall appoint one or nore deputy
savi ngs and nortgage | endi ng conm ssi oners.

(b) One deputy savings and nortgage | ending comm ssi oner nust
have the qualifications required of the savings and nortgage | endi ng
conmi ssioner. During the savings and nortgage | ending comm ssioner's
absence or inability to serve, that deputy savings and nortgage
| endi ng comm ssi oner has the powers and shall performthe duties of
t he savi ngs and nortgage | endi ng com ssi oner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.014, eff.
Septenber 1, 2007.

Sec. 13.004. EXAM NERS. The savings and nortgage | endi ng
commi ssi oner shall appoint savings associ ati on and savi ngs bank
exam ners.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:
Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.015, eff.
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Sept enber 1, 2007.

Sec. 13.006. OATH OF OFFICE. Before assunming the duties of
of fice, each deputy savings and nortgage | endi ng comm ssi oner,
exam ner, assistant exam ner, conservator, supervisor, and speci al
agent and each other officer or enployee specified by the savings and
nort gage | endi ng comm ssi oner nust take an oath of office to
di scharge faithfully the duties assigned and uphold the constitution
and laws of this state and the United States.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.017, eff.
Sept enber 1, 2007.

Sec. 13.007. GENERAL POVNERS AND DUTIES OF COMWM SSI ONER. The

savi ngs and nortgage | endi ng conm ssi oner shall:

(1) supervise and regul ate the organi zati on, operation, and
I iquidation of state savings associations, as provided by Subtitle B
Title 3, and state savings banks, as provided by Subtitle C, Title 3;
and

(2) enforce those subtitles personally or through a deputy
savi ngs and nortgage | endi ng conm ssi oner, exam ner, supervisor,
conservator, or other agent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.018, eff.
Sept enber 1, 2007.

Sec. 13.009. CONFLICTS OF LAW If this chapter conflicts with
Subtitle Bor C Title 3, this chapter controls.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 13.010. CONFLICTS OF INTEREST. (a) In this section,
"Texas trade association" nmeans a cooperative and voluntarily joined
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associ ation of business or professional conpetitors in this state
designed to assist its nmenbers and its industry or profession in
dealing with nutual business or professional problens and in
pronoting their conmon interest.

(b) A person may not be a Departnent of Savings and Mrtgage
Lendi ng enpl oyee enployed in a "bona fide executive, admnistrative,
or professional capacity,” as that phrase is used for purposes of
establishing an exenption to the overtinme provisions of the federal
Fai r Labor Standards Act of 1938 (29 U S.C. Section 201 et seq.), and
its subsequent anendnents, if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in a field regul ated by the Departnent
of Savings and Mortgage Lendi ng; or

(2) the person's spouse is an officer, manager, or paid
consul tant of a Texas trade association in a field regulated by the
Depart ment of Savings and Mortgage Lendi ng.

(c) A person may not act as the general counsel to the
Depart ment of Savings and Mortgage Lending if the person is required
to register as a | obbyi st under Chapter 305, Governnent Code, because
of the person's activities for conpensation on behalf of a profession
related to the operation of the Departnment of Savings and Mortgage
Lendi ng.

(d) Before the 11th day after the date on which an enpl oyee
begi ns enpl oyment with the Departnent of Savings and Mrtgage
Lendi ng, the enployee shall read the conflict-of-interest statutes
applicable to enpl oyees of the Departnment of Savings and Mortgage
Lending and sign a notarized affidavit stating that the enpl oyee has
read those statutes.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 337, Sec. 1, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.020, eff.
Septenber 1, 2007.

Sec. 13.011. CONSUMER | NFORMATI ON AND COVPLAI NTS. (a) The
Depart ment of Savings and Mortgage Lending shall maintain a systemto
pronptly and efficiently act on conplaints filed with that
departnment. The Departnent of Savings and Mrtgage Lendi ng shal

Statute text rendered on: 10/6/2023 - 29 -


http://www.legis.state.tx.us/tlodocs/80R/billtext/html/HB03167F.HTM

FI NANCE CODE

mai ntai n i nformati on about parties to the conplaint, the subject
matter of the conplaint, a sunmary of the results of the review or
investigation of the conplaint, and its disposition.

(b) The Departnent of Savings and Mortgage Lendi ng shall nmake
i nformation avail abl e describing its procedures for conplaint
i nvestigation and resol ution.

(c) The Departnent of Savings and Mortgage Lendi ng shal
periodically notify the conplaint parties of the status of the
conplaint until final disposition.

(d) Repealed by Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614),
Sec. 47(1), eff. Septenmber 1, 2019.

(e) Repealed by Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614),
Sec. 47(1), eff. Septenmber 1, 2019.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 337, Sec. 2, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.021, eff.
Septenber 1, 2007.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 8, eff.
Sept enber 1, 2019.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 47(1), eff.
Sept enber 1, 2019.

Sec. 13.012. SUNSET PROVISION. The office of savings and
nort gage | endi ng conmm ssi oner and the Departnent of Savings and
Mort gage Lendi ng are subject to Chapter 325, CGovernnent Code (Texas
Sunset Act). Unless continued in existence as provided by that
chapter, the office and departnent are abolished Septenber 1, 2031.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 337, Sec. 3, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.022, eff.
Sept enber 1, 2007.

Acts 2011, 82nd Leg., R S., Ch. 1232 (S.B. 652), Sec. 2.04, eff.
June 17, 2011.

Acts 2013, 83rd Leg., RS., Ch. 1279 (H. B. 1675), Sec. 3.04, eff.
June 14, 2013.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 9, eff.
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Sept enber 1, 2019.

Sec. 13.013. STANDARDS OF CONDUCT. The savings and nortgage
| endi ng comm ssioner or the savings and nortgage |ending
conmi ssioner's designee shall provide to agency enpl oyees, as often
as necessary, information regarding the requirenents for office or
enpl oynent under this chapter, including information regarding a
person's responsibilities under applicable laws relating to standards
of conduct for state officers or enployees.

Added by Acts 2001, 77th Leg., ch. 337, Sec. 4, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 921 (H B. 3167), Sec. 6.023, eff.
Sept enber 1, 2007.

Sec. 13.014. EQUAL EMPLOYMENT OPPORTUNI TY POLICY. (a) The
savi ngs and nortgage | endi ng comm ssioner or the savings and nortgage
| endi ng comm ssioner's designee shall prepare and nmaintain a witten
policy statenment that inplenents a program of equal enploynent
opportunity to ensure that all personnel decisions are nade w t hout
regard to race, color, disability, sex, religion, age, or nationa
origin.

(b) The policy statenent nust include:

(1) personnel policies, including policies relating to
recrui tment, evaluation, selection, training, and pronotion of
personnel, that show the intent of the Departnent of Savings and
Mort gage Lending to avoid the unl awmful enploynment practices described
by Chapter 21, Labor Code; and

(2) an analysis of the extent to which the conposition of
t he Departnent of Savings and Mrtgage Lendi ng personnel is in
accordance with state and federal |aw and a description of reasonable
met hods to achi eve conpliance with state and federal |aw

(c) The policy statenment mnust:

(1) be updated annually;

(2) be reviewed by the state Comm ssion on Human Ri ghts for
conpliance with Subsection (b)(1); and

(3) be filed with the governor's office.

Added by Acts 2001, 77th Leg., ch. 337, Sec. 4, eff. Sept. 1, 2001.
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Amended by:
Acts 2007, 80th Leg., RS., Ch. 921 (H B. 3167), Sec. 6.024, eff.
Septenber 1, 2007.

Sec. 13.016. RECOVERY FUND. (a) Except as provided by
Subchapter G Chapter 156, the savings and nortgage | ending
conmi ssi oner shall establish, adm nister, and maintain one recovery
fund for the purposes of Chapters 156 and 157. The recovery fund
shal | be adm ni stered and mai ntai ned under Subchapter F, Chapter 156.

(b) The savings and nortgage | ending comm ssioner's authority
under this section includes the authority to enforce disciplinary
action as provided by Chapters 156 and 157 for a person's failure to
conply with the applicable provisions of those chapters relating to
the recovery fund and wth applicable rul es adopted under those
chapters.

Added by Acts 2011, 82nd Leg., R S., Ch. 655 (S.B. 1124), Sec. 2, eff.
Septenber 1, 2011
Amended by:

Acts 2021, 87th Leg., RS., Ch. 929 (H. B. 3617), Sec. 1, eff.
Septenber 1, 2021.

Sec. 13.017. ALTERNATI VE RULEMAKI NG AND DI SPUTE RESOLUTI ON.

(a) The finance commi ssion by rule shall develop a policy to
encour age the use of:

(1) negotiated rul emaki ng procedures under Chapter 2008,
Gover nment Code, for the adoption of rules by the finance conm ssion
applicable to the Departnent of Savings and Mortgage Lendi ng; and

(2) appropriate alternative dispute resolution procedures
under Chapter 2009, Government Code, to assist in the resolution of
internal and external disputes under the Departnent of Savings and
Mort gage Lending's jurisdiction.

(b) The procedures applicable to the Departnent of Savings and
Mortgage Lending relating to alternative dispute resol ution nust
conform to the extent possible, to any nodel guidelines issued by
the State Ofice of Adm nistrative Hearings for the use of
alternative dispute resolution by state agenci es.

(c) The Departnment of Savings and Mortgage Lending shall:
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(1) coordinate the inplenentation of the policy adopted
under Subsection (a);

(2) provide training as needed to inplenent the procedures
for negotiated rul enaking or alternative dispute resolution; and

(3) collect data concerning the effectiveness of those
pr ocedur es.

Added by Acts 2019, 86th Leg., R S., Ch. 20 (S.B. 614), Sec. 10, eff.
Septenber 1, 2019.

Sec. 13.018. ADVI SORY COW TTEES. (a) The savings and
nort gage | endi ng conm ssi oner may appoi nt advisory commttees to
assi st the Departnment of Savings and Mdrtgage Lending and savi ngs and
nort gage | endi ng comm ssioner in performng their duties.

(b) The savings and nortgage | endi ng conm ssioner shall specify
each comm ttee's purpose, powers, and duties and shall require each
commttee to report to the savings and nortgage | ending conm ssioner
or Departnment of Savings and Mortgage Lending in the manner specified
by the savings and nortgage | ending conm ssioner concerning the
conmittee's activities and the results of its work.

Added by Acts 2019, 86th Leg., R S., Ch. 20 (S.B. 614), Sec. 10, eff.
Sept enber 1, 2019.

CHAPTER 14. CONSUMER CREDI T COWM SSI ONER
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 14.001. DEFINITIONS. (a) In this chapter:
(1) "Docurent" includes books, accounts, correspondence,
records, and papers.
(2) "Ofice" nmeans the Ofice of Consunmer Credit
Comm ssi oner .
(b) The definitions provided by Section 341.001 apply to this
chapter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER B. OPERATI ON COF OFFI CE
Sec. 14.051. CONSUMER CREDIT COW SSIONER.  (a) The finance
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commi ssi on shall appoint the comm ssioner.
(b) The comm ssi oner:
(1) serves at the wll of the comm ssion; and
(2) 1is subject to orders and directions of the comm ssion.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 867, Sec. 17, eff. Sept. 1, 2001l.

Sec. 14.052. DI VISION OF CONSUMER PROTECTI ON. The di vi sion of
consuner protection is a division in the office and is under the
direction of the comm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.054. OATH OF OFFICE. Before assum ng the duties of
of fice, the conm ssioner and each assi stant commi ssioner, exam ner,
and ot her enpl oyee of the office nmust take an oath of office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2003, 78th Leg., ch. 285, Sec. 7, eff. Sept. 1, 2003.

Sec. 14.055. LIABILITY. (a) The conm ssioner or an assistant
conmi ssi oner, exam ner, or other enployee of the office is not
personally liable for damages arising fromthe person's official act
or om ssion unless the act or om ssion is corrupt or malicious.

(b) The attorney general shall defend an action brought agai nst
a person because of an official act or om ssion under Subsection (a)
regardl ess of whether the person has term nated service with the
of fice when the action is instituted.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.056. CONFLICT OF INTEREST. (a) In this section,
"Texas trade association” nmeans a cooperative and voluntarily joined
associ ation of business or professional conpetitors in this state
designed to assist its nenbers and its industry or profession in
dealing with nmutual business or professional problens and in
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pronoting their conmon interest.

(b) A person may not be an enployee of the office enployed in a
"bona fide executive, adm nistrative, or professional capacity," as
that phrase is used for purposes of establishing an exenption to the
overtinme provisions of the federal Fair Labor Standards Act of 1938
(29 U . S.C. Section 201 et seq.), and its subsequent anmendnents, if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in an industry regul ated by the office;
or

(2) the person's spouse is an officer, nanager, or paid
consultant of a Texas trade association in an industry regul ated by
the office.

(c) A person may not act as the general counsel to the office
if the person is required to register as a | obbyist under Chapter
305, Governnent Code, because of the person's activities for
conpensati on on behalf of a profession related to the operation of
the office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1235, Sec. 1, eff. Sept. 1, 2001.

Sec. 14.057. PERFORMANCE EVALUATIONS; MERIT PAY. (a) The
conmi ssi oner or a person designated by the conm ssioner shall devel op
a system of annual enpl oyee perfornmance eval uati ons based on
nmeasur abl e j ob tasks.

(b) Merit pay for enployees of the office nmust be based on the
system est abl i shed under this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.058. EQUAL EMPLOYMENT OPPORTUNITY. (a) The
conmi ssi oner or the comm ssioner's designee shall prepare and
maintain a witten policy statenent that inplenents a program of
equal enpl oynent opportunity to ensure that all personnel decisions
are made without regard to race, color, disability, sex, religion
age, or national origin.

(b) The policy statenment mnust include:

(1) personnel policies, including policies relating to
recrui tment, evaluation, selection, training, and pronotion of
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personnel, that show the intent of the office to avoid the unlawf ul
enpl oynment practices descri bed by Chapter 21, Labor Code; and

(2) an analysis of the extent to which the conposition of
the office's personnel is in accordance with state and federal |aw
and a description of reasonable nethods to achieve conpliance with
state and federal [|aw

(c) The policy statenment mnust:

(1) be updated annually;

(2) be reviewed by the state Comm ssion on Human Ri ghts for
conpliance with Subsection (b)(1); and

(3) be filed with the governor's office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1235, Sec. 2, eff. Sept. 1, 2001.

Sec. 14.059. | NTRA- AGENCY CAREER LADDER. (a) The comm ssioner
or a person designated by the comm ssioner shall develop an intra-
agency career |adder program

(b) The program nust require intra-agency posting of al
nonentry | evel positions concurrently with any public posting.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 2, eff.
Septenber 1, 2019.

Sec. 14.061. COST OF AUDIT. The cost of an audit of the office
under Chapter 321, CGovernnent Code, shall be paid to the state
auditor fromthe funds of the office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.062. CONSUMER | NFORVATI ON AND COWPLAINTS. (a) The
office shall maintain a systemto pronptly and efficiently act on
conplaints filed with the office. The office shall nmaintain
i nformati on about parties to the conplaint, the subject matter of the
conplaint, a summary of the results of the review or investigation of
the conplaint, and its disposition.
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(b) The office shall nmake information avail able describing its
procedures for conplaint investigation and resol ution.

(c) The office shall periodically notify the conplaint parties
of the status of the conplaint until final disposition.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 1235, Sec. 3, eff. Sept. 1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 3, eff.
Septenber 1, 2019.

Sec. 14.063. APPLI CATI ON OF OPEN MEETINGS LAW The office is a
government al body subject to Chapter 551, Governnent Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.064. CONSUMER | NFORVATI ON. The commi ssioner shall:
(1) prepare information of consumer interest descri bing:
(A) the regulatory functions of the office; and
(B) the office's procedures by which consuner
conplaints are filed with and resolved by the office; and
(2) nake the information available to the public and
appropriate state agenci es.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.065. OFFI CE EMPLOYEES. The conmm ssi oner may appoi nt,
remove, and prescribe the duties of assistant comm ssioners,
exam ners, and ot her enployees as necessary to nmaintain and operate
the office, including the division of consuner protection.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.066. SUNSET PROVISION. The office is subject to
Chapter 325, Governnent Code (Texas Sunset Act). Unless continued in
exi stence as provided by that chapter, the office is abolished
Sept enber 1, 2031.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1235, Sec. 4, eff. Sept. 1, 2001.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 1232 (S.B. 652), Sec. 2.05, eff.
June 17, 2011.

Acts 2013, 83rd Leg., RS., Ch. 1279 (H. B. 1675), Sec. 3.05, eff.
June 14, 2013.

Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442), Sec. 4, eff.
Septenber 1, 2019.

SUBCHAPTER C. POANERS AND DUTI ES OF COW SSI ONER
Sec. 14.101. GENERAL DUTIES OF COW SSI ONER. The conmi ssi oner
shall enforce this chapter, Subtitles B and C of Title 4, Chapter 393
Wth respect to a credit access business, and Chapter 394 in person
or through an assi stant comm ssioner, exam ner, or other enployee of
the office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1302 (H. B. 2594), Sec. 3, eff.
January 1, 2012,

Acts 2013, 83rd Leg., RS., Ch. 63 (H B. 2548), Sec. 2, eff.
Septenber 1, 2013.

Acts 2017, 85th Leg., RS., Ch. 196 (S.B. 560), Sec. 3, eff.
Sept enber 1, 2017.

Sec. 14.102. EDUCATI ONAL AND DEBT COUNSELI NG PROGRAMS. The
conmi ssi oner shall coordi nate, encourage, and assist public and
private agencies, organizations, groups, and consuner credit
institutions in devel oping and operating voluntary educational and
debt counseling prograns designed to pronote prudent and benefi ci al
use of consuner credit by residents of this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.1025. FINANCI AL LI TERACY PROGRAM | NFORVATION. (a) In
this section:
(1) "Financial literacy" nmeans proficiency at managi ng
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personal finances.

Text of subdivision effective until April 1, 2025
(2) "Health and human servi ces agenci es" has the neaning
assigned by Section 531.001, Governnent Code.

Text of subdivision effective on April 1, 2025
(2) "Health and human servi ces agenci es" has the neaning
assigned by Section 521.0001, Governnent Code.
(b) The conmm ssioner shall collect information on prograns,
i ncludi ng cl asses, and other resources available to the public that

focus on teaching financial literacy, conpile the information into a
one- page docunent, and post the docunent on the office's Internet
websi te.

(c) A health and hunman servi ces agency shall ensure that the
docunent under Subsection (b) is offered to persons who receive
services fromthe agency at |ocations at which those persons
frequently access services provided by the agency.

(d) The conm ssioner shall periodically update the information
contained in the docunent described by Subsection (b).

Added by Acts 2011, 82nd Leg., R S., Ch. 538 (H B. 2615), Sec. 1, eff.
Septenber 1, 2011
Amended by:

Acts 2023, 88th Leg., R S., Ch. 769 (H B. 4611), Sec. 2.12, eff.
April 1, 2025.

Sec. 14.103. CONSUMER PROTECTI ON PROGRAMS. The conmi ssi oner,
t hrough the division of consunmer protection, shall coordinate,
encourage, and assist public and private agencies, organizations,
groups, and consumer protection institutions in devel opi ng and
operating voluntary educati onal consumer protection prograns designed
to pronote prudent and infornmed consuner action by residents of this
st at e.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.104. LENDER CONTRACTS. A witten contract of an
aut hori zed | ender subject to regulation by the office nust contain
the nane, mailing address, and tel ephone nunber of the office.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.105. QA FTS AND GRANTS. (a) The conm ssioner nay
accept noney, gifts, or grants on behalf of the state for a purpose
related to a consuner credit educational opportunity or to assist a
| ocal governnent in the exercise of its police power unless the
acceptance i s prohibited by Subsection (b) or other |law. Acceptance
and use of noney under this subsection nust be approved by the
fi nance conm ssi on.

(b) The conm ssioner nmay not accept or use noney offered by:

(1) a person for investigating or prosecuting a matter; or
(2) a person who is affiliated with an industry that is
regul ated by the finance comm ssion.

(c) Money received under Subsection (a) may be appropriated
only for the purpose for which the noney was given.

(d) The conm ssioner is not prohibited by Subsection (b) from
recei ving and using noney froma person under the jurisdiction of the
commi ssioner if the receipt and use is expressly authorized by other
I aw.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.106. | NFORVATI ON REGARDI NG EMPLOYMENT REQUI REMENTS.
The conm ssioner or the conmm ssioner's designee shall provide to
agency enpl oyees, as often as necessary, information regarding the
requi renents for enploynment under this chapter, including information
regarding a person's responsibilities under applicable |aws rel ating
to standards of conduct for state enpl oyees.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1235, Sec. 6, eff. Sept. 1, 2001.

Sec. 14.107. FEES. (a) The finance conm ssion shall establish
reasonabl e and necessary fees for carrying out the conm ssioner's
powers and duties under this chapter, Title 4, Chapter 393 with
respect to a credit access business, and Chapters 371, 392, and 394
and under Chapters 51, 302, 601, and 621, Business & Conmerce Code.

(b) The finance conm ssion by rule shall set the fees for
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i censing and exam nation, as applicable, under Chapter 393 with
respect to a credit access business or Chapter 342, 347, 348, 351,
353, or 371 at anpbunts or rates necessary to recover the costs of
adm ni stering those chapters. The rules nmay provide that the anount
of a fee charged to a license holder is based on the volune of the

I icense holder's regul ated busi ness and ot her key factors. The

commi ssioner may provide for collection of a single fee for the term
of the Iicense froma person |icensed under Subchapter G of Chapter
393 or Chapter 342, 347, 348, 351, or 371. The fee nust include
anounts due for both |icensing and exani nati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 867, Sec. 18, eff. Sept. 1, 2001; Acts
2001, 77th Leg., ch. 1235, Sec. 7, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S.,
April 1, 2009.

Acts 2009, 81st Leg., R S.,
19, 2009.

Acts 2011, 82nd Leg., R S
Septenber 1, 2011

Acts 2011, 82nd Leg., R S.,
January 1, 2012.

Acts 2019, 86th Leg., R S.,
Septenber 1, 2019.

885 (H. B. 2278), Sec. 2.15, eff.
1104 (H. B. 10), Sec. 2, eff. June
117 (H. B. 2559), Sec. 1, eff.

1302 (H. B. 2594), Sec. 4, eff.

S 8 & 2 ¢

767 (H.B. 1442), Sec. 5, eff.

Sec. 14.108. | NTERPRETATIONS OF LAW (a) The conmm ssioner may
issue an interpretation of this chapter or Subtitle A or B, Title 4,
after approval of the interpretation by the finance conmm ssion.

(b) The provisions of Chapter 2001, Governnent Code, that
relate to the adoption of an admi nistrative rule do not apply to the
i ssuance of an interpretation under this section.

(c) The comm ssioner shall publish in the Texas Register, in a
form prescribed by the finance comm ssion, a request for an
interpretation not later than the 10th day after the date on which
t he comm ssi oner receives the request.

(d) An interpretation approved by the finance conmm ssion shal
be published in the Texas Register, in a formprescribed by the
finance comm ssion, not later than the 10th day after the date on
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whi ch the finance comm ssion has approved the interpretation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.109. USE OF THE NATI ONW DE MORTGAGE LI CENSI NG SYSTEM
AND REG STRY. (a) |In this section, "Nationw de Mrtgage Licensing
System and Regi stry” or "nationw de registry" nmeans a |icensing
system devel oped and nai ntai ned by the Conference of State Bank
Supervisors and an affiliated organi zati on to nanage nortgage
licenses and ot her financial services |licenses or a successor
registry.

(b) This section applies only to:

(1) this chapter; and
(2) Chapter 342, 348, 351, 393, or 394.

(c) The comm ssioner may require that a person submt through
t he Nati onwi de Mortgage Licensing System and Registry in the form and
manner prescribed by the conm ssioner and acceptable to the registry
any informati on or docunent or paynent of a fee required to be
submitted to the conm ssioner under:

(1) a chapter to which this section applies; or
(2) rules adopted under the chapter.

(d) The conm ssioner nmay use the nationw de registry as a
channel i ng agent for obtaining information required for |icensing or
regi stration purposes under a chapter listed in Subsection (b)(2) or
rul es adopted under the chapter, including:

(1) crimnal history record information fromthe Federa
Bureau of Investigation, the United States Departnent of Justice, or
any ot her agency or entity at the conm ssioner's discretion;

(2) information related to any adm nistrative, civil, or
crimnal findings by a governnental jurisdiction; and

(3) information requested by the comm ssioner under Section
342.101(a)(4), 348.502(a)(3), 351.101(a)(4), 393.604(a)(5), or
394.204(c) (8).

Added by Acts 2013, 83rd Leg., R S., Ch. 737 (S.B. 232), Sec. 1, eff.
Septenber 1, 2013.
Added by Acts 2013, 83rd Leg., RS., Ch. 943 (H.B. 1721), Sec. 1, eff.
Sept enber 1, 2013.
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Sec. 14.110. ALTERNATI VE RULEMAKI NG AND DI SPUTE RESOLUTI ON.

(a) The finance conm ssion by rule shall develop a policy to
encour age the use of:

(1) negotiated rul emaki ng procedures under Chapter 2008,
Gover nment Code, for the adoption of rules by the finance conm ssion
applicable to the office; and

(2) appropriate alternative dispute resolution procedures
under Chapter 2009, Government Code, to assist in the resolution of
internal and external disputes under the office's jurisdiction.

(b) The procedures applicable to the office relating to
alternative dispute resolution nust conform to the extent possible,
to any nodel guidelines issued by the State Ofice of Admnistrative
Hearings for the use of alternative dispute resolution by state
agenci es.

(c) The office shall

(1) coordinate the inplenentation of the policy adopted
under Subsection (a);

(2) provide training as needed to inplenent the procedures
for negotiated rul enaking or alternative dispute resolution; and

(3) collect data concerning the effectiveness of those
pr ocedur es.

Added by Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442), Sec. 6, eff.
Septenber 1, 2019.

Sec. 14.111. ADVI SORY COW TTEES. (a) The conm ssioner may
appoi nt advisory commttees to assist the office and conm ssioner in
perform ng their duties.

(b) The conm ssioner shall specify each commttee's purpose,
powers, and duties and shall require each commttee to report to the
commi ssioner or office in the manner specified by the conm ssioner
concerning the commttee's activities and the results of its work.

Added by Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442), Sec. 6, eff.
Sept enber 1, 2019.

Sec. 14.112. LICENSI NG AND REG STRATI ON TERMS. (a) The
finance conm ssion by rule shall prescribe the Iicensing or
regi stration period for licenses and registrations issued under
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Chapters 342, 345, 347, 348, 351, 352, 353, 371, 393, and 394 of this
code and Chapter 1956, Cccupations Code, not to exceed two years.

(b) In adopting rul es under Subsection (a), the finance
commi ssion shall set ternms for licenses that conply with Chapter 180
and the federal Secure and Fair Enforcenment for Mrtgage Licensing
Act of 2008 (Pub. L. No. 110-289).

(c) If the finance conm ssion prescribes the termof a |icense
or registration under Subsection (a) for a period other than one
year, the conm ssioner shall prorate the applicable fee required
under a chapter specified in Subsection (a) as necessary to reflect
the termof the license or registration.

Added by Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442), Sec. 6, eff.
Sept enber 1, 2019.

Sec. 14.113. TEXAS FI NANCI AL EDUCATI ON ENDOWVENT. (a) As part
of the licensing fee and procedures descri bed under Subchapter G
Chapter 393, each credit access business or holder of a credit access
busi ness |icense shall pay to the comm ssioner an annual assessnent
to i nmprove consumer credit, financial education, and asset-buil ding
opportunities in this state. The annual assessnent nay not exceed
$200 for each license as specified by the finance comm ssion.

(b) The conmm ssioner shall remt to the conptroller anmounts
recei ved under Subsection (a) for deposit in an interest-bearing
deposit account in the Texas Treasury Saf ekeepi ng Trust Conpany.
Money in the account may be spent by the finance comm ssion only for
t he purposes provided by this section. Anounts in the account may be
i nvested and rei nvested under the prudent person standard descri bed
by Section 11b, Article VII, Texas Constitution, and the interest
fromthose investnents shall be deposited to the credit of the
account .

(b-1) The expenses of managi ng the investnents nmay be paid from
t he deposit account described by Subsection (b).

(c) The Texas Financial Education Endownent shall be
adm ni stered by the finance comm ssion to support statew de financi al
educati on and consuner credit building activities and prograns,

i ncl udi ng:
(1) production and di ssem nation of approved financi al
education materials at |icensed | ocations;
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(2) advertising, marketing, and public awareness canpai gns
to inprove the credit profiles and credit scores of consuners in this
st at e;

(3) school and yout h-based financial literacy and
capability;

(4) «credit building and credit repair;

(5) financial coaching and consuner counseli ng;

(6) bank account enrollment and incentives for personal
savi ngs; and

(7) other consuner financial education and asset-buil ding
initiatives as considered appropriate by the finance conm ssion.

(d) In inplenenting this section, the finance conm ssion may
make grants and may solicit gifts, grants, and donations for this
pur pose.

(e) The finance conmi ssion nmay partner with other state
agencies and entities to inplenent this section.

(f) The finance comm ssion shall adopt rules to adm nister this
section.

Added by Acts 2011, 82nd Leg., R S., Ch. 1302 (H B. 2594), Sec. 2,
eff. January 1, 2012.

Transferred, redesignated and anended from Fi nance Code, Section
393.628 by Acts 2023, 88th Leg., R S., Ch. 159 (S.B. 1371), Sec. 1
eff. Septenber 1, 2023.

SUBCHAPTER D. CRI M NAL HI STORY RECORD | NFORVATI ON

Sec. 14.151. OBTAINING | NFORMATION. (a) The conm ssioner or
an assi stant comm ssioner, exam ner, or other enployee of the office
shall obtain crimnal history record information maintained by the
Departnent of Public Safety, the Federal Bureau of Investigation
I dentification Division, or another |aw enforcenment agency rel ating
to a person described by Section 411.095(a), Governnent Code.

(b) For an applicant for a license or registration, |license
hol der, or registrant that is a business entity, the crimnal history
record information requirenment of this section applies to an officer,
director, owner, or enployee of the entity or another person having a
substantial relationship with the entity.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Statute text rendered on: 10/6/2023 - 45 -


http://www.legis.state.tx.us/tlodocs/82R/billtext/html/HB02594F.HTM
http://www.legis.state.tx.us/tlodocs/88R/billtext/html/SB01371F.HTM

FI NANCE CODE

Acts 2015, 84th Leg., RS., Ch. 256 (S.B. 1075), Sec. 2, eff.
Sept enber 1, 2015.

Acts 2023, 88th Leg., RS., Ch. 871 (H B. 4123), Sec. 7, eff.
June 13, 2023.

Sec. 14.152. FINGERPRI NT REQUI REMENT; PENALTY. The
conmi ssioner may refuse to grant a license or registration to, or may
suspend or revoke the license or registration of, an applicant,
| icense holder, or registrant described by Section 411.095(a)(1),
Government Code, who fails to provide, on request, a conplete set of
| egible fingerprints on a fingerprint card format approved by the
Department of Public Safety and the Federal Bureau of I|nvestigation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 256 (S.B. 1075), Sec. 3, eff.
Septenber 1, 2015.

Sec. 14.153. ACTI ON BY LAW ENFORCEMENT AGENCIES. (a) The
comm ssioner shall send fingerprints and other identification
information to the Departnent of Public Safety to be retained by that
depart nment.

(b) The Departnment of Public Safety shall use the information
to performa search of the state crimnal history files and shal
report the findings to the office.

(c) The Departnent of Public Safety shall send fingerprints and
other identification information to the Federal Bureau of
| nvestigation so that the bureau can performa search of its crimnal
history files.

(d) The Departnent of Public Safety shall notify the office of
activity reported to the crinme records division that identifies a
person with a record mai ntai ned under this subchapter

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.154. CONFIDENTIALITY. (a) Crimnal history record
information received by the office is confidential and is for the
excl usi ve use of the office.
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(b) Repealed by Acts 2015, 84th Leg., R S., Ch. 256 , Sec. 7,
eff. Septenber 1, 2015.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 256 (S.B. 1075), Sec. 7, eff.
Septenber 1, 2015.

Sec. 14.155. DISCLOSURE. (a) The office may not rel ease or
di sclose crimnal history record information obtained fromthe
Department of Public Safety, Federal Bureau of Investigation
| dentification Division, or other |aw enforcenent agency, except as
provi ded by Section 411.095(b), Governnent Code.

(b) Repealed by Acts 2015, 84th Leg., R S., Ch. 256 , Sec. 7,
eff. Septenber 1, 2015.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 256 (S.B. 1075), Sec. 4, eff.
Sept enber 1, 2015.

Acts 2015, 84th Leg., R S., Ch. 256 (S.B. 1075), Sec. 5, eff.
Septenber 1, 2015.

Acts 2015, 84th Leg., RS., Ch. 256 (S.B. 1075), Sec. 7, eff.
Septenber 1, 2015.

Sec. 14.156. RECOVERY OF COSTS. In addition to an
investigation fee paid to the comm ssioner by an applicant for a
license or registration, the conm ssioner is entitled to recover from

an applicant, |icense holder, or registrant the cost of processing an
inquiry to determ ne whether the person has a crimnal history
record.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 256 (S.B. 1075), Sec. 6, eff.
Septenber 1, 2015.

Sec. 14.157. RULES. The finance comm ssion shall adopt rules
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governing the custody and use of infornmation obtained under this
subchapt er

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 19, eff. Sept. 1, 2001.

SUBCHAPTER E. | NVESTI GATI ON AND ENFORCENMENT
Sec. 14.201. | NVESTI GATI ON AND ENFORCEMENT AUTHORI TY.

| nvestigative and enforcenent authority under this subchapter applies
only to:

(1) this chapter

(2) Subtitles Band C, Title 4;

(3) Chapter 393 with respect to a credit access busi ness;

(4) Chapter 394; and

(5) Subchapter B, Chapter 1956, QOccupations Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1302 (H B. 2594), Sec. 5, eff.
January 1, 2012.

Acts 2013, 83rd Leg., RS., Ch. 63 (H B. 2548), Sec. 3, eff.
Septenber 1, 2013.

Acts 2017, 85th Leg., RS., Ch. 196 (S.B. 560), Sec. 4, eff.
Septenber 1, 2017.

Acts 2019, 86th Leg., R S., Ch

Sept enber 1, 2019.

767 (H B. 1442), Sec. 7, eff.

Sec. 14.2015. CONFI DENTI ALI TY OF CERTAI N | NFORMATI ON. (a)
Except as provided by Subsection (b), information or materi al
obt ai ned or conpiled by the comm ssioner in relation to an
exam nation or investigation by the conm ssioner or the
conmmi ssioner's representative of a |license holder, registrant,
applicant, or other person under Subtitle B or C, Title 4, Subchapter
G of Chapter 393, or Chapter 394 of this code or Subchapter B
Chapter 1956, COccupations Code, is confidential and rmay not be
di scl osed by the comm ssioner or an officer or enployee of the
of fi ce, including:

(1) information obtained froma |license holder, registrant,
applicant, or other person exam ned or investigated under Subtitle B
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or C, Title 4, Subchapter G of Chapter 393, or Chapter 394 of this
code or Subchapter B, Chapter 1956, Cccupati ons Code;

(2) work perfornmed by the conm ssioner or the
commi ssioner's representative on informati on obtained froma |icense
hol der, registrant, applicant, or other person for the purposes of an
exam nation or investigation conducted under Subtitle B or C Title
4, Chapter 393 with respect to a credit access business, or Chapter
394 of this code or Subchapter B, Chapter 1956, Cccupations Code;

(3) a report on an exam nation or investigation of a
Iicense holder, registrant, applicant, or other person conducted
under Subtitle Bor C, Title 4, Chapter 393 with respect to a credit
access business, or Chapter 394 of this code or Subchapter B, Chapter
1956, Qccupations Code; and

(4) any witten comunications between the |icense hol der,
regi strant, applicant, or other person, as applicable, and the
conmmi ssi oner or the conmm ssioner's representative relating to or
referenci ng an exam nation or investigation conducted under Subtitle
Bor C Title 4, Chapter 393 with respect to a credit access
busi ness, or Chapter 394 of this code or Subchapter B, Chapter 1956,
Cccupati ons Code.

(b) The comm ssioner or the conm ssioner's representative my
di scl ose the confidential information or material described by
Subsection (a):

(1) to a departnent, agency, or instrunmentality of this
state or the United States if the comm ssioner considers disclosure
to be necessary or proper to the enforcenent of the laws of this
state or the United States and in the best interest of the public;

(2) if the information was previously provided to or
provi ded by the |icense hol der, registrant, applicant, or other
person, and the person consents to the release of the information or
has published the information contained in the rel ease;

(3) if the conm ssioner determ nes that rel ease of the
information is required for an adm nistrative hearing; or

(4) to provide a sunmary of investigation information to
t he person who filed the conplaint with the office.

Added by Acts 2009, 81st Leg., R S., Ch. 1382 (S.B. 1620), Sec. 3,
ef f. Septenber 1, 2009.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1182 (H. B. 3453), Sec. 1, eff.
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Sept enber 1, 2011.

Acts 2011, 82nd Leg., R S.,
January 1, 2012.

Acts 2013, 83rd Leg., R S
Septenber 1, 2013.

Acts 2013, 83rd Leg., R S.,
Sept enber 1, 2013.

Acts 2017, 85th Leg., R S.,
Septenber 1, 2017.

Acts 2019, 86th Leg., R S
Septenber 1, 2019.

1302 (H. B. 2594), Sec. 6, eff.
63 (H. B. 2548), Sec. 4, eff.
161 (S.B. 1093), Sec. 8.001, eff.

196 (S.B. 560), Sec. 5, eff.

& 8 & 2 ¢

767 (H. B. 1442), Sec. 8, eff.

Sec. 14.2016. | NFORVATI ON SHARI NG W TH DEPARTMENTS AND
AGENCI ES. To ensure consistent enforcenment of |law and m nim zation
of regul atory burdens, the comm ssioner may share information,
including crimnal history or confidential information, relating to a
| icense holder, registrant, applicant, or other person investigated
or exam ned under the commi ssioner's authority with a departnent,
agency, or instrunmentality of this state, another state, or the
United States if the conm ssioner considers the disclosure of the
information to be necessary or proper to the enforcenment of the | aws
of this state or the United States and in the best interest of the
public. Information otherwi se confidential remains confidential after
the information is shared under this section.

Added by Acts 2011, 82nd Leg., R S., Ch. 1182 (H B. 3453), Sec. 2,
eff. Septenber 1, 2011

Sec. 14.202. REQUEST FOR | NFORMATI ON; | NVESTI GATI ON AUTHORI TY.
On receipt of a witten conplaint or other reasonable cause to
believe that a person is violating a statute listed by Section
14. 201, the conm ssioner may:

(1) require the person to furnish information regarding a
specific loan, retail transaction, or business practice to which the
violation rel ates; and

(2) conduct an investigation to determ ne whether a
vi ol ati on exi sts.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Amended by:
Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 9, eff.
Septenber 1, 2019.

Sec. 14.203. | SSUANCE OF SUBPOENA OR SUMMONS. (a) During an
i nvestigation, the comm ssioner may i ssue a subpoena or summons t hat
is addressed to a peace officer of this state and requires the
attendance and testinony of a witness or the production of a
docunent .

(b) A docunent that is necessary to continue the business of a
person under investigation may not be renoved fromthe office or
pl ace of business of that person, but the conm ssioner nay:

(1) examne, or cause to be exam ned, the docunent at the
office or place of business; and

(2) require a copy to be made of a part of the docunent
related to a matter under investigation.

(c) A copy of a docunment made under Subsection (b)(2) nust be
verified by the affidavit of the person under investigation or by an
of ficer of that person.

(d) On the comm ssioner's certification, a copy of a docunent
made under Subsection (b)(2) is admi ssible in evidence in an:

(1) investigation or hearing under this subchapter or under
a statute to which this subchapter applies; or
(2) appeal to the district court.

(e) To inplement this section, the conm ssioner nmay sign a
subpoena, adm nister an oath or affirmation, exam ne a w tness, or
recei ve evidence.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.204. ENFORCEMENT OF SUBPCENA; CONTEMPT. (a) |If a
person di sobeys a subpoena or if a wi tness appearing before the
commi ssioner refuses to testify, the comm ssioner may petition the
district court of a jurisdiction in which the person or w tness may
be found, and the court on this petition may issue an order requiring
the person or witness to obey the subpoena, testify, or produce a
docunent relating to the matter in issue, as applicable. The court
shall treat the application in the sane nanner as a notion in a civil
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suit.

(b) The court shall pronmptly set an application to enforce a
subpoena under Subsection (a) for hearing and shall cause notice of
the application and the hearing to be served on the person to whom
t he subpoena is directed. Notice nmay be served by a peace officer of
this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.205. | NVESTI GATI ON BY HEARI NG OFFI CER. (a) During an
i nvestigation described by this subchapter, the conmmi ssioner may
appoint a hearing officer to conduct the investigation.

(b) On appointnment, a hearing officer has the sane authority as
t he conm ssioner to conduct the investigation, except that the
hearing officer may not issue an order on the subject of the
i nvestigation.

(c) The conm ssioner nmay consider the record of an
i nvestigation conducted before a hearing officer in the sane manner
and to the same extent as in a hearing before the comm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.206. FEES AND EXPENSES. (a) The fee for serving a
subpoena under this subchapter is the sane as that paid a sheriff or
constable for performng a simlar service.

(b) Awtness required to attend a hearing before the
comm ssioner shall receive for each day's attendance a fee and a
travel and transportation allowance as authorized by law or a rule
adopted by the finance conm ssion.

(c) A fee under Subsection (b) is not payable until the w tness
appears at the hearing.

(d) A disbursenment nade in paynent of a fee under this section
shall be included in, and paid in the same manner that is provided
for, other expenses incurred in the admnistration and enforcenent of
the statutes to which this subchapter applies.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 20, eff. Sept. 1, 2001.
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Sec. 14.207. |1 MPCSITION OF COSTS ON PARTIES. The comm ssioner
may i nmpose on a party in interest of record fees, expenses, or costs
incurred in connection with a hearing or may divide the fee or
expense anong any or all interested parties as determ ned by the
conmi ssi oner .

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.208. I NJUNCTION, APPEAL. (a) |If the conm ssioner has
reasonabl e cause to believe that a person is violating a statute to
which this chapter applies, the comm ssioner, in addition to any
ot her authorized action, nmay issue an order to cease and desist from
the violation or an order to take affirmative action, or both, to
enforce conpliance.

(b) If a person against whom an order under this section is
made requests a hearing not later than the 30th day after the date
the order is served, the conm ssioner shall set and give notice of a
heari ng before a hearings officer. Chapter 2001, Governnent Code,
governs the hearing and the right to judicial reviewin district
court. Based on the findings of fact, conclusions of [aw, and
recommendati ons of the hearings officer, the comm ssioner by order
may find whether a violation has occurred.

(c) If a hearing is not tinely requested under Subsection (b),
the order is considered final and beconmes enforceable. The
commi ssioner, after giving notice, may inpose agai nst a person who
vi ol ates a cease and desist order an administrative penalty in an
amount not to exceed $1,000 for each day of violation. |In addition
to any other renedy provided by |aw, the conm ssioner on relation of
the attorney general may institute in district court a suit for
injunctive relief and to collect an adm nistrative penalty. A bond
is not required of the comm ssioner with respect to injunctive relief
granted under this section. |In the action, the court may enter as
proper an order awarding a prelimnary or final injunction.

(d) Repealed by Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442
), Sec. 95(1), eff. Septenmber 1, 2019.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2005, 79th Leg., Ch. 1018 (H. B. 955), Sec. 4.01, eff.
Septenber 1, 2005.
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Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 10, eff.
Septenber 1, 2019.

Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 95(1), eff.
Sept enber 1, 2019.

