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THE GENERAL ASSEMBLY OF PENNSYLVANIA 

SENATE BILL 
No. 644 Session of 

1 9 6 1 

INTHODUCED BY MESSHS. )CAHADY, STIEFEL AND 
DEVJ,IN, MAY 10, 1061. 

REFEHHED TO C0:.\1MIT1'EE ON JlAXIUNG, MAY 10, 1001. 

AH ACT 
To provide for the organization incorporation operation antl supnrvision 

-

of coopcratirn &n·i11gs an1l credit associations to he termed crc1lit 

unions desig11ati11g such credit unions as corporations and clc-

tining their powers and duties conferring certain powors 111111 

dutic~ on the Department of ]fanking arnl providing penalties 

Tltc General Assembly of the Commonwealth of Pennsylvania 

hnreby enacts as follows 

ExrIANAnoN-CAPITAL LETTERS lndicate new matter &dded to blll. Matter ~h 
Is to be omitted from bUl. 
Unden;oortng lndJcates new ma.tter added to ext.sting la.w. [Bre.cket.s) lndlca.te ma.tta 
stricken from enstlng la.w. 
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Section 1 ~hort Title This net shall ho known and may be cited 

as the "Credit Union Act" 

Sl)ction 2 Detiuitiou and Purpose The knn "crcclit unionH as used 

in this nd mC'ans a c-0opcrath·c ns.sociation incorporated undc.r this act 

or under the act of )lay 2G rn;33 (P L lO'iG) its amcrnlmcnts arnl 

supp1emc1its for tlic purpose of promoting thrift among its mcm1Jcr:S 

ancl erentiug a source of eredit for stwh nwmlJf'.rs at reasonable rates of 

iutercst for provident pnq){)scs 

Section :l J(cthrnl of lnC'oq)oratinn A A credit union may he forme~l 

pur.rn:mt to the pro\'isions o{ this act h;v SC'ven or more ineorporntors 

Sm·h iueorporntors shall lie 11atural pm·:rnlls of full age who arc rcsi1lents 

of this Commonwealth a!Hl who l1avc a ('-Ommon bond of asrnciation as 

provi<lC'cl in H'ctiou G of this n<'t 

B Articles of incorporation sh:l.11 110 sig11cd by earh of the in-

<'Orporators aJl(l :wk11owlcclgrll h~· at 1ea$t rnwn of them before an.v 

offirf'.r :mthoriz<'d to taakc nc·knowlr(lg111C'11b:; within t11is CommonwNilth 

'fhc articlrs of inco11loration shall set forth 

( 1) The 11amc of tl1c proposccl C'l'<'<lit nu ion which shall C'ontain 

t hC' mw<ls "cr<'dit union" 
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(2) The class of services to be perfonneJ by the credit union wl1icli 

snniecs shall be within the scope of activities of such aggocintions as 

set forth in this act 

(3) The principal place where its business is to be tr:m&'\ctcd whicli 

shall be ''lithin this Commonwealth 

('1) The term for 'Yhich it is to exist which may be i1erpetual 

(5) The par value of its shares which par value shall not exceed 

ten dollars ($10) for each share 

(6) Tho 1rnmes and post oflice rulJrcsscs of t110 incorporators nnd 

the number of sliarc.s suLscribed by each 

(7) The names and 1·<'-<:idcnces of each of tlic first directors not 

less than five in number who sl1a1l serve until the first annual meeting 

of the credit union and the name :md residence of the trr..asurcr 

(8) The common bond of membership 

(9) Any provision not inconsistent with law which the incorporntors 

may choose to imcrt for the regulation of the businr.s.s :uul the internal 

affairs of the credit. union 

C The articles of incorporation and hvo copies of t11e proposed 

bylaws for the general governance of the credit union shall be prescnte<l 

to the Department of Ranking together with such reasonable fees as 
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1 shall b-0 established hy thn department for such examination and such 

t investigation ns it 1~U\y <lccm ncccs..~ry to ascertain 

I (1) Whether tho diarnctor nnrl general fitness of the incorporators 

6 directors nnll thn trcnsurer nnmcd in tho nrtk·lcs of incorporation is 

I satisfactory 

• 
'I 
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(2) 'Vhcthcr the drnractcl' and number of tho group proposed to 

ho served nffortls rcnsonnhlo promise of sufficient support for tho cntcr-

1>riso so ns to mnke the cstnblisl1mcnt of tho proposed credit union 

economiealJy ndviSS\blc 

(3) 'Vl10thcr the incorporators directors nn<l group proposed to bo 

senC'1l ham a common Lonil of association as pro,·ided in section 6 of 

this net 

(4) "'hethor the proposed credit umon unduly encroaches upon 

the field of membership of any other credit union 

(5) \V11cthcr the applieatiou is in propc.r form and within tho pur­

pose of this act 

'Vithin sixty <lays after receipt of the articles the Department of 

Banking sliall upon the basis of the facts disclosed by the application 

and its investigation either approve or <lisapprove the articles 
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1 D 1£ it approves the articles it shall endorse its approval thereon 

2 and forward the articles to the Department of State The Department 

3 of State. shall upon the reeeipt of tho articles file tho !:lamo and issue 

I 
· 4 to the incorporators or their representative a certificate of incorporation 

5 Upon the issuance of the ce1·tificate of inc-0rporation tho corporate 

6 existence of the credit union shall begin The certificate of incorporation 

7 shall be conclusive cvi<lcnco of the fact that the credit union lias been 

·s incorporated 

.. 