Sec. 14.209. APPO NTMENT OF RECEIVER. (a) |In addition to
ot her renedies for the enforcenent of a restraining order or
injunction, the court in which an action is brought under Section
14.208(c) may inpound and appoint a receiver for the defendant's
property and business, including a docunent relating to the property
or business, as the court considers reasonably necessary to prevent a
vi ol ation through use of the property and busi ness.

(b) On appointnment and qualification, a receiver has the powers
and duties of a receiver under Chapter 64, GCvil Practice and
Renmedi es Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2023, 88th Leg., R S., Ch. 159 (S.B. 1371), Sec. 2, eff.
Septenber 1, 2023.

SUBCHAPTER F. ADM NI STRATI VE PENALTY; RESTI TUTI ON ORDER; ASSURANCE
OF VOLUNTARY COMPLI ANCE

Sec. 14.251. ASSESSMENT OF PENALTY; RESTITUTI ON ORDER (a)
The conmm ssioner may assess an administrative penalty against a
person who knowi ngly and wilfully violates or causes a viol ation of
this chapter, Chapter 394, or Subtitle B, Title 4, or a rule adopted
under this chapter, Chapter 394, or Subtitle B, Title 4.

(a-1) The comm ssioner shall assess an admi nistrative penalty
agai nst a credit access business who knowingly and wilfully violates
or causes a violation of Chapter 393, or a rule adopted under Chapter
393.

(b) The conm ssioner may order the foll ow ng businesses or
ot her persons to pay restitution to an identifiable person:

(1) a person who violates or causes a violation of this
chapter, Chapter 394, or Subtitle B, Title 4, or a rule adopted under
this chapter, Chapter 394, or Subtitle B, Title 4;

(2) a credit access business who violates or causes a
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vi ol ation of Chapter 393 or a rule adopted under Chapter 393; or

(3) a person who violates or causes a violation of
Subchapter B, Chapter 1956, QOccupations Code, or a rule adopted under
t hat subchapter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.29, eff. Sept. 1, 1999.
Amended by:

Acts 2011, 82nd Leg., R S.,
January 1, 2012,

Acts 2013, 83rd Leg., R S
Septenber 1, 2013.

Acts 2017, 85th Leg., R S.,
Sept enber 1, 2017.

Acts 2019, 86th Leg., R S.,
Septenber 1, 2019.

1302 (H. B. 2594), Sec. 7, eff.
63 (H B. 2548), Sec. 5, eff.

196 (S.B. 560), Sec. 6, eff.

& g2 8 8

767 (H.B. 1442), Sec. 11, eff.

Sec. 14.252. AMOUNT OF PENALTY. (a) The conm ssioner may
assess an adm nistrative penalty for a violation in an anobunt not to
exceed $1,000 for each day of the violation.

(b) The aggregate anmount of penalties under this subchapter
that the comm ssioner may assess agai nst a person during one cal endar
year may not exceed the | esser of:

(1) $100, 000; or
(2) an anpbunt that is equal to the greater of five percent
of the net worth of the creditor or $5, 000.

(c) In determning the anobunt of an adm nistrative penalty, the
conmi ssi oner shall consider:

(1) the seriousness of the violation, including the nature,
ci rcunst ances, extent, and gravity of the prohibited act;

(2) the extent of actual or potential harmto a third
party;

(3) the history of violations;

(4) the amount necessary to deter future violations;

(5) efforts to correct the violation; and

(6) any other matter that justice may require.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:
Acts 2005, 79th Leg., Ch. 1018 (H B. 955), Sec. 4.03, eff.
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Sept enber 1, 2005.

Sec. 14.253. REPORT ON VIOLATION. If the comm ssioner
determ nes that a violation occurred, the conm ssioner nmay issue a
report that states:

(1) the facts on which the determ nation is based; and
(2) the conm ssioner's reconmendation on inposition of a
penal ty, including a recomendati on on the anount of the penalty.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.254. NOTI CE OF REPORT ON VI OLATI ON AND PENALTY
RECOMVENDATI ON. (a) Not later than the 14th day after the date on
which a report is issued, the comm ssioner shall give witten notice
of the report by certified nail to the person charged with commtting
or causing the violation.

(b) The notice nust:

(1) include a brief summary of the alleged violation;

(2) include a statenment of the ampbunt of the recommended
penalty; and

(3) informthe person that the person has a right to a
hearing on the occurrence of the violation, the anount of the
penal ty, or both.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.255. RESPONSE OF PERSON RECEI VING NOTI CE. Not |ater
than the 20th day after the date on which a person receives notice
under Section 14.254, the person may:

(1) accept in witing the determ nation and reconmended
penalty of the comm ssioner; or

(2) make a witten request for a hearing on the occurrence
of the violation, the anount of the penalty, or both.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.256. ACCEPTANCE OF PENALTY; DEFAULT. If a person
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accepts the determ nation and reconmended penalty of the comm ssioner
or fails to make a timely witten request for a hearing, the
conmi ssi oner by order shall approve the determ nation and inpose the
recommended penal ty.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., R S., Ch. 767 (H B. 1442), Sec. 12, eff.
Septenber 1, 2019.

Sec. 14.257. HEARI NG ON PENALTY; ORDER (a) |If a person
makes a tinely witten request for a hearing, the conm ssioner shal
set a hearing and give notice of the hearing to the person by
certified mail.

(b) The hearing shall be held by a hearings officer who shal
make findings of fact and conclusions of |aw and pronptly issue a
proposal for a decision about the occurrence of the violation and the
anount of a proposed penalty.

(c) According to the findings of fact, conclusions of |aw, and
proposal for a decision, the conm ssioner by order nmay find:

(1) that a violation has occurred and inpose a penalty; or
(2) a violation has not occurred.

(d) Notice of the comm ssioner's order, given to the person
under Chapter 2001, CGovernnment Code, nust include a statenent of the
person's right to judicial review of the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 767 (H B. 1442), Sec. 13, eff.
Septenber 1, 2019.

Sec. 14.258. STAY OF PENALTY; SU T BY ATTORNEY GENERAL. (a)

The enforcenent of the penalty may be stayed during the tinme the
order is under judicial review if the person pays the penalty to the
clerk of the court or files a supersedeas bond with the court in the
anmount of the penalty. A person who cannot afford to pay the penalty
or file the bond may stay the enforcenment by filing an affidavit in

t he manner required by the Texas Rules of Cvil Procedure for a party
who cannot afford to file security for costs, subject to the right of
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t he conmm ssioner to contest the affidavit as provided by those rules.

(b) The attorney general nmay sue to collect the penalty.

(c) A court that sustains the occurrence of a violation may
uphol d or reduce the anobunt of the administrative penalty and order
the person to pay that anount.

(d) A court that does not sustain the occurrence of a violation
shal |l order that no penalty is owed.

(e) |If a person has paid a penalty and a court in a final
j udgnent reduces or does not uphold the anmount, the court shall order
that the appropriate anmount plus accrued interest be remtted to the
person. The interest rate is the rate authorized by Chapter 304, and
interest shall be paid for the period beginning on the date the
penalty was paid and ending on the date the penalty is remtted.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2005, 79th Leg., Ch. 1018 (H. B. 955), Sec. 4.04, eff.
Sept enber 1, 2005.

Sec. 14.259. RECOVERY OF COSTS. In addition to the
adm ni strative penalty or restitution anmount, the court may authorize
t he conmm ssioner to recover froma person who pays an admi nistrative
penalty or restitution amount, or both, reasonable expenses incurred
in obtaining the ordered anount, including the cost of investigation,
wi t ness fees, and deposition expenses.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.260. ADM N STRATI VE PROCEDURE ACT. A proceedi ng under
this subchapter is subject to Chapter 2001, Governnent Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.261. ACCEPTANCE OF ASSURANCE. (a) In admnistering
this chapter, the conmm ssioner may accept assurance of voluntary
conpliance froma person who is engaging in or has engaged in an act
or practice in violation of:

(1) this chapter or a rule adopted under this chapter
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(2) Chapter 393, if the person is a credit access business,
or Chapter 394; or

(3) Subtitle B, Title 4, or a rule adopted under Subtitle
B, Title 4.

(b) The assurance nust be in witing and be filed with the
conm ssi oner.

(c) The conm ssioner nmay condition acceptance of an assurance
of voluntary conpliance on the stipulation that the person offering
the assurance restore to a person in interest noney that may have
been acquired by the act or practice described by Subsection (a).

(d) The finance comm ssion nmay adopt rules to establish the
formof the assurance or require certain information be contained in
an assurance.

Added by Acts 2005, 79th Leg., Ch. 1018 (H B. 955), Sec. 4.05, eff.
Septenber 1, 2005.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1302 (H. B. 2594), Sec. 8, eff.
January 1, 2012.

Acts 2013, 83rd Leg., RS., Ch. 63 (H B. 2548), Sec. 6, eff.
Septenber 1, 2013.

Acts 2017, 85th Leg., RS., Ch. 196 (S.B. 560), Sec. 7, eff.
Sept enber 1, 2017.

Sec. 14.262. EFFECT OF ASSURANCE. (a) An assurance of

vol untary conpliance is not an adm ssion of a violation of:

(1) this chapter or a rule adopted under this chapter

(2) Chapter 393 with respect to a credit access business or
Chapter 394; or

(3) Subtitle B, Title 4, or a rule adopted under Subtitle
B, Title 4.

(b) Unless an assurance of voluntary conpliance is rescinded by
agreenent or voided by a court for good cause, a subsequent failure
to conply with the assurance is prim facie evidence of a violation
of :

(1) this chapter or a rule adopted under this chapter

(2) Chapter 393 with respect to a credit access business or
Chapter 394; or

(3) Subtitle B, Title 4, or a rule adopted under Subtitle
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B, Title 4.

Added by Acts 2005, 79th Leg., Ch. 1018 (H B. 955), Sec. 4.05, eff.
Septenber 1, 2005.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 1302 (H. B. 2594), Sec. 9, eff.
January 1, 2012.

Acts 2013, 83rd Leg., RS., Ch. 63 (H B. 2548), Sec. 7, eff.
Septenber 1, 2013.

Acts 2017, 85th Leg., RS., Ch. 196 (S.B. 560), Sec. 8, eff.
Sept enber 1, 2017.

Sec. 14.263. REOPENING A matter closed by the filing of an
assurance of voluntary conpliance nay be reopened at any tine.

Added by Acts 2005, 79th Leg., Ch. 1018 (H B. 955), Sec. 4.05, eff.
Sept enber 1, 2005.

Sec. 14.264. RIGHT TO BRI NG ACTI ON NOT AFFECTED. (a) An
assurance of voluntary conpliance does not affect the right of an
individual to bring an action, except as provided in Chapter 349 and
except that the right of an individual in relation to noney received
according to a stipulation under Section 14.261(c) is governed by the
terns of the assurance.

(b) A person entering into an assurance of voluntary conpliance
may, not later than the 60th day after the date of filing of the
assurance, correct the violation under Section 349.201. Anounts paid
as restitution and other acts taken in accordance with an assurance
of voluntary conpliance shall be considered for purposes of
determ ni ng whet her the obligor has nade a correction under
Subchapter C, Chapter 349. Wth respect to corrections of violations
or possible violations relating to matters addressed in the assurance
of voluntary conpliance, the date of filing of the assurance is
considered to be the date of:

(1) actual discovery of the violation or possible
vi ol ati on;

(2) witten notice; and

(3) filing of the action alleging the violation.
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Added by Acts 2005, 79th Leg., Ch. 1018 (H B. 955), Sec. 4.05, eff.
Sept enber 1, 2005.

SUBCHAPTER G JUDI Cl AL REVI EW
Sec. 14.301. APPEAL OF FINAL DECI SION OF COW SSI ONER. A party
in interest aggrieved by a final decision of the comm ssioner is
entitled to judicial review

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 14.302. APPEAL OF LI CENSE W THHOLDI NG OR REVOCATI ON.  An
appeal of a decision of the conmm ssioner refusing to grant a |icense
to an applicant or revoking the |license of a |icense holder shall be
under the substantial evidence rule as provided by Chapter 2001,
Gover nnent Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 1235, Sec. 8, eff. Sept. 1, 2001.

Sec. 14.303. STAY OF ORDER PENDI NG APPEAL. On a show ng of
good cause, the conm ssioner or the reviewi ng court may enter an
order staying the effect of a final decision of the comm ssioner
pendi ng appeal by a party in interest.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

CHAPTER 15. CREDI T UNI ON COWM SSI ON AND DEPARTNMENT
SUBCHAPTER A. GENERAL PROVI SI ONS

Sec. 15.001. DEFINITIONS. (a) In this chapter, "Texas trade
associ ation" nmeans a cooperative and voluntarily joined statew de
associ ation of business or professional conpetitors in this state
designed to assist its nenbers and its industry or profession in
dealing with nmutual business or professional problens and in
pronoting their conmon interest.

(b) The definitions provided by Section 121.002 apply to this
chapter.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(a), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 1, eff.
Sept enber 1, 2009.

SUBCHAPTER B. DEPARTMENT
Sec. 15.101. COWOSI TI ON OF DEPARTMENT. The departnent is
conposed of :
(1) the conm ssion;
(2) the comm ssioner; and
(3) other departnment officers and enpl oyees.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.102. REGULATION OF CREDIT UNIONS. The departnent shal
supervi se and regul ate credit unions as provided by this chapter and
Subtitle D, Title 3.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.103. STUDY OF STATUTES. The departnent periodically
shal | conprehensively study the statutes of this state as they
pertain to credit union operations.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.104. NOTI FI CATI ON AND GUI DANCE ON ADOPTI ON OF CERTAI N
FEDERAL LAWS OR REGULATI ONS. The departnent shall pronmptly notify
and issue guidance to all credit unions chartered in this state on
t he adoption of a federal |aw or regulation that:

(1) affects a power or authority conferred to credit unions
under Section 123.003(a);

(2) takes effect imediately; and

(3) conflicts with state | aw

Added by Acts 2021, 87th Leg., R S., Ch. 300 (S.B. 707), Sec. 1, eff.
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Sept enber 1, 2021.

SUBCHAPTER C. COWPCSI TI ON OF COWM SSI ON

Sec. 15.201. APPO NTMENT; TERMS. (a) The comm ssion is
conposed of nine nenbers appointed by the governor with the advice
and consent of the senate.

(b) Conmi ssion nenbers serve staggered ternms of six years, with
the ternms of one-third of the nmenbers expiring February 15 of each
odd- nunber ed year.

(c) Appointnents to the conm ssion shall be nmade w thout regard
to the race, color, disability, sex, religion, age, or nationa
origin of the appointees.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.06(a), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H. B. 2735), Sec. 2, eff.
Septenber 1, 2009.

Sec. 15.202. GENERAL QUALI FI CATI ONS OF COMWM SSI ON MEMBERS. (a)
No two conmi ssion nenbers nay be residents of the same state
senatorial district.
(b) A person may not be a nenber of the comm ssion if:
(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in the financial institutions field; or
(2) the person's spouse is an officer, manager, or paid
consul tant of a Texas trade association in the financial institutions
field.
(c) A person may not be a nmenber of the conmmssion if the
person is required to register as a | obbyi st under Chapter 305,
Gover nment Code, because of the person's activities for conpensation
on behalf of a profession related to the operation of the departnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(b), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 3, eff.
Sept enber 1, 2009.
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Sec. 15.203. QUALI FI CATI ONS OF | NDUSTRY COW SSI ON MEMBERS.

(a) Four comm ssion nenbers nust be individuals who:
(1) bhave five years or nore of active experience as a
director, officer, or commttee nenber of a credit union that:
(A) is organized and doing business in this state under
Subtitle D, Title 3, or the Federal Credit Union Act (12 U.S.C
Section 1751 et seq.); and
(B) has its principal office in this state; and
(2) are engaged in exercising the powers and duties of a
director, officer, or coomttee nenber of such a credit union

(b) Experience as a comm ssioner, deputy conm ssioner, or
exam ner i s equivalent to the experience required by Subsection (a).

(c) Not nore than one individual froma federal credit union
may serve on the comm ssion at any tine.

(d) An individual who ceases to be engaged in exercising the
powers and duties prescribed by this section for a period exceeding
90 days becones ineligible to serve as a conm ssion nenber, and the
i ndividual's position on the comm ssion becones vacant.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(c), eff. Sept. 1, 1999.

Sec. 15.204. QUALI FI CATI ONS OF PUBLI C COW SSI ON MEMBERS. (a)
Fi ve comm ssion nenbers nust be representatives of the public. A
person is not eligible for appointnment as a public nenber of the
comm ssion if the person or the person's spouse:
(1) is enployed by or participates in managi ng or
di recting:
(A) a financial institution; or
(B) an organization, other than a financial
institution, regulated by or receiving noney froma financi al
institution regulatory agency;
(2) has, other than as a nenber or custoner, a financial
interest in:
(A) a financial institution; or
(B) an organization, other than a financi al
institution, regulated by or receiving noney froma financi al
institution regulatory agency; or
(3) uses or receives a substantial anount of tangible
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goods, services, or nmoney fromthe departnent, other than
conpensation or reinbursenent authorized by |aw for comm ssion
menber shi p, attendance, or expenses.

(b) The governor shall appoint public comm ssion nenbers on the
basi s of recogni zed business ability.

(c) In this section, "financial institution"” includes an
institution such as a credit union, bank, savings bank, or savings
and | oan associ ati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(d), eff. Sept. 1, 1999;
Acts 1999, 76th Leg., ch. 87, Sec. 1, eff. Sept. 1, 1999.

Sec. 15.2041. TRAINING PROGRAM (a) A person who is appointed
to and qualifies for office as a nenber of the comm ssion may not
vote, deliberate, or be counted as a nenber in attendance at a
nmeeting of the comm ssion until the person conpletes a training
programthat conplies with this section.

(b) The training program nmust provide the person with
i nformation regarding:

(1) the | aw governi ng departnent operations;
(2) the programs, functions, rules, and budget of the
depart nment ;
(3) the scope of and limtations on the rul emaki ng
authority of the comm ssion;
(4) the results of the nost recent formal audit of the
depart nment;
(5) the requirenents of:
(A) laws relating to open neetings, public information,
adm ni strative procedure, and disclosing conflicts of interest; and
(B) other laws applicable to nmenbers of a state policy-
maki ng body in performing their duties; and
(6) any applicable ethics policies adopted by the
department or the Texas Ethics Conmm ssion.

(c) A person appointed to the conmssion is entitled to
rei mbursenment under Section 15.207, as if the person were a nenber of
t he conmm ssion, for travel expenses incurred in attending the
training program regardl ess of whether the attendance at the program
occurs before or after the person qualifies for office.
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(d) The conm ssioner shall create a training manual that
i ncludes the information required by Subsection (b). The comm ssi oner
shal |l distribute a copy of the training manual annually to each
commi ssi on nmenber. Each conm ssion nenber shall sign and submt to
t he comm ssioner a statenent acknow edgi ng that the conm ssion nenber
recei ved and has reviewed the training nmanual .

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.07(a), eff. Sept. 1
1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 4, eff.
Sept enber 1, 2009.

Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec. 28(e),
ef f. Septenber 1, 2009.

Acts 2021, 87th Leg., RS., Ch. 300 (S.B. 707), Sec. 2, eff.
Septenber 1, 2021.

Sec. 15.205. VACANCIES. The office of a comm ssion nenber
beconmes vacant:
(1) on the death, resignation, or renoval of the nenber
or
(2) if the nmenber ceases to have the qualifications
required for service as a nenber

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.08(a), eff. Sept. 1, 1999.

Sec. 15.206. REMOVAL. (a) A ground for renoval of a
conmi ssi on nmenber by the governor exists if a nmenber:
(1) neglects the nenber's duty;
(2) is inconpetent; or
(3) conmmts fraudulent or crimnal conduct.
(b) It is a ground for renoval fromthe conm ssion that a
menber :
(1) does not have at the tine of taking office the
qualifications required by Sections 15.202, 15.203, and 15. 204;
(2) does not maintain during service on the comm ssion the
applicable qualifications required by Sections 15.202, 15.203, and
15. 204;
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(3) is ineligible for nenbership under Section 15.202,
15. 203, or 15.204;

(4) cannot, because of illness or disability, discharge the
menber's duties for a substantial part of the nmenber's term or

(5) 1is absent fromnore than half of the regularly
schedul ed conm ssion neetings that the nmenber is eligible to attend
during a cal endar year without an excuse approved by a majority vote
of the comm ssi on.

(c) The validity of an action of the conm ssion is not affected
by the fact that it is taken when a ground for renoval of a
conmmi ssi on nenber exi sts.
(d) If the conmm ssioner has know edge that a potential ground

for renoval exists, the comm ssioner shall notify the presiding
of ficer of the comm ssion of the potential ground. The presiding
officer shall then notify the governor and the attorney general that
a potential ground for renoval exists. |If the potential ground for
removal involves the presiding officer, the comm ssioner shall notify
t he next highest ranking officer of the comm ssion, who shall then
notify the governor and the attorney general that a potential ground
for renoval exists

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.08(b), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 5, eff.
Sept enber 1, 2009.

Sec. 15.207. EXPENSES AND COVPENSATI ON OF COVM SSI ON MEMBERS.
(a) A conm ssion nenber may not receive conpensation or a benefit
because of the nmenber's service on the comm ssion except as provided
by Subsection (b).
(b) For each day that a conm ssion nenber engages in the
busi ness of the conm ssion, the nenber is entitled to:
(1) per diem including conpensatory per diem
(2) actual expenses for neals and | odging; and
(3) transportation expenses.
(c) Repealed by Acts 2009, 81st Leg., R S., Ch. 1317, Sec.
28(1), eff. Septenmber 1, 2009.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Amended by:
Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec. 28(i),
eff. Septenber 1, 2009.

Sec. 15.208. MATTER IN WH CH COW SSI ON MEMBER HAS PERSONAL
| NTEREST. (a) A comm ssion nmenber may not act on a matter under the
conmi ssion's consideration that directly affects a credit union of
whi ch the nmenber is an officer, director, or nenber.

(b) The conm ssion shall adopt rules relating to recusal of
menbers, requiring that a nmenber who has a personal or private
interest in a neasure, proposal, or decision pending before the
commi ssion shall publicly disclose the fact to the comm ssion at a
nmeeting held in conpliance with Chapter 551, Governnent Code. The
menber may not vote or otherw se participate in the decision. The
di scl osure shall be entered into the m nutes of the neeting.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.09(a), eff. Sept. 1, 1999.

Sec. 15.209. MEETINGS. (a) The comm ssion shall hold at |east
two regul ar neetings each year.
(b) The chairman, the conm ssioner, or five comm ssion nenbers
may call a special neeting of the conm ssion.
(c) The conm ssion shall adopt reasonable rules governing a
nmeeting, including rules relating to the:
(1) tinme and place of a neeting;
(2) conduct of a neeting; and
(3) formof the mnutes.
(d) The comm ssion is subject to the:
(1) open neetings |aw, Chapter 551, CGovernnment Code; and
(2) admnistrative procedure |aw, Chapter 2001, Governnent
Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.09(b), eff. Sept. 1, 1999.

Sec. 15.210. PRESIDI NG OFFI CER. The governor shall designate a
menber of the conm ssion as the presiding officer of the conm ssion
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to serve in that capacity at the pleasure of the governor.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.09(c), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H. B. 2735), Sec. 6, eff.
Septenber 1, 2009.

Sec. 15.211. SUT FOR OFFICIAL ACT OR OM SSION.  (a) The
attorney general shall defend an action brought agai nst a conm ssion
menber or an officer or enployee of the conm ssion because of the
person's official act or om ssion regardl ess of whether the
i ndividual is a nenber, officer, or enployee of the comm ssion at the
time the action is initiated.

(b) A suit against the comm ssion or its officers or enployees
may be brought only in Travis County.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.212. SUNSET PROVI SION. The Credit Union Departnent and
the Credit Union Conm ssion are subject to Chapter 325, Governnent
Code (Texas Sunset Act). Unless continued in existence as provided
by that chapter, the departnent and comm ssion are abolished
Septenber 1, 2035.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.04(b), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 7, eff.
Sept enber 1, 2009.

Acts 2021, 87th Leg., RS., Ch. 300 (S.B. 707), Sec. 3, eff.
Sept enber 1, 2021.

Acts 2023, 88th Leg., RS., Ch. 941 (S.B. 1659), Sec. 3.05, eff.
June 18, 2023.

SUBCHAPTER D. COWMM SSI ONER AND OTHER EMPLOYEES OF COWM SSI ON
Sec. 15.301. COW SSIONER. (a) The conmi ssion shall appoint a
conmmi ssioner by affirmative vote of two-thirds of the nmenbership of
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t he conm ssi on.
(b) The conm ssioner serves at the will of the conm ssion.
(c) The comm ssioner is an enployee of the conm ssion and is
subject to the comm ssion's orders and directions.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.302. QUALIFICATIONS OF COWM SSI ONER.  (a) The
conm ssi oner nust have at |east five years' practical experience in
the operation of credit unions during the 10 years preceding the
conmi ssi oner' s appoi nt ment .

(b) The experience required by this section may consi st of
experi ence:

(1) in exercising the powers and duties of a director,
officer, or conmttee nmenber of a credit union; or
(2) in the enploynent of a credit union regul atory agency.

(c) A person may not be appoi nted comm ssioner if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in the financial institutions field; or

(2) the person's spouse is an officer, nanager, or paid
consultant of a Texas trade association in the financial institutions
field.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 8, eff.
Sept enber 1, 2009.

Sec. 15.303. DEPUTY COW SSIONER.  (a) Subject to the
conmi ssion's approval, the comm ssioner may appoint a deputy
commi ssi oner, who nmust have the qualifications required of the
conm ssi oner.

(b) The deputy comm ssioner serves at the will of the
commi ssi oner and, at the conm ssioner's direction, nay exercise the
powers and prerogatives of the comm ssioner.

(c) The deputy comm ssioner is an enpl oyee of the comm ssion
and is subject to the comm ssion's orders and directions.

(d) During the conm ssioner's absence or inability to act, the
deputy comm ssioner shall performthe conm ssioner's duties.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.304. EXAM NERS. (a) The comm ssioner shall appoint a
sufficient nunber of credit union examners to performfully the
duties inposed by the laws of this state.

(b) Appointnment of an exam ner is subject to recruitnent
specifications and qualifications approved by the comm ssion.

(c) An examner is an enployee of the comm ssion and i s subject
to the comm ssion's orders and directions.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.305. GENERAL COUNSEL. A person may not act as the
general counsel to the conm ssion or the departnent if the person is
required to register as a | obbyist under Chapter 305, Governnent
Code, because of the person's activities for conpensation on behal f
of a profession related to the operation of the departnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(e), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 9, eff.
Sept enber 1, 2009.

Sec. 15.306. OATH. Before assum ng the duties of office, the
comm ssi oner, the deputy comm ssioner, each exam ner, and each ot her
of ficer or enployee of the comm ssion nust take an oath of office
approved by the conm ssion.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2003, 78th Leg., ch. 285, Sec. 8, eff. Sept. 1, 2003.

Sec. 15.307. OFFI CERS OF COW SSI ON AND DEPARTMENT. Each
of ficer of the comm ssion and departnent, except a comm ssion nenber,
is an enpl oyee of the comm ssion and is subject to the conm ssion's
orders and directions.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.309. | NTRA- AGENCY CAREER LADDER. (a) The comnm ssioner
or a person designated by the comm ssioner shall develop an intra-
agency career | adder programthat addresses opportunities for
nmobi ity and advancenent for enployees within the departnment.

(b) The program nmust require intra-agency posting of all non-
entry-level positions concurrently wth public posting.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.12(a), eff. Sept. 1, 1999.

Sec. 15.310. PERFORMANCE EVALUATION. (a) The conm ssioner or
a person designated by the comm ssioner shall develop a system of
annual performance eval uations that are based on docunented enpl oyee
per f or mance.

(b) Merit pay for departnent enpl oyees nust be based on the
system est abl i shed under this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.12(b), eff. Sept. 1, 1999.

Sec. 15.311. QUALIFI CATI ONS OF EMPLOYEES. A person may not be

a departnent enpl oyee enployed in a "bona fide executive,
adm ni strative, or professional capacity," as that phrase is used for
pur poses of establishing an exenption to the overtinme provisions of
the federal Fair Labor Standards Act of 1938 (29 U. S.C. Section 201
et seq.), if:

(1) the person is an officer, enployee, or paid consultant
of a Texas trade association in the financial institutions field; or

(2) the person's spouse is an officer, manager, or paid
consultant of a Texas trade association in the financial institutions
field.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.05(f), eff. Sept. 1
1999.
Amended by:

Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 10, eff.
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Sept enber 1, 2009.

Sec. 15.312. | NFORMATI ON PROVI DED TO MEMBERS AND EMPLOYEES
The conm ssioner or the conmm ssioner's designee shall provide to
menbers of the comm ssion and to departnent enpl oyees, as often as
necessary, information regarding their qualification for office or
enpl oynment under this chapter and their responsibilities under
applicable laws relating to standards of conduct for state officers
or enpl oyees.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.11(a), eff. Sept. 1
1999.

Sec. 15.313. EQUAL EMPLOYMENT OPPORTUNITY POLICY. (a) The
commi ssi oner or a person designated by the conm ssioner shall prepare
and maintain a witten policy statenent to assure inplenentation of a
program of equal enploynent opportunity under which all personnel
transactions are nade without regard to race, color, disability, sex,
religion, age, or national origin. The policy statenment mnust
i ncl ude:

(1) personnel policies, including policies relating to
recrui tnment, evaluation, selection, appointnent, training, and
pronoti on of personnel that conply with requirenents of Chapter 21,
Labor Code;

(2) a conprehensive analysis of the departnment workforce
that neets federal and state |aw, including rules and regul ations,
and instructions adopted directly fromthat |aw,

(3) procedures by which a determ nation can be nmade about
the extent of underuse in the departnment workforce of all persons for
whom federal or state |laws, including rules and regul ations, and
instructions adopted directly fromthat | aw, encourage a nore
equi t abl e bal ance; and

(4) reasonable nethods to appropriately address those areas
of underuse.

(b) A policy statenent prepared under Subsection (a) nust:

(1) cover an annual peri od;

(2) be updated annually and reviewed by the Comm ssion on
Human Ri ghts for conpliance with Subsection (a)(1); and
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(3) be filed with the governor's office.

(c) The governor's office shall deliver a biennial report to
the | egislature based on the information received under Subsection
(b). The report may be nmade separately or as a part of other
bi ennial reports made to the |egislature.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.13(a), eff. Sept. 1,
1999.

SUBCHAPTER E. POAERS AND DUTI ES OF COWM SSI ON AND COWMM SSI ONER
Sec. 15.401. SUPERVI SION OF COW SSI ONER.  The comm ssi on shal
supervi se, consult with, and advise the conmm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.4011. CREDI T UNI ON DEPARTMENT BUI LDI NG  The conm ssion
shal | have charge and control of the property known as the Credit
Uni on Departnent Buil ding and use of staff, equipnent, and facilities
of the departnment. The Credit Union Departnent Building refers to
the property located in the city of Austin and titled in the nane of
the State of Texas for the use and benefit of the Credit Union
Department, as descri bed by deed recorded in Volunme 6126, Page 27, of
t he Deed Records of Travis County, Texas.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(f), eff. Septenber 1, 2009.

Sec. 15.402. ADOPTION OF RULES. (a) The conmm ssion may adopt
reasonabl e rul es necessary to adm nister this chapter and to
acconplish the purposes of Subtitle D, Title 3.

(b) In adopting rules under this section, the conm ssion may
regul ate and classify credit unions according to criteria that the
comm ssion determ nes are appropriate and necessary to acconplish the
pur poses of this chapter and Subtitle D, Title 3, including the:

(1) character of field of nenbership;
(2) anount of assets;

(3) nunber of nenbers; and

(4) financial condition.
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(b-1) In adopting rules under this section, the conm ssion
shal | consider the need to:

(1) pronote a stable credit union environnent;

(2) provide credit union nmenbers with convenient, safe, and
conpetitive services;

(3) preserve and pronote the conpetitive parity of credit
unions with regard to other depository institutions consistent with
the safety and soundness of credit unions; and

(4) pronote or encourage econonm c devel opnent in this
st at e.

(c) The conmm ssion by rule shall establish reasonabl e and
necessary fees for the admnistration of this chapter and Subtitle D
Title 3.

(d) The presence or absence in this chapter or Subtitle D
Title 3, of a specific reference to rules regarding a particul ar
subj ect does not enlarge or dimnish the rul emaki ng authority
provi ded by this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 157, Sec. 2, eff. Sept. 1, 1999; Acts
2003, 78th Leg., ch. 533, Sec. 1, eff. Sept. 1, 2003.

Sec. 15.4021. RECEIPT OF PUBLI C COMMENTS; NOTI CE OF COWM SSI ON
ACTIVITIES. (a) The conm ssion shall develop and inplenent policies
that provide the public with a reasonabl e opportunity to appear
before the comm ssion and to speak on any issue under the
jurisdiction of the departnent.

(b) The conm ssion shall adopt rules providing for public
notice of departnent activities.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.10(a), eff. Sept. 1,
1999.

Sec. 15.4022. RULES RELATI NG TO COVPETI Tl VE BI DDI NG AND
ADVERTI SING (a) The conmm ssion may not adopt rules restricting
conpetitive bidding or advertising by a credit union except to
prohi bit fal se, m sleading, or deceptive practices.

(b) Inits rules to prohibit false, msleading, or deceptive
practices, the comm ssion may not include a rule that:
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(1) restricts the use of any nmedium for adverti sing;

(2) relates to the size or duration of an advertisenment by
the credit union; or

(3) restricts the credit union's advertisenment under a
trade nane.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.10(a), eff. Sept. 1,
1999.

Sec. 15.4023. SEPARATI ON OF RESPONSI BI LI TIES. The conmi ssion
shal | devel op and inplenent policies that clearly separate the
policy-making responsibilities of the conm ssion and the managenent
responsi bilities of the comm ssioner and the staff of the departnent.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.10(a), eff. Sept. 1
1999.

Sec. 15.4025. NEGOTI ATED RULEMAKI NG AND ALTERNATI VE DI SPUTE
RESCLUTI ON PCLI CY. (a) The conmi ssion shall devel op and inplenent a
policy to encourage the use of:

(1) negotiated rul emaki ng procedures under Chapter 2008,
Government Code, for the adoption of departnent rules; and

(2) appropriate alternative dispute resolution procedures
under Chapter 2009, CGovernnment Code, to assist in the resolution of
internal and external disputes under the departnent's jurisdiction

(b) The department's procedures relating to alternative dispute
resolution nmust conform to the extent possible, to any nodel
gui delines issued by the State Ofice of Adm nistrative Hearings for
the use of alternative dispute resolution by state agenci es.

(c) The comm ssion shall designate a trained person to:

(1) coordinate the inplenentation of the policy adopted
under Subsection (a);

(2) serve as a resource for any training needed to
i npl enent the procedures for negotiated rul emaking or alternative
di spute resolution; and

(3) collect data concerning the effectiveness of those
procedures, as inplenented by the departnent.

Added by Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 11

Statute text rendered on: 10/6/2023 - 76 -


http://www.legis.state.tx.us/tlodocs/81R/billtext/html/HB02735F.HTM

FI NANCE CODE

ef f. Septenber 1, 2009.

Redesi gnated from Fi nance Code, Section 15.4024 by Acts 2011, 82nd
Leg., RS., Ch. 91 (S.B. 1303), Sec. 27.001(11), eff. Septenber 1,
2011.

Sec. 15.403. SUPERVI SI ON AND REGULATION OF CREDIT UNIONS. (a)
The conm ssioner shall supervise and regulate a credit union doing
business in this state, other than a federal credit union, in
accordance with this chapter and Subtitle D, Title 3, including rules
adopted under this chapter and Subtitle D, Title 3.

(b) To the extent necessary to the departnent's authority to
supervise and regulate credit unions under this chapter and Subtitle
D, Title 3, the comm ssioner may require each credit union to conduct
business in conpliance with federal laws that apply to credit unions.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2003, 78th Leg., ch. 533, Sec. 2, eff. Sept. 1, 2003.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 19 (S.B. 244), Sec. 1, eff.
Septenber 1, 2013.

Sec. 15.4031. CREDIT UNION COW SSI ONER HEARI NG  (a) The
comm ssi oner nmay convene a hearing to receive evidence and ar gunent
regarding any matter under this chapter or Subtitle D, Title 3,
before the comm ssioner for decision or review The hearing nust be
conduct ed under Chapter 2001, Governnent Code. A matter nade
confidential by |aw nmust be considered by the comm ssioner in a
cl osed heari ng.

(b) A hearing officer may conduct any hearing on behalf of the
conmmi ssi oner .

Added by Acts 2003, 78th Leg., ch. 533, Sec. 3, eff. Sept. 1, 2003.

Sec. 15.4032. EXAM NATI ON OF RELATED ENTITIES. (a) In
accordance with rul es adopted by the comm ssion, the conm ssioner may
exanm ne, to the sanme extent as if the services or activities were
performed by a credit union on its own prem ses:

(1) a credit union service organization in which a credit
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union has a material interest;

(2) an organization engaged primarily in the business of
managi ng one or nore credit unions; and

(3) athird-party contractor providing electronic data
processing, electronic fund transfers, or other nenber services on
behal f of a credit union.

(b) The conmm ssioner may collect a fee froman exam ned
contractor or organization in connection with each exam nation to
cover the cost of the exami nation or may collect that fee fromthe
credit unions that use the exam ned contractor.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 3, eff. Sept. 1, 2003.

Sec. 15.404. ADM NI STRATI ON AND ENFORCEMENT OF STATUTES AND
RULES. The commi ssioner shall adm nister and enforce this chapter
and Subtitle D, Title 3, and rul es adopted under this chapter and
Subtitle D, Title 3.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2003, 78th Leg., ch. 533, Sec. 4, eff. Sept. 1, 2003.

Sec. 15.4041. | SSUANCE OF | NTERPRETI VE STATEMENTS. (a) The
conmi ssioner may issue interpretive statenents containing nmatters of
general policy to guide the public and credit unions, and may anend
or repeal a published interpretive statenment by issuing an anended
statenent or notice of repeal of a statenent.

(b) An interpretive statenent nmay be di ssem nated by
newsl etter, through an el ectronic nedium such as the Internet, in a
vol ume of statutes or related materials published by the conm ssioner
or others, or by any other neans reasonably calculated to notify
persons affected by the interpretive statenent. Notice of an anmended
or withdrawn statenent nust be dissemnated in a substantially
simlar manner as the affected statenent was originally di ssem nated.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 5, eff. Sept. 1, 2003.

Sec. 15.4042. |1SSUANCE OF OCPINION. (a) In response to a
specific request froma nenber of the public or the credit union
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i ndustry, the conm ssioner nmay issue an opinion directly or through
t he deputy comm ssioner or a departnment attorney.

(b) If the comm ssioner determ nes that the opinion is useful
for the general guidance of the public or credit unions, the
conmi ssi oner may di ssem nate the opinion by newsletter, through an
el ectroni ¢ nedi um such as the Internet, in a volunme of statutes or
related materials published by the comm ssioner or others, or by any
ot her nmeans reasonably calculated to notify persons affected by the
opi nion. A published opinion nust be redacted to preserve the
confidentiality of the requesting party unless the requesting party
consents to be identified in the published opinion.

(c) The comm ssioner may anmend or repeal a published opinion by
i ssui ng an anended opinion or notice of repeal of an opinion and
di ssem nating the opinion or notice in a substantially simlar manner
as the affected opinion was originally dissem nated. The requesting
party may rely on the original opinion if:

(1) all material facts were originally disclosed to the
conmm Ssi oner

(2) the safety and soundness of the affected credit union
wi Il not be endangered by further reliance on the original opinion;
and

(3) the text and interpretation of relevant governing
provi sions of this chapter or Subtitle D, Title 3, have not been
changed by legislative or judicial action.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 5, eff. Sept. 1, 2003.

Sec. 15.4043. EFFECT OF | NTERPRETI VE STATEMENT OR OPI NION. An
interpretive statenent or opinion issued under this subchapter does
not have the force of law and is not a rule for the purposes of
Chapter 2001, Governnent Code, unless adopted by the comm ssion as
provi ded by Chapter 2001, Governnent Code. An interpretive statenent
or opinion is an admnistrative construction of this chapter or
Subtitle D, Title 3, may be relied on by credit unions authorized to
engage in business in this state, and is entitled to great weight if
t he construction is reasonable and does not conflict with this
chapter or Subtitle D, Title 3.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 5, eff. Sept. 1, 2003.
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Sec. 15.4044. FEES. The departnment may charge a |late fee
against a credit union for late paynent of its operating fees.

Added by Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 12,
ef f. Septenber 1, 2009.

Sec. 15.405. LEG SLATI VE RECOMMENDATI ONS. The conmi ssi oner
shal |l report the department's |egislative recommendations to the
| egi slature for consideration.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.406. ATTENDANCE AT COWM SSI ON MEETI NGS; VOTING  The
conmmi ssioner shall attend neetings of the comm ssion but may not vote
at a neeting.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.407. OFFICIAL COW TTEES. The chairman nmay appoi nt
i ndi vi dual s who are not comm ssion nenbers to serve on offici al
commttees that are charged with eval uating industry methods or
probl ems and presenting formal recommendations to the comm ssion for
possi bl e action. The individuals appointed are entitled to
rei nbursenent for reasonabl e and necessary expenses incidental to
travel incurred in connection with the performance of official
duti es.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1158, Sec. 7, eff. Sept. 1, 2001.

Sec. 15.408. CONSUMER COVPLAINTS. (a) The departnent shal
mai ntain a systemto pronptly and efficiently act on conplaints filed
with the departnent. The departnment shall maintain information about
parties to the conplaint, the subject nmatter of the conplaint, a
summary of the results of the review or investigation of the
conplaint, and its disposition.

(b) The departnent shall make information avail abl e descri bing
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its procedures for conplaint investigation and resol ution.

(c) The department shall periodically notify the conplaint
parties of the status of the conplaint until final disposition unless
the notice would jeopardize an investigation.

Redesi gnated from Fi nance Code Sec. 15.409(b), (c), and (d) and
anmended by Acts 2021, 87th Leg., R S., Ch. 300 (S.B. 707), Sec. 4,
ef f. Septenber 1, 2021.

Sec. 15.4081. COWPLAI NT TRACKI NG ANNUAL STATI STI CAL ANALYSI S.
(a) To help identify and address regul atory issues and constraints,
the departnent shall track all phases of the conplaint and
enf orcenent processes, including the receipt, investigation, and
di sposition of conplaints. The departnent shall naintain the
follow ng informati on for each conplaint:
(1) the basis for the conplaint;
(2) the origin of the conplaint, including whether the
conpl aint was issued from
(A) another regul atory agency;
(B) a credit union nmenber
(C a credit union enpl oyee;
(D) a nenber of the public; or
(E) a public or private entity;
(3) the nunber of days taken to resolve the conplaint from
the date the conpl aint was received; and
(4) the disposition of the conplaint, including:
(A) if no disciplinary action was taken, the reasons no
di sci plinary action was taken;
(B) if disciplinary action was taken, the type of
di sciplinary action taken, including the amount of any adm nistrative
penalty or |ate fee;
(C if dismssed or referred to another agency, the
details regarding dismssal or referral; and
(D) if ongoing, the current status of the conplaint.
(b) The departnent shall annually conpile a statistical
anal ysis of the departnent’'s conpl aint and enforcenent processes for
the preceding fiscal year. The analysis nust include:
(1) the total nunmber of conplaints filed with the
depart nment agai nst credit unions;
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(2) the nunber of open investigations at the end of the
fiscal year
(3) the nunber of conplaints that were resol ved,
di saggregat ed by:
(A) the source of the conplaint;
(B) the type of alleged violation;
(© jurisdictional and non-jurisdictional conplaints;
(D) regulatory and nonregul atory conpl ai nts; and
(E) the disposition and type of action taken, including
any adm nistrative penalty or |late fee assessed; and
(4) the average nunber of days taken to resolve a
conpl aint, including conplaints that were resol ved through an
exam nation of a credit union.