9 E If the Department of Banking disapproves the. articles it shall 

10 return them to the incorporators stating in <lctail its reasons for doing so 

11 Section 4 Amendment of Articles The articles of incorporation may 

i2 be amended at any regular or special meeting of the credit union pro· 

13 vide<l written notice of the meeting and of the proposed amendment or 

14 amendments is furnished each member at least ten days prior to t.he 

15 meeting at which such amendment or amendments will be considered 

16 Amendments to the articles of incorporation must be approved by two· 

17 thirds of the members present at any meeting at which t.he amendments 

18 are considered and the proposei:l amendments shall be acted upon only 

19 in the event a quorum of the members as provided in the bylaws is 

20 present Articles of amendment shall be. filed with t.he Department of 
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1 Banking If the Ucp:utmcnt of Banking finds that the articles of amcnd-

2 mcnt conform to law it shall endorse its approval thereon all(l forward 

3 the articlr.s of amendment to tho Department of State Upon receipt of 

4 the RrtiC'Jcs of amendment the Department of State shall file the same 

~ and issue to the credit union a certifiratc of amcmdment 

6 The articJcs of amendment shall be signcll and verified by the 

7 })resident and secretary of the association nnd shall set forth 

8 (1) The name nml principal place of business of tho credit union 

9 (2) The amendment or amc1Hlmcnts as adopted by the members 

10 {3) The date of the meeting at which tho amendment or ameml-

11 ments was ~dopted 

12 (4) That notice of tho meeting at which tho am,mdmcnt or amend-

13 ments was considered was given to ('ach member as provided in this act 

14 {5) That at the meeting at which tho Amendment or amendments 

15 was considered a quorum of tho members was present as provided in 

16 the bylaws 

17 (6) That the amcmlmcnt or amendments was approved by two-thirds 

18 of the members then present 

19 Section 5 Powers A A credit muon shall have th~ following 

20 general powers 
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(1) To co1iti11uc as a corporation for the time spcdficd in its articles 

of incorporation subject to the power of the General Assembly under 

the Constitution of this Commonwealth 

(2) To maintain and dcfcml judicial proccc<lings in its corporate 

name 

(:3) To adopt aud use a corporate seal and alter the same at pleasure 

(4) To have and excrcirn all of the powers and means uecesMry 

to ctfcct the pnrposc or purposes for which tho crctlit union is organizell 

B A credit union shall have the following special powers 

(1) To n~ccive t11c savings of its members as payments on shares 

(2) To make loans to members for provident 01· productiYe purposes 

(:J) To make loans to any cooperative society or societies or other 

organization or Ol'ganizations which ham membership in the credit 

union 

(4) To make loans to members secured by mortgages which are 

th-st liens on improved l'cal property sitnate<l within this Common­

wealth the impro\'C'rneu t being an established dwelling house for not 

11101·0 than four families which is owned by the member of the credit 

union making tlie mortgage and occupied or to be occupied in whole 

or in pa1t by such member Such mortgages sLall not exceed seventy-
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l 
fho prr ccntmn of tho fah· market Ynlue of the property provided that 

2 
~hnr<'S o{ tho crt"1Ht union owned by tho mortg~gor may be assigned 

8 
or ph.•1lgr1l ns nt111ilionnl ~ollntcrnl security for the mortgage loan and 

iii rnch C\'('lll tho mortg11go }onn granted upon such property may be 

6 
in<'TC'Mi'cl hy tl10 witlttlmwnl \'nlno of tho additional pledged shares to 

• nn nmo1111t not to cxccc'1 n mnximum total mortgage loan of ninety per 

7 
cC'ntum of tl10 fair market value of such real property snd the credit 

8 
union inny rclcnso tlii3 ndditional collateral whene,·er the mortgage 

loan meets oll of tho requirements of this act and could bo made legally 

10 
nt the fimc of rclcnse witJ1ont the requirement of additional collateral 

11 
:Mortgage lonns shall be amortized bJ approximatel,v equal payments 

sufficil•nt in rimount to pay all interest and effect foll repayment of 
1i 

13 
priuripal within n period not in excess of twenty years Mortgage loans 

14 
on any one property shall not exceed twenty thousand dollars ($20,000) 

15 
or five per ccntum of the paid-in eapitnl of the credit union whichever 

16 
is lesser The aggregate total of mortgage loans shall not exceed twenty-

17 
fi\'e per ccntum of the i)ai<l-in capital of the credit union The provisions 

18 
of this clause shall not be construed to apply to any mortgage loan 

19 owed to tho credit union upon the effective date of this act or to the 
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readjustmeut or refinancing of any snch inortgllge lolln nor to a pur-

charn money mortgage taken li~· the crC'tlit union npon real estate owned 

by it 

'Vithont r<'gard to tho limitations ns to tl10 amount and tc1111 of 

any mortgage loan or the aggrC"gate amount of all mortgage loans set 

forth in this clause a credit union may grant nny mortgage loan which 

is insure~ or guaranteed in whole or in part by t11c United States or 

any instrumentality thereof or if there is n commitment to so insuro 

or guarantee 

(5) To make loans to other credit unions or Federal credit unions 

loeated within this CommonwC'alth provided that the tcnn of such 

loans shall not exceed one year and the aggregate amount outstanding 

on all such loans shall not exceed ten pc1· eC'ntum of the paid-in capital 

of the lending credit union 

(G) To deposit its funds in Stntc banks Lank and tn1st companies 

16 savings banks or national banking associations lo{'atcd in the Common· 

17 wealth of Penn::.ylvania 

18 (7) To i11Yest its funds in the following investments 

19 (n) Ilon<ls or other interest-bearing obligations of the United 

20 States or those for the payment of the principal and interest on which 
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the foitl1 1rnd credit of the U11itcd States arc Jllcdgc1l 

(h) Bowls or othC't' intcl'C'st-Lcal'iug obligations of the Common­

wealth of Pc1111::1ylrn11ia or au~· county cit,,· Lorough township iiicorpo­

rakcl town 01· s1•houl c1istrid thereof or an Authority wl1ich has been 

created ns a bo1ly corporntc ruul politic under any law of this Common­

wealth 

(c) Shares of any buildi11~ and loan or sayings and loan association 

organil.cd urnlcr tlic lnws of this Commonwealth or of any .Fcdcnil 

~avings anti loan association to the extent to which tho withdrawal 

or rC'pUrC'hasc vnl11c of :melt shares is insured hy tho ~'cdcral Savings 

mul I.flan fosm'l\lll'O Corporation pursuant to the provisions of t110 

12. :Xationnl Homin~ Ad its nmemlments and supplements heretofore 01· 

13; hC'rcaftcr cnRctctl· 

14 (ti) Bonds nncl noks of the Pcunsykania lfonsi11g .Agcnc_y created 

15· hy the nd of Dct('mhc1· :J HHHl (P T, 11388) known as the "Housing 

16' ..Agency r~nw'' 

17 The provisions of tllis dirnsc shall not apply to any investments 

18 lawfully owned by a crcrlit union· upon the cffectirn date of this act 

j9; (8) To bo'rrow money subject to tho limitations· hereinafter set 

~ forth 
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l (0) 'l'o make amcntl alter a11d 1 rt'pcal by1nws not i11comisk1il with 

2; law for the regulation of its affairs and the condtict and mnnl\gcmcnt 

8· of the credit union Immediately upon the adoption of tho bylnws or 

' 
6 
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any· additions thereto or any alteration amendmcnt or repeal thereof 

notice of such fact an<l a copy of such bylaws or such alteration amend· 

mcnt or ropcal shall forthwith be sent to the Department of Bankhlg 

The ])epartmcnt of B:mkiug slrnll within sixty days nf tcr receipt 

thereof have the power to disapprove for any reasonable cause stated 

in writing any such hylaw or any such alteration amcndmont or repeal 

thereof but tho bylaw alteration amcnclmcnt or repeal shall' bo effective 

u'ntil the department <foappro\·cs it and gives notice thereof to the: 

ci·edit· union 

{10) To hoM purchase mortgage alter improve ancl sell such real 

property and furniture and fixtures to be used therein as the purpose3 

15 of the credit union require aurl which the credit union occupies or 

16 intern.ls to occupy for tho transa-otion of its business or Ila1·tly so oc-

17 cupics and partly leases to others provided that the cost at the time 

18 of acquisition of s1ieh real property aud :furniture and fixtmes therein 

19 . shaU not exceed. in the aggregate fifty per centmn of the unimpaired 
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1 i:11rpJ11s nurl u111Ji\'idcd profits of the credit uuion or five per \!Cntum 

2 of its m1impnirccl capital up to one million dollars ($1,000,000) pins 

3 tl1rce per cc11ltm1 of its capital over one millio1i dollars ($1,000,000) 

4 wl1klion•r is grcntcr except with tho prior written approval of the 

5 l><'pnrlmr11t of Banking 

6 (l 1) 'fo purclinso group insurance nt reasonable rates on the live3 

7 or its mcmb<'rs in nu an1ount not to exceed the respective shares bal-

8 n11rrs of suclt nt('mbcrs 

9 Sect ion 6 ~fcmbcrship Credit union organizations ~hnll be limited 

10 ti) groups ha\'iug a potential membership of 0110 hundred or more adult" 

11 pNso11s nnd n common bond of association within a well defined com-

12 muuity or rural district by reason of occupation or of litembership in 

13 n rcligiou~ co11gr<.'gation or fraternal or labor organization The member-

14 sl1ip of n credit union shall be limited to and consist of the incorpo-

15 rntors of the credit union and such other persons having the common 

16 boml of association set forth in the bylaws as have been duly admitted 

17 m1:mbers have paid the entrance fee as provided fo the bylaws have 

18 subscribed for one or more shares and have paid the initial installment 

19 thereon Organizations composed principally of the same general group 

20 as tl1e credit union membership may be members Employes of credit 
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unions may be members of SUC'h credit unions but no such cmploycs 