Added by Acts 2021, 87th Leg., RS., Ch. 300 (S.B. 707), Sec. 5, eff.
Septenber 1, 2021.

Sec. 15.409. CONSUMER | NFORVATION. (a) The comm ssioner
shal | :
(1) supervise the preparation of public interest
i nformation descri bi ng:
(A) functions of the departnent;
(B) procedures for filing and resolving conplaints;
and
(C other matters of general interest relating to
credit unions; and
(2) make the information prepared under Subdivision (1)
avai lable to the public and appropriate state agenci es.

(c) Redesignated by Acts 2021, 87th Leg., R S., Ch. 300 (S.B
707), Sec. 4, eff. Septenmber 1, 2021.

(d) Redesignated by Acts 2021, 87th Leg., R S., Ch. 300 (S.B
707), Sec. 4, eff. Septenmber 1, 2021.

(e) The comm ssion by rule shall establish nmethods by which
consuners and service recipients are notified of the name, mailing
address, tel ephone nunmber, and Internet website of the departnent for
the purpose of directing conplaints to the departnent. The
commi ssion shall provide for that notification:

(1) on the Internet website of a credit union regul ated
under this chapter and Subtitle D, Title 3, if the credit union
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mai ntai ns a website;

(2) on a sign promnently displayed in the place of
busi ness of each credit union regul ated under this chapter and
Subtitle D, Title 3; and

(3) in any newsletter distributed by a credit union
regul ated under this chapter and Subtitle D, Title 3, if the credit
union distributes a newsletter.

(f) The conmm ssion by rule may establish other methods by which
credit unions that do not have an Internet website or do not
distribute a newsletter may make the informati on described by
Subsection (e) nore readily available to credit unions' custoners and
service recipients.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.11(c), eff. Sept. 1, 1999.
Amended by:

Acts 2009, 81st Leg., R S
Sept enber 1, 2009.

Acts 2013, 83rd Leg., R S.,
Sept enber 1, 2013.

Acts 2021, 87th Leg., R S.,
Septenber 1, 2021.

Acts 2021, 87th Leg., R S
Septenber 1, 2021.

695 (H B. 2735), Sec. 13, eff.
19 (S.B. 244), Sec. 2, eff.

300 (S.B. 707), Sec. 4, eff.

& g 8 7

300 (S.B. 707), Sec. 6, eff.

Sec. 15.4091. ACCESS TO DEPARTMENT FACI LI TI ES, PROGRAMS, AND
SERVICES. (a) The departnent shall conply with federal and state
laws related to programand facility accessibility.

(b) The conm ssioner shall prepare and maintain a witten plan
t hat descri bes how a person who does not speak English can be
provi ded reasonabl e access to the departnent's prograns and services.

Added by Acts 1999, 76th Leg., ch. 62, Sec. 7.11(d), eff. Sept. 1
1999.

Sec. 15.410. SHARE AND DEPOCSI TOR | NSURANCE PROTECTION. (a)
The conm ssion shall adopt, and the comm ssioner shall enforce,
reasonable rules requiring a credit union to provide share and
deposit insurance protection for credit union nenbers and depositors.
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(b) Rules adopted under this section nust include authorization
for and establishnent of a share and deposit guaranty corporation or
credit union under the departnment's exclusive regulation to enable
the departnent to carry out the purposes of this chapter and Subtitle
D Title 3.

(c) A credit union may provi de share and deposit insurance
protection through anot her source approved by the departnment,
including a program of the National Credit Union Adm nistration.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 15.4105. ANNUAL REPORT TO MEMBERS. (a) The conm ssion
shal | adopt, and the conm ssioner shall enforce, reasonable rules
requiring a credit union regul ated under this chapter and Subtitle D
Title 3, to provide an annual report to the credit union's nenbers
regarding the credit union's financial condition and nmanagenent. The
report mnust:

(1) include a current bal ance sheet;
(2) include an incone and expense statenent;
(3) contain the nanme and date of expiration of the term of
of fice of each nenber serving on the board of directors;
(4) contain a brief description of any changes, since the
precedi ng report was provided under this section, to the credit
uni on's:
(A) nmanagenent;
(B) byl aws;
(C articles of incorporation;
(D) financial condition;
(E) nmenbership size; and
(F) services offered; and
(5) ~contain any other information the comm ssion considers
necessary to ensure that credit union nmenbers are provided with basic
knowl edge of the credit union's financial condition and managenent.

(b) In adopting rules under this section, the comm ssion nust
ensure that a credit union:

(1) updates the report before the credit union's annual
or gani zati onal neeting;

(2) makes the report avail able to nenbers throughout the
year on the credit union's Internet website, if the credit union
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mai ntains a website; and

(3) provides the report to credit union nmenbers by an
alternative nethod, including delivery at the credit union's annual
organi zational neeting, if the credit union does not have an I nternet
websi te.

Added by Acts 2009, 81st Leg., R S., Ch. 695 (H B. 2735), Sec. 14,
ef f. Septenber 1, 2009.

Sec. 15.411. ACREEMENTS W TH OTHER REGULATCRS. (a) The
conmi ssioner nmay enter into an agreenent with any credit union
supervi sory agency regardi ng the exam nation or supervision of branch
of fices of credit unions chartered in this state doing business in
other states and foreign credit unions doing business in this state.
In lieu of conducting an exam nation or investigation required by
this subtitle, the conm ssioner nay accept exam nations or reports
fromother credit union supervisory agencies. The acceptance of the
exam nation or report does not waive any fee, charge, or revenue
required to be paid by a credit union, including a foreign credit
uni on doing business in this state.

(b) The comm ssioner may enter into any cooperative arrangenent
with other credit union supervisory agencies to pronote the effective
regul ation of state credit unions doing business across state |ines,

i ncluding contracting to use another agency's exam ners, allow ng for
the use of exam ners of this state by another agency, or collecting
fees on behal f of or receiving paynents through another agency.

Added by Acts 1999, 76th Leg., ch. 157, Sec. 4, eff. Sept. 1, 1999.

Sec. 15.4111. REGULATORY COCRDI NATION. To ensure effective
coordi nati on anong and between the departnent and other state and
federal agencies, the comm ssioner and those agencies nmay enter into
cooperative, coordinating, or information-sharing agreenents that are
necessary or proper to enforce the state or federal |aws applicable
to credit unions.

Added by Acts 2013, 83rd Leg., RS., Ch. 19 (S.B. 244), Sec. 3, eff.
Sept enber 1, 2013.
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Sec. 15.412. FILING GROUP RETURN W TH THE | NTERNAL REVENUE
SERVICE. (a) The conm ssioner may file a consolidated group return
formw th the Internal Revenue Service on behalf of all credit unions
under the departnent's jurisdiction. To be included, each credit
uni on nust annual ly authorize the departnent in witing to include
the credit union in the group return and nust declare that the
aut hori zation and the financial information submtted for the purpose
of conpiling the group return are true and conpl ete.

(b) The state is not liable for information contained in any
formsubmtted. Each credit union is individually responsible for
t he accuracy, conpleteness, and tineliness of the information and for
any potential tax liability or penalties that nmay accrue.

Added by Acts 1999, 76th Leg., ch. 157, Sec. 4, eff. Sept. 1, 1999.

Sec. 15.413. | NTERPRETATI ON OF HOVE EQUI TY LENDI NG LAW The
conm ssion may, on request of an interested person or on its own
notion, issue interpretations of Sections 50(a)(5)-(7), (e)-(p), (t),
and (u), Article XVI, Texas Constitution. An interpretation under
this section is subject to Chapter 2001, Government Code, and is
applicable to | enders regul ated by the comm ssion. The Finance
Comm ssi on of Texas and the comm ssion shall attenpt to adopt
interpretations that are as consistent as feasible or shall state
justification for any inconsistency.

Acts 2003, 78th Leg., ch. 1207, Sec. 2, eff. Sept. 13, 2003.

Sec. 15.414. AUTHORITY TO CONTRACT FOR PROFESSI ONAL OR PERSONAL
SERVI CES. For the purpose of carrying out the powers, duties, and
responsibilities of the departnent, the conm ssioner nmay negoti ate,
contract, or enter into an agreenent for professional or personal
services. The comm ssion by rule shall adopt policies and procedures
consistent with applicable state procurenent practices for soliciting
and awardi ng contracts under this section.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 5, eff. Sept. 1, 2003.

Sec. 15.415. G FTS OF MONEY OR PROPERTY. The departnent may
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accept noney or property by gift, bequest, devise, or otherw se for
any departnent purpose authorized by this chapter and Subtitle D,
Title 3. A gift, bequest, or devise shall be used for the purposes
specified by the grantor. The commi ssion nmust approve acceptance and
use of any gift, bequest, or devise under this section.

Added by Acts 2003, 78th Leg., ch. 533, Sec. 5, eff. Sept. 1, 200S3.
Renunbered from Fi nance Code, Section 15.413 by Acts 2005, 79th Leg.,
Ch. 728 (H. B. 2018), Sec. 23.001(26), eff. Septenmber 1, 2005.

Sec. 15.416. USE OF TECHNOLOGY. The conmm ssion shall inplenent
a policy requiring the departnent to use appropriate technol ogi cal
solutions to inprove the departnent's ability to performits
functions. The policy nust ensure that the public is able to
interact with the departnment on the Internet.

Added by Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 15,
eff. Septenber 1, 2009.

SUBCHAPTER F. RULES REGARDI NG USE OF ADVI SORY COWM TTEES
Sec. 15.501. RULEMAKI NG AUTHORITY. (a) The conmm ssion shal
adopt rules, in conpliance with Section 15.407 and Chapter 2110,
Gover nment Code, regarding the purpose, structure, and use of
advi sory comm ttees by the conm ssion, including rules governing an
advi sory committee's:
(1) purpose, role, responsibility, and goals;
(2) size and quorum requirenents;
(3) qualifications for menbership, including experience
requi renents and geographic representation;
(4) appoi ntnent procedures;
(5) terms of service;
(6) training requirenents; and
(7) duration.
(b) An advisory commttee nust be structured and used to advise
the conmm ssion. An advisory commttee nay not be responsible for
rul emaki ng or policymaking.

Added by Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 16,
eff. Septenber 1, 2009.
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Sec. 15.502. PERI ODI C EVALUATION. The comm ssion shall by rule
establish a process by which the comm ssion shall periodically
eval uate an advisory conmttee to ensure its continued necessity.
The comm ssion may retain or develop conmttees as appropriate to
nmeet changi ng needs.

Added by Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 16,
eff. Septenber 1, 2009.

Sec. 15.503. COWPLI ANCE W TH OPEN MEETI NGS ACT. A conm ssi on
advi sory comm ttee nust conply with Chapter 551, Governnent Code.

Added by Acts 2009, 81st Leg., RS., Ch. 695 (H B. 2735), Sec. 16,
eff. Septenber 1, 2009.

CHAPTER 16. FI NANCI AL REGULATORY AGENCI ES: SELF- DI RECTED AND SEM -
| NDEPENDENT
Sec. 16.001. DEFINITIONS. In this chapter:
(1) "Financial regulatory agency" neans:
(A) the Texas Departnment of Banki ng;
(B) the Departnent of Savings and Mortgage Lendi ng;
(C© the Ofice of Consuner Credit Conm ssioner; and
(D) the Credit Union Department.
(2) "Policy-making body" neans:
(A) the Finance Comm ssion of Texas for:
(1) the Texas Departnment of Banki ng;
(ii) the Departnent of Savings and Mortgage
Lendi ng; and
(tit) the Ofice of Consumer Credit Comm ssioner;
and
(B) the Credit Union Comm ssion for the Credit Union
Depart nment .

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec.
28(a), eff. Septenber 1, 2009.
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Sec. 16.002. SELF-DI RECTED AND SEM - | NDEPENDENT STATUS OF
FI NANCI AL REGULATORY AGENCI ES. Notw t hstandi ng any ot her provision
of law, a financial regulatory agency is self-directed and sem -
i ndependent as specified by this chapter. Any Act of the 81st
Legislature that relates to a financial regulatory agency and that is
i nconsistent with the agency being self-directed and sem -i ndependent
may be inplenmented by the financial regulatory agency only on
aut hori zation by the policy-making body of the financial regulatory
agency.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.003. BUDGET, REVENUES, AND EXPENSES. (a) A financi al
regul atory agency shall submt to the policy-mking body of the
financial regul atory agency a budget annually using generally
accepted accounting principles. Notwthstanding any other provision
of law, including the General Appropriations Act, the budget shall be
adopted and approved only by the policy-nmaking body of the financi al
regul at ory agency.

(b) A financial regulatory agency shall be responsible for al
direct and indirect costs of the agency's existence and operati on.
The financial regulatory agency may not directly or indirectly cause
t he general revenue fund to incur any cost.

(c) Subject to any Iimtations in a financial regul atory
agency's enabling legislation, a financial regulatory agency may set
the anobunts of fees, penalties, charges, and revenues required or
permtted by statute or rule as necessary for the purpose of carrying
out the functions of the financial regulatory agency and funding the
budget adopted and approved under Subsection (a).

(d) Al fees and funds collected by a financial regulatory
agency and any funds appropriated to the financial regul atory agency
shal |l be deposited in interest-bearing deposit accounts in the Texas
Treasury Saf ekeeping Trust Conpany. The conptroller shall contract
with the financial regulatory agency for the maintenance of the
deposit accounts under terns conparable to a contract between a
comercial banking institution and the institution's custoners.

(e) Periodically, each financial regulatory agency shall submt
to the agency's policy-naking body, as directed by the policy-nmaking
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body, a report of the receipts and expenditures of the financial
regul at ory agency.

(f) The fiscal year for a financial regulatory agency begins on
Sept enber 1 and ends on August 31.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.004. AUDITS. This chapter does not affect the duty of
the state auditor to audit a financial regulatory agency. The state
auditor shall enter into a contract and schedule with each financi al
regul atory agency to conduct audits, including financial reports and
performance audits. The financial regulatory agency shall reinburse
the state auditor for all costs incurred in performng the audits and
shal |l provide to the governor a copy of any audit perforned.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.005. RECORDS; REPORTI NG REQUI REMENTS. (a) A financial
regul atory agency shall keep financial and statistical information as
necessary to disclose conpletely and accurately the financi al
condition and results of operations of the agency.

(b) Before the beginning of each regul ar session of the
| egi sl ature, each financial regulatory agency shall submt to the
| egi sl ature and the governor a report describing all of the agency's
activities in the previous biennium The report nust include:

(1) an audit as required by Section 16.004;

(2) a financial report of the previous fiscal year,
including reports on financial condition and results of operations;

(3) a description of all changes in fees inposed on
regul ated i ndustri es;

(4) a report on changes in the regulatory jurisdiction of
t he agency, including the nunber of chartered financial institutions,
Iicense holders, and registrants subject to the agency's jurisdiction
and any changes in those figures; and

(5) alist of all new rul es adopted or repeal ed.

(c) In addition to the reporting requirenents of Subsection
(b), not later than Novenber 1 of each year, each financi al
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regul atory agency shall submt to the governor, the comrttee of each
house of the legislature that has jurisdiction over appropriations,
and the Legislative Budget Board a report that contains:

(1) the salary for all financial regulatory agency
personnel and the total anount of per di em expenses and travel
expenses paid for all agency enpl oyees;

(2) the total anount of per diem expenses and travel
expenses paid for each nenber of the agency's policy-nmaki ng body,
provi ded that only one report nust be submtted regarding the Finance
Conmi ssi on of Texas;

(3) the agency's operating plan and annual budget; and

(4) a detailed report of all revenue received and al
expenses incurred by the financial regulatory agency in the previous
12 nont hs.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.006. ABILITY TO CONTRACT. (a) To carry out and
pronote the objectives of this chapter, a financial regulatory agency
may enter into contracts and do all other acts incidental to those
contracts that are necessary for the adm nistration of the agency's
affairs and for the attai nment of the agency's purposes, except as
limted by Subsection (b).

(b) Any indebtedness, liability, or obligation of the financial
regul atory agency incurred under this section nmay not:

(1) <create a debt or other liability of this state or
anot her entity other than the financial regulatory agency; or

(2) <create any personal liability on the part of the
menbers of the policy-nmaking body or the body's or agency's
enpl oyees.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.007. PROPERTY. A financial regulatory agency may:
(1) acquire by purchase, |lease, gift, or any other manner
provi ded by |aw and naintain, use, and operate any real, personal, or
m xed property, or any interest in property, necessary or convenient
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to the exercise of the powers, rights, privileges, or functions of
the financial regul atory agency;

(2) sell or otherw se dispose of any real, personal, or
m xed property, or any interest in property, that the financi al
regul atory agency determines is not necessary or convenient to the
exerci se of the agency's powers, rights, privileges, or functions;

(3) construct, extend, inprove, naintain, and reconstruct,
or cause to construct, extend, inprove, nmaintain, and reconstruct,
and use and operate all facilities necessary or convenient to the
exerci se of the powers, rights, privileges, or functions of the
financi al regul atory agency; and

(4) borrow noney, as may be authorized fromtinme to tinme by
an affirmative vote of a two-thirds najority of the policy-making
body of the financial regulatory agency, for a period not to exceed
five years if necessary or convenient to the exercise of the
financial regul atory agency's powers, rights, privileges, or
functions.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.008. SUTS. The office of the attorney general shal
represent a financial regulatory agency in any litigation. The
attorney general may assess and collect fromthe financial regul atory
agency reasonable attorney's fees associated with any litigation
under this section.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.009. POST-PARTICI PATION LIABILITY. (a) |If a financial
regul atory agency no |onger has status under this chapter as a self-
directed sem -i ndependent financial regulatory agency for any reason,
t he agency shall be liable for any expenses or debts incurred by the
agency during the time the agency was a self-directed sem -

i ndependent financial regulatory agency. The agency's liability
under this section includes liability for any | ease entered into by

t he agency. This state is not |liable for any expense or debt covered
by this subsection, and noney fromthe general revenue fund may not
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be used to repay the expense or debt.

(b) If a financial regulatory agency no |onger has status under
this chapter as a self-directed sem -i ndependent financial regulatory
agency for any reason, ownership of any property or other asset
acquired by the agency during the tine the agency was a self-directed
sem -i ndependent financial regulatory agency, including unexpended
fees in a deposit account in the Texas Treasury Safekeeping Trust
Conmpany, shall be transferred to this state.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.010. DUE PROCESS; OPEN GOVERNMENT. A financi al
regul atory agency is:
(1) a governnental body for purposes of Chapters 551 and
552, Governnent Code; and
(2) a state agency for purposes of Chapters 2001 and 2005,
Gover nment Code.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.011. MEMBERSHI P I N EMPLOYEES RETI REMENT SYSTEM
Enmpl oyees of the financial regulatory agencies are nenbers of the
Enpl oyees Retirenment System of Texas under Chapter 812, CGovernnent
Code, and the agencies' transition to i ndependent status as provided
by this chapter has no effect on their nmenbership or any benefits
under that system

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H. B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

Sec. 16.012. G FTS. (a) Notw thstanding any other law, a
financial regul atory agency nmay not accept a gift, grant, or
donat i on:

(1) froma party to an enforcenent action; or
(2) to pursue a specific investigation or enforcenent
action.
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(b) A financial regulatory agency mnust:

(1) report each gift, grant, or donation that the agency
receives as a separate itemin the agency's report required under
Section 16.005(b); and

(2) include with the report a statenment indicating the
pur pose for which each gift, grant, or donation was donated and used.

Added by Acts 2009, 81st Leg., R S., Ch. 1317 (H B. 2774), Sec.
28(a), eff. Septenber 1, 2009.

TI TLE 3. FI NANCI AL | NSTI TUTI ONS AND BUSI NESSES
SUBTI TLE A. BANKS
CHAPTER 31. GENERAL PROVI SI ONS
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 31.001. SHORT TITLE. This subtitle may be cited as the
Texas Banki ng Act.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.002. DEFINITIONS. (a) In this subtitle:

(1) "Affiliate" means a conpany that directly or indirectly
controls, is controlled by, or is under common control with a bank or
ot her conpany.

(2) "Bank" neans a state or national bank. |f the context
requires, the termincludes a bank as defined by Section
201.002(a)(4) that is organized under the |l aws of another state or
country.

(3) "Bank hol di ng conmpany” has the neani ng assi gned by the
Bank Hol di ng Conmpany Act of 1956 (12 U.S.C. Section 1841 et seq.) or
a successor to that Act.

(4) "Banking" nmeans the perfornmance of the exclusive
depository institution functions of accepting deposits and
di scounting |l oans and the performance of related activities that are
not exclusive to banks or other depository institutions, including
payi ng drafts or checks, |ending noney, and providing rel ated
financial services authorized by this subtitle.

(5) "Banking association" neans a state bank that is
organi zed under this subtitle as a corporation, authorized to issue
shares of stock, and controlled by its sharehol ders.
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(6) "Banking conm ssioner” means the banki ng comm ssi oner
of Texas or a person designated by the banking conm ssi oner and
acting under the banking comm ssioner's direction and authority.

(7) "Board" nmeans the board of directors of, or a person or
group of persons acting in a conparable capacity for, a state bank or
other entity. As the context requires, the termincludes the board
of managers of a |limted banking associati on.

(8) "Branch" neans a | ocation of a bank, other than the
bank's hone office, at which the bank engages the public in the
busi ness of banking. The term does not include:

(A) adrive-in facility |located not nore than 2,000
feet fromthe nearest wall of the honme office or an approved branch
of fice of the bank;

(B) a night depository;

(C© an electronic termnal;

(D) a deposit or |oan production office as described by
Section 32.204;

(E) a state or federally licensed arnored car service
or other courier service transporting itens for deposit or paynent,
unl ess:

(1) the risk of loss of itens in the custody of the
service is borne by the enploying bank; or

(ii) the itenms in the custody of the service are
considered to be in custoner accounts at the enpl oyi ng bank or
federally insured through the enpl oyi ng bank;

(F) a location at which the bank offers exclusively
nondepository financial products or services to the public, including
financial, investnent, or econom c advisory services;

(G a location that conbines perm ssible non-branch
functions or facilities; or

(H another office or facility as provided by this
subtitle or a rule adopted under this subtitle.

(9) "Capital" neans:

(A the sum of:

(i) the par value of all shares of the state bank
having a par val ue that have been issued;

(ii) the consideration set by the board for al
shares of the state bank w thout par value that have been issued,
except a part of that consideration that:

(a) has been actually received;
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(b) is less than all of that consideration; and

(c) the board, by resolution adopted not |ater
than the 60th day after the date of issuance of those shares, has
all ocated to surplus with the prior approval of the banking
conmmi ssi oner; and

(ii1) an amount not included in Subparagraphs (i)

and (ii) that has been transferred to capital of the state bank, on
t he paynent of a share dividend or on adoption by the board of a
resolution directing that all or part of surplus be transferred to
capital, mnus each reduction nade as permtted by |law, |ess

(B) all amounts otherw se included in Paragraphs (A) (i)
and (ii) that are attributable to the issuance of securities by the
state bank and that the banking conm ssioner determ nes, after notice
and an opportunity for hearing, should be classified as debt rather
than equity securities.

(10) Repealed by Acts 2007, 80th Leg., R S., Ch. 110, Sec.
14, eff. Septenber 1, 2007.

(10-a) "Comercial activity" neans an activity in which a
bank hol di ng conmpany, financial holding conpany, national bank, or
nati onal bank financial subsidiary may not engage under United States
I aw.

(11) "Conpany" includes a bank, trust conpany, corporation,
partnershi p, association, business trust, or another trust.

(12) "Conservator" neans the banking conm ssioner or an
agent of the banking conmm ssioner exercising the powers and duties
provi ded by Subchapter B, Chapter 35.

(13) "Control" neans:

(A) the ownership of or ability or power to vote,
directly, acting through one or nore other persons, or otherw se
indirectly, 25 percent or nore of the outstanding shares of a class
of voting securities of a bank or other conpany;

(B) the ability to control the election of a mgjority
of the board of a bank or other conpany;

(C the power to exercise, directly or indirectly, a
controlling influence over the managenent or policies of the bank or
ot her conpany as determ ned by the banking conm ssioner after notice
and an opportunity for hearing; or

(D) the conditioning of the transfer of 25 percent or
nore of the outstanding shares of a class of voting securities of a
bank or ot her conpany on the transfer of 25 percent or nore of the
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out standi ng shares of a class of voting securities of another bank or
ot her conpany.

(14) "Department” nmeans the Texas Departnent of Banki ng.

(15) "Deposit" neans the establishnment of a debtor-creditor
rel ati onship represented by the agreenment of the deposit debtor to
act as a hol ding, paying, or disbursing agent for the deposit
creditor. The term

(A) includes:

(1) an unpaid bal ance of noney that is received by
t he deposit debtor in the usual course of business in exchange for
conditional or unconditional credit to a comercial, checking,
savings, or tinme account of the deposit creditor or the creditor's
designee, or that is evidenced by a certificate of deposit or simlar
instrunment, a certified check or draft drawn agai nst a deposit
account, or a letter of credit or traveler's check on which the
deposit debtor is primarily liable, but excluding an obligation
ari sing under Chapter 151;

(1i) noney or credit given for noney received by
t he deposit debtor in the usual course of business for a speci al
pur pose, including noney:

(a) held as escrow noney, as security for an
obligation due to the deposit debtor or another person, or as
security for a |oan;

(b) left with a deposit debtor by a deposit
creditor to neet maturing obligations that are not yet due; and

(c) held by the deposit debtor to neet an
acceptance or letter of credit;

(ti1) an outstanding draft, cashier's check, noney
order, or other officer's check issued by the deposit debtor in the
usual course of business for any purpose, including paynent for
servi ces, dividends, or purchases; and

(iv) an obligation that the finance conmm ssion by
rule defines as a deposit liability, except that the term my not
i ncl ude noney received for i Mmedi ate application to reduction of an
i ndebt edness; and

(B) does not include an obligation that this subtitle
or finance commi ssion rule determ nes not to be a deposit liability.
(16) "Depository institution” means an entity with the
power to accept deposits under applicable | aw
(17) "Discount"™ means the retention by a | ender of advance
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interest fromloan proceeds. The term does not include the purchase
of a prom ssory note or simlar instrument at less than its face
val ue unless the party selling the note is Iiable on the note as a
maker, endorser, or guarantor.
(18) "Drive-in facility” means a facility offering one or
nor e banki ng services other than originating or establishing a
| endi ng or deposit relationship solely to persons who remai n outside
the facility.
(19) "Electronic termnal"” nmeans an el ectroni c devi ce,
ot her than a tel ephone or nodem operated by a custoner of a
depository institution, through which a person may initiate an
el ectronic fund transfer, as defined by 15 U S.C. Section 1693a(6).
The termincludes a point-of-sale termnal, automated teller nachi ne,
or cash di spensi ng nmachi ne.
(20) "Equity capital" neans the anmount by which the total
assets of a state bank exceed the total liabilities of the bank.
(21) "Equity security" means:
(A) stock, other than adjustable rate preferred stock
and noney market (auction rate) preferred stock;
(B) a certificate of interest or participation in a
profit-sharing agreenent, collateral-trust certificate,
preorgani zation certificate or subscription, transferable share or
participation share, investnment contract, voting-trust certificate,
or partnership interest;
(C a security imediately convertible at the option of
t he hol der wit hout paynent of substantial additional consideration
into a security described by this subdivision;
(D) a security carrying a warrant or right to subscribe
to or purchase a security described by this subdivision; and
(E) a certificate of interest or participation in,
tenmporary or interimcertificate for, or receipt for a security
descri bed by this subdivision that evidences an existing or
contingent equity ownership interest.
(22) "Federal savings association" neans a savings and | oan
associ ation organi zed under federal |aw.
(23) "Federal savings bank" neans a savi ngs bank organi zed
under federal |aw
(24) "Finance comm ssion” neans the Finance Comm ssion of
Texas.
(25) "Financial institution" means a bank, savings
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associ ation, or savings bank mai ntaining an office, branch, or agency
office in this state.

(26), (27) Repealed by Acts 1999, 76th Leg., ch. 344, Sec.
9.002(1), eff. May 29, 1999.

(28) Repealed by Acts 2007, 80th Leg., R S., Ch. 237, Sec.
80, eff. Septenber 1, 2007.

(29) "Hazardous condition" means:

(A) arefusal by a state bank to permt exam nation of
its books, papers, accounts, records, or affairs by the banking
conmmi ssi oner ;

(B) a circunmstance or condition in which an
unreasonabl e risk of substantial loss is threatened to the
depositors, creditors, or sharehol ders of a state bank, including a
ci rcunstance or condition in which a state bank:

(i) has inadequate equity capital, or the adequacy
of its equity capital is threatened;

(ii1) has concentrated an excessive or unreasonabl e
portion of its assets in a type or character of |oan or investnent;

(ti1) violates or refuses to conply with this
subtitle, another statute or rule applicable to state banks, or a
final and enforceabl e order of the banking comm ssioner;

(tv) isin acondition that renders the
continuation of a particular business practice hazardous to the
public or to its depositors and creditors;

(v) conducts business in an unsafe and unsound
manner; or

(vi) is insolvent; or

(C aviolation by a state bank of a condition of its
chartering or an agreenent entered into between the bank and the
banki ng comm ssi oner or the departnent.

(30) "Hone office" neans a |location registered with the
banki ng comm ssi oner as the bank's honme office at which:

(A) the bank does business with the public;

(B) the bank keeps its corporate books and records;
and

(C at least one officer of the bank maintains an
of fice.

(31) "Insolvent” neans a circunstance or condition in which
a state bank:
(A) is unable or lacks the nmeans to neet its current
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obligations as they come due in the regular and ordinary course of
busi ness, even if the value of its assets exceeds its liabilities;

(B) has equity capital equal to two percent or |ess of
its assets, as determ ned under regulatory accounting principles;

(C fails to maintain deposit insurance with the
Federal Deposit Insurance Corporation or its successor if the banking
commi ssi oner determ nes that deposit insurance is necessary for the
safe and sound operation of the bank;

(D) sells or attenpts to sell substantially all of its
assets or nerges or attenpts to nerge substantially all of its assets
or business with another entity other than as provided by Chapter 32;
or

(E) attenpts to dissolve or |iquidate other than as
provi ded by Chapter 36.

(32) ™"Investnent security” neans a marketabl e obligation
evi denci ng i ndebt edness of a person in the formof a bond, note,
debenture, or commonly known as an investnment security, subject to
further definition by rule adopted under this subtitle.

(33) "Limted banking association" neans a state bank that
is organi zed under this subtitle as a limted liability conpany,
aut hori zed to issue participation shares, and controlled by its
parti ci pants.

(34) "Loans and extensions of credit" means direct or
i ndi rect advances of noney by a state bank to a person that are
conditioned on the obligation of the person to repay the noney or
that are repayable from specific property pledged by or on behal f of
the person. The termincludes a contractual liability of a state
bank to advance noney to or on behalf of a person, indebtedness
evi denced by a |l ease financing transaction in which the bank is
| essor, an overdraft funded by the bank on behal f of a person except
for an intraday or daylight overdraft, or another indebtedness not
otherwi se classified as an investnment security. The term does not
i ncl ude accrued and unpaid interest or discounted interest.

(35) "Manager" neans a person elected to the board of a
limted banking association.

(36) Repealed by Acts 2007, 80th Leg., R S., Ch. 237, Sec.
80, eff. Septenber 1, 2007.

(37) "National bank™ means a banking associ ati on organi zed
under 12 U. S. C. Section 21.

(38) "Oficer" neans the presiding officer of the board,
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the principal executive officer, or another officer appointed by the
board of a state bank or other conpany, or a person or group of
persons acting in a conparable capacity for the state bank or other
conpany.

(39) "Operating subsidiary” neans a conpany for which a
state bank has the ownership, ability, or power to vote, directly,
acting through one or nore other persons, or otherw se indirectly,
nore than 50 percent of the outstanding shares of each class of
voting securities or its equivalent of the conpany.

(40) "Participant” neans an owner of a participation share
in alimted banking association.

(41) Repealed by Acts 2007, 80th Leg., RS., Ch. 237, Sec.
80, eff. Septenber 1, 2007.

(42) "Participation agreenment” nmeans the instrument stating
t he agreenent anong the participants of a |limted banking associ ation
relating to the rights and duties of the participants, including:

(A) allocations of inconme, |oss, deduction, credit,
distributions, liquidation rights, redenption rights, and liabilities
of participants;

(B) procedures for elections and voting by
partici pants; and

(C© any other matter not prohibited by or inconsistent
with this subtitle.

(43) "Participation shares" nmeans the units into which the
proprietary interests of a |limted banki ng association are divided or
subdi vi ded by nmeans of classes, series, relative rights, or
pr ef er ences.

(44) "Principal sharehol der” nmeans a person who owns or has
the ability or power to vote, directly, acting through one or nore
ot her persons, or otherwise indirectly, 10 percent or nore of the
out standi ng shares or participation shares of any class of voting
securities of a bank or other conpany.

(45) "Regulatory accounting principles" neans generally
accepted accounting principles as nodified by rules adopted under:

(A) this subtitle; or

(B) an applicable federal statute or regul ation.

(46) "Savings association” nmeans a state or federal savings
associ ati on.

(47) "Savings bank" neans a state or federal savings bank.

(48) "Sharehol der" neans an owner of a share in a banking
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association. As the context requires, the termincludes a
partici pant.

(49) "Shares" means the units into which the proprietary
interests of a banking association are divided or subdivided by neans
of classes, series, relative rights, or preferences. As the context
requires, the termincludes participation shares.

(50) "State bank" means a banki ng association or limted
banki ng associ ati on organi zed or reorgani zed under this subtitle,

i ncl udi ng an associ ation organi zed under the laws of this state
before Septenber 1, 1995, with the express power to receive and
accept deposits and possessing other rights and powers granted by
this subtitle expressly or by inplication. The term does not include
a savi ngs association, savings bank, or credit union. |If the context
requires, the termincludes a bank as defined by Section
201.002(a)(4) that is organized under the | aws of another state or
country.

(51) "State savings association" neans a savings and | oan
associ ation organi zed under the laws of this state.

(52) "State savings bank" neans a savi ngs bank organi zed
under or subject to Subtitle C. If the context requires, the term
i ncl udes a savi ngs bank organi zed under the | aws of another state.

(53) "Subsidiary" nmeans a bank or conpany that is
controlled by another person. The termincludes a subsidiary of a
subsi di ary.

(54) "Supervisor" means the banking comm ssioner or an
agent of the banking conmm ssioner exercising the powers and duties
specified in Subchapter B, Chapter 35.

(55) "Surplus" neans the anount by which the assets of a
state bank exceed its liabilities, capital, and undivided profits.

(55-a) "Third-party service provider" nmeans a person who
perfornms activities relating to the busi ness of banking on behal f of
a depository institution for the depository institution's custoners
or on behal f of another person directly engaged in providing
financial services for the person's custoners. The term

(A) includes a person who:
(1) provides data processing services;
(i1i) performs activities in support of the
provi sion of financial services, including |ending, transferring
funds, fiduciary activities, trading activities, and deposit taking
activities;
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(tii) for the purpose of furnishing to third
parties reports indicating a person's creditworthiness, credit
standing, or credit capacity, regularly engages in the practice of
assenbling or eval uating, and maintaining, public record information
and credit account information from persons who furnish that
information regularly and in the ordinary course of business; or

(iv) provides Internet-related services, including
web services, processing electronic bill paynents, devel opi ng and
mai nt ai ni ng nobi |l e applications, system and software devel opnent and
mai nt enance, and security nonitoring; and

(B) does not include a provider of an interactive
conputer service or a general audience Internet or comrunications
platform except to the extent that the service or platformis
speci ally designed or adapted for the business of banking and
activities relating to the business of banking.

(56) "Unauthorized activity" means an act or practice in
this state by a person without a charter, license, permt,
regi stration, or other authority issued or granted by the banking
commi ssi oner or other appropriate regulatory authority for which such
a charter, license, permt, registration, or other authority is
required.

(57) "Undivided profits"” means the part of equity capital
of a state bank equal to the balance of its net profits, incone,
gains, and | osses since the date of its formation, m nus subsequent
di stributions to shareholders and transfers to surplus or capital
under share dividends or appropriate board resolutions. The term
i ncl udes anounts allocated to undivided profits as a result of a
ner ger.

(58) "Voting security" means a share or other evidence of
proprietary interest in a state bank or other conpany that has as an
attribute the right to vote or participate in the election of the
board of the state bank or other conpany, regardl ess of whether the
right is limted to the election of fewer than all of the board
menbers. The termincludes a security that is convertible or
exchangeabl e into a voting security.

(b) The definitions shall be liberally construed to acconplish
t he purposes of this subtitle.

(c) The finance comm ssion by rule may adopt other definitions
to acconplish the purposes of this subtitle.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.002, 9.002, eff. Sept. 1
1999; Acts 2001, 77th Leg., ch. 528, Sec. 1, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S.,
Septenber 1, 2007.

Acts 2007, 80th Leg., R S
25, 2007.

Acts 2007, 80th Leg., R S.,
Sept enber 1, 2007.

Acts 2007, 80th Leg., R S.,
Septenber 1, 2007.

Acts 2013, 83rd Leg., R S
June 14, 2013.

Acts 2017, 85th Leg., R S.,
Sept enber 1, 2017.

Acts 2019, 86th Leg., R S.,
Septenber 1, 2019.

Acts 2023, 88th Leg., R S
Septenber 1, 2023.

Acts 2023, 88th Leg., R S.,
June 18, 2023.

110 (H. B. 2007), Sec. 14, eff.
217 (H.B. 944), Sec. 1, eff. My
237 (H B. 1962), Sec. 2, eff.
237 (H. B. 1962), Sec. 80, eff.
940 (H.B. 1664), Sec. 2, eff.
599 (S.B. 1401), Sec. 1, eff.
652 (S.B. 1823), Sec. 1, eff.

768 (H. B. 4595), Sec. 9.001, eff.

S 8 & 8 8 & 8 9

989 (H. B. 3574), Sec. 1, eff.

Sec. 31.003. BANKING RULES. (a) The finance conm ssion nay
adopt rules to acconplish the purposes of this subtitle and Chapters
11, 12, and 13, including rules necessary or reasonable to:

(1) inplement and clarify this subtitle and Chapters 11
12, and 13;

(2) preserve or protect the safety and soundness of state
banks;

(3) grant at least the same rights and privileges to state
banks that are or may be granted to national banks domciled in this
st at e;

(4) recover the cost of maintaining and operating the
departnent and the cost of enforcing this subtitle and ot her
applicable I aw by inposing and collecting ratable and equitable fees
for notices, applications, and exam nations; and

(5) facilitate the fair hearing and adjudication of matters
bef ore the banki ng comm ssi oner and the finance conmm ssi on.
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(b) In adopting rules, the finance conm ssion shall consider
t he need to:

(1) pronote a stabl e banking environment;

(2) provide the public with convenient, safe, and
conpetitive banking services;

(3) preserve and pronote the conpetitive position of state
banks with regard to national banks and other depository institutions
inthis state consistent with the safety and soundness of state banks
and the state bank system and

(4) allow for econonm c devel opnent in this state.

(c) The presence or absence in this subtitle or Chapter 11, 12,
or 13 of a specific reference to rules regarding a particul ar subject
does not enlarge or dimnish the rul emaking authority provided by
this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 2, eff. Sept. 1, 2001.

Sec. 31.004. UNAUTHORI ZED BANKI NG (a) Except as otherw se
provided by |aw, a person other than a depository institution
aut hori zed to conduct business in this state may not conduct the
busi ness of banking or represent to the public that it is conducting
t he busi ness of banking in this state.
(b) This section does not prohibit the continued operation of a
bank, trust conpany, bank and trust conpany, or savings bank by:
(1) a person, partnership, trustee, or trustee operating
under a comon | aw decl aration of trust who:
(A) was actively engaged in the operation of the
institution on June 13, 1923; or
(B) operated the institution for any period of at |east
20 years before June 13, 1923, and resuned operations of the
institution not |ater than June 13, 1924; or
(2) a legal representative or successor of a person or
entity described by Subdivision (1).

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.005. |IMPLYI NG THAT PERSON IS BANK. (a) A person may
not use the term "bank," "bank and trust,” or a simlar termor a
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character, ideogram phonogram phrase, or foreign | anguage word in
its nanme, stationery, or advertising in a manner that would inply to
the public that the person is engaged in the business of banking in
this state.

(b) Subsection (a) does not apply to a federally insured
depository institution organized under the laws of this state,
anot her state, the United States, or a foreign sovereign state to the
extent that the depository institution or other entity is:

(1) authorized under its charter or the laws of this state
or the United States to use a term word, character, ideogram
phonogram or phrase prohibited by Subsection (a); and

(2) authorized by the laws of this state or the United
States to conduct the activities in which it is engaged in this
state.

(c) A person violating this section is subject to an
enforcenent action initiated by the banki ng comm ssi oner under
Subchapter C, Chapter 35, except that the maxi num adm nistrative
penal ty under Section 35.211 for violation involving only Subsection
(a) is $500 for each day the violation continues.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.003, eff. Sept. 1, 1999.
Amended by:

Acts 2023, 88th Leg., RS., Ch. 989 (H B. 3574), Sec. 2, eff.
June 18, 2023.

Sec. 31.006. LIABILITY OF DEPCSI TORY | NSTI TUTI ON DI RECTORS AND
PERSONNEL. (a) The provisions of the Business Organi zati ons Code
regarding liability, defenses, and indemification of a director,
of ficer, agent, or enployee of a corporation apply to a director,
of ficer, agent, or enployee of a depository institution in this
state. Except as limted by those provisions, a disinterested
director, officer, or enployee of a depository institution may not be
hel d personally liable in an action seeking nonetary danages ari sing
fromthe conduct of the depository institution's affairs unless the
damages resulted fromthe gross negligence or wlful or intentional
m sconduct of the person during the person's termof office or
service with the depository institution.

(b) A director, officer, or enployee of a depository
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institution is disinterested with respect to a decision or
transaction if:

(1) the person fully discloses any interest in the decision
or transaction and does not participate in the decision or
transaction; or

(2) the decision or transaction does not involve any of the
fol | ow ng:

(A) personal profit for the person through dealing with
the depository institution or usurping an opportunity of the
depository institution;

(B) buying or selling an asset of the depository
institution in a transaction in which the person has a direct or
i ndi rect pecuniary interest;

(C© dealing with another depository institution or
ot her person in which the person is a director, officer, or enployee
or otherwi se has a significant direct or indirect financial interest;
or

(D) dealing with a famly nenber of the person

(c) A director or officer who, in performng the person's
duties and functions, acts in good faith and reasonably believes that
reliance is warranted is entitled to rely on information, including
an opinion, report, financial statenment or other type of statenment or
financi al data, decision, judgnent, or performance, prepared,
presented, made, or rendered by:

(1) one or nore directors, officers, or enployees of the
depository institution, or of an entity under joint or common contr ol
with the depository institution, who the director or officer
reasonably believes nerit confidence;

(2) legal counsel, a public accountant, or another person
who the director or officer reasonably believes nerits confidence; or

(3) a conmittee of the board of which the director is not a
menber.

(d) In this section, "famly nenber" neans a person's:

(1) spouse;

(2) mmnor child; or

(3) adult child who resides in the person's hone.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:
Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 3, eff.
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Sept enber 1, 2007.

Sec. 31.007. EXEMPTI ON OF BANK DI RECTORS AND PERSONNEL FROM
SECURI TIES LAW (a) An officer, director, or enployee of a bank
that has its main office or a branch located in this state with fewer
t han 500 sharehol ders or of a bank hol ding conpany with fewer than
500 sharehol ders that controls a bank that has its main office or a
branch located in this state is exenpt fromthe registration and
licensing provisions of The Securities Act (Title 12, Governnent
Code) with respect to that person's participation in a transaction,
including a sale, involving securities issued by:

(1) the bank or bank hol di ng conpany of which that person
is an officer, director, or enployee;

(2) a bank hol ding conpany that controls the bank of which
that person is an officer, director, or enployee; or

(3) a bank controlled by the bank hol di ng conmpany of which
that person is an officer, director, or enployee.

(b) A person may not be conpensated for services perforned
under the exenption provided by this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.004, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 4, eff.
Sept enber 1, 2007.

Acts 2019, 86th Leg., RS., Ch. 491 (H B. 4171), Sec. 2.11, eff.
January 1, 2022.

SUBCHAPTER B. REGULATI ON OF BANKI NG BY BANKI NG COWM SSI ONER
Sec. 31.101. GENERAL DUTI ES OF BANKI NG COW SSI ONER.  The
banki ng comm ssi oner shall:

(1) supervise and regulate, as provided by this subtitle,
Subtitles F and G and Chapter 12, state banks, trust conpani es, and
state-licensed foreign bank branches, agencies, and representative
of fices;

(2) admnister and enforce this subtitle, Subtitles F and
G and Chapter 12 in person, through a deputy banking conm ssioner or
anot her officer or enployee of the departnent, or through a
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supervi sor, conservator, or other agent; and
(3) admnister and enforce |laws other than this subtitle,
Subtitles F and G and Chapter 12 as directed by those other |aws.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 62, Sec. 7.50, eff. Sept. 1, 1999; Acts
2001, 77th Leg., ch. 412, Sec. 2.01, eff. Sept. 1, 2001.

Sec. 31.102. | SSUANCE OF | NTERPRETI VE STATEMENTS. (a) The
banki ng comm ssi oner may issue interpretive statenents containing
matters of general policy to guide the public and state banks, and
may anend or repeal a published interpretive statenment by issuing an
anended statenment or notice of repeal of a statenent.

(b) An interpretive statenment nay be di ssem nated by
newsl etter, via an electronic nmediumsuch as the internet, in a
vol une of statutes or related materials published by the banking
conmi ssioner or others, or by other neans reasonably calculated to
notify persons affected by the interpretive statenent. Notice of an
amended or withdrawn statenent nust be dissemnated in a
substantially simlar manner as the affected statenment was originally
di ssem nat ed.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.005, eff. Sept. 1, 1999.

Sec. 31.103. ISSUANCE OF CPINION. (a) |In response to a
specific request froma nenber of the public or the banking industry,
t he banki ng comm ssioner may issue an opinion directly or through a
deputy banki ng comm ssi oner or departnment attorney.

(b) If the banking conm ssioner determ nes that the opinion is
useful for the general guidance of the public, state banks, or trust
conpani es, the conmm ssioner may di ssem nate the opinion by
newsl etter, via an electronic nmediumsuch as the internet, in a
vol une of statutes or related materials published by the banking
conmi ssioner or others, or by other neans reasonably calculated to
notify persons affected by the opinion. A published opinion nust be
redacted to preserve the confidentiality of the requesting party
unl ess the requesting party consents to be identified in the
publ i shed opi ni on.
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(c) The banking comm ssioner may amend or repeal a published

opi nion by issuing an anmended opinion or notice of repeal of an
opi nion and di ssem nating the opinion or notice in a substantially
simlar manner as the affected statenent or opinion was originally
di ssem nated. The requesting party, however, may rely on the original
opinion if:

(1) all nmaterial facts were originally disclosed to the
banki ng comm ssi oner;

(2) the safety and soundness of the affected bank will not
be affected by further reliance on the original opinion; and

(3) the text and interpretation of relevant, governing
provisions of this subtitle or Chapter 12 have not been changed by
| egi slative or judicial action.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.005, eff. Sept. 1, 1999;
Acts 2001, 77th Leg., ch. 412, Sec. 2.02, eff. Sept. 1, 2001.

Sec. 31.104. EFFECT OF | NTERPRETI VE STATEMENT OR OPI NI ON. An
interpretive statenent or opinion issued under this subchapter does
not have the force of law and is not a rule for the purposes of
Chapter 2001, Governnent Code, unless adopted by the finance
conmmi ssion as provided by Chapter 2001, Governnent Code. An
interpretive statenent or opinion is an admnistrative construction
of this subtitle or Chapter 12 entitled to great weight if the
construction is reasonable and does not conflict with this subtitle
or Chapter 12.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.105. EXAM NATION REQUI RED. (a) The banking
conmi ssi oner shall exam ne each state bank annually, or on another
periodic basis as may be required by rule or policy, or as the
commi ssi oner considers necessary to:

(1) safeguard the interests of depositors, creditors, and
shar ehol ders; and
(2) efficiently enforce applicable | aw

(b) The banki ng conmmi ssi oner may:

(1) accept an exam nation of a state bank by a federal or
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ot her governnental agency instead of an exam nation under this
section; or

(2) conduct an exam nation of a state bank jointly with a
federal or other governnental agency.

(c) The banki ng conmmi ssioner mnay:

(1) adm nister oaths and exam ne persons under oath on any
subj ect that the comm ssioner considers pertinent to the financial
condition or the safety and soundness of the activities of a state
bank; and

(2) subpoena witnesses and require and conpel by subpoena
t he production of docunents not voluntarily produced.

(c-1) |If a person refuses to obey a subpoena, a district court
of Travis County, on application by the conmm ssioner, nay issue an
order requiring the person to appear before the comm ssioner and
produce docunents or give evidence regarding the matter under
exam nation or investigation.

(c-2) If a person currently serving as an officer, director,
enpl oyee, controlling sharehol der, or other position participating in
the affairs of a state bank refuses to conply with a subpoena, the
banki ng comm ssi oner may i ssue an order on an energency basis
removi ng the person fromthe person's position and prohibiting the
person fromparticipating in the affairs of the state bank or any
other entity chartered, registered, permtted, or licensed by the
banki ng comm ssi oner until the person conplies with the subpoena.

(d) Disclosure of information to the banking comm ssi oner
pursuant to an exam nation request or a subpoena issued under this
section does not constitute a waiver of or otherw se affect or
di m nish an evidentiary privilege to which the information is
ot herwi se subject. A report of an exam nation under this section is
confidential and may be disclosed only under the circunstances
provi ded by this subtitle.

(e) A subpoena issued to a financial institution under this
section is not subject to Section 59.006.

(f) Except to the extent disclosure is necessary to |ocate and
produce responsive records or obtain |l egal representation and subject
to Subsection (g), a subpoena issued under this section nay provide
that the person to whomthe subpoena is directed or any person who
cones into recei pt of the subpoena may not:

(1) disclose that the subpoena has been issued;

(2) disclose or describe any records requested in the
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subpoena;

(3) disclose whether records have been furnished in
response to the subpoena; or

(4) if the subpoena requires a person to be exam ned under
oat h, disclose or describe the exam nation, including the questions
asked, the testinony given, or the transcript produced.

(g) A subpoena issued under this section nmay prohibit the

di scl osure of information described by Subsection (f) only if the
banki ng comm ssi oner finds, and the subpoena states, that:

(1) the subpoena, the exam nation, or the records relate to
an ongoi ng i nvestigation; and

(2) the disclosure could significantly inpede or jeopardize
t he investigati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.03, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 2, eff.
Septenber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 5, eff.
Sept enber 1, 2007.
Reenacted by Acts 2009, 81st Leg., R S., Ch. 87 (S.B. 1969), Sec.
10. 002, eff. Septenber 1, 2009.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 3, eff.
June 14, 2013.

Acts 2019, 86th Leg., R S., Ch. 652 (S.B. 1823), Sec. 2, eff.
Septenber 1, 2019.

Acts 2023, 88th Leg., RS., Ch. 989 (H. B. 3574), Sec. 3, eff.
June 18, 2023.

Sec. 31.106. COST OF REGULATION. Each state bank shall pay,

t hrough the inposition and collection of fees established by the
fi nance conm ssion under Section 31.003(a)(4):

(1) the cost of exam nation;

(2) the equitable or proportionate cost of maintenance and
operation of the departnent; and

(3) the cost of enforcenment of this subtitle and Chapter
12.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.107. REGULATI ON AND EXAM NATI ON OF RELATED ENTI Tl ES
(a) The banking conmm ssioner may regul ate and exam ne, to the sane
extent as if the services or activities were perfornmed by a state
bank on its own prem ses:

(1) the activities of a state bank affiliate; and

(2) the services or activities of a third-party service
provi der that a state bank or state bank affiliate has contracted for
or otherw se arranged to be perforned on behalf of the state bank or
state bank affiliate.

(b) The banki ng comm ssioner may collect a fee froman exam ned
third-party service provider or affiliate in connection with each
exam nation to cover the cost of the exam nation or nmay collect that
fee fromthe state banks that use the exam ned third-party service
provi der.

(c) For purposes of this section, a state bank affiliate does
not include a conpany in which ownership or nenbership is limted to
i ndi vidual s and conditioned by | aw on the existence and mai nt enance
of professional |icensing.

(d) To pronote regulatory efficiency, if, in the preceding 24
nonths, a third-party service provider or affiliate has been exam ned
by a federal or state financial services regulatory agency or by a
menber agency of the Federal Financial Institutions Exam nation
Council, or its successor agency, the banking conmm ssioner may accept
the results of that exam nation instead of conducting the banking
commi ssioner's own exam nation of the third-party service provider or
affiliate. Nothing in this subsection shall be construed as limting
or restricting the banking conm ssioner fromparticipating in an
exam nation of a third-party service provider or affiliate conducted
by a federal or state financial services regulatory agency or by a
menber agency of the Federal Financial Institutions Exam nation
Council, or its successor agency.

(e) A third-party service provider that refuses to submt to
exam nation or to pay an assessed fee for exam nation under this
section is subject to an enforcenent action under Chapter 35. Wth
respect to a third-party service provider's refusal to submt to
exam nation, the banking conmm ssioner may notify all state banks of
the refusal and warn that continued use of the third-party service
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provi der nmay constitute an unsafe and unsound banking practice.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2017, 85th Leg., RS., Ch. 599 (S.B. 1401), Sec. 2, eff.
Septenber 1, 2017.

Acts 2019, 86th Leg., RS., Ch. 652 (S.B. 1823), Sec. 3, eff.
Sept enber 1, 2019.

Sec. 31.108. CALL REPORT; PENALTY. (a) A state bank shal
file with the banking comm ssioner a copy of its call report stating
the bank's financial condition and results of operation.

(b) The finance comm ssion by rule may:

(1) require call reports to be filed with the banking
conmi ssioner at the intervals the conm ssion determ nes;

(2) specify the formof a call report, including the
confidential and public information to be in the call report; and

(3) require public information in call reports of state
banks to be published at the tines and in the publications and
| ocations the conm ssion determ nes.

(c) A state bank that fails to tinely file its call report as
required by this section is subject to a penalty not exceedi ng $500 a
day to be collected by suit by the attorney general on behalf of the
banki ng comm ssi oner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER C. ADM NI STRATI VE PROCEDURE

Sec. 31.201. BANKI NG COW SSI ONER HEARI NG | NFORMAL
DI SPOSITION. (a) The banking conm ssioner may convene a hearing to
recei ve evidence and argunent regarding any natter within the
jurisdiction of and before the banking comm ssioner for decision or
review. The hearing nust be conducted under Chapter 2001, Governnent
Code. A nmatter nade confidential by |aw nust be considered by the
banki ng comm ssioner in a closed hearing.

(b) A hearing before the banking comm ssioner that is required
or authorized by |aw may be conducted by a hearing officer on behalf
of the banki ng comm ssi oner.

(c) This section does not grant a right to hearing to a person
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that is not otherwi se granted by governing | aw.

(d) The banking comm ssioner may informally dispose of a matter
within the jurisdiction of and before the banking comm ssi oner by
consent order, agreed settlenment, or default.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.04, eff. Sept. 1, 2001.
Amended by:

Acts 2015, 84th Leg., RS., Ch. 422 (H B. 3555), Sec. 1, eff.
Septenber 1, 2015.

Acts 2015, 84th Leg., RS., Ch. 422 (H B. 3555), Sec. 2, eff.
Septenber 1, 2015.

Sec. 31.202. APPEAL OF BANKI NG COW SSI ONER DECI SI ON OR ORDER
Except as expressly provided otherwi se by this subtitle, an appell ant
may appeal a decision or order of the banking comm ssioner made under
this subtitle or Chapter 12 after a hearing to a district court in
Travis County as provided by Section 31.204.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 11, eff.
Sept enber 1, 2019.

Sec. 31.204. APPEAL TO DI STRICT COURT. A person affected by a
final order of the banking comm ssioner may appeal the final order by
filing a petition for judicial reviewin a district court in Travis
County as provided by Chapter 2001, Governnent Code. A petition for
judicial reviewfiled in the district court does not stay or vacate
t he appeal ed order unless the court, after notice and heari ng,
expressly stays or vacates the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 11, eff.
Septenber 1, 2019.

SUBCHAPTER D. CONFI DENTI ALI TY OF | NFORVATI ON
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Sec. 31.301. DI SCLOSURE BY DEPARTMENT PROCHI BI TED. (a) Except
as expressly provided otherwise by this subtitle, Chapter 11 or 12,
or a rule adopted under this subtitle, the follow ng are confidenti al
and may not be disclosed by the banki ng comm ssioner or an enpl oyee
of the departnent:

(1) information directly or indirectly obtained by the
departrment in any manner, including an application or exam nation,
concerning the financial condition or business affairs of a financial
institution, a present, former, or prospective sharehol der, officer,
director, or affiliate of a financial institution, or a third-party
service provider of a financial institution or its affiliate, other
than information in a published statenment or in the public portion of
a call report or profit and | oss statenent; and

(2) all related files and records of the departnent.

(b) Information obtained by the departnent froma federal or
state regul atory agency that is confidential under federal or state
| aw may not be di scl osed except as provided by federal or state |aw.

(c) The banking conm ssioner or an officer or enployee of the
department commits an offense if the person:

(1) discloses information or permts access to a file or
record of the departnent; and

(2) knows at the tine of disclosure or perm ssion that the
di scl osure or perm ssion violates this subchapter.

(d) An offense under this section is a Cass A m sdeneanor.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.05, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 6, eff.
Sept enber 1, 2007.

Acts 2017, 85th Leg., R S., Ch. 599 (S.B. 1401), Sec. 3, eff.
Sept enber 1, 2017.

Sec. 31.3015. DI SCLOSURE TO STATE BANKS. The banki ng
conmi ssioner nmay disclose to a state bank information about an
affiliate or third-party service provider of the state bank

Added by Acts 2017, 85th Leg., R S., Ch. 599 (S.B. 1401), Sec. 4, eff.
Septenber 1, 2017.
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Sec. 31.302. DI SCLOSURE TO FI NANCE COMM SSI ON.  Confidentia
information may not be disclosed to a nenber of the finance
comm ssion, and a nenber of the conm ssion nay not be given access to
the files and records of the departnment except that the banking
conmi ssioner may disclose to the comm ssion information, files, and
records pertinent to a hearing or matter pending before the
commi ssi on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.303. DI SCLOSURE TO OTHER AGENCI ES. (a) For purposes
of this section:

(1) "Affiliated group"” nmeans two or nore persons affiliated
t hrough conmon ownership or a contractual common undert aki ng
i nvol ving the sharing of custoner information anong those persons.

(2) "Agency" neans a departnent or agency of this state,
another state, the United States, or a foreign governnent with whom
the United States currently maintains diplomatic relations, or any
rel ated agency or instrunmentality.

(3) "Functional regulatory agency" nmeans an agency that
regul ates and charters, licenses, or registers persons engaged in
financial activities or activities incidental or conplinmentary to
financial activities, including activities related to banking,

i nsurance, or securities, within the jurisdiction of the agency.

(4) "Privilege" includes any work-product, attorney-client,

or other privilege recognized under federal or state |aw

(b) The banki ng conm ssioner may, as the comm ssioner considers
necessary or proper to the enforcenent of the laws of this state,
anot her state, the United States, or a foreign sovereign state with
whom the United States currently maintains diplomatic relations, or
in the best interest of the public, disclose information in the
possession of the departnment to anot her agency. The banki ng
comm ssioner may not disclose information under this section that is
confidential under applicable state or federal |aw unless:

(1) the recipient agency agrees to nmaintain the
confidentiality and take all reasonable steps to oppose an effort to
secure disclosure of the information fromthe agency; or

(2) the banking comm ssioner determ nes in the exercise of
discretion that the interest of |aw enforcenent outwei ghs and
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justifies the potential for disclosure of the information by the
reci pi ent agency.

(c) The banking conm ssioner by agreenent may establish an
i nformati on sharing and exchange programwi th a functional regulatory
agency that has overlapping regulatory jurisdiction with the
departnment, with respect to all or part of an affiliated group that
includes a financial institution, to reduce the potential for
duplicative and burdensone filings, exam nations, and ot her
regul atory activities. Each agency party to the agreenent nust agree
to maintain confidentiality of information that is confidential under
applicable state or federal |law and take all reasonable steps to
oppose any effort to secure disclosure of the information fromthe
agency. An agreenment may al so specify procedures regardi ng use and
handl i ng of confidential information and identify types of
information to be shared and procedures for sharing on a recurring
basi s.

(d) Disclosure of information by or to the banki ng comm ssi oner
under this section does not constitute a waiver of or otherw se
affect or dimnish an evidentiary privilege to which the information
is otherw se subject, whether or not the disclosure is governed by a
confidentiality agreenent.

(e) Notwi thstanding other |aw, an agency of this state:

(1) may execute, honor, and conply with an agreenment to
mai ntain confidentiality and oppose disclosure of information
obtai ned fromthe banki ng comm ssioner as provided in this section;
and

(2) shall treat as confidential any information obtained
fromthe banking conm ssioner that is entitled to confidenti al
treatment under applicable state or federal |aw and take all
reasonabl e steps to oppose an effort to secure disclosure of the
informati on fromthe agency.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 528, Sec. 3, eff. Sept. 1, 2001.

Sec. 31.304. OTHER DI SCLOSURE PRCHI Bl TED; PENALTY. (a)
Confidential information that is provided to a financial institution,
affiliate, or service provider of a financial institution, whether in
the formof a report of exam nation or otherwise, is the confidential
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property of the departnent. The information may not be made public
or disclosed by the recipient or by an officer, director, nmanager,
enpl oyee, or agent of the recipient to a person not officially
connected to the recipient as officer, director, enployee, attorney,
audi tor, or independent auditor except as authorized by rul es adopted
under this subtitle.

(b) A person conmits an offense if the person discloses or uses
information in violation of this section. An offense under this
section is punishable as if it were an offense under Section 37.10,
Penal Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.305. CIVIL D SCOVERY. Civil discovery of confidentia
information froma person subject to Section 31.304 under subpoena or
ot her legal process must conply with rules adopted under this
subtitle and other applicable law. The rules may:

(1) restrict release of confidential information to the
portion directly relevant to the | egal dispute at issue; and

(2) require that a protective order, in formand under
circunstances specified by the rules, be issued by a court before
rel ease of the confidential information.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.06, eff. Sept. 1, 2001.

Sec. 31.306. | NVESTI GATI VE | NFORMATI ON.  Not wi t hst andi ng any
ot her law, the banking conm ssioner nay refuse to rel ease information
or records in the custody of the departnent if, in the opinion of the
conmi ssioner, release of the information or records m ght jeopardize
an ongoi ng i nvestigation of potentially unlawful activities.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.307. EMPLOYMENT | NFORVATION. (a) A person may provide
enpl oynment i nformati on concerning the known or suspected invol venent
of a present or forner enployee, officer, or director of a financial
institution in a violation of a state or federal law, rule, or
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regul ati on that has been reported to appropriate state or federal
authorities to:

(1) the financial institution; or

(2) a person providing enploynent information to the
financial institution.

(b) A person may not be held liable for providing information

under Subsection (a) unless the information provided is false and the
person provided the information with disregard for the truth.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 31.308. SHAREHOLDER | NSPECTI ON RI GHTS. (a)
Not wi t hst andi ng Section 21.218 or 101.502, Busi ness Organi zations
Code, a sharehol der of a state bank may not exam ne:
(1) a report of exam nation or other confidential property
of the departnment that is in the possession of the state bank; or
(2) a book or record of the state bank that directly or
indirectly pertains to financial or other information maintained by
t he bank on behalf of its customers, including a specific itemin the
m nutes of the board or a conmttee of the board regarding | oan
review and approval or a | oan delinquency report that would tend to
identify the bank's custoner.
(b) This section does not affect a right of a sharehol der of a
state bank acting in another capacity.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 7, eff.
Sept enber 1, 2007.

CHAPTER 32. POWNERS, ORGANI ZATI ON, AND FI NANCI AL REQUI REMENTS
SUBCHAPTER A. ORGANI ZATI ON AND POVWERS | N GENERAL

Sec. 32.001. ORGANI ZATI ON AND GENERAL POWERS OF STATE BANK.
(a) One or nore persons, a majority of whomare residents of this
state, may organi ze a state bank as a banki ng association or a
limted banking association.

(b) A state bank nay:

(1) receive and pay deposits with or without interest,

di scount and negotiate prom ssory notes, borrow or |end noney with or
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wi t hout security or interest, invest and deal in securities, buy and
sel | exchange, coin, and bullion, and exercise incidental powers as
necessary to carry on the business of banking as provided by this
subtitle;

(2) act as agent, or in a substantially simlar capacity,
with respect to a financial activity or an activity incidental or
conplementary to a financial activity;

(3) act in a fiduciary capacity, w thout giving bond, as
guardi an, receiver, executor, admnistrator, or trustee, including a
nort gage or indenture trustee;

(4) provide financial, investnent, or econom c advisory
servi ces;

(5) issue or sell instrunents representing pools of assets
in which a bank may invest directly;

(6) wth prior witten approval of the banking
commi ssioner, engage in a financial activity or an activity that is
incidental or conplenentary to a financial activity; and

(7) engage in any other activity, directly or through a
subsidiary, authorized by this subtitle or rules adopted under this
subtitle.

(c) For purposes of other state | aw, a banking association is
considered a corporation and a limted banking association is
considered a limted liability conmpany. To the extent consistent
with this subtitle, a banking association nay exercise the powers of
a Texas business corporation and a |limted banking association may
exercise the powers of a Texas limted liability conpany as
reasonably necessary to enabl e exercise of specific powers under this
subtitle.

(d) A state bank may contribute to a conmunity fund or to
anot her charitable, philanthropic, or benevolent instrumentality
conducive to public welfare an anount that the bank's board considers
expedient and in the interests of the bank.

(e) A state bank may be organi zed or reorganized as a community
devel opnent financial institution or may serve as a community
devel opment partner, as those terns are defined by the Riegle
Communi ty Devel opnent and Regul atory | nprovenment Act of 1994 (Pub.

L. No. 103-325).

(f) In the exercise of discretion consistent with the purposes
of this subtitle, the banking comm ssioner may require a state bank
to conduct an otherw se authorized activity through a subsidiary.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 4, eff. Sept. 1, 2001.

Sec. 32.002. CERTIFICATE OF FORVATI ON OF STATE BANK. (a) The
certificate of formation of a state bank nust be signed and
acknow edged by each organi zer and rnust contai n:

(1) the nanme of the bank, subject to Subsection (b);

(2) the period of the bank's duration, which may be
per petual , subject to Subsection (c);

(3) the powers of the bank, which may be stated as:

(A all powers granted by law to a state bank; or

(B) alist of the specific powers under Section 32.001
t hat the bank chooses to exerci se;

(4) the aggregate nunber of shares that the bank will be
authorized to issue and the nunber of classes of shares, which may be
one or nore;

(5 if the shares are to be divided into cl asses:

(A) the designation of each class and statenent of the
preferences, limtations, and relative rights of the shares of each
class, which in the case of a limted banking association nay be nore
fully set forth in the participation agreenent;

(B) the nunber of shares of each class; and

(C) a statenment of the par value of the shares of each
class or that the shares are to be w thout par val ue;

(6) any provision limting or denying to sharehol ders the
preenptive right to acquire additional or treasury shares of the
bank;

(7) any provision granting the right of shareholders to
cunmul ative voting in the election of directors;

(8) the aggregate anobunt of consideration to be received
for all shares initially issued by the bank and a statenent that:

(A) all authorized shares have been subscri bed; and

(B) all subscriptions received have been irrevocably
paid in cash

(9) any provision that is otherwise required by this
subtitle to be set forth in the certificate of formation;

(10) the street address of the bank's initial home office;

(11) the nunber of directors constituting the initial board
and the nanes and street addresses of the persons who are to serve as
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directors until the first annual neeting of sharehol ders or until
successor directors have been el ected and qualified; and
(12) subject to Section 32.008, any provision consistent
with law that the organi zers elect to set forth in the certificate of
formation for the regulation of the internal affairs of the bank,
i ncl udi ng provisions perm ssi ble under the Business Organizations
Code for:
(A) afor-profit corporation, in the case of a proposed
banki ng associ ati on; or
(B) alimted liability conpany, in the case of a
proposed |imted banking associati on.
(b) The banki ng conm ssioner may determ ne that a proposed bank
name is potentially msleading to the public and require the
organi zers to select a different nanme.
(c) A state bank, other than a private bank, organi zed before
August 31, 1993, is considered to have perpetual existence,
notw thstanding a contrary statenent in its articles of association,
unl ess after Septenber 1, 1995, the bank anmends its certificate of
formation or articles of association to reaffirmits l[imted
dur ati on.
(d) Repealed by Acts 2007, 80th Leg., R S., Ch. 237, Sec. 80,
ef f. Septenber 1, 2007.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 8, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 80, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 1, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 1, eff. June
14, 2013.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 2, eff. June
14, 2013.

Sec. 32.003. APPLI CATI ON FOR STATE BANK CHARTER, STANDARDS FOR
APPROVAL. (a) An application for a state bank charter nust be nade
under oath and in the formrequired by the banking conm ssioner, who
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shall inquire fully into the identity and character of each proposed
director, officer, and principal shareholder. The application nust
be acconpanied by all charter fees and deposits required by | aw

(b) The banki ng comm ssioner shall grant a state bank charter
only if the comm ssioner determ nes that the organi zers have
establ i shed that public conveni ence and advantage will be pronoted by
t he establishment of the state bank. |In determ ning whether public
conveni ence and advantage will be pronoted, the banking conm ssioner
shal | consider the convenience of the public to be served and
whet her:

(1) the organizational and capital structure and anount of
initial capitalization is adequate for the business plan;

(2) the anticipated volune and nature of business indicates
a reasonabl e probability of success and profitability based on the
mar ket sought to be served,

(3) the officers and directors as a group have sufficient
banki ng experience, ability, standing, conpetence, trustworthiness,
and integrity to justify a belief that the bank will operate in
conpliance with | aw and that success of the bank is probable;

(4) each principal sharehol der has sufficient experience,
ability, standing, conpetence, trustworthiness, and integrity to
justify a belief that the bank will be free frominproper or unlaw ul
influence or interference with respect to the bank's operation in
conpliance with [aw, and

(5) the organizers are acting in good faith.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 2001, 77th Leg., ch. 528, Sec. 5, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 9, eff.
Septenber 1, 2007.

Sec. 32.004. NOTI CE AND | NVESTI GATI ON OF CHARTER APPLI CATI ON.
(a) The organi zers shall solicit comrents and protests by publishing
notice of the application, its date of filing, and the identity of
the organizers, in the formand frequency specified by the banking
commi ssioner, in a newspaper of general circulation in the county in
which the bank is to be |ocated, or in another publication or
| ocation as directed by the banking comm ssi oner.
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(b) At the expense of the organizers, the banking conm ssioner
shal | thoroughly investigate the application. The banking
comm ssioner shall prepare a witten report of the investigation.

(c) Rules adopted under this subtitle may specify the
confidential or nonconfidential character of information obtained or
prepared by the departnment under this chapter. Except as provided by
Subchapter D, Chapter 31, or in rules regarding confidential
i nformation, the business plan of the applicant and the financi al
statenent of a proposed officer or director are confidential and not
subj ect to public disclosure.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.07, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 10, eff.
Septenber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 2, eff.
Sept enber 1, 2007.

Acts 2009, 81st Leg., RS., Ch. 87 (S.B. 1969), Sec. 10.003, eff.
Sept enber 1, 2009.

Sec. 32.005. PROTEST; HEARI NG DECI SI ON ON CHARTER
APPLI CATION. (a) A protest of a charter application nust be
recei ved by the departnent before the 15th day after the date the
organi zers publish notice under Section 32.004(a) and nust be
acconpani ed by the fees and deposits required by law. |If the protest
is untinely, the departnent shall return all submtted fees and
deposits to the protesting party. If the protest is tinely, the
departnent shall notify the applicant of the protest and mail or
deliver a conplete copy of the nonconfidential sections of the
charter application to the protesting party before the 15th day after
the later of the date of receipt of the protest or receipt of the
charter application.

(b) A protesting party nmust file a detailed protest responding
to each contested statenment contained in the nonconfidential portion
of the application not |later than the 20th day after the date the
protesting party receives the application fromthe departnment, and
rel ate each statenent and response to the standards for approval set
forth in Section 32.003(b). The applicant nust file a witten reply
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to the protesting party's detail ed response on or before the 10th day
after the date the response is filed. The protesting party's
response and the applicant's reply nust be verified by affidavit and
must certify that a copy was served on the opposing party. |If
applicable, statenments in the response and in the reply nay be
supported by references to data available in sources of which
official notice nmay properly be taken. Any coment received by the
departnment and any reply of the applicant to the comment shall be
made available to the protesting party.

(c) The banking comm ssioner may not be conpelled to hold a
heari ng before granting or denying the charter application. 1In the
exerci se of discretion, the banking conmm ssioner nmay consi der
granting a hearing on a charter application at the request of the
applicant or a protesting party. The banking conm ssi oner nmay order a
heari ng regardl ess of whether a hearing has been requested by a
party. A party requesting a hearing nust indicate with specificity
t he i ssues involved that cannot be determ ned on the basis of the
record conpil ed under Subsection (b) and why the issues cannot be
determ ned. A request for hearing and the banki ng comm ssioner's
decision with regard to granting a hearing shall be made a part of
the record. If the banking conmm ssioner sets a hearing, the banking
commi ssi oner shall conduct a public hearing and one or nore
prehearing conferences and opportunities for discovery as the banking
conm ssi oner considers advi sable and consistent with the applicable
| aw, except that the banking conm ssioner nmay not permt discovery of
confidential information in the charter application or the
i nvestigation report.

(d) Based on the record, the banking conm ssioner shal
determ ne whether the application neets the requirenents of Section
32.003(b) and shall enter an order granting or denying the charter.

(e) The banking comm ssioner may nmake approval of an
application conditional. The banking comm ssioner shall include any
conditions in the order approving the application.

(f) Chapter 2001, CGovernnent Code, does not apply to a charter
application filed for the purpose of assum ng the assets and
liabilities of a financial institution considered by the banking
conmi ssioner to be in hazardous condition.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:
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Acts 2007, 80th Leg., RS., Ch. 735 (H B. 2754), Sec. 3, eff.
Sept enber 1, 2007.

Sec. 32.006. | SSUANCE OF CERTI FI CATE OF AUTHORITY. A state
bank may not engage in the business of banking until it receives a
certificate of authority fromthe banki ng comm ssioner. The banking
conmi ssi oner may not deliver the certificate of authority until the
bank has:

(1) received cash for the issuance of all authorized shares
in the full amount subscri bed;

(2) elected or qualified the initial officers and directors
named in the application for charter or other officers and directors
approved by the banki ng comm ssi oner; and

(3) conplied with all the other requirenents of this
subtitle relating to the organi zati on of state banks.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 11, eff.
Sept enber 1, 2007.

Sec. 32.007. DEADLINE TO BEG N BUSINESS. [|f the state bank
does not open and engage in the business of banking within six nonths
after the date of the granting of its charter, the banking
conmmi ssioner may forfeit the charter or cancel the conditional
approval of application for charter w thout judicial action.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 32.008. APPLI CATI ON OF GENERAL CORPORATE LAW (a) The
Busi ness Organi zati ons Code applies to a banking association as if it
were a for-profit corporation, and to a |limted banking associ ation
as if it were alimted liability conpany, to the extent not
inconsistent with this subtitle or the proper business of a state
bank, except that:

(1) a reference in the Business Organi zati ons Code to the

secretary of state neans the banki ng comm ssioner unl ess the context
requires otherw se; and
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(2) the right of shareholders to cunulative voting in the
el ection of directors exists only if granted by the bank's
certificate of formation.

(b) The finance commi ssion may adopt rules to limt or refine
the applicability of the laws |isted by Subsection (a) to a state
bank or to alter or supplenment the procedures and requirenents of
those | aws applicable to an action taken under this chapter.

(c) Unless expressly authorized by this subtitle or a rule
adopted under this subtitle, a state bank may not take an action
authorized by a law listed by Subsection (a) regarding its corporate
status, its capital structure, or a matter of corporate governance,
of the type for which those laws would require a filing with the
secretary of state if the bank were a filing entity, wthout
submtting the filing to the banki ng comm ssioner and obtaining the
banki ng comm ssioner's prior witten approval of the action.

(d) Inthis subtitle, a reference to a termor phrase listed in
a subdivision of Section 1.006, Business O ganizations Code, includes
a synonynous termor phrase referenced by the sanme subdivision in
Section 1.006 of that code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 2001, 77th Leg., ch. 528, Sec. 6, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 12, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 3, eff. June
14, 2013.

Sec. 32.009. PARITY BETWEEN STATE AND NATI ONAL BANKS. (a)
Section 16(a), Article XVI, Texas Constitution, enpowers the
| egislature to authorize the incorporation of state banks and provide
for a systemof state regulation and control of state banks that w |
adequately protect and secure depositors and creditors. Section
16(c), Article XVI, Texas Constitution, grants to state banks created
by virtue of the power vested in the |egislature by Section 16(a) of
that article the sanme rights and privileges that are or nay be
granted to national banks domiciled in this state. The |egislature
finds that Section 16(c) of that article does not restrict the
| egi sl ature's power to provide a system of state regul ati on under
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Section 16(a) of that article that differs fromthe regul atory schene
i nposed on national banks under federal |aw or prevent the finance
conmi ssion, acting under authority granted by the legislature for the
pur pose of inplenenting this subtitle, from adopting rules that
differ fromfederal statutes and regul ations or that reasonably

regul ate the method or manner by which a state bank exercises its
rights and privileges if the rules are adopted after due
consideration of the factors listed in Section 31.003(b). The

| egislature further finds that Section 16(c), Article XVlI, Texas
Constitution, does not limt any rights or powers specifically given
to state banks by the laws of this state.

(b) A state bank that intends to exercise a right or privilege
granted to national banks that is not authorized for state banks
under the statutes and rules of this state shall submt a letter to
t he banki ng comm ssi oner describing in detail the activity in which
t he bank intends to engage and the specific authority of a national
bank to engage in that activity. The bank shall attach copies, if
avail abl e, of relevant federal |aw, regulations, and interpretive
letters. The bank may begin to performthe proposed activity after
the 30th day after the date the banking conmm ssioner receives the
bank's letter unless the banking comm ssioner specifies an earlier or
| ater date or prohibits the activity. The banking conm ssi oner nay
prohi bit the bank fromperformng the activity only if the banking
conmm ssioner finds that:

(1) a national bank domciled in this state does not
possess the specific right or privilege to performthe activity the
bank seeks to perform or

(2) the performance of the activity by the bank woul d
adversely affect the safety and soundness of the bank.

(c) The banking conm ssioner may extend the 30-day period under
Subsection (b) if the banki ng comm ssioner determ nes that the bank's
letter raises issues requiring additional information or additional
time for analysis. |If the 30-day period is extended, the bank may
performthe proposed activity only on prior witten approval by the
banki ng comm ssi oner, except that the banking comm ssioner mnust
approve or prohibit the proposed activity or convene a hearing under
Section 31.201 not later than the 60th day after the date the banking
conmi ssioner receives the bank's letter. |If a hearing is convened,

t he banki ng conm ssi oner must approve or prohibit the proposed
activity not later than the 30th day after the date the hearing is
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conpl et ed.

(d) A state bank that is denied the requested right or
privilege to engage in an activity by the banking conmm ssioner under
this section may appeal as provided by Sections 31.202 and 31.204 or
may resubmt a letter under this subsection with additional
information or authority relevant to the banking conm ssioner's
determ nation. A denial is imediately final for purposes of appeal.

(e) To effectuate the Texas Constitution, the finance
comm ssion may adopt rules inplenenting the nethod or manner in which
a state bank exercises specific rights and privil eges granted under
Section 16(c), Article XVI, Texas Constitution, including rules
regardi ng the exercise of rights and privileges that woul d be
prohibited to state banks but for Section 16(c) of that article. The
fi nance conm ssion may not adopt rules under this subsection unless
it considers the factors listed in Section 31.003(b) and finds that:

(1) national banks domciled in this state possess the
rights or privileges to performactivities the rule would permt
state banks to perform and

(2) the rules contain adequate safeguards and controls,
consistent wwth safety and soundness, to address the concern of the
| egi sl ature evidenced by the state I aw the rules woul d inpact.

(f) The exercise of rights and privileges by a state bank in
conpliance with and in the manner authorized by this section is not a
violation of any statute of this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 12, eff.
Sept enber 1, 2019.

Sec. 32.010. ADD TIONAL POAERS. (a) Notw thstandi ng anot her
| aw, a Texas state bank may perform an act, own property, or offer a
product or service that is at the tine permssible within the United
States for a depository institution organized under federal |aw or
the law of this state or another state, if the banking comm ssioner
approves the exercise of the power as provided by this section,
subject to the same Iimtations and restrictions applicable to the
ot her depository institution by pertinent |aw, except to the extent
the limtations and restrictions are nodified by rules adopted under
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Subsection (e). This section may not be used by a Texas state bank
to alter or negate the application of the laws of this state with
respect to:
(1) establishnent and mai ntenance of a branch in this state
or another state or country;
(2) permssible interest rates and | oan fees chargeable in
this state;
(3) fiduciary duties owed to a client or custoner by the
bank in its capacity as fiduciary in this state;
(4) consuner protection |aws applicable to transactions in
this state; or
(5) licensing and regulatory requirenents adm nistered by a
functional regulatory agency in this state, as defined by Section
31.303, including licensing and regul atory requirenents pertaining
to:
(A) insurance activities;
(B) securities activities; and
(C real estate devel opnent, marketing, and sal es
activities.
(b) A state bank that intends to exercise a power, directly or
t hrough a subsidiary, granted by Subsection (a) that is not otherw se
aut hori zed for state banks under the statutes of this state shal
submt a letter to the banking conm ssioner describing in detail the
power that the bank proposes to exercise and the specific authority
of another depository institution to exercise the power. The bank
shal |l attach copies, if available, of relevant |aw, regulations, and
interpretive letters. The bank may begin to exercise the proposed
power after the 30th day after the date the banki ng comm ssioner
receives the bank's letter unless the banking comm ssioner specifies
an earlier or later date or prohibits the activity. The banking
commi ssi oner may prohibit the bank from exercising the power only if
t he banki ng conm ssioner finds that:
(1) specific authority does not exist for another
depository institution to exercise the proposed power;
(2) if the state bank is insured by the Federal Deposit
| nsurance Corporation, the state bank is prohibited from exercising
t he power pursuant to Section 24, Federal Deposit Insurance Act (12
U S.C. Section 1831a), and related regul ations; or
(3) the exercise of the power by the bank woul d adversely
affect the safety and soundness of the bank.
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(c) The banking comm ssioner may extend the 30-day period under
Subsection (b) if the banking comm ssioner determ nes that the bank's
letter raises issues requiring additional information or additional
time for analysis. |If the 30-day period is extended, the bank may
exerci se the proposed power only on prior witten approval by the
banki ng comm ssi oner, except that the banking comm ssioner nust
approve or prohibit the proposed power or convene a hearing under
Section 31.201 not later than the 60th day after the date the banking
comm ssioner receives the bank's letter. |If a hearing is convened,

t he banki ng comm ssi oner must approve or prohibit the proposed power
not later than the 30th day after the date the hearing is conpl et ed.
(d) A state bank that is denied the requested power by the

banki ng comm ssi oner under this section nay appeal as provided by
Sections 31.202 and 31.204 or may resubmt a letter under this
section with additional information or authority relevant to the
banki ng comm ssioner's determ nation. A denial is imediately final
for purposes of appeal.

(e) To effectuate this section, the finance comm ssion may
adopt rules inplenmenting the nethod or manner in which a state bank
exerci ses specific powers granted under this section, including rules
regardi ng the exercise of a power that would be prohibited to state
banks under state law but for this section. The finance comm ssion
may not adopt rules under this subsection unless it considers the
factors listed in Section 31.003(b) and finds that:

(1) the conditions for prohibition by the banking
conmi ssi oner under Subsection (b) do not exist; and

(2) if the rights and privileges would be prohibited to
stat e banks under other state law, the rules contain adequate
saf eguards and controls, consistent with safety and soundness, to
address the concern of the |egislature evidenced by the state | aw the
rul es woul d affect.

(f) The exercise of a power by a state bank in conpliance with
and in the manner authorized by this section is not a violation of
any statute of this state.

Added by Acts 1999, 76th Leg., ch. 344, Sec. 2.006, eff. Sept. 1
1999. Amended by Acts 2001, 77th Leg., ch. 528, Sec. 7, eff. Sept.
1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 13, eff.
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Sept enber 1, 2019.

Sec. 32.011. FINANCIAL ACTIMITIES. (a) The finance comm ssion
by rule may determ ne that an activity not otherw se approved or
authorized for a state bank under this subtitle or other |law is:

(1) a financial activity;

(2) incidental to a financial activity; or

(3) conplenentary to a financial activity.

(b) In adopting a rule under Subsection (a), the finance
conmmi ssi on shall consi der

(1) the purposes of this subtitle and the G amm Leach-
Bliley Act (Pub. L. No. 106-102);

(2) changes or reasonably expected changes in the
mar ket pl ace in which state banks conpete;

(3) changes or reasonably expected changes in the
technol ogy for delivering financial services;

(4) whether the activity is necessary or appropriate to
all ow a state bank to:

(A) conpete effectively with anot her conpany seeking to
provi de financial services;

(B) efficiently deliver information and services that
are financial in nature through the use of technol ogical neans,
i ncluding an application necessary to protect the security or
ef ficacy of systenms for the transm ssion of data or financial
transactions; or

(C offer custoners avail able or energing technol ogi cal
means for using financial services or for the docunent imagi ng of
dat a;

(5) whether the activity would pose a substantial risk to
the safety or soundness of a state bank or the financial system
general |l y;

(6) if otherwi se determned to be perm ssible, whether the
conduct of the activity by a state bank should be qualified through
the inmposition of reasonable and necessary conditions to protect the
public and require appropriate regard for safety and soundness of the
bank and the financial systemgenerally; and

(7) whether a state bank would be permtted to engage in
the activity under applicable federal law, including 12 U. S. C
Section 1831la, and rel ated regul ati ons.
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(c) A rule adopted by the finance conmm ssion under this section

does not alter or negate applicable |licensing and regul atory
requi renents admnistered by a functional regulatory agency of this
state, as defined by Section 31.303, including |icensing and
regul atory requirenents pertaining to:

(1) insurance activities;

(2) securities activities; and

(3) real estate devel opnment, marketing, and sal es
activities.

Added by Acts 2001, 77th Leg., ch. 528, Sec. 8, eff. Sept. 1, 2001.

SUBCHAPTER B. AMENDMENT OF CERTI FI CATE; CHANGES | N CAPI TAL AND
SURPLUS

Sec. 32.101. AMENDMENT OR RESTATEMENT OF STATE BANK CERTI FI CATE
OF FORVATION. (a) A state bank that has been granted a certificate
of authority may amend or restate its certificate of formation for
any |awful purpose, including the creation of authorized but uni ssued
shares or participation shares in one or nore classes or series.

(b) An anendnment authorizing the issuance of shares or
participation shares in series nust contain:

(1) the designation of each series and a statenent of any
variations in the preferences, limtations, and relative rights anong
series to the extent that the preferences, |imtations, and relative
rights are to be established in the certificate of formation; and

(2) a statement of any authority to be vested in the bank's
board to establish series and determ ne the preferences, limtations,
and relative rights of each series.