Ehall be permitted to vote or ]\oh! office Persons who nro mcmbcra 

of the immediate family of a mC'mbcr of tho crc<lit union an<l who 

share the Eamo domicile with n member may bo elected to membership 

bnt may not hold office 

Shares may be is~ucd in trust for or in joint tomrncy with tho 

right of survivorship with any person designate<! hy tho credit union 

member but no joint tenant or bcncficinry of a trust shnll ho pcnnittcd 

to voto obtain a loan or hold oflico unless 110 is within tJ10 flolil of 

mcmbcrsl1ip and is a qualified mcmbcl' in his own right 

Section 7 Reports and Exnminntion C1·etlit uni1ms shnll be 1111t1cr 

the supervision of tho Department of Bankiug of tho Co111monw('1\lth 

Tho Department of Banking is hcl'Oby 1mlhori7.c1l anil ompoworcc) to 

issue general rules and regulations and specific or1lor~ foa· tJ10 111·otcc· 

tion of members of credit unions for insming tho cornluct of tho Lusi· 

ness of credit unions on a safe and soun<l basis nwl for tho ofTccti\'O 

enforcement of this act Credit unions shall report to tho Dcpnrtmcnt 

of Banking as of ten as may be required by. it and at least annually on 

blauks supplied by the department for that purpo:;c Supplomcntnry 

20 reports may be required by the department from time to limo Credit 
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1 unions shaH be cx::nnined r.s often -as may be rcquil'ell by the depart-

2 mC'nt and at least aumrnlly and the department 1irny use snch other 

.8 met hotls of a&5nring .itself of the co111lition of the credit uqions ns it 

·' sha1l 1kcm ndvirnblc Tho cost of all s11cl1 examinations and inspections 

-... -.. 
- - ~ 

_-, 

~hall be paid liy the creclit union A credit union slinll nho pay m1-

.6 mrnlly its proportionate share of the ovcrhca<l ex1ieu::o of the Depart-

7 mcnt of Ilaukillg 11ctcrminc'1 by general rule or rogulation of the <le-

8 .pa1·tmont }'or failure to file reports when clue unless excused for causo 

9 a crc1lit union sha11 pa~· to tJ1c Dcparlmcnt of Uanki11g five dollnrg ($5) 

10 for e:wh day of its delinquency 

11 If tho department determines that a credit union (i) is violating 

12 any of the provisions of this ::wt or any rule or rC'gnlation of tho de-

13 partmont issued un<lor and within the nuthority of this act (ii) is cow 

14 ducting its businc~ in nn unsafe manner (iii) is in an unsafe and 

15 unsound comlition to tran~'lct its .business or (iv) is insolvent the de-

16 ·partmc11t may scn·e .written notice of its intention t-0 take possession 

17 .of .the credit union If tlie condition continues for a period of fifteen 

18 days after the giving of such notice :the. department may in its cliscre-

19 tion take possession of the businc~s ~ud property of the credit union 
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1 nllll retain 110.s.;:e,:;;sion until t'lli:h time ns the condition 1nc1licating 

2 such ::tC'tion is remc1licd or until tlic nffnirs of the credit union aro 

8 fiirnlly 1iqui1latc1l The tlcpartmeut lilt\\' tnkc similnr action if any report 

4 is uot filctl within a period of Hftr<>n 1la:;·s nftcr it is 1lno 
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.Any person nggricvcd Ly the nction of the Department of Bank-

mg in takillg po:-srssion of n crc(lif 1111io11 may within forty·fh'c days 

hut uot thcreaftc1· nppc:il to tho Dn11pl1in County Court whcrnupou 

the rnattc1· s11nll be :-cl tlown for hcnri11g tic uovo 

Section 8 Fiscal Y<'ar Tl1c fls(.•al y<>ar of all crc•lit unions sl1nll 

C'11<l 011 December thirt.r-flrst of c•aeh :i·ear 

Sel'lion fl °)i[cctings The nnmin1 mcC'ling ~linll he hcltt nt tltc timo 

place arnl in the manner indicated in the hy1aws Sp<'cial meetings may 

also be held in the manner proYi1lc<l in the bylaws At all meetings a 

member shall ha,·c bnt one vote irrespective of his shareholdings There 

shall he no voting Ly proxy hut any rnemhrr other than a natural 

person may cast its vote thrnugh :m agent clnly drlC'gated and appointed 

agent in writing 

Section 10 Elections At the organization meeting and at all sub-

~cqncmt annual meetings the credit union shall elect a board of directors 

of not le~s than five members a credit committee of not less than three 
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1 members and a supervisory· committee of three members all to hold 

2 otlice for such terms r<:specth·ely as the bylaws provide and until sue· 

3 cessors are duly qualified A. mc1~1ber shall not serve on more tha.n one 

4 of the committees Not more than one member of the board who shall 

5 not bo the trcasul'er or an assistant treasurer may sene as a member 

6 of the supervisory committee or of the credit committee A statem.cnt 

7 in writing of the names and addresses of tho members of the board 

8 auc.l the committees and the officers shall be filed ·with tho Department 

9 of Banking within ten days after their election and qualification For 

10 f ailnrc to £lo such statements when due unless excused for cause tho 

11 credit union shall pay to the Department of Banking fh·e dollars ($5) 

12 for each day of its delinquency 

13 Section 11 Bylaws The original bylaws of a credit union shall be 

14 nr1optc1l by tho incorporators of tho credit union and copies thereof 

15 ~hall be transmitted to the department along with tho articles -0£ in-

16 corporation as provided heretofore in this act Thereafter bylaws shall · 

17 be adopted altered amended or repealed by the majority of tho share~ -

18 holders at any annual or special meeting of tl1e credit union if notice 

19 thereof is ginn in accor,lance with tlie bylaws at which a quorum of 

20 the members as provided in the bylaws is present 
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1 Section 12 Directors and OfHccrs A .At tho first mcctiug the 

-
2 directors shall elect from their own number n president ono or more 

3 vice presidents a treasurer and a secretary The same individual may 

4 be both treasurer and secretary The directors may appoint one or more 

5 assistant treasurers 'l'lie rfocctors may appoint a mcmbersl1ip officer 

6 from among the members or the credit union other than the treasurer 

7 an assistant treasurer or a loan ofi1ccr to appro,·o applications for mem-

8 bcrsliip unclcr such conditions as the directors may prescribe except 

9 that such mcmbcrslilp ofiicer so authorized shall submit to the directors 

10 at <:>a<'h monthly meeting a list or approYccl or pending applications for 

,-, t ~ 11 mcmhcrship received since the previous monthly meeting together with 

12 other rniated information as the b:;l:lws or the board may require The 

11 directors sliall haYo general manngcmcnt of the affairs of the credit 

union arnl arc spccifi<'ally rcr111it·c<l 

11 (1) To a<'t on appJical ions for membership 

18 (2) To t1etem1i11c interc>st rntc:>~ on lonns 

17 (3) To fix the amount of the surely bond which shall be required_ 

18 of all officers aud cmploycs handling money which amount shall be not 

G-1-1-SW-2 
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lrss than the minimum schedule cstablishc1i Ly the Dcp:nhnl.'nt 1){ 

llanking 

(4) To declare tli,·itlends or n·com11w1ul 1livhlrmh as prnvi1le1l m 

the bylaws 

(5) To transmit or caurn to lie trnnsmittc1l to the mcmber5 all 

prDpo£ctl amendments to the bylaws 

(G} To fill vacandcs in tho board :md m the cre<lit committco 

until succe~sors arc duly cho~cn and qualified 

(7) To tlcknninc the maximum imlh·id11al i::haro holdings :mil 

subject to tho limitations contninc<l in this act the maximum i111li\'i1lual 

lonn 'vhich cnn Le m1ule with or without fCcnrity 

(8) To }uwc charge. of inl"cstmrnts mortgage loans an<l loans lo 

other credit unions and :Federal credit unions but not loans to mcml>crs 

which arc undc-r the supcn·ision of the Nctlit committee as providctl 

hcrcinaf ter 

(9) To fix the amount of cornpemation of directors otHt.'ers com-

17 
mitt cc· nl.cmbers the loan ofticcr antl cmploycs aml 

18 (10) To authorize an inter{"5t refund to members of record at the 

19 dose of business on lkcemhcr thirty-first in proportion to the interest 

20 paid by each borrower during that year except that no interest 
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1 l'efun<l may Lo nuthorizc,1 uu(c,;s a share tliYitlend of not less than 

2 three JlCr. ccntmn ha=s Leen dcdarcd from the c:nniugs of tho last pre· 

3 ceding year 

4 B Uuth~ of tho oflicc1·~ slinll Lo as detenuine<l by tho bylaws A 

5 member of tho boiml o{ 11il·cctor5 nml members of the credit committee 

6 anu the supcnisory committco mny bo compematctl if the credit union 

7 paid a dividend of not }c3s thnn lhrco per ccutum from the earnings 

8 of the lost prcccdin~ JCl\l' proridctl thnt tho Department of Banking 

9 may probiLit or rcgulato tho payment of compensation of directors 

10 committee members a1ul olliccrs cxdusi\'C of tho treasurer if it deems 

11 such cornpcmation exccssirn or if in its opinion the financial condition 

12 of tho credit uuion is not sn<'l1 as to warrant the payment of such 

18 compensation 

1' Section 13 Orctlit Committee Tho credit committee shall have the 

16 supen·ision of nll lo;urn to members otl1cr than mortgage lonns and 

16 loans to other rre1lit unions nml }'e(lcrnl credit unions Applications 

17 for loaus sllllll be in writing on a form prepared for that purpose by 

18 tho Cl"C11it committee m11l all appliratious sliall set forth the purpose 

19 for which the loan is desired the security if any offered and such other 

:kl data as may be required Within the meaning of this section a pledgo 
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of shares in the credit union or the endorsement of a note ma.v bo 

deemed security At least a majority of the n1rmbers of the credit com· 

mitlco shall pass on all loans aml no loan shall be approyed unless it 

is approved unanimously by the members of the credit committco 

present prodded tliat the credit committee may with tho approval o{ 

the board of directors authorize one of its members acting individually 

to approve on behalf of the committee only loans which are fully 

secured by the pledge of shares The credit committee shall meet as 

often as may be necessary after due notice to cnch member 

Section 14 Supervisory Committee The duties of the supcnisory 

committee shall be as follows 

(a) To make an examination of the affairs of the credit union at 

least quarterly including an audit of its books and in the event the com­

mittee feels such action to be necessary it shall call tho members of 

the credit union together thereafter and submit its report to them 

(b) To make an annual audit and report and submit it at the 

annual meeting of the members of the credit union 

(c) By unanimous Yote if it deems such action to be necess.'lry to 

the proper conduct of the affairs of the credit union to suspend any 

<;iffic~r director or m.ember of a,ny commi~tee other than the supervisory 
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1 committee In such event the committee shall call the members of tho 
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credit union together within ten clays of tho suspension to act on such 