(c) Anmendnent or restatenent of the certificate of formation of
a state bank and approval of the bank's board and sharehol ders nust
be made or obtained as provided by the Business O ganizations Code
except as otherw se provided by this subtitle or rul es adopted under
this subtitle. The original and one copy of the certificate of
amendnment or restated certificate of formation nust be filed with the
banki ng comm ssi oner for approval. Unless the subm ssion presents
novel or unusual questions, the banking conm ssioner shall approve or
rej ect the amendnent or restatenent not |ater than the 31st day after
t he date the banking conm ssi oner considers the subm ssion
informationally conplete and accepted for filing. The banking
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commi ssi oner rmay require the subm ssion of additional information as
consi dered necessary to an inforned decision to approve or reject any
amendnent or restatenment of a certificate of formation under this
section. |If the banking conm ssioner finds that the anendnent or
restatenment conforns to |aw and any conditions inposed by the banking
conmi ssioner, and any required filing fee has been paid, the banking
conmmi ssi oner shall:

(1) endorse the face of the original and copy of the
amendnent or restatenment with the date of approval and the word
" Appr oved";

(2) file the original of the anendnent or restatenment in
t he departnent's records; and

(3) deliver a certified copy of the anendnent or
restatenent to the bank

(e) An anmendnent or restatenent, if approved, takes effect on

t he date of approval unless the amendnent or restatenent provides for
a different effective date.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 13, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 5, eff. June
14, 2013.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 6, eff. June
14, 2013.

Sec. 32.102. ESTABLISHI NG SERIES OF SHARES. (a) |If the
certificate of formati on expressly gives the board of a state bank
authority to establish shares in series and determ ne the
preferences, limtations, and relative rights of each series, the
board may do so only in conpliance with this section and any rul es
adopt ed under this subtitle.

(b) A series of shares may be established in the manner
provi ded by the Business Organi zati ons Code, but the shares of the
series may not be issued and sold without the prior witten approval
of the banki ng comm ssi oner under Section 32.103. The bank shal
file the original and one copy of the statenent of action required by
t he Busi ness Organi zati ons Code with the banki ng comm ssi oner.
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(c) Unless the subm ssion presents novel or unusual questions,

t he banki ng comm ssi oner shall approve or reject the series not |later
than the 31st day after the date the banking comm ssioner considers
the subm ssion informationally conplete and accepted for filing. The
banki ng comm ssi oner may require the subm ssion of additional
informati on as consi dered necessary to an informed decision to
approve or reject a proposed series under this section.

(d) If the banking conm ssioner finds that the interests of
depositors and creditors will not be adversely affected by the
series, that the series conforns to | aw and any conditions inposed by
t he banki ng comm ssioner, and that any required filing fee has been
pai d, the banking comm ssioner shall:

(1) endorse the face of the original and copy of the
statenent with the date of approval and the word "Approved”;

(2) file the original of the statement in the departnent's
records; and

(3) deliver a certified copy of the statenent to the state
bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 14, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 15, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 7, eff. June
14, 2013.

Sec. 32.103. CHANGE | N QUTSTANDI NG CAPI TAL AND SURPLUS. (a) A
state bank may not reduce or increase its outstanding capital and
surplus through dividend, redenption, issuance of shares, or
ot herwi se, without the prior witten approval of the banking
comm ssi oner, except as permtted by this section or rules adopted
under this subtitle.

(b) Unless restricted by rule, prior witten approval is not
required for an increase in capital and surplus acconplished through:

(1) issuance of shares of conmon stock for cash, or a cash
contribution to surplus by sharehol ders that does not result in
i ssuance of additional common stock or other securities;
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(2) declaration and paynment of pro rata share dividends as
defined by the Business Organi zati ons Code; or

(3) adoption by the board of a resolution directing that
all or part of undivided profits be transferred to capital or
sur pl us.

(c) Prior approval is not required for:

(1) a decrease in capital or surplus caused by | osses in
excess of undivided profits; or

(2) a change in capital and surplus resulting from
accounting adjustnments required by a transacti on approved by the
banki ng comm ssioner if the accounting adjustnments are reasonably
di sclosed in the submtted application.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 16, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 4, eff.
Septenber 1, 2007.

Sec. 32.104. CAPI TAL NOTES OR DEBENTURES. (a) Wth the prior
witten approval of the banking conmm ssioner, a state bank nay at any
time, through action of its board and without requiring action of its
sharehol ders, issue and sell its capital notes or debentures. The
capital notes or debentures nust be subordinate to the clainms of
depositors and may be subordinate to other clains, including the
clainms of other creditors or the sharehol ders.

(b) Capital notes or debentures may be convertible into shares
of any class or series. The issuance and sale of convertible capital
notes or debentures are subject to satisfaction of preenptive rights,
if any, to the extent provided by |aw

(c) Wthout the prior witten approval of the banking
conmi ssioner, a state bank may not pay interest due or principal
repayabl e on outstanding capital notes or debentures when the bank is
i n hazardous condition or is insolvent, or to the extent that paynent
wi |l cause the bank to be in hazardous condition or insolvent, as
determ ned by the banki ng comm ssi oner.

(d) The amount of any outstanding capital notes or debentures
that nmeet the requirenents of this section and that are subordi nated
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to unsecured creditors of the bank may be included in equity capital
of the bank for purposes of determ ning hazardous condition or

i nsol vency and for other purposes provided by rul es adopted under
this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 17, eff.
Sept enber 1, 2007.

SUBCHAPTER C. BANK OFFI CES

Sec. 32.201. CONDUCT OF THE BUSI NESS OF BANKING (a) A state
bank may engage in the banking business at its hone office, at an
approved branch office |location, and through electronic termnals. A
drive-in facility nmust be approved as a branch if it is nore than
2,000 feet fromthe nearest wall of the bank's home office or another
approved branch office.

(b) A function of a state bank that does not involve banking
contact with the public may be conducted at any | ocation w thout
prior witten approval of the banking comm ssioner. The finance
comm ssion may adopt rules further defining functions of a state bank
that are not required to be conducted at an approved | ocati on.

(c) The finance conmmi ssion by rule under Section 32.009 may
aut horize a new formof banking facility. The banking comm ssi oner
may approve a new form of banking facility other than as provi ded by
this subchapter if the banking comm ssioner does not have a
significant supervisory or regulatory concern regardi ng the proposed
facility.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 32.202. HOWVE OFFICE. (a) Each state bank nust have and
continuously maintain in this state a home office. The hone office
must be a location at which the bank does business with the public
and keeps its corporate books and records. At |east one officer of
t he bank nust maintain an office at the honme office.

(b) A state bank nay change its honme office to one of its
previously established branch |ocations in this state, if the
| ocation that is the honme office before the change is to remain as a
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branch of the bank, by filing a witten notice with the banking
conmi ssioner. The notice nust set forth the name of the bank, the
street address of its honme office before the change, the street
address of the location to which the home office is to be changed,
and a copy of the resolution adopted by the bank's board authori zing
t he change. The change of hone office takes effect on the 31st day
after the date the banking conmm ssioner receives the notice unless

t he banki ng conm ssioner consents to a different effective date.

(c) A state bank may change its honme office to any location in
this state, other than as permtted by Subsection (b), on prior
witten approval of the banking comm ssioner. The banking
comm ssioner shall grant an application under this subsection if the
banki ng comm ssi oner does not have a significant supervisory or
regul atory concern regardi ng the proposed banking facility, the
applicant, or an affiliate of the applicant. Any standard
establ i shed by the banking conm ssioner or the finance commi ssion
regardi ng the establishnent of a branch under Section 32.203 applies
to an application for a change of home office that is subject to this
subsection, except as otherw se provided by rules adopted under this
subtitle.

(d) If the proposed relocation of the bank's honme office woul d
ef fect an abandonnment of all or part of the community served by the
bank, the bank nust establish to the satisfaction of the banking
conmi ssioner that the abandonment is consistent with the original
determ nation of public necessity for the establishnment of a bank at
t hat | ocati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.007, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 244 (H B. 2219), Sec. 2, eff.
Sept enber 1, 2007.

Sec. 32.203. BRANCH OFFICES. (a) A state bank may establish
and maintain a branch office at any location on prior witten
approval of the banking comm ssioner. |f the banking conm ssioner
does not have a significant supervisory or regulatory concern
regardi ng the proposed branch, the applicant, or an affiliate of the
applicant, the banking conm ssioner shall approve the application.
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(b) The finance comm ssion may adopt rul es establishing
addi tional standards for the approval of branch offices.

(c) A state bank may not establish or maintain a branch on the
prem ses or property of an affiliate if the affiliate engages in a
commercial activity.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 217 (H B. 944), Sec. 2, eff. My
25, 2007.

Sec. 32.204. DEPCSIT OR LOAN PRODUCTION OFFICES. (a) A state
bank may establish one or nore deposit or |oan production offices for
t he purpose of:

(1) soliciting deposit accounts, applications for |oans, or
equi val ent transacti ons;

(2) performng mnisterial duties related to solicitations
descri bed by Subdivision (1); and

(3) conducting other activities as permtted by rul es
adopted under this subtitle.

(b) The bank shall notify the banking comm ssioner in witing
of the location of and activities to be conducted at a proposed
deposit or | oan production office of the bank. The bank nay establish
t he proposed office beginning on the 31st day after the date the
banki ng comm ssi oner receives the bank's notice unless the banking
conmi ssi oner specifies that the proposed office be established on an
earlier or later date.

(c) The banking comm ssioner may extend the 30-day period
prescri bed by Subsection (b) on a determ nation that the bank's
notice raises issues that require additional information or tinme for
analysis. If the period is extended, the bank nay establish the
proposed deposit or |oan production office only with the prior
witten approval of the banking comm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.08, eff. Sept. 1, 2001.
Amended by:

Acts 2013, 83rd Leg., R S., Ch. 940 (H B. 1664), Sec. 4, eff.
June 14, 2013.

Statute text rendered on: 10/6/2023 - 140 -


http://www.legis.state.tx.us/tlodocs/80R/billtext/html/HB00944F.HTM
http://www.legis.state.tx.us/tlodocs/83R/billtext/html/HB01664F.HTM

FI NANCE CODE

SUBCHAPTER D. MERGER

Sec. 32.301. MERCER AUTHORITY. (a) Two or nore financial
institutions, corporations, or other entities with the authority to
participate in a nmerger, at |least one of which is a state bank, nmay
adopt and inplenment a plan of nerger in accordance with this section.
The nerger may not be made without the prior witten approval of the
banki ng comm ssioner if any surviving, new, or acquiring entity that
is a party to the nerger or created by the terns of the nerger is a
state bank or is not a financial institution.

(b) Inplenmentation of the nerger by the parties and approval of
t he board, sharehol ders, or owners of the parties nust be nmade or
obtained in accordance with the Business Organi zations Code as if the
state bank were a filing entity and all other parties to the mnerger
were foreign entities, except as may be ot herw se provi ded by
appl i cabl e rul es.

(c) A consummat ed nerger has the effect provided by the
Busi ness Organi zations Code. A separate application is not required
to relocate the hone office of a surviving state bank or to grant
authority to a surviving bank to operate new branch offices that
previously existed as part of a nerging financial institution if the
intent of the surviving bank is clearly stated as part of the plan of
ner ger.

(d) A nerger under this subchapter does not confer additional
powers on a state bank beyond the powers conferred by other
provi sions of this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 18, eff.
Sept enber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 8, eff. June
14, 2013.

Sec. 32.302. APPROVAL OF BANKI NG COW SSIONER.  (a) |If the
nmerger is subject to the prior witten approval of the banking
conmmi ssioner, the original certificate of merger and a nunber of
copies of the certificate equal to the nunber of surviving, new, and
acquiring entities nmust be filed with the banki ng comm ssioner. On
this filing, the banking comm ssioner shall investigate the condition
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of the merging parties. The banking comm ssioner may require the
subm ssion of additional information the banking conm ssioner
determ nes necessary to an inforned decision to approve or reject a
nmer ger under this subchapter.

(b) The banking comm ssioner shall approve the nerger only if:

(1) each resulting state bank
(A) has conplied with the laws of this state relating
to the organi zati on and operation of state banks; and
(B) wll be solvent and have adequate capitalization
for its business and | ocation;
(2) all deposit and other liabilities of each state bank
that is a party to the nerger have been properly discharged or
ot herwi se assuned or retained by a financial institution;
(3) each surviving, new, or acquiring entity that is not a
depository institution will not be engaged in the unauthorized
busi ness of banking, and each state bank will not be engaged in a
busi ness ot her than banking or a business incidental to banking;
(4) the parties have conplied with the |laws of this state;
and
(5) all conditions inposed by the banki ng comm ssi oner have
been satisfied or otherw se resol ved.

(c) If the banking conm ssioner approves the nmerger and finds
that all required filing fees and investigative costs have been paid,
t he banki ng conm ssi oner shall:

(1) endorse the face of the original and each copy of the
certificate of nmerger with the date of approval and the word
" Appr oved";

(2) file the original of the certificate of nerger in the
departnment's records; and

(3) deliver a certified copy of the certificate of nerger
to each surviving, new, or acquiring entity.

(d) An approved nerger takes effect on the date of approval
unl ess the nerger agreenent provides for a different effective date.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 9, eff. June
14, 2013.
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Sec. 32.303. RIGHTS OF DI SSENTERS FROM MERCGER. A shar ehol der
may dissent fromthe nerger to the extent, and by follow ng the
procedure provided, by the Business Organi zati ons Code or any rul es
adopt ed under this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 19, eff.
Sept enber 1, 2007.

Sec. 32.304. LIMTATION ON CONTROL OF DEPCSITS. (a) A nerger
is not permtted under this subchapter if, on consunmation of the
transaction, the resulting state bank, including all insured
depository institution affiliates of the resulting state bank, would
control 20 percent or nore of the total anmount of deposits in this
state held by all insured depository institutions in this state.

(b) On request of the banking conm ssioner the applicant shal
provi de suppl enental information to the banking comm ssioner to aid
in a determ nation under this section, including information that is
nore current than or in addition to information in the nost recently
avai |l abl e summary of deposits, reports of condition, or simlar
reports filed with or produced by state or federal authorities.

(c) In this section, "deposit” and "insured depository
institution" have the neani ngs assigned by Section 3, Federal Deposit
| nsurance Act (12 U S.C Section 1813), as anended.

Added by Acts 1999, 76th Leg., ch. 344, Sec. 2.008, eff. Sept. 1
1999.

SUBCHAPTER E. PURCHASE OR SALE OF ASSETS

Sec. 32.401. AUTHORITY TO PURCHASE ASSETS. (a) A state bank
may purchase assets from another financial institution or other
seller, except that the prior witten approval of the banking
commi ssioner is required if the purchase price exceeds an anount
equal to three tinmes the bank's uninpaired capital and surplus. The
finance comm ssion by rule may require a state bank to obtain the
prior witten approval of the banking conm ssioner for a transaction
not ot herw se subject to approval that involves potentially
substantial risks to the safety and soundness of the purchasing bank.

Statute text rendered on: 10/6/2023 - 143 -


http://www.legis.state.tx.us/tlodocs/80R/billtext/html/HB01962F.HTM

FI NANCE CODE

(b) Except as otherwi se expressly provided by another statute,
the purchase of all or part of the assets of the selling entity does
not meke the purchasing bank responsible for any liability or
obligation of the selling entity that the purchasing bank does not
expressly assune.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 5, eff.
Septenber 1, 2007.

Sec. 32.402. AUTHORITY TO ACT AS DI SBURSI NG AGENT. (a) The
pur chasi ng bank may hold the purchase price and any additional noney
delivered to it by the selling institution in trust for, or as a
deposit to the credit of, the selling institution and may act as
agent of the selling institution in disbursing the noney in trust or
on deposit by paying the depositors and creditors of the selling
i nstitution.

(b) If the purchasing bank acts under witten contract of
agency approved by the banki ng comm ssioner that specifically names
each depositor and creditor and the anount to be paid each, and if
the agency is limted to the purely mnisterial act of paying those
depositors and creditors the anmobunts due them as determ ned by the
selling institution and reflected in the contract of agency and does
not involve discretionary duties or authority other than the
identification of the depositors and creditors naned, the purchasing
bank:

(1) may rely on the contract of agency and the instructions
included init; and
(2) 1is not responsible for:

(A) any error nmade by the selling institution in
determining its liabilities, the depositors and creditors to whomthe
liabilities are due, or the anounts due the depositors and creditors;
or

(B) any preference that results fromthe paynments nmade
under the contract of agency and the instructions included in it.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 32.403. LI QUI DATION OF SELLING INSTITUTION. If the
selling financial institution is at any time after the sale of assets
voluntarily or involuntarily closed for liquidation by a state or
federal regul atory agency, the purchasing bank shall pay to the
receiver of the selling institution the balance of the noney held by
it in trust or on deposit for the selling institution and not yet
paid to the depositors and creditors of the selling institution.
Wthout further action the purchasing bank is discharged from al
responsibilities to the selling institution and to the selling
institution's receiver, depositors, creditors, and sharehol ders.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 20, eff.
Sept enber 1, 2007.

Sec. 32.404. PAYMENT TO DEPGCSI TORS AND CREDI TORS. The
pur chasi ng bank may pay a depositor or creditor of the selling
institution the amount to be paid the person under the ternms of the
contract of agency by opening an account in the nanme of the depositor
or creditor, crediting the account with the anount to be paid the
depositor or creditor under the terns of the agency contract, and
mai ling or personally delivering a duplicate deposit ticket
evidencing the credit to the depositor or creditor at the person's
address shown in the records of the selling institution. The
rel ati onshi p between the purchasing bank and the depositor or
creditor is that of debtor to creditor only to the extent of the
credit reflected by the deposit ticket.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 32.405. SALE OF ASSETS. (a) A state bank nmay sell a
portion of its assets to another financial institution or other
buyer, except that the prior witten approval of the banking
comm ssioner is required if the sales price exceeds an anount equal
to three tines the bank's uninpaired capital and surplus. The
fi nance conm ssion by rule may require a state bank to obtain the
prior witten approval of the banking conm ssioner for a transaction
not ot herw se subject to approval that involves potentially
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substantial risks to the safety and soundness of the selling bank.

(b) If the prior approval of the banking conm ssioner for a
sale of assets is not required under Subsection (a) and the sale
i nvol ves the disposition of a branch office or another established
| ocation of the state bank, the state bank nust provide witten
notice of the transaction to the banking conm ssioner at |east 30
days before the expected closing date of the transaction.

(c) The board of a state bank, with the prior witten approval
of the banking conm ssioner, may cause the bank to sell all or
substantially all of its assets w thout sharehol der approval if:

(1) the banking comm ssioner finds the interests of
depositors and creditors are jeopardi zed because of insolvency or
i mm nent insolvency and that the sale is in their best interest; and
(2) the Federal Deposit Insurance Corporation or its
successor approves the transaction and agrees to provide assistance
to the prospective buyer under 12 U. S. C. Section 1823(c) or a
conpar abl e | aw unl ess the deposits of the bank are not i nsured.

(d) A sale under Subsection (c) must include an assunption and

prom se by the buyer to pay or otherw se discharge:

(1) all of the bank's liabilities to depositors;

(2) all of the bank's liabilities for salaries of the
bank's enpl oyees incurred before the date of the sale;

(3) obligations incurred by the banki ng comm ssi oner
arising out of the supervision or sale of the bank; and

(4) fees and assessnents due the departnent.

(e) This section does not affect the banking comm ssioner's
right to take action under another law. The sale by a state bank of
all or substantially all of its assets with sharehol der approval is
considered a voluntary dissolution and |iquidation and is governed by
Subchapter B, Chapter 36.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 21, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 6, eff.
Septenber 1, 2007.

Sec. 32.406. LIMTATION ON CONTRCL CF DEPCSITS. (a) A
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purchase of assets is not permtted under Section 32.401 if, on
consunmmati on of the transaction, the acquiring state bank, including

all insured depository institution affiliates of the resulting state
bank, would control 20 percent or nore of the total anpount of
deposits in this state held by all insured depository institutions in

this state.

(b) On request of the banking conm ssioner the applicant shal
provi de supplenental information to the banking conm ssioner to aid
in a determnation under this section, including information that is
nore current than or in addition to information in the nost recently
avai |l abl e sunmmary of deposits, reports of condition, or simlar
reports filed with or produced by state or federal authorities.

(c) In this section, "deposit"” and "insured depository
institution"” have the nmeani ngs assigned by Section 3, Federal Deposit
| nsurance Act (12 U S.C. Section 1813), as anended.

Added by Acts 1999, 76th Leg., ch. 344, Sec. 2.009, eff. Sept. 1
1999.

SUBCHAPTER F. EXIT OF STATE BANK OR ENTRY OF ANOTHER FI NANCI AL
| NSTI TUTI ON

Sec. 32.501. MERGER OR CONVERSI ON OF STATE BANK | NTO ANOTHER
FI NANCI AL I NSTI TUTION. (a) Subject to Subtitle G a state bank may
act as necessary under and to the extent permtted by the | aws of the
United States, this state, another state, or another country to nerge
or convert into another financial institution, as that termis
defined by Section 201.101.

(b) The nerger or conversion by the state bank nmust be nade and
approval of its board and sharehol ders nust be obtained in accordance
wi th the Business Organi zations Code as if the state bank were a
filing entity and all other parties to the transaction, if any, were
foreign entities, except as provided by rule. For purposes of this
subsection, a conversion is considered a nerger into the successor
formof financial institution.

(c) The state bank does not cease to be a state bank subject to
t he supervision of the banking conmm ssioner unless:

(1) the banking comm ssioner has been given witten notice
of the intention to merge or convert before the 31st day before the
date of the proposed transaction;
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(2) t he bank has filed with the banki ng comm ssi oner:

(A) a copy of the application filed with the successor
regul atory authority, including a copy of each contract evidencing or
i mpl enenting the merger or conversion, or other docunents sufficient
to show conpliance with applicable |aw, and

(B) a certified copy of all m nutes of board neetings
and sharehol der neetings at which action was taken regarding the
nmer ger or conversion;

(3) the banking conm ssioner determ nes that:

(A) all deposit and other liabilities of the state bank
are fully discharged, assunmed, or otherw se retained by the successor
formof financial institution;

(B) any conditions inposed by the banki ng comm ssi oner
for the protection of depositors and creditors have been net or
ot herw se resol ved; and

(C© any required filing fees have been paid; and

(4) the bank has received a certificate of authority to do
busi ness as the successor financial institution.
(d) Section 32.304 applies to a proposed nerger under this
secti on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.010, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 22, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 7, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 10, eff.
June 14, 2013.

Sec. 32.502. CONVERSI ON OF FI NANCI AL | NSTI TUTI ON | NTO STATE
BANK. (a) A financial institution, as that termis defined by
Section 201.101, may apply to the banking conm ssioner for conversion
into a state bank on a form prescribed by the banki ng comm ssi oner
and acconpani ed by any required fee if the institution follows the
procedures prescribed by the laws of the United States, this state,
anot her state, or another country governing the exit of the financial
institution for the purpose of conversion into a state bank fromthe
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regul atory system applicabl e before the conversion. A banking
association or limted banking association may convert its
organi zati onal formunder this section

(b) A financial institution applying to convert into a state
bank may receive a certificate of authority to do business as a state
bank if the banking comm ssioner finds that:

(1) the financial institution is not engaging in a pattern
or practice of unsafe and unsound banki ng practices;

(2) the financial institution has adequate capitalization
for a state bank to engage in business at the sane |ocations as the
financial institution is engaged in business before the conversion;

(3) the financial institution can be expected to operate
profitably after the conversion;

(4) the officers and directors of the financial institution
as a group have sufficient banking experience, ability, standing,
conpet ence, trustworthiness, and integrity to justify a belief that
the financial institution will operate as a state bank in conpliance
with |aw

(5) each principal sharehol der has sufficient experience,
ability, standing, conpetence, trustworthiness, and integrity to
justify a belief that the financial institution will be free from
i mproper or unlawful influence or interference with respect to the
financial institution's operation as a state bank in conpliance with
l aw; and

(6) if the converting financial institution did not have
general depository powers and the state bank will have those powers,
the factors set forth in Section 32.003(b) are satisfied.

(c) The banking commi ssioner may:

(1) request additional information considered necessary to
an i nfornmed deci sion under this section;

(2) performan exam nation of the converting financial
institution at the expense of the converting financial institution;
and

(3) require that exam nation fees be paid before a
certificate of authority is issued.

(d) In connection with the application, the converting
financial institution nust:

(1) submt a statement of the | aw governing the exit of the
financial institution fromthe regul atory system applicable before
the conversion and the ternms of the transition into a state bank;
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and
(2) denonstrate that all applicable | aw has been fully
satisfied.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.010, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 23, eff.
Sept enber 1, 2007.

CHAPTER 33. OANERSHI P AND MANAGEMENT OF STATE BANK
SUBCHAPTER A. TRANSFER OF OMNERSHI P | NTEREST

Sec. 33.001. ACQUI SITION OF CONTROL. (a) Except as otherw se
expressly permtted by this subtitle, without the prior witten
approval of the banking comm ssioner a person nmay not directly or
indirectly acquire a legal or beneficial interest in voting
securities of a state bank or a corporation or other entity owning
voting securities of a state bank if, after the acquisition, the
person would control the bank.

(b) For purposes of this subchapter and except as otherw se
provi ded by rul es adopted under this subtitle, the principal
sharehol der of a state bank that directly or indirectly owns or has
the power to vote a greater percentage of voting securities of the
bank than any other sharehol der is considered to control the bank.

(c) This subchapter does not prohibit a person from negotiating
to acquire, but not acquiring, control of a state bank or a person
that controls a state bank

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 24, eff.
Sept enber 1, 2007.

Sec. 33.002. APPLI CATI ON REGARDI NG ACQUI SI TI ON OF CONTROL. (a)
The proposed transferee in an acquisition of control of a state bank
or of a person that controls a state bank nust file an application
for approval of the acquisition. The application nust:
(1) be under oath and in a form prescri bed by the banking
conm Ssi oner
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(2) contain all information that:

(A) is required by rules adopted under this subtitle;
or

(B) the banking commi ssioner requires in a particul ar
application as necessary to an inforned decision to approve or reject
t he proposed acquisition; and

(3) be acconpanied by any filing fee required by |aw.

(a-1) The banking conm ssioner shall pronptly notify the
applicant of the date the banking conmm ssioner determ nes the
application to be informationally conplete and accepted for filing.

(b) If a person proposing to acquire voting securities in a
transaction subject to this section includes any group of persons
acting in concert, the informati on required by the banking
conmi ssi oner may be required of each menber of the group.

(c) Rules adopted under this subtitle may specify the
confidential or nonconfidential character of information obtained by
t he banki ng conm ssioner under this section. 1In the absence of
rul es, information obtained by the banking comm ssioner under this
section is confidential and may not be disclosed by the banking
conmi ssi oner or any enployee of the departnment except as provided by
Subchapter D, Chapter 31.

(d) The applicant shall publish notice of the application, the
date the application is accepted for filing, and the identity of the
applicant and, if the applicant includes a group, the identity of
each group nmenber. The notice nmust be published in the form and
frequency specified by the banking comm ssioner and in a newspaper of
general circulation in the county in which the bank's hone office is
| ocated, or in another publication or location as directed by the
banki ng comm ssi oner.

(e) The applicant nmay defer publication of the notice until not
|ater than the 34th day after the date the application is accepted
for filing if:

(1) the application is filed in contenplation of a public
tender offer subject to 15 U. S.C. Section 78n(d)(1);

(2) the applicant requests confidential treatnent and
represents that a public announcenent of the tender offer and the
filing of appropriate fornms with the Securities and Exchange
Conmi ssion or the appropriate federal banking agency, as applicabl e,
will occur within the period of deferral; and

(3) the banking comm ssioner determnes that the public
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interest will not be harmed by the requested confidential treatnent.

(f) The banking comm ssioner may wai ve the requirenent that a
noti ce be published or permt delayed publication on a determ nation
that waiver or delay is in the public interest. |f publication of
notice is waived under this subsection, the information that would be
contained in a published notice becones public information under
Chapter 552, Governnment Code, on the 35th day after the date the
application is accepted for filing.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.09, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 735 (H B. 2754), Sec. 8, eff.
Sept enber 1, 2007.

Acts 2017, 85th Leg., RS., Ch. 915 (S.B. 1400), Sec. 1, eff.
Septenber 1, 2017.

Sec. 33.003. HEARI NG AND DECI SI ON ON ACQUI SI TI ON OF CONTROL.
(a) Not later than the 60th day after the date the notice is
publ i shed, the banking conm ssioner shall approve the application or
set the application for hearing. |If the banking comm ssioner sets a
heari ng, the departnment shall participate as the opposing party and
t he banki ng comm ssi oner shall conduct the hearing and one or nore
prehearing conferences and opportunities for discovery as the banking
commi ssi oner considers advi sabl e and consi stent with governing | aw
A hearing held under this section is confidential and closed to the
public.

(b) Based on the record, the banking conm ssioner nay issue an
order denying an application if:

(1) the acquisition would substantially |essen conpetition,
restrain trade, result in a nonopoly, or further a conbination or
conspiracy to nonopolize or attenpt to nonopolize the banking
industry in any part of this state, unless:

(A) the anticonpetitive effects of the proposed
acquisition are clearly outweighed in the public interest by the
probabl e effect of the acquisition in neeting the conveni ence and
needs of the community to be served; and

(B) the proposed acquisition does not violate the | aw
of this state or the United States;
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(2) the financial condition of the proposed transferee, or
any nmenber of a group conprising the proposed transferee, m ght
j eopardi ze the financial stability of the bank being acquired,

(3) plans or proposals to operate, |liquidate, or sell the
bank or its assets are not in the best interests of the bank;

(4) the experience, ability, standing, conpetence,
trustworthiness, and integrity of the proposed transferee, or any
menber of a group conprising the proposed transferee, are
insufficient to justify a belief that the bank will be free from
i mproper or unlawful influence or interference with respect to the
bank's operation in conpliance with | aw,

(5) the bank will not be solvent, have adequate
capitalization, or conply with the law of this state after the
acqui sition;

(6) the proposed transferee has not furnished al
information pertinent to the application reasonably required by the
banki ng comm ssi oner; or

(7) the proposed transferee is not acting in good faith.

(c) If the banking conm ssioner approves the application, the
transaction may be consummated. |If the approval is conditioned on a
witten commtnment fromthe proposed transferee offered to and
accepted by the banking comm ssioner, the commtnment is enforceable
agai nst the bank and the transferee and is considered for al
pur poses an agreenent under this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 33.004. APPEAL FROM ADVERSE DECISION. (a) |If a hearing
has been hel d, the banking conmm ssioner has entered an order denying
the application, and the order has becone final, the proposed
transferee may appeal the order by filing a petition for judicial
revi ew.

(b) The filing of an appeal under this section does not stay
t he order of the banking comm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 33.005. EXEMPTIONS. The follow ng acquisitions are exenpt
from Section 33.001:
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(1) an acquisition of securities in connection with the
exercise of a security interest or otherwse in full or partial
sati sfaction of a debt previously contracted for in good faith and
the acquiring person files witten notice of acquisition with the
banki ng comm ssi oner before the person votes the securities acquired;

(2) unless the banking comm ssioner provides otherwi se in
witing, an acquisition of voting securities in any class or series
by a controlling person who:

(A) was identified as a controlling person in a state
bank in a prior application filed with and approved by the banking
comm SSi oner;

(B) has fromthe date of receipt of approval under this
subchapt er continuously held power to vote 25 percent or nore of any
cl ass of voting securities of the state bank; or

(C is considered to have fromthe date of receipt of
approval under this subchapter continuously controlled the state bank
under Section 33.001(b);

(3) an acquisition or transfer by operation of law, wll,
or intestate succession and the acquiring person files witten notice
of acquisition with the banking conm ssioner before the person votes
the securities acquired;

(4) a transaction subject to Chapter 202 if:

(A) the acquiring bank hol di ng conpany currently owns
and controls a state bank; or

(B) the post-transaction controlling person is
identified as the controlling person in a nerger or other
acquisition-related application filed with the banki ng comm ssi oner
concurrently with the subm ssion required by Section 202.001; and

(5) a transaction exenpted by the banki ng comm ssioner or
by rul es adopted under this subtitle because the transaction is not
wi thin the purposes of this subchapter or the regulation of the
transaction is not necessary or appropriate to achieve the objectives
of this subchapter

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.011, eff. Sept. 1, 1999.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 652 (S.B. 1823), Sec. 4, eff.
Septenber 1, 2019.

Acts 2023, 88th Leg., RS., Ch. 989 (H B. 3574), Sec. 4, eff.
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June 18, 2023.

Sec. 33.006. OBJECTION TO OTHER TRANSFER. This subchapter does
not prevent the banking comm ssioner frominvestigating, comenting
on, or seeking to enjoin or set aside a transfer of voting securities
that evidence a direct or indirect interest in a state bank,
regardl ess of whether the transfer is governed by this subchapter, if
t he banki ng comm ssi oner considers the transfer to be against the
public interest.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 33.007. CVIL ENFORCEMENT; CRI M NAL PENALTY. (a) |If the
banki ng comm ssi oner believes that a person has violated or is about
to violate this subchapter or a rule of the finance conm ssion or
order of the banking conm ssioner pertaining to this subchapter, the
attorney general on behalf of the banking conmm ssioner may apply to a
district court of Travis County for an order enjoining the violation
and for other equitable relief the nature of the case requires.

(b) A person who knowingly fails or refuses to file the
application required by Section 33.002 comrits an offense. An
of fense under this subsection is a Cass A m sdeneanor.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 867, Sec. 21, eff. Sept. 1, 2001.

SUBCHAPTER B. BQOARD AND OFFI CERS
Sec. 33.101. VOITING SECURI TI ES HELD BY BANK. (a) Voting

securities of a state bank held by the bank in a fiduciary capacity
under a will or trust, whether registered in the bank's nane or in
the nane of its nom nee, may not be voted in the el ection of
directors or on a matter affecting the conpensation of directors,
of ficers, or enployees of the bank in that capacity unl ess:

(1) under the terns of the will or trust, the manner in
whi ch the voting securities are to be voted may be determ ned by a
donor or beneficiary of the will or trust and the donor or
beneficiary makes the determnation in the matter at issue;

(2) the terns of the will or trust expressly direct the
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manner in which the securities nust be voted so that discretion is
not vested in the bank as fiduciary; or

(3) the securities are voted solely by a cofiduciary that
is not an affiliate of the bank, as if the cofiduciary were the sole
fiduciary.

(b) Voting securities of a state bank that cannot be voted
under this section are considered to be authorized but unissued for
pur poses of determ ning the procedures for and results of the
affected vote.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 25, eff.
Sept enber 1, 2007.

Sec. 33.102. BYLAWS. Each state bank shall adopt byl aws and
may anend its bylaws for the purposes and according to the procedures
provi ded by the Business Organizati ons Code.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 26, eff.
Sept enber 1, 2007.

Sec. 33.103. BOARD OF DIRECTORS. (a) The board of a state
bank nust consist of not fewer than five but not nore than 25
directors, a mgjority of whomare residents of this state. The
princi pal executive officer of the bank is a nenber of the board.
The principal executive officer acting in the capacity of a board
menber is the board's presiding officer unless the board elects a
different presiding officer to performthe duties as designated by
t he board.
(b) Unl ess the banking comm ssi oner consents otherwi se in
witing, a person may not serve as director of a state bank if:
(1) the bank incurs an unreinbursed |oss attributable to a
charged-off obligation of or holds a judgnent against:
(A) the person; or
(B) an entity that was controlled by the person at the
time of funding and at the tinme of default on the |oan that gave rise
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to the judgment or charged-off obligation;

(2) the person is the subject of an order described by
Section 35.007(a); or

(3) the person has been convicted of a felony.

(c) |If a state bank does not elect directors before the 61st
day after the date of its regular annual neeting, the banking
commi ssi oner may appoi nt a conservator under Chapter 35 to operate
the bank and elect directors, as appropriate. |If the conservator is
unable to |l ocate or elect persons wlling and able to serve as
directors, the banking conm ssioner nay cl ose the bank for
[ i qui dati on.

(d) A vacancy on the board that reduces the nunber of directors
to fewer than five nust be filled not later than the 30th day after
the date the vacancy occurs. | f the vacancy is not tinely filled,

t he banki ng conm ssi oner may appoint a conservator under Chapter 35
to operate the bank and el ect a board of not fewer than five persons
to resolve the vacancy. |If the conservator is unable to |ocate or
el ect five persons willing and able to serve as directors, the
banki ng comm ssi oner may cl ose the bank for |iquidation.

(e) Before each termto which a person is elected to serve as a
director of a state bank, the person shall submt an affidavit for
filing in the mnutes of the bank stating that the person, to the
extent applicabl e:

(1) accepts the position and is not disqualified from
serving in the position;

(2) wll not violate or knowingly permt an officer,
director, or enployee of the bank to violate any | aw applicable to
t he conduct of business of the bank; and

(3) wll diligently performthe duties of the position.

(f) The banking conmm ssioner in the exercise of discretion may
wai ve or reduce the residency requirenents for directors set forth in
Subsection (a).

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.0115, eff. Sept. 1, 1999;
Acts 2001, 77th Leg., ch. 412, Sec. 2.10, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 27, eff.
Sept enber 1, 2007.
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Sec. 33.104. ADVISCRY DIRECTOR. (a) An advisory director is

not considered a director if the advisory director:

(1) is not elected by the sharehol ders of the bank;

(2) does not vote on natters before the board or a
conm ttee of the board;

(3) is not counted for purposes of determ ning a quorum of
the board or commttee; and

(4) provides solely general policy advice to the board.

(b) A state bank may not disclose to an advisory director
confidential information pertaining to the bank or the bank's
customers unl ess:

(1) the board adopts a resolution that designates the
advi sory director as a person who is officially connected to the bank
and that describes the purpose for disclosure of the information,
whi ch nust be a reasonabl e busi ness purpose; and

(2) the disclosure is made under a witten confidentiality
agreenment between the bank and the advisory director.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H. B. 1962), Sec. 28, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 5, eff.
June 14, 2013.

Sec. 33.105. REQUI RED MONTHLY BOARD MEETI NG (a) Except as
provi ded by Subsection (b), the board of a state bank shall hold at
| east one regul ar neeting each nonth.

(b) On application by the board, the banking comm ssi oner nmay
grant the board approval to hold regular neetings on a |l ess frequent
basis than the period prescribed by Subsection (a). The conmm ssioner
may revoke or nodify a prior approval granted under this subsection
if the comm ssioner determ nes that nore frequent regul ar neetings of
the board are necessary to pronote the safety and soundness of the
bank.

(c) At each regular neeting the board shall review and approve
the mnutes of the prior neeting and review the operations,
activities, and financial condition of the bank. The board may
designate a conmttee fromanong its nenbers to performthose duties
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and approve or disapprove the comrittee's report at each regul ar
nmeeting. Each action of the board nust be recorded in its mnutes.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 14, eff.
Septenber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 6, eff.
June 14, 2013.

Sec. 33.106. OFFICERS. (a) The board shall annually appoint
the officers of the bank, who serve at the will of the board. Unless
t he banki ng comm ssi oner consents otherwise in witing, a person nay
not serve as an officer of the state bank if:

(1) the person is the subject of an order described by
Section 35.007(a); or
(2) the person has been convicted of a felony.

(b) The bank nust have a principal executive officer primarily
responsi bl e for the execution of board policies and operation of the
bank and an officer responsible for the maintenance and storage of
all corporate books and records of the bank and for required
attestation of signatures. Those positions may not be held by the
sanme person. The board may appoint other officers of the bank as the
board consi ders necessary.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2017, 85th Leg., R S., Ch. 599 (S.B. 1401), Sec. 5, eff.
Sept enber 1, 2017.

Sec. 33.107. LIM TATION ON ACTI ON OF OFFI CER OR EMPLOYEE I N
RELATI ON TO ASSET OR LI ABILITY. Unless expressly authorized by a
resolution of the board recorded in its mnutes, an officer or
enpl oyee may not create or dispose of a bank asset or create or incur
aliability on behalf of the bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 33.108. CRIMNAL OFFENSES. (a) An officer, director,
enpl oyee, or sharehol der of a state bank commits an offense if the
per son know ngly:

(1) conceals information or a fact, or renoves, destroys,
or conceals a book or record of the bank for the purpose of
concealing information or a fact, fromthe banking conm ssioner or an
agent of the banking comm ssioner; or

(2) renoves, destroys, or conceals any book or record of
the bank that is nmaterial to a pending or anticipated |egal or
adm ni strative proceeding.

(b) An officer, director, or enployee of a state bank commts
an offense if the person:

(1) knowi ngly makes a false entry in a book, record,
report, or statenent of the bank; or

(2) violates or knowingly participates in a violation of,
or permts another of the bank's officers, directors, or enployees to
violate, the prohibition on |lending trust funds under Section
113. 052, Property Code.

(c) An offense under this section is a felony of the third
degr ee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 29, eff.
Septenber 1, 2007.

Sec. 33.109. TRANSACTI ONS W TH MANAGEMENT AND AFFI LI ATES. (a)
Wt hout the prior approval of a disinterested najority of the board
recorded in the mnutes or, if a disinterested majority cannot be
obtai ned, the prior witten approval of the banking comm ssioner, a
state bank may not directly or indirectly:

(1) sell or lease an asset of the bank to an officer,
director, or principal sharehol der of the bank or of an affiliate of
t he bank; or

(2) purchase or |ease an asset in which an officer
director, or principal sharehol der of the bank or of an affiliate of
t he bank has an interest.

(b) An officer or director of the bank who know ngly
participates in or permts a violation of this section conmts an
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of fense. An offense under this subsection is a felony of the third
degr ee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.11, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 30, eff.
Sept enber 1, 2007.

SUBCHAPTER C. LI M TED BANKI NG ASSOCI ATI ON

Sec. 33.201. LIABILITY OF PARTI Cl PANTS AND MANAGERS. (a) A
partici pant or manager of a limted banking association is not |iable
for a debt, obligation, or liability of the limted banking
associ ation, including a debt, obligation, or liability under a
j udgnent, decree, or order of court. A participant or a nmanager of a
limted banking association is not a proper party to a proceedi ng by
or against a limted banking association unless the object of the
proceeding is to enforce a participant's or manager's right agai nst
or liability to a limted banking association.

(b) Repealed by Acts 2007, 80th Leg., R S., Ch. 237, Sec. 80,
eff. Septenber 1, 2007.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 31, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 80, eff.
Septenber 1, 2007.

Sec. 33.204. NMANAGEMENT OF LI M TED BANKI NG ASSOCI ATION.  (a)
Managenent of a limted banking association is vested in a board of
managers el ected by the participants as prescribed by the byl aws.

(b) A board of nmanagers operates in substantially the sane
manner as, and has substantially the same rights, powers, privileges,
duties, and responsibilities, as a board of directors of a banking
associ ation, and a manager nust neet the qualifications for a
di rector under Section 33.103.

(c) The certificate of formation, bylaws, and participation
agreenent of a limted banking association may use "director" instead
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of "manager" and "board" instead of "board of managers."

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 32, eff.
Sept enber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 11, eff.
June 14, 2013.

Sec. 33.206. |INTEREST IN LI M TED BANKI NG ASSOCI ATI ON;
TRANSFERABI LI TY OF I NTEREST. (a) The interest of a participant in a
limted banking association is the personal property of the
partici pant and may be transferred as provided by the bylaws or the
partici pation agreenent.

(b) The bylaws or the participation agreenent may not require
t he consent of any other participant in order for a participant to
transfer participation shares, including voting rights.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 33, eff.
Septenber 1, 2007.

Sec. 33.208. DI SSOLUTION. The bylaws or the participation
agreenent may not require automatic term nation, dissolution, or
suspension of the Iimted banking association on the death,

di sability, bankruptcy, expulsion, or withdrawal of a participant, or
on the happeni ng of any other event other than the passage of tine.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 34, eff.
Sept enber 1, 2007.