suspension The members at the meeting called for this purpose may 

sustain such suspension or rcmO\'c such person from office or may re· 

instato st1ch person 

(d) By majority vote the supervisory committee may c.all a special 

meeting of the members to consider nny matter submitted to it by the 

committee The committee shall fill vacancies in its own membership 

(e) Whenever tho supen·isory committee fails to make the exam· 

inations reports and audits as provided in clauses (a) and (b) of this 

section· the board of directors shall i·emove from office tho members 

of tl1e supervisory committee and appoint a new committee to make 

such examinations and audits or the board may employ the services 

of a public accountant to mhko such examinations and audits The 

charges for tho services of such 1mblic accountants shall be paid by tho 

Cl'c<lit union If the board of directors under such circumstances fails 

or refuses to act the Department of Bauking may remoye the members 

of the supervisory committee and issue an order on the board of direc­

tors requiring such examinations and am.lits to be made by a publio 

aceou·nt:mt at the expense of the credit union 
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1 Section 15 Capital 'Tho capital of a credit union shall consist of 

2 the payments that 11avo been mado to it b.r the members thereof on 

3 sluucs Tho credit union shall have an automatic Hen -011 tho slrnres of 

4 a member for any sum duo it from snch mC'mbcr or for any loan en-

5 dorsed by him Shnres of a credit union slrnll be tmnsferablo only to 

6 other members of the credit union 

7 Section 10 Joint Accounts A \\'hcncvcr shares of a credit \lnion 

8 shall be issued in the names of two or moro persons the credit uuion 

9 shall not pay any dividends or earnings thereon or tl10 rcpurc11aso. value 

10 thereof except upon proper receipt acquittance or other action as tho 

11 case may be of all of such persons unless at the timo of subscribing 

12 to the shares or at a subsequent time all the parties agree to a different 

13 arrangement and give the credit union written notka thereof 

14 B ·whenever any share accounts of a credit union shall be issued 

15 in the names of two 01· more persons and such sham accounts slinll haYe 

16 been subscribed for under an arrangement with the credit union where-

17 by the dividends thereon or tho repurchase value ther<lOf may be paid 

18 upon receipt acquittance or other action as the case may be of either 

19 or any of such .persons the credit uni<in may pay such di~idends or 

20 repurchase yalue upon such 1·eceipt acquittance or other action as tho 
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1 l'il:l.C nm)· be of either Qr any of such pcr~ons pursuant to the arrange· 

2 ment provided for in this section notwithstanding the foct that one or 

a more of the other persons may bB dead and the credit union has notice 

4 thereof 

5 C This section shall not be construed to affect shal'C accounts in the 

6 names of R husband and his wifo 

'I Section 17 Shares Held in the X amc of a :Minor or as 1'rnstco 

8 A S11arcs lllU)' be issued and payments on subscdLcd shares r<>.cei\"ed in 

9 the name of a minor or in trust in such manner as the bylaws may provide 

10 H Whencn'r sharC's of a credit union shnll be issued in tha namo 

11 of any minor not lcss than twelve ycai·s of age the credit union may 

12 pa,:;· the dh·idcmls or earnings there.on ns well as the withdrawal value 

13 of rnl'h shares to sn<"h minor without the assent of ltis parent or guardian 

14 The receipt acquittnncc or other action rcqniretl by tho credit union 

15 to he takcm by tho minor shall be binding upon such minor with like 

16 cffc<~t ns if such minor were of full ngc :m(l shall be a ,_·;tlid release to 

/, 

17 the ere1lit union The parent or gu:mlian of such mino/;lrnll not in his 

18 capacity as 1>arcnt or guardian haYc the power to attach or in any 

19 mamH>.r transfer any shares issued to or in the 11arne of such minor 

20 0 " 1henonr shares of a credit union shall be issued to any persoi1 
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1 describing himself in subscribing for such shares as tmstco for any 

2 1icrson or persons and no other notice o! tho C' .. '{istcnec autl tcnns of a 

8 valid trust tlrnn such dcsciiption shall have been given to the credit 

' union tl1c dividends or earnings on such shares as well as the wit.hdrnwal 

& rnluu of sueh shares shall in the event of the death of tho person so 

8 drscriLed as trustee Le paid to the person or persons for whose benefit 

7 the sliarcs were stated to have Ileen subscribed if nt the time of payment 

8 such b('neficinry is O\'cr sixteen years of ngc Payment may ho made to 

I :my sud1 1.x>nC'Jlciary who is not less than sixteen y('nrs of ago under 

10 the same conditions as if such shnrcs hncl been originnlly subscribed for 

11 hy him If there arc two or more hrneficinl'ics rnunctl on :rny such sl1arc3 

11 the crcclit m1ion shall in the. absence of written notice to tho contral'y 

13 mak(' payment to surh of the hcnefi<>inrirs ns m:iy snrviYc tho trustee 

14 in equal portions The rC'cc·ipt or n~quittrmco of nny such bennflciary 

15 or beneficiaries fo1· payments mndc in necordnnce with this section ~hall 

16 he a full complete nn1l vnlid r<>lrnre of tho NC<lit 11nion from any 

17 further liability for the amounts so pnid 

18 Section 18 Entrance Fees A credit union may chnrgo au cntmnce 

19 fee of an amount not in cx<'<'.Ss of one dollar ($1) as may be provided 

20 by the bylaws 
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Section H) Hates and Fines Inl<:>rC'st rates on loans nuulo by a 