Sec. 33.209. ALLCCATION OF PROFITS AND LOSSES. The profits and
| osses of a |limted banking association nmay be all ocated anong the
partici pants and anong cl asses of participants as provided by the
participation agreenent. Wthout the prior witten approval of the
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banki ng comm ssioner to use a different allocation nethod, the
profits and | osses nust be allocated according to the relative
interests of the participants as reflected in the certificate of
formati on and rel ated docunents filed with and approved by the
banki ng comm ssi oner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 12, eff.
June 14, 2013.

Sec. 33.210. DI STRIBUTIONS. Subject to Section 32.103,
di stributions of cash or other assets of a |imted banking
association may be made to the participants as provided by the
participation agreenent. Wthout the prior witten approval of the
banki ng comm ssioner to use a different distribution nethod,
di stributions nust be made to the participants according to the
relative interests of the participants as reflected in the
certificate of formation and rel ated docunents filed with and
approved by the banki ng comm ssi oner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 575 (S.B. 804), Sec. 13, eff.
June 14, 2013.

Sec. 33.211. APPLI CATI ON OF OTHER PROVI SIONS TO LI M TED BANKI NG
ASSCCI ATI ONS.  For purposes of the provisions of Subtitle A and this
subtitle other than this subchapter, as the context requires:

(1) a manager is considered to be a director and the board
of managers is considered to be the board of directors;

(2) a participant is considered to be a sharehol der;

(3) a participation share is considered to be a share; and

(4) a distribution is considered to be a dividend.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 35, eff.
Sept enber 1, 2007.
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CHAPTER 34. | NVESTMENTS, LOANS, AND DEPCSI TS
SUBCHAPTER A. ACQUI SI TI ON AND OMNERSHI P OF BANK FACI LI TI ES AND OTHER
REAL PROPERTY
Sec. 34.001. DEFINITION. In this subchapter, "bank facility"
nmeans real property, including an inprovenent, that a state bank owns
or leases, to the extent the | ease or the | easehold inprovenent is
capitalized, for the purpose of:

(1) providing space for bank enpl oyees to performtheir
duties and for bank enpl oyees and custoners to park;

(2) conducting bank business, including neeting the
reasonabl e needs and conveni ence of the public and the bank's
custoners, conputer operations, docunent and other item processing,
mai nt enance and storage of foreclosed collateral pending disposal,
and record retention and storage;

(3) holding, inproving, and occupying as an incident to
future expansion of the bank's facilities; or

(4) conducting another activity authorized by rul es adopted
under this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 34.002. |INVESTMENT IN BANK FACILITIES. (a) Wthout the
prior witten approval of the banking conm ssioner, a state bank may
not directly or indirectly invest an anmount in excess of its
uni mpaired capital and surplus in bank facilities, furniture,
fixtures, and equi pnent. Except as otherw se provided by rules
adopted under this subtitle, in conputing this |[imtation the bank

(1) shall include:

(A) its direct investnment in bank facilities;

(B) an investnent in equity or investment securities of
a conpany holding title to a facility used by the bank for a purpose
specified by Section 34.001;

(C© a loan made by the bank to or on the security of
equity or investnment securities issued by a conpany holding title to
a facility used by the bank; and

(D) any indebtedness incurred on bank facilities by a

conpany:
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(1) that holds title to the facility;

(iit) that is an affiliate of the bank; and

(tit) in which the bank is invested in the manner
descri bed by Paragraph (B) or (C); and

(2) may exclude an anount included under Subdi visions

(1)(B)-(D) to the extent a |lease of a facility fromthe conpany
holding title to the facility is capitalized on the books of the
bank.

(b) Real property acquired for the purposes described by
Section 34.001(3) and not inproved and occupi ed by the bank ceases to
be a bank facility on the third anniversary of the date of its
acqui sition unless the banking conmm ssioner on application grants
witten approval to further delay in the inprovenent and occupation
of the property by the bank.

(c) A bank shall conply with regulatory accounting principles
in accounting for its investnment in and depreciation of bank
facilities, furniture, fixtures, and equi prnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 3, eff.
Septenber 1, 2007.

Sec. 34.003. OIHER REAL PROPERTY. (a) A state bank may not
acquire real property except:
(1) as permtted by this subtitle or rul es adopted under
this subtitle;
(2) with the prior witten approval of the banking
conmmi ssi oner; or
(3) as necessary to avoid or mnimze a loss on a |l oan or
i nvest ment previously nmade in good faith.
(b) Wth the prior witten approval of the banking
conmi ssioner, a state bank may:
(1) exchange real property for other real property or
per sonal property;
(2) invest additional noney in or inprove real property
acqui red under this subsection or Subsection (a); or
(3) acquire additional real property to avoid or mnimze
| oss on real property acquired as permtted by Subsection (a).
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(c) A state bank shall dispose of real property subject to this
section not later than the fifth anniversary of the date the real
property:

(1) was acquired except as otherw se provided by rules
adopted under this subtitle;

(2) ceases to be used as a bank facility; or

(3) <ceases to be a bank facility as provided by Section
34.002(b).

(d) The banki ng comm ssioner on application may grant one or
nore extensions of time for disposing of real property if the banking
conmi ssi oner determ nes that:

(1) the bank has nade a good faith effort to di spose of the
real property; or

(2) disposal of the real property would be detrinental to
t he bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 7, eff.
June 14, 2013.

Sec. 34.004. RETENTI ON OF NONPARTI Cl PATI NG ROYALTY | NTERESTS.
(a) Notw thstanding Section 34.003(a), a state bank nmay hold
nonparticipating royalty interests if:
(1) the state bank acquires the interest pursuant to
Section 34.003(a)(3) or retains the interest in a sale of property
acqui red under that section;
(2) the interest is nonparticipating due to the fact the
i nterest:
(A) is nonpossessory;
(B) does not bear executive rights, the right of
i ngress and egress, the right to receive bonus paynents, or the right
to receive delay rentals; and
(C© is accordingly not subject to expenses of
expl oration, devel opnent, production, operation, maintenance, or
abandonnment, or other expenses associated with extracting and
mar keting the mnerals subject to the interest;
(3) the interest is reasonably valued on the books of the
state bank for not nore than a nom nal anpbunt, and the aggregate
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anount of earnings fromsuch interests is separately disclosed in the
annual financial statenments of the state bank;

(4) the state bank does not nake any new i nvestnents
relating to the interests without the approval of the banking
conmmi ssi oner; and

(5) the banki ng conm ssioner determ nes that the possession
of such interests is not inconsistent with the safety and soundness
of the state bank.

(b) The banki ng conm ssioner may order a state bank that hol ds
nonparticipating royalty interests to divest such interests at any
time if the banking conm ssioner determ nes that continued ownership
of such interests is detrinental to the state bank

(c) Subject to conpliance with this section, nonparticipating
royalty interests are not considered to be real property for purposes
of this subtitle.

Added by Acts 2007, 80th Leg., R S., Ch. 110 (H B. 2007), Sec. 4, eff.
Sept enber 1, 2007.
Amended by:

Acts 2013, 83rd Leg., R S., Ch. 940 (H B. 1664), Sec. 8, eff.
June 14, 2013.

SUBCHAPTER B. | NVESTMENTS

Sec. 34.101. SECURITIES. (a) A state bank may purchase and
sell securities without recourse solely on the order and for the
account of a custoner.

(b) Except as otherw se provided by this subtitle or rules
adopted under this subtitle, a state bank may not:

(1) wunderwite an issue of securities; or

(2) invest its noney in equity securities except as
necessary to avoid or mnimze a |loss on a |oan or investnent
previ ously made in good faith.

(c) A state bank may purchase investnent securities for its own
account under limtations and restrictions prescribed by rules
adopted under this subtitle. Except as otherw se provided by this
section, the anount of the investnment securities of any one obligor
or nmaker held by the bank for its own account may not exceed an
anount equal to 15 percent of the bank's uninpaired capital and
surplus. The banking comm ssioner may authorize investnents in
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excess of this limtation on witten application if the banking
conmi ssi oner determ nes that:

(1) the excess investnent is not prohibited by other
applicable |Iaw, and

(2) the safety and soundness of the requesting state bank
is not adversely affected.

(d) Notwi thstandi ng Subsections (a)-(c), a state bank nmay,
without Iimt and subject to the exercise of prudent banking
judgnent, deal in, underwite, or purchase for its own account:

(1) bonds and other legally created general obligations of
a state, an agency or political subdivision of a state, the United
States, or an instrunentality of the United States;

(2) obligations that this state, an agency or political
subdi vision of this state, the United States, or an instrunentality
of the United States has unconditionally agreed to purchase, insure,
or guar ant ee;

(3) securities that are offered and sold under 15 U.S. C.
Section 77d(5);

(4) nortgage related securities or small business rel ated
securities, as those terns are defined by 15 U S.C. Section 78c(a);

(5) nortgages, obligations, or other securities that are or
ever have been sold by the Federal Home Loan Mortgage Corporation
under 12 U.S.C. Sections 1434 and 1455;

(6) obligations, participation, or other instrunments of or
i ssued by the Federal National Mortgage Association or the Governnment
Nat i onal Mortgage Associ ati on;

(7) obligations issued by the Federal Agricultural Mortgage
Cor poration, the Federal Farm Credit Banks Fundi ng Corporation, or a
Federal Honme Loan Bank;

(8) obligations of the Federal Financing Bank or the
Envi ronnent al Fi nanci ng Aut hority;

(9) obligations or other instrunments or securities of the
Student Loan Marketing Associ ati on;

(10) qualified Canadi an governnent obligations, as defined
by 12 U.S.C. Section 24; or

(11) if the state bank is well capitalized, as defined by
Section 38, Federal Deposit Insurance Act (12 U.S.C. Section 18310),
obligations, including Iimted obligation bonds, revenue bonds, and
obligations that satisfy the requirenents of 26 U S.C. Section
142(b) (1), issued by or on behalf of a state or a political
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subdi vision of a state, including a nunicipal corporate
instrunentality of one or nore states or a public agency or authority
of a state or political subdivision of a state.

(e) Notwi thstandi ng Subsections (a) and (b), subject to the
exerci se of prudent banking judgnent, a state bank nmay deal in,
underwite, or purchase for its own account, including for purposes
of Subsection (c) obligations as to which the bank is under
comm tnment, the follow ng

(1) obligations issued by a devel opnent bank, corporation,
or other entity created by international agreenment if the United
States is a nenber and a capital stock sharehol der

(2) obligations issued by a state or political subdivision
or an agency of a state or political subdivision for housing,
university, or dormtory purposes, that are at the tine eligible for
purchase by a state bank for its own account; or

(3) bonds, notes, and other obligations issued by the
Tennessee Valley Authority or by the United States Postal Service.

(f) A state bank may not invest nore than an anmount equal to 25
percent of the bank's uninpaired capital and surplus in investnent
grade adjustable rate preferred stock and noney market (auction rate)
preferred stock.

(g) A state bank nay deposit noney in a federally insured
financial institution, a Federal Reserve Bank, or a Federal Honme Loan
Bank wi thout limtation.

(h) The finance comm ssion may adopt rules to adm nister and
carry out this section, including rules to:

(1) define or further define terns used by this section;

(2) establish limts, requirenments, or exenptions other
t han those specified by this section for particular classes or
categories of securities; and

(3) limt or expand investnent authority for state banks
for particular classes or categories of securities.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 9, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 110 (H B. 2007), Sec. 5, eff.
Sept enber 1, 2007.
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Sec. 34.102. TRANSACTION I N BANK SHARES. (a) A state bank may
not acquire a lien by pledge or otherwise on its own shares, or
ot herwi se purchase or acquire title to its own shares, except:

(1) as necessary to avoid or minimze a loss on a |oan or
i nvestment previously nmade in good faith; or
(2) as provided by Subsection (b).

(b) Wth the prior witten approval of the banki ng comm ssioner
or as permtted by rules adopted under this subtitle, a state bank
may acquire title to its own shares and hold those shares as treasury
stock. Treasury stock acquired under this subsection is not
consi dered an equity investnent.

(c) If a state bank acquires a lien on or title to its own
shares under this section, the lien nmay not by its original terns
extend for nore than two years. Except with the prior witten
approval of the banking comm ssioner, the bank may not hold title to
its own shares for nore than one year.

(d) A state bank may nake | oans on the collateral security of
securities issued by an affiliate, if the loan is subject to and in
conpliance with the provisions of Sections 23A and 23B, Federal
Reserve Act (12 U. S.C. Sections 371c and 371c-1), as anended,
appl i cabl e to nonnenber insured state banks by virtue of Section
18(j) (1), Federal Deposit Insurance Act (12 U S.C. Section
1828(j) (1)), as anmended.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.12, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 36, eff.
Sept enber 1, 2007.

Sec. 34.103. BANK SUBSIDI ARIES. (a) Subject to this section
and except as otherw se provided by this subtitle or rules adopted
under this subtitle, a state bank may conduct any activity or nake
any investnent through an operating subsidiary that a state bank or a
bank hol di ng conpany, including a financial holding company, is
aut hori zed to conduct or nmake under state or federal lawif the
operating subsidiary is adequately enpowered and appropriately
licensed to conduct its business.

(b) Except for investnment in a subsidiary engaging solely in

Statute text rendered on: 10/6/2023 - 170 -


http://www.legis.state.tx.us/tlodocs/80R/billtext/html/HB01962F.HTM

FI NANCE CODE

activities that nay be engaged in directly by the bank and that are
conducted on the sanme terns and conditions that govern the conduct of
the activities by the bank, a state bank wi thout the prior witten
approval of the banking comi ssioner may not invest nore than an
anount equal to 10 percent of its uninpaired capital and surplus in a
singl e subsidiary. For purposes of this subsection, the anount of a
state bank's investnent in a subsidiary is the sumof the anmount of
the bank's investnent in securities issued by the subsidiary and any
| oans and extensions of credit fromthe bank to the subsidiary.

(c) A state bank nay not establish or acquire a subsidiary or a
controlling interest in a subsidiary that engages in activities as
principal in which the bank is prohibited fromengaging directly
unl ess:

(1) the state bank's investnent in the subsidiary has been
al l oned by the Federal Deposit I|nsurance Corporation under Section
24, Federal Deposit Insurance Act (12 U S.C. Section 183l1a); or

(2) wth respect to a subsidiary engaged in activities as
princi pal that a national bank may conduct only through a financi al
subsidiary, including firmunderwiting of equity securities other
than as permtted by Section 34.101, and not otherw se engaged in
activities as principal that are inpermssible for a state bank or a
financial subsidiary of a national bank, the subsidiary's activities
and the bank's investnent are in conpliance with the restrictions and
requi renents of Section 46, Federal Deposit Insurance Act (12 U.S. C
Section 1831w).

(d) Except as otherwi se provided by this subtitle or a rule
adopted under this subtitle, a state bank may not make a non-
controlling mnority investnent in equity securities of a conpany
unl ess:

(1) the investnent or conpany is described by Subsection
(c)(2) or Section 34.104 or 34.105;

(2) the conpany engages solely in activities that are part
of or incidental to the perm ssible business of a state bank under
this subtitle and:

(A) the state bank is adequately enpowered to prevent
the conpany fromengaging in activities not part of or incidental to
t he perm ssi bl e business of a state bank or, as a practical matter,
is otherwi se enabled to withdraw or liquidate its investnment in the
conpany in such an event;

(B) as a legal and accounting natter, the | oss exposure
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of the state bank with respect to the activities of the conpany is
limted and does not include any open-ended liability for an
obligation of the conpany; and

(© the investnment is convenient or useful to the state
bank in carrying out its business and is not a nmere passive
i nvestnment unrelated to the bank's banki ng business; or

(3) the investnment is made indirectly through an operating
subsidiary in equity securities issued by:

(A) anot her bank;

(B) a conpany that engages solely in an activity that
is permssible for a bank service corporation or a bank hol di ng
conpany subsidiary; or

(C© a conpany that engages solely in activities as
agent or trustee or in a brokerage, custodial, advisory, or
adm ni strative capacity, or in a substantially simlar capacity.

(e) A state bank that intends to acquire, establish, or perform
new activities through a subsidiary shall submt a letter to the
banki ng comm ssi oner describing in detail the proposed activities of
the subsidiary. The bank may acquire or establish a subsidiary or
performnew activities in an existing subsidiary beginning on the
31lst day after the date the banking comm ssioner receives the bank's
| etter unless the banking comm ssioner specifies an earlier or |later
date. The banki ng comm ssioner may extend the 30-day period on a
determ nation that the bank's letter raises issues that require
additional information or additional time for analysis. |If the
period is extended, the bank may acquire or establish a subsidiary,
or may performnew activities in an existing subsidiary, only on
prior witten approval of the banking conm ssioner.

(f) A subsidiary of a state bank is subject to regulation by
t he banki ng comm ssioner to the extent provided by Chapter 11 or 12,
this subtitle, or rules adopted under this subtitle. In the absence
of limting rules, the banking conmm ssioner nmay regul ate a subsidiary
as if it were a state bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 10, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 6, eff.
Sept enber 1, 2007.

Acts 2023, 88th Leg., RS., Ch. 989 (H B. 3574), Sec. 5, eff.
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June 18, 2023.

Sec. 34.104. MJTUAL FUNDS. (a) A state bank may invest for
its own account in equity securities of an investnent conpany
regi stered under the |Investnent Conpany Act of 1940 (15 U. S.C
Section 80a-1 et seq.) and the Securities Act of 1933 (15 U S. C
Section 77a et seq.) if the portfolio of the investnent conpany
consists wholly of investnents in which the bank coul d invest
directly for its own account.

(b) If the portfolio of an investnent conpany described by
Subsection (a) consists wholly of investnents in which the bank could
invest directly without Iimtation, the bank may invest in the
i nvest ment conpany w thout limtation.

(c) The bank may invest not nore than an anount equal to 15
percent of the bank's uninpaired capital and surplus in an investnent
conpany descri bed by Subsection (a) the portfolio of which contains
an investnment or obligation in which the bank could not invest
directly without limtation under this chapter.

(d) A state bank that invests in an investnent conpany as
provi ded by Subsection (c) shall periodically determne that its pro
rata share of any security in the portfolio of the investnent conpany
conbined with the bank's pro rata share of that security held by al
ot her investnent conpanies in which the bank has invested and with
t he bank's own direct investnent and | oan holdings is not in excess
of applicable investnent and lending |imtations.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 7, eff.
Septenber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 37, eff.
Sept enber 1, 2007.

Sec. 34.105. OIHER DI RECT EQUITY I NVESTMENTS. (a) A state
bank may purchase for its own account equity securities of any cl ass
i ssued by:

(1) a bank service corporation, except that the bank may
not invest nore than an anount equal to 15 percent of the bank's
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uni npaired capital and surplus in a single bank service corporation
or nore than an amount equal to five percent of its assets in al
bank service corporations;

(2) an agricultural credit corporation, except that the
bank may not invest nore than an anount equal to 30 percent of the
bank's uninpaired capital and surplus in the agricultural credit
corporation unless the bank owns at | east 80 percent of the equity
securities of the agricultural credit corporation;

(3) a small business investnent conpany if the aggregate
i nvest ment does not exceed an anount equal to 10 percent of the
bank's uni npaired capital and surpl us;

(4) a banker's bank if the aggregate investnment does not
exceed an anmount equal to 15 percent of the bank's uninpaired capital
and surplus or result in the bank acquiring or retaining ownership,
control, or power to vote nore than five percent of any class of
voting securities of the banker's bank; or

(5) a housing corporation if the sum of the anmbunt of
i nvestnment and the anount of |oans and commtnents for |oans to the
housi ng corporati on does not exceed an anount equal to 10 percent of
t he bank's uni npaired capital and surpl us.

(b) On witten application, the banking conm ssioner may
authori ze investnents in excess of a limtation of Subsection (a) if
t he banki ng conmm ssi oner concl udes that:

(1) the excess investnent is not precluded by other
applicable law, and

(2) the safety and soundness of the requesting bank woul d
not be adversely affected.

(c) For purposes of this section:

(1) "Agricultural credit corporation” nmeans a conpany
organi zed solely to nake |l oans to farners and ranchers for
agricultural purposes, including the breeding, raising, fattening, or
mar keti ng of |ivestock.

(2) "Banker's bank" neans a bank insured by the Federal
Deposit I nsurance Corporation or a bank hol di ng conpany that owns or
controls such an insured bank if:

(A all equity securities of the bank or bank hol di ng
conpany, other than director's qualifying shares or shares issued
under an enpl oyee conpensati on plan, are owned by depository
institutions or depository institution holding conpanies; and

(B) the bank or bank hol ding conpany and all its
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subsi di ari es are engaged exclusively in providing:

(i) services to or for other depository
institutions, depository institution holding conpanies, and the
directors, officers, and enpl oyees of other depository institutions
and depository institution hol ding conpanies; and

(1i) correspondent banking services at the request
of other depository institutions, depository institution holding
conpani es, or their subsidiaries.

(3) "Bank service corporation” has the neaning assigned by
t he Bank Service Corporation Act (12 U S.C. Section 1861 et seq.) or
a successor to that Act.

(4) "Housing corporation” means a corporation organi zed
under Title I X of the Housi ng and Urban Devel opnent Act of 1968 (42
U S.C. Section 3931 et seq.), a partnership, Iimted partnership, or
joint venture organi zed under Section 907(a) or (c) of that Act (42
U S.C Section 3937(a) or (c)), or a housing corporation organized
under the laws of this state to engage in or finance | owincone and
noder at e-i ncome housi ng devel opnents or projects.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 8, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 38, eff.
Septenber 1, 2007.

Sec. 34.106. | NVESTMENTS TO PROMOTE COVMUNI TY DEVELOPMENT. (a)
A state bank may nake investnents of a predom nantly civic,
community, or public nature, including investnments providi ng housing,
services, or jobs or pronoting the welfare of |owincone and
noder at e-i ncome communities or famlies.

(b) The bank may make the investnments directly or by purchasing
equity securities in an entity primarily engaged in making those
i nvestnments. The bank may not nake an investnment that woul d expose
the bank to unlimted liability.

(c) A bank may serve as a comrunity partner and nake
investments in a comunity partnership, as those ternms are defined by
the Riegle Community Devel opnent and Regul atory | nprovenent Act of
1994 (Pub. L. 103-325).
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(d) A bank's aggregate investnments under this section nay not
exceed an anount equal to 15 percent of the bank's uninpaired capital
and surpl us.

(e) Notwi thstanding any other |aw, a bank's exposure to a
single project or entity described by this section, including al
i nvestnents, |oans, and commtnents for | oans, may not exceed 25
percent of the bank's uninpaired capital and surplus wthout the
prior authorization of the banking conm ssioner in response to a
witten application.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.13, eff. Sept. 1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 4 (S.B. 726), Sec. 1, eff.
Septenber 1, 2019.

Acts 2019, 86th Leg., RS., Ch. 4 (S.B. 726), Sec. 2, eff.
Sept enber 1, 2019.

Sec. 34.107. ENGAGA NG IN COWERCE PROH BI TED. (a) A state
bank may not buy, sell, or otherw se deal in goods in trade or
commerce or own or operate a business not part of the business of
banki ng except:

(1) as necessary to avoid or mnimze a loss on a |oan or
i nvestment previously made in good faith; or

(2) as otherwi se provided by this subtitle or rules adopted
under this subtitle.

(b) Engaging in an approved activity, directly or through a
subsidiary, that is a financial activity or incidental or
conplenentary to a financial activity, whether as principal or agent,
is not considered to be engaging in comerce.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 11, eff. Sept. 1, 2001.

SUBCHAPTER C. LQANS
Sec. 34.201. LENDING LIMTS. (a) Wthout the prior witten
approval of the banking comm ssioner, the total |oans and extensions
of credit by a state bank to a person outstanding at one tinme nay not
exceed an anmount equal to 25 percent of the bank's uninpaired capital

Statute text rendered on: 10/6/2023 - 176 -


http://www.legis.state.tx.us/tlodocs/86R/billtext/html/SB00726F.HTM
http://www.legis.state.tx.us/tlodocs/86R/billtext/html/SB00726F.HTM

FI NANCE CODE

and surplus. This limtation does not apply to:

(1) Iliability as endorser or guarantor of commercial or
busi ness paper di scounted by or assigned to the bank by its owner who
has acquired it in the ordinary course of business;

(2) indebtedness evidenced by bankers' acceptances as
described by 12 U . S.C. Section 372 and issued by other banks;

(3) indebtedness secured by a bill of |ading, warehouse
recei pt, or simlar docunment transferring or securing title to
readi |y mar ket abl e goods, except that:

(A) the goods mnmust be insured if it is customary to
i nsure those goods; and

(B) the aggregate indebtedness of a person under this
subdi vi sion may not exceed an anmount equal to 50 percent of the
bank's uni npaired capital and surpl us;

(4) indebtedness evidenced by notes or other paper secured
by liens on agricultural products in secure and properly docunented
storage in bonded warehouses or elevators if the value of the
collateral is not less than 125 percent of the anmount of the
i ndebt edness and the bank's interest in the collateral is adequately
i nsured agai nst | oss, except that the aggregate indebtedness of a
person under this subdivision may not exceed an anobunt equal to 50
percent of the bank's uninpaired capital and surpl us;

(5) indebtedness of another depository institution arising
out of loans wth settlenent periods of |ess than one week;

(6) indebtedness arising out of the daily transaction of
t he busi ness of a cl earinghouse association in this state;

(7) Vliability under an agreenent by a third party to
repurchase fromthe bank an i nvestnment security listed in Section
34.101(d) to the extent that the agreed repurchase price does not
exceed the original purchase price to the bank or the market val ue of
t he investnent security;

(8) the portion of an indebtedness that this state, an
agency or political subdivision of this state, the United States, or
an instrunmentality of the United States has unconditionally agreed to
repay, purchase, insure, or guarantee;

(9) indebtedness secured by securities listed in Section
34.101(d) to the extent that the market value of the securities
equal s or exceeds the indebtedness;

(10) the portion of an indebtedness that is fully secured
by a segregated deposit account in the |ending bank;
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(11) loans and extensions of credit arising fromthe
pur chase of negotiable or nonnegotiable installnent consumer paper
that carries a full recourse endorsenent or unconditional guarantee
by the person transferring the paper if:

(A) the bank's files or the know edge of its officers
of the financial condition of each maker of the consuner paper is
reasonabl y adequate; and

(B) an officer of the bank designated for that purpose
by the board certifies in witing that the bank is relying primarily
on the responsibility of each maker for paynent of the |oans or
extensions of credit and not on a full or partial recourse
endor senment or guarantee by the transferor;

(12) the portion of an indebtedness in excess of the
[imtation of this subsection that is fully secured by nmarketabl e
securities or bullion with a market value at |east equal to the
anount of the overage, as determ ned by reliable and continuously
avai | abl e price quotations, except that the exenpted indebtedness or
overage of a person under this subdivision my not exceed an anount
equal to 15 percent of the bank's uninpaired capital and surpl us;

(13) indebtedness of an affiliate of the bank if the
transaction with the affiliate is subject to the restrictions and
[imtations of 12 U S.C. Section 371c;

(14) indebtedness of an operating subsidiary of the bank
ot her than a subsidiary described by Section 34.103(c)(2); and

(15) the portion of the indebtedness of a person secured in
good faith by a purchase noney lien taken by the bank in exchange for
the sale of real or personal property owned by the bank if the sale
is in the best interest of the bank.

(b) The finance conmm ssion may adopt rules to adm nister this
section, including rules to:

(1) define or further define terns used by this section;

(2) establish limts, requirenents, or exenptions other
t han those specified by this section for particul ar classes or
categories of |oans or extensions of credit; and

(3) establish collective Iending and investnent limts.

(c) The banki ng conm ssioner may determ ne whether a | oan or
extension of credit putatively made to a person will be attributed to
anot her person for purposes of this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
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by Acts 2001, 77th Leg., ch. 528, Sec. 12, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 10, eff.
Sept enber 1, 2007.

Sec. 34.202. VIOLATION OF LENDING LIMT. (a) An officer,
director, or enployee of a state bank who approves or participates in
t he approval of a loan with actual know edge that the | oan violates
Section 34.201 is jointly and severally liable to the bank for the
| esser of the anmount by which the | oan exceeded applicabl e | ending
limts or the bank's actual |oss. The person renmains |liable for that
anount until the loan and all prior indebtedness of the borrower to
t he bank have been fully repaid.

(b) The bank may initiate a proceeding to collect an anount due
under this section at any time before the fourth anniversary of the
date the borrower defaults on the subject |oan or any prior
i ndebt edness.

(c) A person who is liable for and pays anounts to the bank
under this section is entitled to an assignnment of the bank's claim
agai nst the borrower to the extent of the paynents.

(d) For purposes of this section, an officer, director, or
enpl oyee of a state bank is presunmed to know the anmount of the bank's
lending limt under Section 34.201(a) and the anmount of the
borrower's aggregate outstandi ng i ndebtedness to the bank i medi ately
before a new | oan or extension of credit to that borrower.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 39, eff.
Septenber 1, 2007.

Sec. 34.203. LOAN EXPENSES AND FEES. (a) A bank may require a
borrower to pay all reasonabl e expenses and fees incurred in
connection with the making, closing, disbursing, extending,
readj usting, or renewing of a |oan, regardl ess of whether those
expenses or fees are paid to third parties. A fee charged by the
bank under this section may not exceed the cost the bank reasonably
expects to incur in connection with the transaction to which the fee
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relates. Paynment for those expenses may be:
(1) collected by the bank fromthe borrower and:
(A) retained by the bank; or
(B) paid to a person rendering services for which a
charge has been nade; or
(2) paiddirectly by the borrower to a third party to whom
t hey are payabl e.

(b) This section does not authorize the bank to charge its
borrower for paynent of fees and expenses to an officer or director
of the bank for services rendered in the person's capacity as an
of ficer or director.

(c) A bank may charge a penalty for prepaynent or |ate paynent.
Only one penalty may be charged by the bank on each past due paynent.
Unl ess otherwi se agreed in witing, prepaynent of principal nust be
applied on the final installnment of the note or other obligation
until that installnment is fully paid, and further prepaynents nust be
applied on installments in the inverse order of their maturity.

(d) Fees and expenses charged and col |l ected as provided by this
section are not considered a part of the interest or conpensation
charged by the bank for the use, forbearance, or detention of nopney.

(e) To the extent of any conflict between this section and a
provision of Subtitle B, Title 4, the provision of Subtitle B, Title
4, prevails.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H. B. 1962), Sec. 40, eff.
Septenber 1, 2007.

Sec. 34.204. LEASE FI NANCI NG TRANSACTION. (a) Subject to
rul es adopted under this subtitle, a state bank may, directly or
indirectly through an operating subsidiary, provide the equival ent of
a financing transaction by acting as |essor under a | ease for the
benefit of a custoner.

(b) Wthout the witten approval of the banking conmm ssioner to
conti nue hol ding property acquired for |easing purposes under this
subsection, the bank may not hol d personal property nore than six
nonths or real property nore than two years after the date of
expiration of the original or any extended or renewed | ease period
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agreed to by the customer for whomthe property was acquired or by a
subsequent | essee.

(c) A rental paynent received by the bank in a | ease financing
transaction under this section is considered to be rent and not
i nterest or conpensation for the use, forbearance, or detention of
noney. However, a |lease financing transaction is considered to be a
| oan or extension of credit for purposes of Sections 34.201 and
34. 202.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 528, Sec. 13, eff. Sept. 1, 2001.

SUBCHAPTER D. DEPCSI TS

Sec. 34.301. NATURE OF DEPCSI T CONTRACT. (a) A deposit
contract between a bank and an account holder is considered a
contract in witing for all purposes and may be evi denced by one or
nore agreenents, deposit tickets, signature cards, or notices as
provi ded by Section 34.302, or by other docunentation as provi ded by
I aw.

(b) A cause of action for denial of deposit liability on a
deposit contract without a maturity date does not accrue until the
bank has denied liability and given notice of the denial to the
account holder. A bank that provides an account statenent or
passbook to the account holder is considered to have denied liability
and given the notice as to any anount not shown on the statenent or
passbook.

(c) To the extent provided by Section 4.102(c), Business &
Commerce Code, the laws of this state govern a deposit contract
bet ween a bank and a consuner account holder if the branch or
separate office of the bank that accepts the deposit contract is
| ocated in this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.012, eff. Sept. 1, 1999.

Sec. 34.302. AMENDMENT OF DEPOSI T CONTRACT. (a) A bank and
its account holder may amend the deposit contract by agreenent or as
permtted by Subsection (b) or other |aw

(b) A bank may anmend a deposit contract by mailing a witten
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notice of the amendnent to the account hol der, separately or as an
enclosure with or part of the account holder's statenent of account
or passbook. The notice nust include the text and effective date of
t he amendnent. The bank is required to deliver the notice to only
one of the account holders of a deposit account that has nore than
one account holder. The effective date may not be earlier than the
30th day after the date of nmmiling the notice unless the anendnent:

(1) is nmade to conply with a statute or rule that
authorizes an earlier effective date;

(2) does not reduce the interest rate on the account or
ot herwi se adversely affect the account hol der; or

(3) is made for a reason relating to security of an
account .

(c) Except for a disclosure required to be nade under Section
34.303 or the Truth in Savings Act (12 U S.C Section 4301 et seq.)
or other federal |aw, before renewal of an account a notice of
amendnment is not required under Subsection (b) for:

(1) a change in the interest rate on a variable-rate
account, including a noney narket or negotiable order of w thdrawal
account;

(2) a change in a termfor a tinme account with a maturity
of one nonth or less if the deposit contract authorizes the change in
the term or

(3) a change contenplated and permtted by the original
contract.

(d) An anendnment under Subsection (b) may reduce the rate of
interest or elimnate interest on an account without a maturity date.

(e) Amendnment of a deposit contract made in conpliance with
this section is not a violation of the Deceptive Trade Practices-
Consuner Protection Act (Section 17.41 et seq., Business & Commerce
Code) .

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 34.303. FEES; DI SCLOSURES. (a) Except as otherw se
provi ded by |law, a bank may charge an account hol der a fee, service
charge, or penalty relating to service or activity of a deposit
account, including a fee for an overdraft, insufficient fund check,
or stop paynent order
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(b) Except as otherwi se provided by the Truth in Savings Act
(12 U.S.C. Section 4301 et seq.) or other federal |law, a bank shal
di scl ose the anount of each fee, charge, or penalty related to an
account or, if the amount of a fee, charge, or penalty cannot be
stated, the nmethod of conputing the fee, charge, or penalty. The
di scl osure nust be nade by witten notice delivered or nailed to each
cust oner openi ng an account not l|ater than the 10th busi ness day
after the date the account is opened. A bank that increases or adds
a new fee, charge, or penalty shall give notice of the change to each
af fected account holder in the manner provided by Section 34.302(b)
for notice of an amendnent of a deposit contract.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 34.304. SECURING DEPCSITS. (a) A state bank may not
create a lien on its assets or secure the repaynent of a deposit
except as authorized or required by this section, rules adopted under
this subtitle, or other |aw

(b) A state bank nay pledge its assets to secure a deposit of:

(1) any state or an agency, political subdivision, or
instrunmentality of any state;

(2) the United States or an agency or instrunmentality of
the United States;

(3) any federally recogni zed Indian tribe; or

(4) another entity to the sane extent and subject to the
sane limtations as may be authorized by the |aw of this state or of
the United States for any other depository institution doing business
inthis state.

(c) This section does not prohibit the pledge of assets to
secure the repaynent of noney borrowed or the purchase of excess
deposit insurance froma private insurance conpany.

(d) An act, deed, conveyance, pledge, or contract in violation
of this section is void.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 110 (H B. 2007), Sec. 11, eff.
Sept enber 1, 2007.
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Sec. 34.305. DEPCSIT ACCOUNT OF M NOR. (a) Except as
ot herwi se provided by this section, a bank lawfully doing business in
this state may enter into a deposit account with a mnor as the sole
and absol ute owner of the account and may pay checks and wi thdrawal s
and otherwi se act with respect to the account on the order of the
mnor. A paynment or delivery of rights to a mnor who holds a
deposit account evidenced by an acquittance signed by the m nor
di scharges the bank to the extent of the paynent made or rights
del i ver ed.

(b) The disabilities of mnority of a mnor who is the sole and
absol ute owner of the deposit account are renoved for the limted
pur pose of enabling:

(1) the mnor to enter into a depository contract with the
bank; and

(2) the bank to enforce the contract against the m nor,
i ncluding collection of an overdraft or account fee and subm ssion of
account history to an account reporting agency or credit reporting
bur eau.

(c) A parent or legal guardian of a mnor may deny the mnor's
authority to control, transfer, draft on, or nake a w thdrawal from
the mnor's deposit account by notifying the bank in witing. On
recei pt of the notice by the bank, the m nor may not control,
transfer, draft on, or make a withdrawal fromthe account during
mnority except with the joinder of a parent or |egal guardian of the
m nor .

(d)y If a mnor with a deposit account dies, the acquittance of
the mnor's parent or |egal guardian discharges the liability of the
bank to the extent of the acquittance, except that the aggregate
di scharges under this subsection may not exceed $3, 000.

(e) Subsection (a) does not authorize a loan to the m nor by
t he bank, whether on pledge of the mnor's savings account or
otherwise, or bind the mnor to repay a | oan nade except as provided
by Subsection (b) or other Iaw or unless the depository institution
has obtai ned the express consent and joi nder of a parent or |egal
guardi an of the mnor. This subsection does not apply to an
i nadvertent extension of credit because of an overdraft from
insufficient funds, a returned check or deposit, or another shortage
in a depository account resulting fromnornmal banking operations.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 34.306. TRUST ACCOUNT WTH LI M TED DOCUMENTATI ON. (a)
Subj ect to Subchapter B, Chapter 111, and Chapters 112 and 113,
Est at es Code, a bank may accept and adm nister a deposit account:

(1) that is opened with the bank by one or nore persons
expressly as a trustee for one or nore other naned persons; and

(2) for which further notice of the existence and terns of
atrust is not givenin witing to the bank.

(b) For a deposit account that is opened with a bank by one or
nore persons expressly as a trustee for one or nore other naned
persons under or purporting to be under a witten trust agreenent,
the trustee nmay provide the bank with a certificate of trust to
evi dence the trust relationship. The certificate nmust be an
affidavit of the trustee and nmust include the effective date of the
trust, the name of the trustee, the name of or nethod for choosing
successor trustees, the nanme and address of each beneficiary, the
authority granted to the trustee, the disposition of the account on
the death of the trustee or the survivor of two or nore trustees,
ot her information required by the bank, and an indemnification of the
bank. The bank may accept and adm ni ster the account, subject to
Subchapter B, Chapter 111, and Chapters 112 and 113, Estates Code, in
accordance with the certificate of trust without requiring a copy of
the trust agreenent. The bank is not liable for admnistering the
account as provided by the certificate of trust, even if the
certificate of trust is contrary to the terns of the trust agreenent,
unl ess the bank has actual know edge of the terns of the trust
agreement .

(c) On the death of the trustee or of the survivor of two or
nore trustees, the bank may pay all or part of the w thdrawal val ue
of the account with interest as provided by the certificate of trust.
If the trustee did not deliver a certificate of trust, the bank's
right to treat the account as owned by a trustee ceases on the death
of the trustee. On the death of the trustee or of the survivor of
two or nore trustees, the bank, unless the certificate of trust
provi des otherw se, shall pay the w thdrawal value of the account
with interest in equal shares to the persons who survived the
trustee, are naned as beneficiaries in the certificate of trust, and
can be |ocated by the bank fromits own records. |If there is not a
certificate of trust, paynent of the w thdrawal value and interest
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shal |l be made as provided by Subchapter B, Chapter 111, and Chapters
112 and 113, Estates Code. Any paynent made under this section for
all or part of the withdrawal value and interest discharges any
liability of the bank to the extent of the paynment. The bank nay pay
all or part of the withdrawal value and interest in the manner

provi ded by this section, regardl ess of whether it has know edge of a
conpeting claim unless the bank receives actual know edge that
paynent has been restrained by court order.

(d) This section does not obligate a bank to accept a deposit
account froma trustee who does not furnish a copy of the trust
agreenent or to search beyond its own records for the location of a
named beneficiary.

(e) This section does not affect a contractual provision to the
contrary that otherw se conplies with the laws of this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., RS., Ch. 1236 (S.B. 1296), Sec. 20.008,
eff. Septenber 1, 2015.

Sec. 34.307. RIGHT OF SET-OFF. (a) Except as otherw se
provi ded by the Truth in Lending Act (15 U S.C Section 1601 et seq.)
or other federal law, a bank has a right of set-off, w thout further
agreenent or action, against all accounts owned by a depositor to
whom or on whose behal f the bank has nade an advance of noney by
| oan, overdraft, or otherwise if the bank has previously disclosed
this right to the depositor. |If the depositor defaults in the
repaynent or satisfaction of the obligation, the bank, w thout notice
to or consent of the depositor, nay set off or cancel on its books
all or part of the accounts owned by the depositor and apply the
val ue of the accounts in paynent of and to the extent of the
obl i gati on.

(b) For purposes of this section, a default occurs when an
obligor has failed to make a paynent as provided by the ternms of the
| oan or other credit obligation and a grace period provided for by
the agreenent or |aw has expired. An obligation is not required to
be accelerated or matured for a default to authorize set-off of the
depositor's obligation against the defaulted paynent.

(c) A bank may not exercise its right of set-off under this

Statute text rendered on: 10/6/2023 - 186 -


http://www.legis.state.tx.us/tlodocs/84R/billtext/html/SB01296F.HTM

FI NANCE CODE

section agai nst an account unless the account is due the depositor in
the sane capacity as the defaulted credit obligation. A trust
account for which a depositor is trustee, including a trustee under a
certificate of trust delivered under Section 34.306(b), is not
subject to the right of set-off under this section unless the trust
relationship is solely evidenced by the account card as provided by
Subchapter B, Chapter 111, and Chapters 112 and 113, Estates Code.

(d) This section does not |limt the exercise of another right
of set-off, including a right under contract or comon | aw.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2015, 84th Leg., R S., Ch. 1236 (S.B. 1296), Sec. 20.009,
ef f. Septenber 1, 2015.

CHAPTER 35. ENFORCEMENT ACTI ONS
SUBCHAPTER A. ENFORCEMENT ORDERS: BANKS AND MANAGEMENT
Sec. 35.0001. APPLICABILITY TO BANK SUBSI DI ARI ES. Thi s
subchapter applies to a subsidiary of a state bank, a present or
former officer, director, or enployee of a subsidiary, or a
controlling sharehol der or other person participating in the affairs
of a subsidiary in the sane manner as the subchapter applies to a
state bank, a present or former officer, director, or enployee of a
state bank, or a controlling sharehol der or other person
participating in the affairs of a state bank.

Added by Acts 2015, 84th Leg., R S., Ch. 422 (H B. 3555), Sec. 3, eff.
Septenber 1, 2015.

Sec. 35.001. DETERM NATION LETTER. (a) If the banking
conmi ssi oner determ nes from exam nation or other credible evidence
that a state bank is in a condition that may warrant the issuance of
an enforcenent order under this chapter, the banki ng comm ssioner may
notify the bank in witing of the determ nation, the requirenents the
bank nust satisfy to abate the determ nation, and the tine in which
the requirenents nust be satisfied to avert further admnistrative
action. The determnation letter nust be delivered by personal
delivery or by registered or certified mail, return receipt
request ed.
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(b) The determ nation letter may be issued in connection with
t he i ssuance of a cease and desist, renoval, or prohibition order
under this subchapter or an order of supervision or conservatorship
under Subchapter B.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.002. CEASE AND DESI ST CRDER. (a) The banking
comm ssi oner has grounds to issue a cease and desist order to a
current or forner officer, enployee, or director of a state bank, or
the bank itself acting through an authorized person, if the banking
conmi ssioner determ nes from exam nation or other credible evidence
that the bank or person directly or indirectly has:

(1) violated this subtitle or another applicable |aw

(2) engaged in a breach of trust or other fiduciary duty;

(3) refused to submt to exam nation or exam nation under
oat h;

(4) conducted business in an unsafe or unsound manner; or

(5) violated a condition of the bank's charter or an
agreenent between the bank or the person and the banki ng comm ssi oner
or the departnent.

(b) If the banking conm ssioner has grounds for action under
Subsection (a) and finds that an order to cease and desist froma
vi ol ati on appears to be necessary and in the best interest of the
bank involved and its depositors, creditors, and sharehol ders, the
banki ng comm ssi oner may serve a proposed cease and desist order on
t he bank and each person who commtted or participated in the action.
The proposed order nust:

(1) be delivered by personal delivery or by registered or
certified mail, return receipt requested;

(2) state with reasonable certainty the grounds for the
proposed order; and

(3) state the effective date of the order, which may not be
before the 21st day after the date the proposed order is delivered or
mai | ed.

(b-1) A proposed cease and desist order may require an officer,
enpl oyee, or director of a state bank, or the bank itself acting
t hrough an authori zed person, to cease or desist froma violation or
other practice or to take affirmative action to correct the
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conditions resulting froma violation or other practice, including
the paynent of restitution or other action that the banking
comm ssi oner determnes is appropriate.

(c) The order takes effect if the bank or person agai nst whom
the proposed order is directed does not request a hearing in witing
before the effective date. After taking effect, the order is final
and nonappeal able as to that bank or person.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 41, eff.
Sept enber 1, 2007.

Acts 2015, 84th Leg., R S., Ch. 422 (H B. 3555), Sec. 4, eff.
Sept enber 1, 2015.

Acts 2023, 88th Leg., RS., Ch. 989 (H B. 3574), Sec. 6, eff.
June 18, 2023.

Sec. 35.003. REMOVAL OR PROCHI BI TION CRDER. (a) The banking
commi ssi oner has grounds to renove or prohibit a present or forner
officer, director, or enployee of a state bank fromoffice or
enpl oyment in, or prohibit a controlling sharehol der or other person
participating in the affairs of a state bank from further
participation in the affairs of, a state bank or any other entity
chartered, registered, permtted, or licensed by the banking
commi ssioner if the banking comm ssioner determ nes from exam nation
or other credible evidence that:

(1) the person:

(A) intentionally commtted or participated in the
conmmi ssion of an act described by Section 35.002(a) with regard to
the affairs of a financial institution, as defined by Section
201. 101,

(B) violated a final cease and desist order issued by a
state or federal regulatory agency agai nst the person or an entity in
whi ch the person is or was an officer, director, or enployee; or

(© nmade, or caused to be nade, false entries in the
records of a financial institution;

(2) because of this action by the person:

(A) the financial institution has suffered or wll

probably suffer financial |oss or expense, or other damage;
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(B) the interests of the depositors, creditors, or
sharehol ders of the financial institution have been or could be
prej udi ced; or

(C© the person has received financial gain or other
benefit by reason of the action, or likely would have if the action
had not been discovered; and

(3) the action:

(A) involves personal dishonesty on the part of the
person; or

(B) denonstrates wilful or continuing disregard for the
safety or soundness of the financial institution.

(b) If the banking conm ssioner has grounds for action under
Subsection (a) and finds that a renoval or prohibition order appears
to be necessary and in the best interest of the public, the banking
conmi ssi oner nmay serve a proposed renoval or prohibition order, as
appropriate, on a person alleged to have conmtted or participated in
the action. The proposed order nust:

(1) be delivered by personal delivery or by registered or
certified mail, return receipt requested;

(2) state with reasonable certainty the grounds for renova
or prohibition;

(3) state the effective date of the order, which may not be
before the 21st day after the date the proposed order is delivered or
mai | ed; and

(4) state the duration of the order, including whether the
duration of the order is perpetual.

(b-1) The banki ng comm ssi oner may nmeke a renoval or
prohi bition order perpetual or effective for a specific period of
time, may probate the order, or may inpose other conditions on the
or der.

(c) The order takes effect if the person agai nst whomthe
proposed order is directed does not request a hearing in witing
before the effective date. After taking effect, the order is final
and nonappeal able as to that person.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.013, eff. Sept. 1, 1999.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 42, eff.
Septenber 1, 2007.
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Acts 2011, 82nd Leg., R S., Ch. 183 (S.B. 1165), Sec. 1, eff. My
28, 2011.

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 9, eff.
June 14, 2013.

Sec. 35.0035. REMOVAL OR PROHI BI TI ON ORDERS | N RESPONSE TO
CERTAI N CRI M NAL OFFENSES. (a) For purposes of this section, a
person is considered to have been finally convicted of an offense if
the person's case is not subject to further appellate review and:

(1) a sentence was inposed on the person;

(2) the person received probation or conmunity supervision,
i ncl udi ng deferred adjudication community supervision; or

(3) the court deferred final disposition of the person's
case.

(b) The banki ng comm ssioner has grounds to renove or prohibit
a present or former officer, director, or enployee of a state bank
fromoffice or enploynent in, or prohibit a controlling sharehol der
or other person participating in the affairs of a state bank from
further participation in the affairs of, a state bank or any ot her
entity chartered, registered, permtted, or |icensed by the banking
commi ssioner if the person has been finally convicted of a felony
of fense invol vi ng:

(1) a bank or other financial institution;
(2) dishonesty; or
(3) breach of trust.

(c) If the banking conm ssioner has grounds for action under
Subsection (b), the banking comm ssioner rmay serve a renoval or
prohi bition order, as appropriate, on the person who has been finally
convicted of a felony offense. The banking conm ssioner shall also
serve a copy of the order on any state bank that the person is
affiliated with at the tine of service of the order.

(d) An order issued under this section becones effective
i mredi ately on service and continues in effect unless the order is:

(1) stayed or term nated by the banki ng comm ssi oner;

(2) set aside by the banking comm ssioner after a hearing;
or

(3) stayed or vacated on appeal.

(e) Not later than the 30th day after the date an order is
served under this section, the person against whomthe order is
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i ssued nmay request in witing a hearing before the banking

conmi ssioner to show that the person's continued service to a state
bank or participation in the affairs of a state bank does not, or is
unlikely to, threaten the interests of the depositors, creditors, or
sharehol ders of the state bank or the public confidence in the state
bank.

(f) Not later than the 30th day after the date the request for
a hearing is received under this section, the banking comm ssioner
shall hold the hearing, unless the party requesting the hearing
requests a later date. At the hearing, the party requesting the
hearing has the burden of proof.

(g) After the hearing, the banking conm ssioner may affirm
nodi fy, or set aside, in whole or in part, the order. An order
affirmng or nodifying the order is inmmediately final for purposes of
enforcenent and appeal. The order may be appeal ed as provided by
Sections 31.202 and 31.204.

Added by Acts 2015, 84th Leg., R S., Ch. 422 (H B. 3555), Sec. 5, eff.
Septenber 1, 2015.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 14, eff.
Septenber 1, 2019.

Sec. 35.004. HEARI NG ON PROPCSED ORDER. (a) A requested
heari ng on a proposed order shall be held not later than the 30th day
after the date the first request for a hearing on the order was
received by the department unless the parties agree to a |later
hearing date. Not later than the 11th day before the date of the
hearing, each party shall be given witten notice by persona
delivery or by registered or certified mail, return receipt
requested, of the date set by the banking conm ssioner for the
hearing. At the hearing, the departnent has the burden of proof and
each person agai nst whom the proposed order is directed may cross-
exam ne and present evidence to show why the proposed order should
not be issued.

(b) After the hearing, the banking comm ssioner shall issue or
decline to issue the proposed order. The proposed order may be
nodi fi ed as necessary to conformto the findings at the hearing and
to require the board to take necessary affirmative action to correct
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the conditions cited in the order.

(c) An order issued under this section is imediately final for
pur poses of enforcenent and appeal. The order may be appeal ed as
provi ded by Sections 31.202 and 31.204.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 15, eff.
Septenber 1, 2019.

Sec. 35.005. EMERGENCY CRDER. (a) |If the banking comm ssioner
believes that i mediate action is necessary to prevent imredi ate and
irreparable harmto the bank and its depositors, creditors, and
shar ehol ders, the banki ng comm ssioner may i ssue one or nore cease
and desist, renoval, or prohibition orders as energency orders to
becone effective inmediately on service w thout prior notice or
hearing. Service nust be by personal delivery or by registered or
certified mail, return receipt requested.

(b) In each energency order the banking comm ssioner shal
notify the bank and any person agai nst whom the energency order is
directed of:

(1) the specific conduct requiring the order;
(2) the citation of each | aw all eged to have been vi ol at ed;
(3) the imediate and irreparable harmalleged to be
t hr eat ened;
(4) the duration of the order, including whether the
duration of the order is perpetual; and
(5) the right to a hearing.

(c) Unless a person agai nst whom the enmergency order is
directed requests a hearing in witing before the 11th day after the
date it is served on the person, the energency order is final and
nonappeal abl e as to that person.

(d) A hearing requested under Subsection (c) nust be:

(1) given priority over all other matters pendi ng before
t he banki ng conm ssi oner; and

(2) held not later than the 20th day after the date that it
is requested unless the parties agree to a |later hearing date.

(e) After the hearing, the banking conm ssioner may affirm
nodi fy, or set aside in whole or part the enmergency order. An order
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affirmng or nodifying the emergency order is inmediately final for
pur poses of enforcenent and appeal. The order may be appeal ed as
provi ded by Sections 31.202 and 31. 204.

(f) An energency order continues in effect unless the order is
stayed by the banking conmm ssioner. The banking conm ssi oner nmay
i npose any condition before granting a stay of the energency order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 43, eff.
Sept enber 1, 2007.

Acts 2011, 82nd Leg., RS., Ch. 183 (S.B. 1165), Sec. 2, eff. My
28, 2011.

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 16, eff.
Septenber 1, 2019.

Sec. 35.006. COPY OF LETTER OR ORDER | N BANK RECORDS. A copy
of a determnation letter, proposed order, energency order, or final
order issued by the banki ng comm ssioner under this subchapter shal
be i medi ately brought to the attention of the board of the affected
bank, regardl ess of whether the bank is a party, and filed in the
m nutes of the board. Each director shall imediately certify to the
banki ng comm ssioner in witing that the certifying person has read
and understood the determnation letter, proposed order, energency
order, or final order. The required certification nmay not be
consi dered an adm ssion of a person in a subsequent |egal or
adm ni strative proceedi ng.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 44, eff.
Sept enber 1, 2007.

Sec. 35.007. EFFECT OF FI NAL REMOVAL OR PRCHI BI TI ON ORDER. (a)
Except as otherw se provided by law, without the prior witten
approval of the banking comm ssioner, a person subject to a final and
enf orceabl e renoval or prohibition order issued by the banking
conmi ssi oner, or by another state, federal, or foreign financial
institution regulatory agency, nmay not:
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(1) serve as a director, officer, or enployee of a state
bank, state trust conpany, or holding conpany of a state bank, or as
a director, officer, or enployee wth financial responsibility of any
other entity chartered, registered, permtted, or licensed by the
banki ng comm ssi oner under the laws of this state;

(2) directly or indirectly participate in any manner in the
managemnment of such an entity;

(3) directly or indirectly vote for a director of such an
entity; or

(4) solicit, procure, transfer, attenpt to transfer, vote,
or attenpt to vote a proxy, consent, or authorization with respect to
voting rights in such an entity.

(b) The person subject to the order remains entitled to receive
di vidends or a share of profits, return of contribution, or other
di stributive benefit fromsuch an entity with respect to voting
securities owned by the person.

(c) |If voting securities of an entity identified in Subsection
(a) (1) cannot be voted under this section, the voting securities are
considered to be authorized but unissued for purposes of determ ning
t he procedures for and results of an affected vote.

(d) Repealed by Acts 2007, 80th Leg., R S., Ch. 237, Sec. 80,
ef f. Septenber 1, 2007.

(e) This section and Section 35.008 do not prohibit a renoval
or prohibition order that has indefinite duration or that by its
ternms i s perpetual.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anmended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.014, eff. Sept. 1, 1999;
Acts 2001, 77th Leg., ch. 412, Sec. 2.14, eff. Sept. 1, 2001.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 80, eff.
Sept enber 1, 2007.

Acts 2011, 82nd Leg., RS., Ch. 183 (S.B. 1165), Sec. 3, eff. My
28, 2011.

Acts 2017, 85th Leg., RS., Ch. 599 (S.B. 1401), Sec. 6, eff.
Septenber 1, 2017.

Sec. 35.0071. APPLI CATI ON FOR RELEASE FROM FI NAL REMOVAL OR
PROHI BI TION CRDER. (a) After the expiration of 10 years from date
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of issuance, a person who is subject to a prohibition or renoval
order issued under this subchapter, regardless of the order's stated
duration or date of issuance, may apply to the banki ng comm ssi oner
to be rel eased fromthe order.

(b) The application nmust be nade under oath and in the form
requi red by the banking comm ssioner. The application nust be
acconpani ed by any required fees.

(c) The banking conmmi ssioner, in the exercise of discretion,
may approve or deny an application filed under this section.

(d) The banki ng commi ssioner's decision under Subsection (c)
is final and not appeal abl e.

Added by Acts 2011, 82nd Leg., R S., Ch. 183 (S.B. 1165), Sec. 4, eff.
May 28, 2011.

Sec. 35.008. LIMTATION ON ACTION. The banki ng conm ssi oner
may not initiate an enforcenent action under this subchapter |ater
than the fifth anniversary of the date the banki ng comm ssi oner
di scovered or reasonably should have di scovered the conduct involved.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.009. ENFORCEMENT BY COW SSIONER.  (a) |f the banking
conmi ssi oner reasonably believes that a bank or other person has
viol ated any of the follow ng, the banking comm ssioner may take any
action authorized under Subsection (a-1):

(1) this subtitle or rules enacted under this subtitle and,
as a result of that violation, exposed or could have exposed the bank
or the bank's depositors, creditors, or shareholders to harm

(2) other applicable law of this state and, as a result of
that violation, exposed or could have exposed the bank or the bank's
depositors, creditors, or shareholders to harm or

(3) a final order issued by the banking conmm ssioner.

(a-1) The banki ng commi ssi oner may:

(1) initiate an admnistrative penalty proceedi ng agai nst
t he bank or other person, in accordance wth Sections 35.010 and
35. 011;

(2) refer the matter to the attorney general for
enforcenment by injunction or other avail able renedy; or
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(3) pursue any other action the banki ng comm ssi oner
consi ders appropriate under applicable | aw
(b) If the attorney general prevails in an action brought under
Subsection (a-1)(2), the attorney general is entitled to recover
reasonabl e attorney's fees fromthe bank or person commtting the
vi ol ati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 183 (S.B. 1165), Sec. 5, eff. My
28, 2011.

Sec. 35.010. ADM NI STRATI VE PENALTY. (a) The banking
conmi ssioner may initiate a proceeding for an adm nistrative penalty
agai nst a bank or other person by serving on the bank or other
person, as applicable, notice of the time and place of a hearing on
the penalty. The hearing may not be held earlier than the 20th day
after the date the notice is served. The notice nust:

(1) be served by personal delivery or by registered or
certified mail, return receipt requested;

(2) contain a statenent of the conduct alleged to
constitute a violation; and

(3) if the alleged violation is described by Section
35.009(a)(1) or (2), identify corrective action that the bank or
ot her person nust take to avoid or reduce the anobunt of a penalty
t hat woul d ot herwi se be inposed under this section.

(b) In determning the anmount of any penalty to be inposed, the
banki ng comm ssi oner shall consider the follow ng factors:

(1) the financial resources of the bank or other person;

(2) the good faith of the bank or other person, including
any corrective action taken;

(3) the gravity of the violation;

(4) the history of previous violations;

(5) an offset of the amount of the penalty by the anmount of
any penalty inposed by another state or federal agency for the sane
conduct; and

(6) any other matter that justice nmay require.

(c) If the banking conm ssioner determ nes after the hearing
that the all eged conduct occurred and that the conduct constitutes a
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vi ol ation, the banking conmm ssioner may i npose an adm nistrative
penal ty agai nst a bank or other person, as applicable, in an anmount:

(1) if inposed against a bank, not nore than $10, 000 for
each violation for each day the violation continues, except that the
maxi mum admi ni strative penalty that may be inposed is the | esser of
$500, 000 or one percent of the bank's assets; or

(2) if inposed against a person other than a bank, not nore
t han $5, 000 for each violation for each day the violation continues,
except that the maxi mum adm nistrative penalty that nay be inposed is

$250, 000.
Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:
Acts 2011, 82nd Leg., R S., Ch. 183 (S.B. 1165), Sec. 6, eff. My
28, 2011.

Acts 2019, 86th Leg., RS., Ch. 652 (S.B. 1823), Sec. 5, eff.
Sept enber 1, 2019.

Sec. 35.011. PAYMENT OR APPEAL OF ADM NI STRATI VE PENALTY. (a)
When a penalty order under Section 35.010 becones final, the bank or
ot her person, as applicable, shall pay the penalty or appeal by
filing a petition for judicial review

(b) The petition for judicial review stays the penalty order
during the period preceding the decision of the court. |If the court
sustains the order, the court shall order the bank or other person,
as applicable, to pay the full anount of the penalty or a | ower
anount determ ned by the court. |If the court does not sustain the
order, a penalty is not owed. |If the final judgnment of the court
requi res paynent of a penalty, interest accrues on the penalty, at
the rate charged on |loans to depository institutions by the Federal
Reserve Bank of New York, beginning on the date the judgnment is fina
and ending on the date the penalty and interest are paid.

(c) If the bank or other person, as applicable, does not pay
the penalty inposed under a final and nonappeal abl e penalty order,
t he banki ng comm ssioner shall refer the matter to the attorney
general for enforcenent. The attorney general is entitled to recover
reasonabl e attorney's fees fromthe bank or other person, as
applicable, if the attorney general prevails in judicial action
necessary for collection of the penalty.
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Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., R S., Ch. 183 (S.B. 1165), Sec. 7, eff. My
28, 2011.

Sec. 35.012. CONFIDENTIALITY OF RECORDS. A copy of a notice,
correspondence, transcript, pleading, or other docunment in the
records of the departnent relating to an order issued under this
subchapter is confidential and may be rel eased only as provided by
Subchapter D, Chapter 31, except that the banking comm ssioner
periodically shall publish all final renoval and prohibition orders.
The banki ng conm ssioner may rel ease a final cease and desi st order,
a final order inposing an adm nistrative penalty, or information
regardi ng the exi stence of any of those orders to the public if the
banki ng comm ssi oner concl udes that the rel ease woul d enhance
effective enforcenent of the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2011, 82nd Leg., RS., Ch. 183 (S.B. 1165), Sec. 8, eff. Muy
28, 2011.

Sec. 35.013. COLLECTION OF FEES. The departnent may sue to
enforce the collection of a fee owed to the departnment under a | aw
adm nistered by the departnment. |In the suit a certificate by the
banki ng conm ssi oner showi ng the delinquency is prima facie evidence
of :

(1) the levy of the fee or the delinquency of the stated
fee amount; and

(2) conpliance by the departnent with the lawrelating to
t he conputation and | evy of the fee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER B. SUPERVI SI ON AND CONSERVATORSHI P
Sec. 35.1001. APPLICABILITY TO BANK SUBSI DI ARIES. This
subchapter applies to a subsidiary of a state bank, a present or
former officer, director, or enployee of a subsidiary, or a
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controlling sharehol der or other person participating in the affairs
of a subsidiary in the sane manner as the subchapter applies to a
state bank, a present or fornmer officer, director, or enployee of a
state bank, or a controlling sharehol der or other person
participating in the affairs of a state bank.

Added by Acts 2015, 84th Leg., R S., Ch. 422 (H B. 3555), Sec. 6, eff.
Sept enber 1, 2015.

Sec. 35.101. ORDER OF SUPERVISION. (a) The banking
conmi ssi oner by order may appoint a supervisor over a state bank if
t he banki ng conm ssi oner determ nes from exam nation or other
credi bl e evidence that the bank is in hazardous condition and that an
order of supervision appears to be necessary and in the best interest
of the bank and its depositors, creditors, and sharehol ders, or the
publi c.
(b) The banki ng conmmi ssioner may issue the order w thout prior
noti ce.
(c) Subject to Subsection (d), a supervisor serves until the
earlier of:
(1) the expiration of the period stated in the order of
supervi sion; or
(2) the date the banking conm ssioner determ nes that the
requi renents for abatenment of the order have been satisfied.
(d) The banki ng comm ssioner may term nate an order of
supervi sion at any tinme.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 45, eff.
Septenber 1, 2007.

Acts 2017, 85th Leg., RS., Ch. 599 (S.B. 1401), Sec. 7, eff.
Septenber 1, 2017.

Sec. 35.102. ORDER OF CONSERVATORSHI P. (a) The banking
comm ssioner by order nmay appoint a conservator for a state bank if
t he banki ng comm ssi oner determ nes from exam nation or other
credi bl e evidence that the bank is in hazardous condition and
i mredi ate and irreparable harmis threatened to the bank, its
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depositors, creditors, or sharehol ders, or the public.

(b) The banki ng conmmi ssioner may issue the order w thout prior
notice at any tine before, during, or after the period of
supervi si on

(c) An order of conservatorship issued under this section mnust
specifically state the basis for the order

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 46, eff.
Sept enber 1, 2007.

Sec. 35.103. NOTICE AND HEARING. (a) An order issued under
Section 35.101 or 35.102 nust contain or be acconpanied by a notice
that, at the request of the bank, a hearing before the banking
commi ssioner will be held at which the bank may cross-exam ne and
present evidence to contest the order or show that the bank has
satisfied all requirenents for abatenent of the order. The
department has the burden of proof for any continuation of the order
or the issuance of a new order.

(b) To contest or nodify the order or denonstrate that the bank
has satisfied all requirenents for abatenent of the order, the bank
nmust submt to the banking conm ssioner a witten request for a
hearing. The request nust state the grounds for the request to set
aside or nodify the order. On receiving a request for hearing, the
banki ng comm ssi oner shall serve notice of the place and tinme of the
heari ng, which nust be not |later than the 10th day after the date the
banki ng comm ssi oner receives the request for a hearing unless the
parties agree to a later hearing date. The notice nust be delivered
by personal delivery or by registered or certified mail, return
recei pt requested.

(c) The banking conmmi ssioner may:

(1) delay a decision for a pronpt exam nation of the bank;
and

(2) reopen the record as necessary to allow presentation of
the results of the exam nation and appropriate opportunity for cross-
exam nation and presentation of other rel evant evidence.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 35.104. POST-HEARING ORDER. (a) |If after the hearing the
banki ng comm ssioner finds that the bank has been rehabilitated, that
its hazardous condition has been renedied, that irreparable harmis
no | onger threatened, or that the bank should otherw se be rel eased
fromthe order, the banking conm ssioner shall release the bank from
the order, subject to conditions the banking comm ssioner fromthe
evi dence believes are warranted to preserve the safety and soundness
of the bank.

(b) If after the hearing the banking conm ssioner finds that
the bank has failed to conply with the lawful requirenments of the
banki ng comm ssi oner, has not been rehabilitated, is insolvent, or
ot herwi se continues in hazardous condition, the banking conmm ssi oner
by order shall:

(1) appoint or reappoint a supervisor under Section 35.101;

(2) appoint or reappoint a conservator under Section
35.102; or

(3) take other appropriate action authorized by | aw

(c) An order issued under Subsection (b) is immediately final
for purposes of appeal. The order may be appeal ed as provi ded by
Sections 31.202 and 31. 204.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 17, eff.
Septenber 1, 2019.

Sec. 35.105. CONFIDENTIALI TY OF RECORDS. An order issued under
this subchapter and a copy of a notice, correspondence, transcript,
pl eadi ng, or other docunent in the records of the departnment relating
to the order are confidential and may be rel eased only as provi ded by
Subchapter D, Chapter 31, except that the banking com ssioner may
rel ease to the public an order or information regarding the existence
of an order if the banking conm ssioner concludes that the rel ease
woul d enhance effective enforcenent of the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.106. AUTHORI TY OF SUPERVI SOR. During a period of
supervi sion, a bank, w thout the prior approval of the banking
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commi ssi oner or the supervisor or as otherw se permtted or
restricted by the order of supervision, may not:

(1) dispose of, sell, transfer, convey, or encunber the
bank' s assets;

(2) Ilend or invest the bank's noney;

(3) incur a debt, obligation, or liability;

(4) pay a cash dividend to the bank's sharehol ders;

(5) renove an executive officer or director, change the
nunber of executive officers or directors, or have any other change
in the position of executive officer or director; or

(6) engage in any other activity determ ned by the banking
conmi ssioner to threaten the safety and soundness of the bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 47, eff.
Sept enber 1, 2007.

Acts 2013, 83rd Leg., RS., Ch. 940 (H B. 1664), Sec. 10, eff.
June 14, 2013.

Acts 2023, 88th Leg., RS., Ch. 989 (H. B. 3574), Sec. 7, eff.
June 18, 2023.

Sec. 35.107. AUTHORI TY OF CONSERVATOR. (a) A conservator
appoi nted under this subchapter shall imedi ately take charge of the
bank and all of its property, books, records, and affairs on behalf
and at the direction and control of the banking conm ssioner.

(b) Subject to any limtation in the order of appointnent or
ot her direction of the banking comm ssioner, the conservator has al
the powers of the directors, officers, and sharehol ders of the bank
and shall conduct the business of the bank and take all steps the
conservator considers appropriate to renove the conditions causing
the conservatorship. During the conservatorship, the board may not
direct or participate in the affairs of the bank.

(c) Except as otherw se provided by this subchapter, by rules
adopted under this subtitle, or by Section 12.106, the conservator
has the rights and privileges and is subject to the duties,
restrictions, penalties, conditions, and limtations of the
directors, officers, and enpl oyees of state banks.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Amended by:
Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 48, eff.
Septenber 1, 2007.

Sec. 35.108. QUALIFI CATI ONS OF APPO NTEE. The banki ng
commi ssi oner may appoi nt as a supervi sor or conservator any person
who in the judgnment of the banking comm ssioner is qualified to
serve. The banking comm ssioner nmay serve as, or may appoint an
enpl oyee of the departnment to serve as, supervisor or conservator.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.109. EXPENSES. (a) The banking comm ssioner shal
determ ne and approve the reasonabl e expenses attributable to the
service of a supervisor or conservator, including costs incurred by
t he departnent and the conpensation and expenses of the supervisor or
conservator and any professional enpl oyees appointed to represent or
assi st the supervisor or conservator. The banki ng comm ssioner or an
enpl oyee of the departnment nay not receive conpensation in addition
to salary for serving as supervisor or conservator, but the
department may receive rei nbursenent for the fully all ocated
personnel cost associated with service of the banking conm ssioner or
an enpl oyee of the departnent as supervisor or conservator.

(b) Al approved expenses shall be paid by the bank as the
banki ng comm ssi oner determ nes. The banking comm ssioner has a lien
agai nst the assets and noney of the bank to secure paynent of
approved expenses. The lien has a higher priority than any other
i en agai nst the bank.

(c) Notw thstanding any other provision of this subchapter, the
bank may enploy an attorney and ot her persons the bank selects to
assi st the bank in contesting or satisfying the requirenents of an
order of supervision or conservatorship. The banking conm ssioner
shal | authorize the paynent of reasonable fees and expenses fromthe
bank for the attorney and ot her persons as expenses of the
supervi sion or conservatorship.

(d) The banki ng comm ssi oner may defer collection of assessnent
and exam nation fees by the departnent fromthe bank during a period
of supervision or conservatorship if deferral would appear to aid
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prospects for rehabilitation. As a condition of release from
supervi sion or conservatorship, the banking conm ssioner may require
the rehabilitated bank to pay or devel op a reasonable plan for
paynent of deferred fees.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.110. REVI EW OF SUPERVI SOR OR CONSERVATOR DECI SION. (a)
Not wi t hst andi ng Section 35.107(b), a majority of the bank's board,
acting directly or through counsel who affirmatively represents that
the requisite majority has been obtained, may request in witing that
t he banki ng conm ssioner review an action taken or proposed by the
supervi sor or conservator. The request nust specify why the action
woul d not be in the best interest of the bank. The banking
conmmi ssioner shall investigate to the extent necessary and nmake a
pronpt written ruling on the request. |f the action has not yet been
taken or if the effect of the action can be postponed, the banking
conmi ssioner may stay the action on request pending review

(b) If a mjority of the bank's board objects to the banking
commi ssioner's ruling, the mgjority may request a hearing before the
banki ng conm ssioner. The request nust be nade not |ater than the
10th day after the date the bank is notified of the ruling.

(c) The banking conmm ssioner shall give the board notice of the
time and place of the hearing by personal delivery or by registered
or certified mail, return receipt requested. The hearing nay not be
held later than the 10th day after the date the banki ng comm ssioner
recei ves the request for a hearing unless the parties agree to a
| ater hearing date. At the hearing the board has the burden of proof
to denonstrate that the action is not in the best interest of the
bank.

(d) After the hearing, the banking conm ssioner may affirm
nodi fy, or set aside in whole or part the prior ruling. An order
supporting the action contested by the board is imediately final for
pur poses of appeal. The order nay be appeal ed as provided by
Sections 31.202 and 31.204.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 20 (S.B. 614), Sec. 18, eff.
Septenber 1, 2019.
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Sec. 35.111. VENUE. (a) A suit filed against a bank while the
bank is under conservatorship, or against a person in connection with
an action taken or decision made by that person as a supervisor or
conservator of a bank, nust be brought in Travis County regardl ess of
whet her the bank remai ns under supervision or conservatorship.

(b) A conservator may sue a person on the bank's behalf to
preserve, protect, or recover a bank asset, including a claimor
cause of action. Venue is in:

(1) Travis County; or
(2) another location provided by | aw

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.112. DURATION. A supervisor or conservator serves for
t he period necessary to acconplish the purposes of the supervision or
conservatorship as intended by this subchapter. A rehabilitated bank
shall be returned to its former or new managenent under conditions
reasonabl e and necessary to prevent recurrence of the conditions
causi ng the supervision or conservatorship.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.113. ADM NI STRATI VE ELECTI ON OF REMEDI ES. The banki ng
conmi ssi oner may take any action authorized by Chapter 36 regardl ess
of the existence of supervision or conservatorship. A period of
supervi sion or conservatorship is not required before a bank is
closed for liquidation or other renedial action is taken.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.114. RELEASE BEFORE HEARI NG  Thi s subchapter does not
prevent release of the bank from supervision or conservatorship
before a hearing if the banking comm ssioner is satisfied that
requi renents for abatenent have been adequately satisfied.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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SUBCHAPTER C. UNAUTHCORI ZED ACTI VI TY: | NVESTI GATI ON AND ENFORCEMENT
Sec. 35.201. [INAPPLICABILITY. This subchapter does not apply
to a financial institution, as that termis defined by Section
201.101, that lawfully maintains its main office or a branch in this
state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 1999, 76th Leg., ch. 344, Sec. 2.015, eff. Sept. 1, 1999.

Sec. 35.202. | NVESTI GATI ON OF UNAUTHORI ZED ACTIVITY. (a) |If
t he banki ng comm ssi oner has reason to believe that a person has
engaged, is engaging, or is likely to engage in an unauthorized
activity, the banking conm ssioner may:

(1) investigate as necessary within or outside this state
to:

(A) determ ne whether the unauthorized activity has
occurred or is likely to occur; or

(B) aidin the enforcenent of the | aws adm ni stered by
t he banki ng conm ssi oner;

(2) initiate appropriate disciplinary action as provided by
this subchapter; and

(3) report unauthorized activity to a | aw enforcenent
agency or another regul atory agency with appropriate jurisdiction.

(b) The banki ng conmmi ssi oner nay:

(1) on witten request furnish to a | aw enforcenent agency
evi dence t he banki ng conm ssioner has conpiled in connection with the
unaut hori zed activity, including materials, docunents, reports, and
conplaints; and

(2) assist the | aw enforcenent agency or other regulatory
agency as request ed.

(c) A person acting without malice, fraudulent intent, or bad
faith is not subject to liability, including liability for |ibel,
sl ander, or another relevant tort, because the person files a report
or furnishes, orally or in witing, information concerning a
suspected, anticipated, or conpleted unauthorized activity to a | aw
enf orcenent agency, the banking conm ssioner, another regul atory
agency with appropriate jurisdiction, or an agent or enployee of a
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| aw enf orcenent agency, the banking conm ssioner, or other regulatory
agency. The person is entitled to attorney's fees and court costs if
the person prevails in an action for |ibel, slander, or another
rel evant tort based on the report or other information the person
furni shed as provided by this subchapter.
(d) This section does not:

(1) affect a conmon |law or statutory privilege or immunity;

(2) preenpt the authority or relieve the duty of a |l aw
enforcenent agency or other regulatory agency with appropriate
jurisdiction to investigate and prosecute suspected crimnal acts;

(3) prohibit a person fromvoluntarily disclosing
information to a | aw enforcenent agency or other regul atory agency;
or

(4) limt a power or duty granted to the banking
conmi ssioner under this subtitle or other |aw

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.203. SUBPOENA AUTHORITY. (a) This section applies
only to an investigation of an unauthorized activity as provided by
Section 35.202 and does not affect the conduct of a contested case
under Chapter 2001, Governnent Code.

(b) The banki ng conm ssioner nmay issue a subpoena to conpel the
attendance and testinony of a witness or the production of a book,
account, record, paper, or correspondence relating to a matter that
t he banki ng comm ssioner has authority to consider or investigate at
the departnent's offices in Austin or at another place the banking
commi ssi oner desi gnat es.

(c) The subpoena nust be signed and issued by the banking
conmi ssioner or a deputy banking comm ssioner.

(d) A person who is required by subpoena to attend a proceedi ng
bef ore the banki ng comm ssioner is entitled to receive:

(1) reinbursenent for mleage, in the anount provided for
travel by a state enployee, for traveling to or returning froma
proceeding that is nore than 25 mles fromthe witness's residence;
and

(2) a fee for each day or part of a day the witness is
necessarily present as a witness in an anount equal to the per diem
travel allowance of a state enpl oyee.
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(e) The banking comm ssioner may serve the subpoena or have it
served by an authorized agent of the banking conm ssioner, a sheriff,
or a constable. The sheriff's or constable's fee for serving the
subpoena is the sane as the fee paid the sheriff or constable for
simlar services.

(f) A person possessing materials |ocated outside this state
that are requested by the banking comm ssioner may nmake the materials
avai |l abl e to the banki ng conm ssioner or a representative of the
banki ng comm ssi oner for exam nation at the place where the materials
are |located. The banki ng comm ssi oner may:

(1) designate a representative, including an official of
the state in which the materials are |located, to exam ne the
materials; and

(2) respond to a simlar request froman official of
another state, the United States, or a foreign country.

(g) A subpoena issued under this section to a financial
institution is not subject to Section 59.006.

(h) Except to the extent disclosure is necessary to |ocate and
produce responsive records or obtain |l egal representation and subject
to Subsection (i), a subpoena issued under this section may provide
that the person to whomthe subpoena is directed or any person who
conmes into recei pt of the subpoena may not:

(1) disclose that the subpoena has been issued;

(2) disclose or describe any records requested in the
subpoena;

(3) disclose whether records have been furnished in
response to the subpoena; or

(4) if the subpoena requires a person to be exam ned under
oat h, disclose or describe the exam nation, including the questions
asked, the testinony given, or the transcript produced.

(1) A subpoena issued under this section nmay prohibit the
di scl osure of information described by Subsection (h) only if the
banki ng comm ssi oner finds, and the subpoena states, that:

(1) the subpoena, the exam nation, or the records relate to
an ongoi ng i nvestigation; and

(2) the disclosure could significantly inpede or jeopardize
t he investigati on.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 412, Sec. 2.15, eff. Sept. 1, 2001;
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Acts 2001, 77th Leg., ch. 1420, Sec. 6.103(b), eff. Sept. 1, 2001.
Amended by:

Acts 2019, 86th Leg., RS., Ch. 652 (S.B. 1823), Sec. 6, eff.
Sept enber 1, 2019.

Sec. 35.204. ENFORCEMENT OF SUBPCENA. (a) |If necessary, the
banki ng comm ssioner may apply to a district court of Travis County
or of the county in which the subpoena was served for enforcenent of
t he subpoena, and the court may issue an order conpelling conpliance.

(b) If the court orders conpliance with the subpoena or finds
the person in contenpt for failure to obey the order, the banking
commi ssioner, or the attorney general if representing the banking
conmi ssi oner, may recover reasonable court costs, attorney's fees,
and investigative costs incurred in the proceeding.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.205. CONFIDENTIALITY OF SUBPOENAED RECORDS. (a) A
book, account, record, paper, correspondence, or other docunent
subpoenaed and produced under Section 35.203 that is otherw se nmade
privileged or confidential by |law remains privileged or confidential
unl ess admtted into evidence at an admnistrative hearing or in a
court. The banking comm ssioner may issue an order protecting the
confidentiality or privilege of the docunment and restricting its use
or distribution by any person or in any proceeding, other than a
proceedi ng before the banki ng comm ssi oner.

(b) Subject to Subchapter D, Chapter 31, and confidentiality
provi sions of other |aw adm nistered by the banki ng comm ssi oner,
information or material acquired under Section 35.203 under a
subpoena is not a public record for the period the banking
conmi ssi oner considers reasonably necessary to conplete the
investigation, to protect the person being investigated from
unwarranted injury, or to serve the public interest. The information
or material is not subject to a subpoena, except a grand jury
subpoena, until released for public inspection by the banking
commi ssioner or until, after notice and a hearing, a district court
determ nes that the public interest and any investigation by the
banki ng comm ssi oner woul d not be jeopardized by obeying the
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subpoena. The district court order nmay not apply to:

(1) a record or conmmunication received from anot her | aw
enforcenment or regul atory agency except on conpliance with the
confidentiality | aws governing the records of the other agency; or

(2) an internal note, nenorandum report, or conmmunication
made in connection with a matter that the banki ng comm ssioner has
the authority to consider or investigate, except on good cause and in
conpliance with applicable confidentiality |aws.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.206. EVIDENCE. (a) On certification by the banking
commi ssi oner, a book, record, paper, or document produced or
testinmony taken as provided by Section 35.203 and held by the
departnment is adm ssible as evidence in any case w thout prior proof
of its correctness and without other proof. The certified book,
record, docunent, or paper, or a certified copy, is prima facie
evi dence of the facts it contains.

(b) This section does not |imt another provision of this
subtitle or a |aw that provides for the adm ssion of evidence or its
evi denti ary val ue.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2017, 85th Leg., R S., Ch. 599 (S.B. 1401), Sec. 8, eff.
Sept enber 1, 2017.

Sec. 35.207. CEASE AND DESI ST ORDER. (a) The banking
conmi ssi oner may serve a proposed cease and desi st order on a person
t hat the banki ng comm ssioner believes is engaging or is likely to
engage in an unauthorized activity. The order nust:

(1) be delivered by personal delivery or registered or
certified mail, return receipt requested, to the person's |ast known
addr ess;

(2) state each act or practice alleged to be an
unaut hori zed activity; and

(3) state the effective date of the order, which may not be
before the 21st day after the date the proposed order is delivered or
mai | ed.

Statute text rendered on: 10/6/2023 - 211 -


http://www.legis.state.tx.us/tlodocs/85R/billtext/html/SB01401F.HTM

FI NANCE CODE

(b) Unless the person agai nst whomthe proposed order is
directed requests a hearing in witing before the effective date of
t he proposed order, the order takes effect and is final and
nonappeal abl e as to that person.

(c) A requested hearing on a proposed order shall be held not
|ater than the 30th day after the date the first witten request for
a hearing on the order is received by the departnment unless the
parties agree to a later hearing date. At the hearing, the
departnment has the burden of proof and nust present evidence in
support of the order. Each person agai nst whomthe order is directed
may cross-exam ne and show cause why the order should not be issued.

(d) After the hearing, the banking comm ssioner shall issue or
decline to issue a cease and desist order. The proposed order may be
nodi fi ed as necessary to conformto the findings at the hearing. An
order issued under this subsection:

(1) is inmediately final for purposes of enforcenent and
appeal ; and

(2) nust require the person to imedi ately cease and desi st
fromthe unauthorized activity.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.208. EMERGENCY CEASE AND DESI ST ORDER. (a) The
banki ng conm ssioner may i ssue an energency cease and desist order to
a person whom t he banki ng comm ssi oner reasonably believes is
engaging in a continuing unauthorized activity that is fraudul ent or
threatens i nmedi ate and irreparable public harm

(b) The order nmnust:

(1) be delivered on issuance to each person affected by the
order by personal delivery or registered or certified mail, return
recei pt requested, to the person's |ast known address;

(2) state the specific charges and require the person
i medi ately to cease and desist fromthe unauthorized activity; and

(3) contain a notice that a request for hearing nay be
filed under this section.

(c) Unless a person against whomthe order is directed requests
a hearing in witing before the 11th day after the date it is served
on the person, the energency order is final and nonappeal able as to
that person. A request for a hearing nust:
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(1) be in witing and directed to the banking conm ssioner;
and

(2) state the grounds for the request to set aside or
nodi fy the order.

(d) On receiving a request for a hearing, the banking
conmi ssioner shall serve notice of the tinme and place of the hearing
by personal delivery or registered or certified mail, return receipt
requested. The hearing nmust be held not later than the 10th day
after the date the banking comm ssioner receives the request for a
hearing unless the parties agree to a |later hearing date. At the
hearing, the departnment has the burden of proof and nust present
evi dence in support of the order. The person requesting the hearing
may cross-exam ne w tnesses and show cause why the order should not
be affirned.

(e) After the hearing, the banking comm ssioner shall affirm
nodi fy, or set aside in whole or part the enmergency cease and desi st
order. An order affirmng or nodifying the energency cease and
desist order is immediately final for purposes of enforcenent and
appeal .

(f) An order continues in effect unless the order is stayed by
t he banki ng conm ssioner. The banki ng conm ssi oner may i npose any
condition before granting a stay of the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.209. JUDI CI AL REVI EW OF CEASE AND DESI ST ORDER.  (a) A
person affected by a cease and desi st order issued, affirmed, or
nodi fied after a hearing may file a petition for judicial review

(b) Afiled petition for judicial review does not stay or
vacate the order unless the court, after hearing, specifically stays
or vacates the order.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.210. VIOLATION OF FI NAL CEASE AND DESI ST ORDER. (a)
| f the banki ng conm ssioner reasonably believes that a person has
violated a final and enforceabl e cease and desi st order, the banking
conmi Ssi oner may:
(1) initiate an admnistrative penalty proceedi ng under
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Section 35.211;

(2) refer the matter to the attorney general for
enforcenment by injunction and any other avail able renedy; or

(3) pursue any other action the banki ng comm ssi oner
consi ders appropriate under applicable | aw

(b) If the attorney general prevails in an action brought under

Subsection (a)(2), the attorney general is entitled to reasonable
attorney's fees.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.211. ADM NI STRATI VE PENALTY. (a) The banking
commi ssioner may initiate an action for an adm nistrative penalty
agai nst a person for violation of a cease and desist order by serving
on the person notice of the tine and place of a hearing on the
penalty. The notice nmust be delivered by personal delivery or
certified mail, return receipt requested, to the person's |ast known
address. The hearing nmay not be held earlier than the 20th day after
the date the notice is served. The notice nust contain a statement
of the facts or conduct alleged to violate the cease and desi st
order.
(b) In determ ning whether a cease and desi st order has been
vi ol ated, the banki ng conm ssioner shall consider the maintenance of
procedures reasonably adopted to ensure conpliance with the order.
(c) If the banking comm ssioner after the hearing determ nes
that a cease and desist order has been viol ated, the banking
conmi ssi oner may:
(1) inmpose an administrative penalty in an anount not to
exceed $25,000 for each discrete unauthorized act;
(2) direct the person agai nst whomthe order was issued to
make conplete restitution, in the formand anobunt and within the
peri od determ ned by the banking comm ssioner, to each resident of
this state and entity operating in this state damaged by the
violation; or
(3) both inpose the penalty and direct restitution.
(d) In determning the anount of the penalty and whether to
i npose restitution, the banking comm ssioner shall consider:
(1) the seriousness of the violation, including the nature,
ci rcunst ances, extent, and gravity of any prohibited act;
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(2) the econom c harm caused by the violation;

(3) the history of previous violations;

(4) the anpbunt necessary to deter future violations;

(5) efforts to correct the violation;

(6) whether the violation was intentional or unintentional;

(7) the financial ability of the person agai nst whomthe
penalty is to be assessed; and

(8) any other matter that justice nmay require.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.212. PAYMENT AND APPEAL OF ADM NI STRATI VE PENALTY. (a)
When an admini strative penalty order under Section 35.211 becones
final, a person affected by the order, within the tinme permtted by
| aw for appeal, shall:

(1) pay the anount of the penalty;

(2) pay the anount of the penalty and file a petition for
judicial review contesting the occurrence of the violation, the
anount of the penalty, or both; or

(3) wthout paying the anount of the penalty, file a
petition for judicial review contesting the occurrence of the
vi ol ation, the amount of the penalty, or both.