crC'dit u11ion to its members s1iall not exceed tl10 rate of six per centum 

pnr :rnnmn whrn 11iscountr<l <m lonus wliich arc repayable in equal in­

stallments or tho rate of twelve pC'r crutmn per annum when calculated 

on the unpaid principal balances On a discounted loan which is prepaid 

h.'' <'a:>h renewal or otherwise at any tunn prior to maturity the credit 

union sliall refund to tho borrower tl1e amount of uncamed interest 

or discount calcnlnted at the original contract rate on tho total amount 

of full insta11ments to bcC'omn clue for tho term of all subsequent full 

installment \H'riods proYiJed tho credit union shall not he required to 

rofmul any such unearned interest or discount when the amount due 

cornputrd as herein provided is less than one dollar ($1) For :failure to 

pay all installment or installments on a discounted loan when due a 

Hnc> mny be charged which shall in no case exceed one-fourth of one per 

centum fo1· each week of ddinquency on the amount in arrears except 

that n minimum flue of five cents may be charged 'Vhen interest is 

{'nlcnh\tc\l on the unpaid principal balances it shall be computed for the 

nctunl nmnbc>.r of <lays which haYe elapsed at the time of payment 

No othel' charges or fines shall be collected otlier than feeJ to public 

oflkinls nntl reasonable fees of attorneys and outside collectors or out-
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1 side collcctiou ng<'Jtcirs proriilril tl1c nggrC'gatc of such fees docs not 

2 exceed twenty per ccntum of the outstnmling Joan balance The taking 

S rccch·ing 1·(\~cn-i11g or chargi11g intNC'$t greater than nllowr.11 by this 

4 section shall he ckemcd a forfeitmc of the entire interest on the loan 

5 exc<lpt when such ovcrchnrgc is the result of a clnrical error in compu· 

6 t~tion In case the greater interest has been paid tho borrower may 

7 within six months after paJmm1t rcco\'cr :from tho credit union the 

8 entire amount of interest paitl except when sud1 O\'ercliargc is tho result 

9 of a clc.rical error in compntntion in which l'l\SO only tho excess int('.I'est 

10 paid may be recovered 

11 Section 20 Power to Bol'l'tH\' A credit union may borrow from any 

12 source a snm not l'Xl'CCtli11g- tiffy 11cr l'C'J1tu111 of its capital surplus antl 

13 m11fo·i<led profits for the 1nupMc of mecti11g the dt'm:w1l for loans to 

14 memLcrs or fot· the pmposo of meeting 1lcmands for share withdrawa)s 

15 1irovided that a crc1lit union shall not borrow for the purpose of rnah-ing 

16 inn•stmcnts authorize(! by H'ction 5 dau~c (7) of this act 

17 Section 21 T.oaus A cretlit union may mako loans to its members 

18 ouly J.oans must lm for a pmvose deemed by the credit committee to 

19 be pnwitlC'nt or for pro1luctivc purposes anti must be made subject to 

20 t1w conditions contained in the bylaws A borrower may repay his loan 
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in whole or in part any day the on-ice of the credit u~1ion is open for 

Lmizw.~ A director officer or mcmLcr of ~my committee may only bor­

row from the credit union in which he holds office an amount not cxccc{l-

ing his total sharchohlings plus the total shares of any other member 

free and unplcdged which ·arc pledged to secure the loans of sudt dircc· 

tor ofliccr or committee member No director officer or member of any 

committee may endorse a loan grantCJ:l by the credit union in which ho 

11olds office 

8<'diou 22 ll<'scn·<'s AH entrnnc<'. fees coJlcctc<l and twenty ver 

CC'lltmn of the annual net C<H'lllngs shall be set aside as a l't'SCll'YO ·fond 

'Vhcn the i·esr.t'\"C fmul equals ten 11cr ccntum of the (•apitnl of the 

<~rcdit union or ten per ccntum of the total amount outstan1ling in loans 

to mcmlJcr~ whidievcr is larger the credit union may with wdttcm 

apprnrnl of the Dcpartmcmt of J~ankiug i·cdnrc the amount annually 

eet asirle from net earnings to ten per ccntum "'hen the 1·cscnc fund 

equals fw<.'nty per ccnhun of the capital or tw<'J1ty per ccntum of tlie 

amount outstmuling in loans to members wliirhcvcr is larger the credit 

union may with written approval of the Department of Banking tli~on­

tinuc increasing the r<'..SCl'\'C fund The reserve fund thus cstabJishcJ 

~lzall not Le 1oancd out to members and sliaH be deposited in a bank 
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1 nccount or inHstcd in such investments ns nre authorized by section 