(b) Wthin the tine permtted by |aw for appeal, a person who
acts under Subsection (a)(3) may:

(1) stay enforcenent of the penalty by:

(A) paying the anmount of the penalty to the court for
pl acement in an escrow account; or

(B) giving the court a supersedeas bond that is
approved by the court for the anmobunt of the penalty and that is
effective until all judicial review of the order is final; or

(2) request the court to stay enforcenent of the penalty
by:

(A filing with the court a sworn affidavit of the
person stating that the person is financially unable to pay the
amount of the penalty and is financially unable to give the
super sedeas bond; and

(B) giving a copy of the affidavit to the banking
conmi ssioner by certified mail

(c) Not later than the fifth day after the date the banking
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commi ssi oner receives a copy of an affidavit under Subsection (b)(2),
t he banking comm ssioner may file with the court a contest to the
affidavit. The court shall hold a hearing on the facts alleged in
the affidavit as soon as practicable and shall stay the enforcenent
of the penalty on finding that the alleged facts are true. The
person who files an affidavit has the burden of proving that the
person is financially unable to pay the anmount of the penalty and to
gi ve a supersedeas bond.

(d) If the person does not pay the anount of the penalty and
the enforcenment of the penalty is not stayed, the banking
conmi ssioner may refer the matter to the attorney general for
coll ection of the anpbunt of the penalty.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 35.213. JUDI Cl AL REVI EW OF ADM NI STRATI VE PENALTY. (a)
If on judicial review the court sustains the penalty order, the court
shall order the person to pay the full amount of the penalty or a

| oner anount determined by the court. |If the court does not sustain
the order, a penalty is not owed.
(b) When the judgnent of the court becones final, if the person

pai d the amount of the penalty and if that amount is reduced or is
not upheld by the court, the court shall order that the appropriate
anount plus accrued interest conputed at the annual rate of 10
percent be remtted by the departnent. The interest shall be paid
for the period beginning on the date the penalty was paid and ending

on the date the penalty is remtted. |If the person gave a
supersedeas bond and if the amobunt of the penalty is not upheld by
the court, the court shall order the release of the bond. |If the

person gave a supersedeas bond and if the anobunt of the penalty is
reduced, the court shall order the rel ease of the bond after the
person pays the anmount owed.

(c) |If the judgnent of the court requires paynment of a penalty
t hat has not previously been paid, the court shall order as part of
its judgnment that interest accrues on the penalty at the annual rate
of 10 percent, beginning on the date the judgnent is final and endi ng
on the date the penalty and interest are paid.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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CHAPTER 36. DI SSOLUTI ON AND RECEI VERSHI P
SUBCHAPTER A. GENERAL PROVI SI ONS
Sec. 36.001. DEFINITION. In this chapter, "adm nistrative
expense" neans:

(1) an expense designated as an adm nistrative expense by
Subchapter C or D

(2) court costs and expenses of operation and |i quidation
of a bank estate;

(3) wages owed to an enpl oyee of a bank for services
rendered within three nonths before the date the bank was cl osed for
I i qui dation and not exceedi ng:

(A) $2,000 to each enpl oyee; or
(B) another anount set by rul es adopted under this
subtitle;

(4) current wages owed to a bank enpl oyee whose services
are retained by the receiver for services rendered after the date the
bank is closed for |iquidation;

(5) an unpaid expense of supervision or conservatorship of
t he bank before its closing for |iquidation; and

(6) any unpaid fees or assessnents owed to the departnent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.002. REMEDIES EXCLUSIVE. (a) Unless the banking
conmi ssi oner so requests, a court may not:
(1) order the closing or suspension of operation of a state
bank; or
(2) appoint for a state bank a receiver, supervisor,
conservator, liquidator, or other person with simlar responsibility.
(b) A person may not be designated a receiver, supervisor
conservator, or liquidator without the voluntary approval of the
banki ng comm ssi oner.
(c) This chapter prevails over any conflicting law of this
state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.003. FEDERAL DEPOSI T | NSURANCE CORPORATI ON AS
LI QU DATOR. (a) The banking conmm ssioner w thout court action may
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tender a state bank that has been closed for liquidation to the
Federal Deposit |Insurance Corporation or its successor as receiver
and liquidating agent if the deposits of the bank were insured by the
Federal Deposit Insurance Corporation or its successor on the date of
cl osi ng.

(b) After acceptance of tender of the bank, the Federal Deposit
| nsurance Corporation or its successor shall performthe acts and
duties as receiver of the bank that it considers necessary or
desirable and that are permtted or required by federal law or this
chapter.

(c) |If the Federal Deposit Insurance Corporation or its
successor refuses to accept tender of the bank, the banking
conmi ssi oner shall act as receiver.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.004. APPO NTMENT OF | NDEPENDENT RECEIVER. (a) On
request of the banking conm ssioner, the court in which a |iquidation
proceedi ng i s pendi ng nay:

(1) appoint an independent receiver; and
(2) require a suitable bond of the independent receiver.

(b) On appointnment of an i ndependent receiver, the banking
conmi ssioner is discharged as receiver and remains a party to the
I iquidation proceeding with standing to initiate or contest any
nmotion. The views of the banking comm ssioner are entitled to
def erence unl ess they are inconsistent with the plain nmeaning of this
chapter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.005. SUCCESSION OF TRUST PONERS. (a) |If a state bank
in the process of voluntary or involuntary dissolution and
liquidation is acting as trustee, guardi an, executor, adm nistrator,
or escrow agent, or in another fiduciary or custodial capacity, the
banki ng comm ssi oner may authorize the sale of the bank's
adm ni stration of fiduciary accounts to a successor entity with
fiduciary powers.

(b) The successor entity, wthout the necessity of action by a
court or the creator or a beneficiary of the fiduciary relationship,
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shal | :

(1) <continue the office, trust, or fiduciary relationship;
and

(2) performall the duties and exercise all the powers
connected with or incidental to the fiduciary relationship as if the
successor entity had been originally designated as the fiduciary.

(c) This section applies to all fiduciary rel ationshi ps,
including a trust established for the benefit of a mnor by court
order under Section 142.005, Property Code. This section does not
affect any right of a court or a party to the instrunent governing
the fiduciary relationship to subsequently designate another trustee
as the successor fiduciary.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER B. VCOLUNTARY DI SSOLUTI ON
Sec. 36.101. I N TIATING VOLUNTARY DI SSOLUTION. (a) A state
bank may initiate voluntary dissolution and surrender its charter as
provi ded by this subchapter:
(1) wth the approval of the banking conm ssioner;
(2) after complying with the provisions of the Business
Organi zati ons Code regardi ng board and shar ehol der approval for
vol untary di ssol ution; and
(3) by filing the docunents as provided by Section 36.102.
(b) The sharehol ders of a state bank initiating voluntary
di ssolution by resolution shall appoint one or nore persons to act as
the liquidating agent or commttee. The |iquidating agent or
commttee shall conduct the liquidation as provided by |aw and under
t he supervision of the bank's board. The board, in consultation with
t he banki ng conm ssioner, shall require the |iquidating agent or
committee to give a suitable bond.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 49, eff.
Sept enber 1, 2007.

Sec. 36.102. FILING RESOLUTI ONS W TH BANKI NG COW SSI ONER
After resolutions to dissolve and liquidate a state bank have been
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adopted by the bank's board and sharehol ders, a majority of the
directors shall verify and file with the banki ng conm ssi oner
certified copies of:
(1) the resolutions of the sharehol ders that:
(A) are adopted at a neeting for which proper notice
was given or by unaninous witten consent; and
(B) approve the dissolution and |iquidation of the
bank;
(2) the resolutions of the board approving the dissolution
and |iquidation of the bank; and
(3) the notice to the shareholders inform ng them of the
meet i ng.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 50, eff.
Sept enber 1, 2007.

Acts 2007, 80th Leg., RS., Ch. 735 (H. B. 2754), Sec. 9, eff.
Septenber 1, 2007.

Sec. 36.103. BANKI NG COW SSI ONER | NVESTI GATI ON AND CONSENT.
The banki ng comm ssioner shall review the docunentation submtted
under Section 36.102 and conduct any necessary investigation or
exam nation. |If the proceedi ngs appear to have been properly
conducted and the bond to be given by the Iiquidating agent or
commttee is adequate for its purposes, the banking comr ssioner
shall consent to dissolution and direct the bank to publish notice of
its pending dissolution.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.104. NOTICE OF PENDI NG DI SSOLUTION. (a) A state bank
initiating voluntary dissolution shall publish notice of its pending
di ssolution in a newspaper of general circulation in each conmunity
where its hone office or a branch is | ocated:

(1) at least once each week for eight consecutive weeks;
or

(2) at other tines specified by the banking conm ssioner or
rul es adopted under this subtitle.
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(b) The notice nust:
(1) be in the formand include the information required by
t he banki ng conm ssi oner; and
(2) state that:
(A) the bank is liquidating;
(B) depositors and creditors nust present their clains
for payment on or before a specified date; and
(C all safe deposit box hol ders and bail ors of
property left with the bank should renove their property on or before
a specified date.
(c) The dates selected by the bank under Subsection (b) nust:
(1) be approved by the banking comm ssioner; and
(2) allow
(A) the affairs of the bank to be wound up as quickly
as feasible; and
(B) creditors, depositors, and owners of property
adequate tinme for presentation of clains, wthdrawal of accounts, and
redenpti on of property.

(d) The banki ng comm ssioner may adj ust the dates under
Subsection (b) with or without republication of notice if additional
time appears needed for the activities to which the dates pertain.

(e) At the tinme of or pronptly after publication of the notice,
the bank shall mail to each of the bank's known depositors,
creditors, safe deposit box holders, and bailors of property |left
with the bank, at the mailing address shown on the bank's records, an
i ndi vi dual notice containing:

(1) the information required in a notice under Subsection
(b); and

(2) specific information pertinent to the account or
property of the addressee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.105. SAFE DEPCSI TS AND OTHER BAI LMENTS. (a) A
contract between the bank and a person for bailnment, of deposit for
hire, or for |lease of a safe, vault, or box ceases on the date
specified in the notice as the date for renoval of property or a
| ater date approved by the banking comm ssioner. A person who has
paid rental or storage charges for a period extendi ng beyond the date
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designated for renoval of property has an unsecured clai magainst the
bank for a refund of the unearned anmount paid.

(b) If the property is not renoved by the date the contract
ceases, an officer of the bank shall inventory the property. 1In
maki ng the inventory the officer may open a safe, vault, or box, or
any package, parcel, or receptacle, in the custody or possession of
t he bank. The inventory nmust be made in the presence of a notary
public who is not an officer or enployee of the bank and who is
bonded in an anobunt and by sureties approved by the banking
commi ssioner. The property shall be marked to identify, to the
extent possible, its ower or the person who left it with the bank.
After all property belonging to others that is in the bank's custody
and control has been inventoried, a naster |list certified by the bank
officer and the notary public shall be furnished to the banking
comm ssioner. The nmaster list shall be kept in a place and dealt
with in a manner the banki ng comm ssioner specifies pending delivery
of the property to its owner or to the conptroller as unclai ned

property.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.106. OFFICES TO REMAIN OPEN. Unl ess the banki ng
conmi ssioner directs or consents otherw se, the hone office and al
branch offices of a state bank initiating voluntary dissolution shal
remai n open for business during normal business hours until the | ast
date specified in published notices for presentation of clains,
wi t hdrawal of accounts, and redenption of property.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.107. FIDUCI ARY ACTIMITIES. (a) As soon after
publication of the notice of dissolution as is practicable, the bank
shal | :

(1) termnate all fiduciary positions it holds;
(2) surrender all property held by it as a fiduciary; and
(3) settle its fiduciary accounts.

(b) Unless all fiduciary accounts are settled and transferred
by the | ast date specified in published notices or by the banking
comm ssi oner and unl ess the banking comm ssioner directs ot herw se,
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the bank shall mail a notice to each trustor and beneficiary of any
remai ning trust, escrow arrangenment, or other fiduciary relationship.
The notice nust state:

(1) the location of an office open during normal business
hours where administration of the remaining fiduciary accounts wl |
continue until settled or transferred; and

(2) a tel ephone nunber at that office.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.108. FINAL LIQUI DATION. (a) After the bank has taken
all of the actions specified by Sections 36.102, 36.105, and 36. 107,
paid all its debts and obligations, and transferred all property for
which a | egal clainmant has been found after the time for presentation
of clains has expired, the bank shall make a list fromits books of
t he nanes of each depositor, creditor, owner of personal property in
t he bank's possession or custody, or |essee of any safe, vault, or
box, who has not clained or has not received a deposit, debt,
di vidend, interest, bal ance, or other amount or property due to the
person. The list nust be sworn to or affirmed by a majority of the
bank' s board.

(b) The bank shall:

(1) file the list and any necessary identifying information
wi th the banki ng comm ssi oner;

(2) pay any uncl ai med noney and deliver any uncl ai ned
property to the conptroller as provided by Chapter 74, Property Code;
and

(3) certify to the banking comm ssioner that the uncl ai ned
noney has been paid and uncl ai mred property has been delivered to the
conptroller

(c) After the banking comm ssioner has reviewed the |ist and
has reconciled the unclai ned cash and property with the amounts of
nmoney and property reported and transferred to the conptroller, the
banki ng comm ssi oner shall allow the bank to distribute the bank's
remai ni ng assets, if any, anong its shareholders as their ownership
i nterests appear.

(d) After distribution of all remaining assets under Subsection
(c), the bank shall file with the departnent:

(1) an affidavit and schedules, sworn to or affirnmed by a
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majority of the bank's board, showing the distribution to each
shar ehol der

(2) all copies of reports of exam nation of the bank in its
possessi on; and

(3) its original charter or an affidavit stating that the
original charter is |ost.

(e) After verifying the submtted information and docunents,

t he banki ng conm ssioner shall issue a certificate canceling the
charter of the bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 51, eff.
Sept enber 1, 2007.

Sec. 36.109. APPLI CATION OF LAWTO BANK IN DI SSOLUTION. A
state bank in the process of voluntary dissolution and |iquidation
remai ns subject to this subtitle and Chapters 11 and 12, i ncluding
provi sions for exam nation by the banking conm ssioner, and the bank
shal |l furnish reports required by the banking conm ssioner.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.110. AUTHORI ZATI ON OF DEVI ATI ON FROM PROCEDURES. The
banki ng comm ssi oner may aut horize a deviation fromthe procedures
for voluntary dissolution in this subchapter if the banking
comm ssi oner determ nes that the interests of clainmants are not
j eopardi zed by the deviation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.111. CLOSURE BY BANKI NG COW SSI ONER FOR | NVOLUNTARY
DI SSOLUTI ON AND LI QUI DATI ON. The banki ng comm ssi oner may cl ose a
state bank for involuntary dissolution and |iquidation under this
chapter if the banking conm ssioner determnes that:
(1) the voluntary liquidation is:
(A) being conducted in an inproper or illegal manner;
or
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(B) not in the best interests of the bank's depositors
and creditors; or
(2) the bank is insolvent or inmmnently insolvent.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.112. APPLI CATI ON FOR NEW CHARTER. After a state bank's
charter has been voluntarily surrendered and cancel ed, the bank may
not resume business or reopen except on application for and approval
of a new charter.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER C. | NVOLUNTARY DI SSOLUTI ON AND LI QUI DATI ON
Sec. 36.201. ACTION TO CLOSE STATE BANK. (a) The banking
commi ssioner may close and |iquidate a state bank on finding that:
(1) the interests of the bank's depositors and creditors
are jeopardi zed by the bank's insolvency or inmmnent insolvency; and
(2) the best interests of depositors and creditors would be
served by requiring that the bank be closed and its assets
I i qui dat ed.
(b) A mjority of the bank's directors may voluntarily cl ose
t he bank and place it with the banki ng conm ssioner for |iquidation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 52, eff.
Septenber 1, 2007.

Sec. 36.202. NOTI CE AND EFFECT OF CLOSURE; APPO NTMENT OF
RECEI VER. (a) After closing a state bank under Section 36.201, the
banki ng comm ssi oner shall place a sign at its main entrance stating
t hat the bank has been closed and the findings on which the closing
of the bank is based. A correspondent bank of the closed bank may
not pay an itemdrawn on the account of the closed bank that is
presented for paynent after the correspondent has received actual
notice of closing unless it previously certified the itemfor
paynent .
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(b) As soon as practicable after posting the sign at the bank's
mai n entrance, the banking conm ssioner shall tender the bank to the
Federal Deposit |Insurance Corporation as provided by Section 36.003
or initiate a receivership proceeding by filing a copy of the notice
contained on the sign in a district court in the county where the
bank's hone office is located. The court in which the notice is
filed shall docket it as a case styled, "In re liquidation of
(inserting the name of the bank). When this notice is filed, the
court has constructive custody of all the bank's assets and any
action that seeks to directly or indirectly affect bank assets is
considered an intervention in the receivership proceeding and is
subject to this subchapter and Subchapter D

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.203. NATURE AND DURATI ON OF RECEI VERSHI P. (a) The
court may not require a bond fromthe banki ng comm ssioner as
receiver.

(b) A reference in this chapter to the receiver is a reference
to the banking conmm ssioner as receiver and to any successor in
office, the Federal Deposit Insurance Corporation if acting as
receiver as provided by Section 36.003 and federal |aw, or an
i ndependent receiver appointed at the request of the banking
comm ssi oner as provided by Section 36.004.

(c) The receiver has all the powers of the directors, officers,
and sharehol ders of the bank as necessary to support an action taken
on behal f of the bank.

(d) The receiver and all enployees and agents acting on behal f
of the receiver are acting in an official capacity and are protected
by Section 12.106. An act of the receiver is an act of the bank in
liquidation. This state or a political subdivision of this state is
not |iable and may not be held accountable for any debt or obligation
of a state bank in receivership.

(e) Section 64.072, Civil Practice and Renedi es Code, applies
to the receivership of a bank except as provided by this subsection.
A bank receivership shall be adm nistered continuously for the length
of tinme necessary to conplete its purposes, and a period prescribed
by other law limting the tinme for the adm nistration of a
recei vership or of corporate affairs generally, including Section
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64.072(d), Cvil Practice and Renedi es Code, does not apply.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 53, eff.
Sept enber 1, 2007.

Sec. 36.204. CONTEST OF LIQUIDATION. (a) A state bank, acting
through a majority of its directors, may intervene in an action filed
by the banki ng comm ssioner closing a state bank to chall enge the
banki ng comm ssioner's closing of the bank and to enjoin the banking
conmi ssioner or other receiver fromliquidating its assets. The bank
must file the intervention not |ater than the second busi ness day
after the closing of the bank, excluding |egal holidays. The court
may i ssue an ex parte order restraining the receiver fromliquidating
bank assets pending a hearing on the injunction. The receiver shal
conply with the restraining order but nay petition the court for
permssion to |liquidate an asset as necessary to prevent its |loss or
di m nution pending the outconme of the injunction.

(b) The court shall hear an action as quickly as possible and
shall give it priority over other business.

(c) The bank or receiver nmay appeal the court's judgnent as in
other civil cases, except that the receiver shall retain all bank
assets pending a final appellate court order even if the banking
commi ssi oner does not prevail in the trial court. If the banking
conmi ssioner prevails in the trial court, liquidation of the bank may
proceed unless the trial court or appellate court orders otherw se.

If liquidation is enjoined or stayed pending appeal, the trial court
retains jurisdiction to permt liquidation of an asset as necessary
to prevent its loss or dimnution pending the outcone of the appeal.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 54, eff.
Sept enber 1, 2007.

Sec. 36.205. NOTICE OF BANK CLOSING (a) As soon as
reasonably practicable after initiation of the receivership
proceedi ng, the receiver shall publish notice in a newspaper of
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general circulation in each community where the bank's honme office or
a branch is located. The notice nust state that:

(1) the bank has been closed for |iquidation;

(2) depositors and creditors nmust present their clains for
paynent on or before a specified date; and

(3) all safe deposit box hol ders and bail ors of property
left with the bank should renove their property not later than a
speci fied date.

(b) A date that the receiver selects under Subsection (a):

(1) nmay not be earlier than the 121st day after the date of
the notice; and
(2) nust allow
(A) the affairs of the bank to be wound up as quickly
as feasible; and
(B) «creditors, depositors, and owners of property
adequate time for presentation of clains, wthdrawal of accounts, and
redenption of property.

(c) The receiver may adjust the dates under Subsection (a) with
t he approval of the court and with or w thout republication of notice
if additional tinme appears needed for those activities.

(d) As soon as reasonably practicable given the state of bank
records and the adequacy of staffing, the receiver shall mail to each
of the bank's known depositors, creditors, safe deposit box hol ders,
and bailors of property left with the bank, at the mailing address
shown on the bank's records, an individual notice containing the
information required in a notice under Subsection (a) and specific
information pertinent to the account or property of the addressee.

(e) The receiver nmay determine the formand content of notices
under this section.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.206. I NVENTORY. As soon as reasonably practicable
given the state of bank records and t he adequacy of staffing, the
recei ver shall prepare a conprehensive inventory of the bank's assets
for filing with the court. The inventory is open to inspection.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 36.207. RECEIVER S TITLE AND PRIORITY. (a) The receiver
has the title to all the bank's property, contracts, and rights of
action, wherever |ocated, beginning on the date the bank is cl osed
for |iquidation.

(b) The rights of the receiver have priority over a contractua
lien or statutory landlord' s lien under Chapter 54, Property Code,
judgnment lien, attachnment lien, or voluntary lien that arises after
the date of the closing of the bank for |iquidation.

(c) The filing or recording of a receivership order in a record
office of this state gives the same notice that would be given by a
deed, bill of sale, or other evidence of title filed or recorded by
the bank in liquidation. The recording clerk shall index a recorded
receivership order in the records to which the order rel ates.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.208. RIGHTS FIXED. The rights and liabilities of the
bank in liquidation and of a depositor, creditor, officer, director,
enpl oyee, sharehol der, agent, or other person interested in the
bank's estate are fixed on the date of closing of the bank for
i qui dati on except as otherwi se directed by the court or as expressly
provi ded ot herwi se by this subchapter or Subchapter D.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., R S., Ch. 237 (H B. 1962), Sec. 55, eff.
Sept enber 1, 2007.

Sec. 36.209. DEPCSITORIES. (a) The receiver nmay deposit noney
coll ected on behalf of the bank estate in:
(1) the Texas Treasury Safekeeping Trust Conpany in
accordance with procedures established by the conptroller; or
(2) one or nore state banks in this state, the deposits of
whi ch are insured by the Federal Deposit I|Insurance Corporation or its
successor, if the receiver, using sound financial judgnent,
determ nes that it would be advantageous to do so.
(b) If receivership noney deposited in an account at a state
bank exceeds the maxi muminsured anmount, the receiver shall require
t he excess deposit to be adequately secured through a pl edge of
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securities or otherw se, wthout approval of the court. The
depository bank may secure the deposits of the bank in |iquidation on
behal f of the receiver, notw thstanding any other provision of
Chapter 11 or 12 or this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.210. PENDI NG LAWSUI T. (a) A judgnent or order of a
court of this state or of another jurisdiction in an action pending
by or against the bank, rendered after the date the bank was cl osed
for liquidation, is not binding on the receiver unless the receiver
was made a party to the suit.

(b) Before the first anniversary of the date the bank was
closed for liquidation, the receiver may not be required to plead to
any suit pending against the bank in a court in this state on the
date the bank was closed for liquidation and in which the receiver is
a proper plaintiff or defendant.

(c) Sections 64.052, 64.053, and 64.056, Cvil Practice and
Renedi es Code, do not apply to a bank estate being adm ni stered under
t hi s subchapter and Subchapter D

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.211. NEWLAWSU T. (a) Except as otherw se provided by
this section, the court in which the receivership proceeding is
pendi ng under this subchapter has exclusive jurisdiction to hear and
determ ne all actions or proceedings instituted by or against the
bank or receiver after the receivership proceedi ng begins.

(b) The receiver may file in any jurisdiction an ancillary suit
that may be hel pful to obtain jurisdiction or venue over a person or
property.

(c) Exclusive venue lies in Travis County for an action or
proceedi ng instituted against the receiver or the receiver's
enpl oyee, including an enpl oyee of the departnent, that asserts
personal liability on the part of the receiver or enployee.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Sec. 36.212. REQUI RI NG RECORD OR OTHER PROPERTY | N POSSESSI ON
OF OTHER PERSON. (a) Each bank affiliate, officer, director
sharehol der, trustee, agent, servant, enployee, attorney, attorney-
in-fact, or correspondent shall imediately deliver to the receiver,
wi t hout cost to the receiver, any record or other property of the
bank or that relates to the business of the bank.

(b) If by contract or otherwi se a record or other property that
can be copied is the property of a person listed in Subsection (a),
it shall be copied and the copy shall be delivered to the receiver.
The owner shall retain the original until notification by the
receiver that it is no longer required in the admnistration of the
bank's estate or until another time the court, after notice and
hearing, directs. A copy is considered to be a record of the bank in
i qui dation under Section 36.225.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 56, eff.
Septenber 1, 2007.

Sec. 36.213. INJUNCTION IN AID OF LIQU DATION. (a) On
application by the receiver, the court with or without notice nmay
i ssue an injunction:

(1) restraining a bank officer, director, sharehol der,
trustee, agent, servant, enployee, attorney, attorney-in-fact,
correspondent, or other person fromtransacting the bank's business
or wasting or disposing of its property; or

(2) requiring the delivery of the bank's property or assets
to the receiver subject to the further order of the court.

(b) At any tinme during a proceedi ng under this subchapter, the
court may issue another injunction or order considered necessary or
desirable to prevent:

(1) interference with the receiver or the proceeding;

(2) waste of the assets of the bank;

(3) the beginning or prosecution of an action;

(4) the obtaining of a preference, judgnent, attachnent,
garni shnment, or other lien; or

(5) the nmaking of a |levy against the bank or its assets.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
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Amended by:
Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 57, eff.
Septenber 1, 2007.

Sec. 36.214. SUBPOENA. (a) The receiver may request the court
ex parte to issue a subpoena to conpel the attendance and testinony
of a witness before the receiver and the production of a record
relating to the receivership estate. For this purpose the receiver
or the receiver's designated representative may adm ni ster an oath or
affirmati on, exanm ne a witness, or receive evidence. The court has
st at ewi de subpoena power and may conpel attendance and production of
a record before the receiver at the bank, the office of the receiver,
or anot her | ocati on.

(b) A person served with a subpoena under this section may file
a notion with the court for a protective order as provided by Rule
166b, Texas Rules of Civil Procedure. 1In a case of disobedience of a
subpoena or the contumacy of a w tness appearing before the receiver
or the receiver's designated representative, the receiver nmay request
and the court may issue an order requiring the person subpoenaed to
obey the subpoena, give evidence, or produce a record relating to the
matter in question.

(c) Awtness who is required to appear before the receiver is
entitled to receive:

(1) reinmbursenent for mleage, in the anount for travel by
a state enployee, for traveling to or returning froma proceedi ng
that is nore than 25 mles fromthe witness's residence; and

(2) a fee for each day or part of a day the witness is
necessarily present as a witness in an anount set by the receiver
with the approval of the court of not |ess than $10 a day and not
nore than an anount equal to the per diemtravel allowance of a state
enpl oyee.

(d) A paynent of fees under Subsection (c) is an admnistrative
expense.

(e) The receiver may serve the subpoena or have it served by
the receiver's authorized agent, a sheriff, or a constable. The
sheriff's or constable's fee for serving a subpoena nust be the sane
as the fee paid the sheriff or constable for sim/lar services.

(f) A subpoena issued under this section to a financi al
institution is not subject to Section 59.006.
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(g0 On certification by the receiver under official seal, a
record produced or testinony taken as provided by this section and
hel d by the receiver is adm ssible in evidence in any case w t hout
proof of its correctness or other proof, except the certificate of
the receiver that the record or testinony was received fromthe
person producing the record or testifying. The certified record or a
certified copy of the record is prima facie evidence of the facts it
contains. This section does not limt another provision of this
subchapt er, Subchapter D, or another |aw that provides for the
adm ssion of evidence or its evidentiary val ue.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Amended
by Acts 2001, 77th Leg., ch. 1420, Sec. 6.103(c), eff. Sept. 1, 2001.

Sec. 36.215. EXECUTORY CONTRACT; ORAL AGREEMENT. (a) Not
|ater than six nonths after the date the receivership proceedi ng
begins, the receiver may term nate any executory contract to which
the bank is a party or any obligation of the bank as a | essee. A
| essor who receives notice of the receiver's election to term nate
the | ease before the 60th day before the term nation date i s not
entitled to rent or damages for term nation, other than rent accrued
to the date of term nation.

(b) An agreenment that tends to dimnish or defeat the interest
of the estate in a bank asset is not valid against the receiver
unl ess the agreenent:

(1) is in witing;

(2) was executed by the bank and any person cl aimng an
adverse interest under the agreenent, including the obligor, when the
bank acquired the asset;

(3) was approved by the board of the bank or its |oan
committee, and the approval is reflected in the mnutes of the board
or commttee; and

(4) has been continuously since its execution an official
record of the bank.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.216. PREFERENCES. (a) A transfer of or lien on the
property or assets of a state bank is voidable by the receiver if the
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transfer or lien:

(1) was nade or created | ess than:

(A) four nonths before the date the bank is closed for
| iquidation; or

(B) one year before the date the bank is closed for
l[iquidation if the receiving creditor was at the tine an affiliate,
of ficer, director, or principal sharehol der of the bank or an
affiliate of the bank;

(2) was nmade or created with the intent of giving to a
creditor or depositor, or enabling a creditor or depositor to obtain,
a greater percentage of the claimant's debt than is given or obtained
by anot her claimant of the sane class; and

(3) is accepted by a creditor or depositor having
reasonabl e cause to believe that a preference will occur.

(b) Each bank officer, director, sharehol der, trustee, agent,
servant, enployee, attorney-in-fact, or correspondent, or other
person acting on behalf of the bank, who has participated in
i npl enenting a voidable transfer or lien, and each person receiving
property or the benefit of property of the bank as a result of the
voi dabl e transfer or lien, are personally liable for the property or
benefit received and shall account to the receiver for the benefit of
t he depositors and creditors of the bank.

(c) The receiver may avoid a transfer of or lien on the
property or assets of a bank that a depositor, creditor, or
shar ehol der of the bank coul d have avoi ded and nay recover the
property transferred or its value fromthe person to whomit was
transferred or froma person who has received it unless the
transferee or recipient was a bona fide holder for value before the
date the bank was cl osed for |iquidation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H B. 1962), Sec. 58, eff.
Septenber 1, 2007.

Sec. 36.217. EMPLOYEES OF RECEI VER.  The receiver may enpl oy
agents, |egal counsel, accountants, appraisers, consultants, and
ot her personnel the receiver considers necessary to assist in the
performance of the receiver's duties. The receiver may use personnel
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of the departnment if the receiver considers the use to be
advant ageous or desirable. The expense of enploying those persons is
an adm ni strative expense.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.218. DI SPCSAL OF PROPERTY; SETTLING OF CLAIM (a) In
liquidating a bank, the receiver on order of the court entered with
or without hearing may:

(1) sell all or part of the property of the bank;

(2) borrow noney and pl edge all or part of the assets of
the bank to secure the debt created, except that the receiver may not
be held personally liable to repay borrowed noney;

(3) conprom se or conmpound a doubtful or uncollectible debt
or claimowed by or owing to the bank; and

(4) enter another agreenment on behalf of the bank that the
recei ver considers necessary or proper to the managenent,
conservation, or liquidation of its assets.

(b) If the anmobunt of a debt or claimowed by or owing to the
bank or the value of an item of property of the bank does not exceed
$20, 000, excluding interest, the receiver may conproni se or conpound
the debt or claimor sell the property on terns the receiver
considers to be in the best interests of the bank estate w thout
obt ai ni ng the approval of the court.

(c) The receiver may with the approval of the court sell or
offer or agree to sell an asset of the bank, other than a fiduciary
asset, to a depositor or creditor of the bank. Paynment may be in
whol e or part out of distributions payable to the purchasing
depositor or creditor on account of an approved clai magainst the
bank's estate. On application by the receiver, the court may
desi gnate one or nore representatives to act for certain depositors
or creditors as a class in the purchase, hol ding, and nmanagenent of
assets purchased by the class under this section, and the receiver
may with the approval of the court advance the expenses of the
appoi nted representati ve against the security of the clains of the
cl ass.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Statute text rendered on: 10/6/2023 - 235 -



FI NANCE CODE

Sec. 36.219. COURT ORDER; NOTICE AND HEARING |If the court
requires notice and hearing before entering an order, the court shal
set the tine and place of the hearing and prescri be whether the
notice is to be given by service on specific parties, by publication,
or by a conbination of those nethods. The court may not enter an
order requested by a person other than the receiver without notice to
the receiver and an opportunity for the receiver to be heard.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.220. RECEIVER S REPORT; EXPENSES. (a) The receiver
shall file wth the court:

(1) a quarterly report showi ng the operation, receipts,
expendi tures, and general condition of the bank in Iiquidation; and

(2) a final report regarding the |iquidated bank show ng
all receipts and expenditures and giving a full explanation and a
statenent of the disposition of all assets of the bank.

(b) The receiver shall pay all adm nistrative expenses out of
noney or other assets of the bank. Each quarter the receiver shal
swear to and submt an item zed report of those expenses. The court
shal | approve the report unless an objection is filed before the 11th
day after the date it is submtted. An objection my be made only by
a party in interest and nust specify each item objected to and the
ground for the objection. The court shall set the objection for
hearing and notify the parties of this action. The objecting party
has the burden of proof to show that the itemobjected to is
I Nproper, unnecessary, Or excessive.

(c) The court may prescribe whether the notice of the
receiver's report is to be given by service on specific parties, by
publication, or by a conbination of those nethods.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.221. COURT-ORDERED AUDI T. The court may order an audit
of the books and records of the receiver that relate to the
receivership. A report of an audit ordered under this section shal
be filed with the court. The receiver shall make the books and
records relating to the receivership available to the auditor as
required by the court order. The receiver shall pay the expenses of

Statute text rendered on: 10/6/2023 - 236 -



FI NANCE CODE

an audit ordered under this section as an adm nistrative expense.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.222. SAFE DEPCSI TS AND OTHER BAI LMENTS. (a) A
contract between the bank and anot her person for bail nment, of deposit
for hire, or for |ease of a safe, vault, or box ceases on the date
specified for renpoval of property in the notices that were published
and nailed or a |ater date approved by the receiver or the court. A
person who has paid rental or storage charges for a period extending
beyond t he date designated for renoval of property has a claim
agai nst the bank estate for a refund of the unearned anount paid.

(b) If the property is not renoved by the date the contract
ceases, the receiver shall inventory the property. In naking the
inventory the receiver may open a safe, vault, or box, or any
package, parcel, or receptacle, in the custody or possession of the
receiver. The property shall be marked to identify, to the extent
possible, its ower or the person who left it with the bank. After
all property belonging to others that is in the receiver's custody
and control has been inventoried, the receiver shall conpile a nmaster
l[ist that is divided for each office of the bank that received
property that remains unclainmed. The receiver shall publish, in a
newspaper of general circulation in each community in which the bank
had an office that received property that remains unclainmed, the |ist
and the nanes of the owners of the property as shown in the bank's
records. The published notice nust specify a procedure for claimng
the property unless the court, on application of the receiver,
approves an alternate procedure.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.223. FIDUCI ARY ACTIVITIES. (a) As soon after
begi nning the receivership proceeding as is practicable, the receiver
shal | :
(1) termnate all fiduciary positions the bank hol ds;
(2) surrender all property held by the bank as a fiduciary;
and
(3) settle the bank's fiduciary accounts.
(b) The receiver shall release all segregated and identifiable
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fiduciary property held by the bank to successor fiduciaries.

(c) Wth the approval of the court, the receiver may sell the
admnistration of all or substantially all remaining fiduciary
accounts to one or nore successor fiduciaries on ternms that appear to
be in the best interests of the bank's estate and the persons
interested in the fiduciary accounts.

(d) If commngled fiduciary noney held by the bank as trustee
is insufficient to satisfy all fiduciary clainms to the conm ngl ed
nmoney, the receiver shall distribute comm ngled noney pro rata to al
fiduciary claimants of comm ngl ed noney based on their proportionate
interests after paynment of adm nistrative expenses related solely to
the fiduciary clainms. The fictional tracing rule does not apply. To
the extent of any unsatisfied fiduciary claimto comm ngl ed noney, a
claimant to conmingled trust noney is entitled to the sane priority
as a depositor of the bank.

(e) Subject to Subsection (d), if the bank has | ost fiduciary
noney or property through m sappropriation or otherw se, a clai mant
to the mssing fiduciary noney or property is entitled to the sane
priority as a depositor of the bank.

(f) The receiver may require a fiduciary claimant to file a
proof of claimif the records of the bank are insufficient to
identify the claimant's interest.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.224. DI SPOSITI ON AND MAI NTENANCE OF RECORDS. (a) On
approval by the court, the receiver may di spose of records of the
bank in liquidation that are obsol ete and unnecessary to the
continued adm ni stration of the receivership proceedi ng.

(b) The receiver may devise a nethod for the effective,
efficient, and econom cal mai ntenance of the records of the bank and
of the receiver's office. The nmethod may include maintaining those
records on any nedi um approved by the records nanagenent division of
the Texas State Library.

(c) To maintain the records of the |iquidated bank after the
closing of the receivership proceeding, the receiver may reserve
assets of an estate, deposit themin an account, and use them for
mai nt enance, storage, and di sposal of records in closed receivership
est at es.
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(d) Records of a liquidated bank are not government records for
any purpose, including Chapter 552, Government Code, but shall be
preserved and di sposed of as if they were records of the departnent
under Chapter 441, CGovernnent Code. Those records are confidenti al
as provided by:

(1) Subchapter D, Chapter 31;
(2) Section 59.006; and
(3) rules adopted under this subtitle.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997. Anended
by Acts 2001, 77th Leg., ch. 1420, Sec. 6.103(d), eff. Sept. 1, 2001.

Sec. 36.225. RECORDS ADM TTED. (a) A record of a bank in
I i quidation obtained by the receiver and held in the course of the
recei vership proceeding or a certified copy of the record under the
official seal of the receiver is admssible in evidence in all cases
wi t hout proof of correctness or other proof, except the certificate
of the receiver that the record was received fromthe custody of the
bank or found anong its effects.

(b) The receiver may certify the correctness of a record of the
receiver's office, including a record described by Subsection (a),
and may certify any fact contained in the record. The record shal
be received in evidence in all cases in which the original would be
evi dence.

(c) The original record or a certified copy of the record is
prima facie evidence of the facts it contains.

(d) A copy of an original record or another record that is
mai nt ai ned on a nedi um approved by the records nmanagenent division of
the Texas State Library, within the scope of this section, and
produced by the receiver or the receiver's authorized representative
under this section:

(1) has the sane effect as the original record; and
(2) may be used the sane as the original record in a
judicial or adm nistrative proceeding in this state.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.226. RESUMPTION OF BUSINESS. (a) A state bank cl osed
under Section 36.201 may not be reopened w thout the approval of the
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banki ng comm ssi oner unless a contest of |iquidation under Section
36.204 is finally resolved adversely to the banking conmm ssi oner and
the court authorizes the bank's reopening.

(b) The banki ng comm ssioner may place tenporary limts on the
right of withdrawals by or paynents to individual depositors and
creditors of a bank reopened under this section. The limts:

(1) nust apply equally to all unsecured depositors and
creditors;

(2) may not defer a withdrawal by or paynent to a secured
depositor or creditor without the person's witten consent; and

(3) may not postpone the right of full w thdrawal or
paynment of unsecured depositors or creditors for nore than 18 nonths
after the date that the bank reopens.

(c) As a depositor or creditor of a reopened bank, this state
or a political subdivision of this state nay agree to tenporary
limts that the banking comm ssioner places on paynments or
wi t hdr awal s.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

Sec. 36.227. ASSETS DI SCOVERED AFTER CLOSE OF RECEI VERSHI P.
(a) The banking comm ssioner shall report to the court discovery of
an asset having val ue that:

(1) the banking comm ssioner discovers after the
recei vership was closed by final order of the court; and

(2) was abandoned as worthless or unknown during the
recei vership.

(b) The court may reopen the receivership proceedi ng for
continued liquidation if the value of the asset justifies the
r eopeni ng.

(c) If the banking conm ssioner suspects that the information
may have been intentionally or fraudulently conceal ed, the banking
conmmi ssioner shall notify appropriate civil and crimnal authorities
to determ ne any applicable penalties.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.

SUBCHAPTER D. CLAI M5 AGAI NST RECEI VERSHI P ESTATE
Sec. 36.301. FILING CLAIM (a) This section applies only to a
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claimby a person, other than a sharehol der acting in that capacity,
who has a claimagainst a state bank in |iquidation, including a
claimant with a secured claimand a claimant under a fiduciary

rel ati onship who has been ordered by the receiver to file a proof of
cl ai m under Section 36.223.

(b) To receive paynent of a claim the person nust present

proof of the claimto the receiver:

(1) at a place specified by the receiver; and

(2) wthin the period specified by the receiver under
Section 36. 205.

(c) Aclaimthat is not filed within the period specified by
the receiver may not participate in a distribution of the assets by
the receiver, except that, subject to court approval, the receiver
may accept a claimfiled not |ater than the 180th day after the date
notice of the claimant's right to file a proof of claimis nailed to
t he cl ai mant.

(d) A claimaccepted and approved under Subsection (c) is
subordinate to an approved claimof a general creditor.

(e) Interest does not accrue on a claimafter the date the bank
is closed for |iquidation.

Acts 1997, 75th Leg., ch. 1008, Sec. 1, eff. Sept. 1, 1997.
Amended by:

Acts 2007, 80th Leg., RS., Ch. 237 (H. B. 1962), Sec. 59, eff.
Septenber 1, 2007.

Sec. 36.302. PROOF OF CLAIM (a) A proof of claimnmnust be in
writing, be signed by the clainmant, and include:

(1) a statenent of the claim

(2) a description of the consideration for the claim

(3) a statenment of whether collateral is held or a security
interest is asserted against the claimand, if so, a description of
the collateral or security interest;

(4) a statenent of any right of priority of paynment for the
claimor other specific right asserted by the clai mant;

(5) a statenent of whether a paynent has been made on the
claimand, if so, the anobunt and source of the paynent, to the extent
known by the clai mant;

(6) a statenment that the amount clained is justly owed by
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the bank in liquidation to the claimnt; and
(7) any other matter that is required by the court.

(b) The receiver nmay designate the formof the proof of claim
A proof of claimnust be filed under oath unless the oath is waived
by the receiver. A proof of claimfiled wi