2 5 B clause (7) of this act Tho re.scl'\'c fund shall belong to the credit 

a union mlll shall not be tHstriLukd except in l'RSO of liquidation The 

' board of directors shnII dccitlo tho lonns which nrc to he d1argcd off 

5 against the rcsNre foJHl pro\'iar,l thnt tho Dcparimcnt of Banking may 

S nt the time of cxnmiirntion of n erctlit union recommend for charge-off 

7 such loans whid1 in its opinion nre unsound which loans shall be charged 

8 ngainst the rc!'crro f untl within sixty tlnyt\ of tho receipt of such rccom-

9 n10mlation from tho Department of Ilrrnking Any nmount rel'eivrd from 

10 the repayment of n loan after it has been charged off against th<'. reserve 

11 fund shnll Le cr('(litcd hMk to said fund 

12 'l'hc dirc(1tors arc nuthorizc<l nftN the required rcsc~n·e has been 

13 inovitlecl for to make adllitional tnu1sfcrs from undivided profits to a 

14 <'ontingent. rc:;('r\"C for other anticipated lossc>;~ nncl expenses provided 

15 that. t110 memuers nt the Atmtrnl meeting may rctransfcr any part or all 

16 of snrh conting<mt rrseryc to the undiviclc>.J profit ac~ount 

17 Section 23 Dividends Tho 1liredors of a credit union or the mem-

18 lie> rs on recommendation of f he directors whichever the bylaws provide 

19 may cleelarc an 1mmrnl or semi-annual dividend from net earnings which 
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1 dividend shall be paid on all shares outst.andi11g at the end of tho fiscal 

2 year or semi-annual period thereof whichever tho bylaws provide ShnrC's 

I which become fully paid-up during tl10 year shall Lo entitled to a pro· 

' portional part of such dividend ('alculated from the first day of tho 

6 month following such payment in full The cquivnlcnt of tho par Yaluc 

6 of one share of stock slrnll be considered as a full paid sharo in tho 

7 ('.alcn1ation of dividends "\Yithin the discretion of the board of directors 

8 payments on all shares which are made ·within the first five days of a 

9 month may be entitled to di\'idends for tho fu11 month in which snch 
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payment is made Dividends may be added to the credit of tho mcmbc1s' 

share accounts paid in cash or partially credited to share acoounts and 

partiall_y vaid in cash at the option of tl1e board of directors 

Section 24 Expulsion and 'Yithclraw::tl A member may be cxpdkll 

hy a ,·otc of two-thirds of tlic members pr('.'lCnt at a regular or a spC'cinl 

meeting cal1ed to consider the matter at which a quorum as prodd<'ll 

m the bylaws is present but. only ::t!ter a hearing af tcr due notico to 

thu member of the time and place of the meeting and of the reason or 

reasons for such propo~ed expulsion Any member may withdraw from 

the credit union at an~· time but notice 0£ withdrawal may be rcquirell 

All amounts paid on slrnrcs of an expelled or withdrawing member with 
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nn~· 1Hdtle1111s :wt'n·Jlik1I tltl•rcto to t11e tfatc thereof shall as funds be­

co111r nrnila,1lc lllli] nflc·r tkihwting nll nmounts clue from the member 

to thP N•'1Ht 11nin11 Uf' pni1l to Mm 'l'he errdit union may require sixty 

11a~·s' 11oti<'u of intr11tio11 to witlitlraw ~lrnrcs " 1 itlalrawing or C'w"'pcllcd 

111e111t1l•r;o; ~h:1ll l1a\'l' no fmthl'r rig11ts in tl10 credit union but they ~hall 

uot h~· s1ll'h wil1Hlrnwn1 or <.'xpnhion Le released from any remaining 

linl1ility to tl10 t>rcclit u11io11 

Srction 2r. Cl1:rngn in Pineo of nu~iucss A NCdit union may clrnngc 

it~ plill'<'. of l111~i11rl'~ npon tltC' tllit1~ of n rcrtifi<':ttc'of such clrnngc with 

lht' l>1•p:nll111'11l of ~Into n111l tl1<' Dep:ntmcnt of llnnking 

~rl'I io11 211 X otirl" to )f rmhPr:- .\ 11 writ kn 11otic<' • ., required hy this 

llC'l lo hr gin•11 lo 1111•111l1rrs ~J1nll he tlclh·crcd in person to each member 

or mnil<'cl to <'{Wh 111rnnl1cr nt tho n'hlrcM for such member appearing on 

tlto reconl~ of the crc1lit union 

Sc..tio11 27 Com·n;-;ion A A cretlit union may be converted into a 

}'C<lc>ml <'rc,Jit 1111ion u111ler tho lnws of tho United Statc>~q by complying 

with the following requirements 

(1) '1'110 proposition for such co1wrrsion shaH first be approved 

b~· n majority vote of the 1lircctors of the cr£'1lit m1ion who shall also 
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1 ~ct a 1.latc for the ,·otc thC'l"con h~· the members Tim vote o{ the mem· 

2 hers ~Jwll he comluctrJ1 at a mccti11g hdd on ~ud1 date or by written 

8 hallot {Q he tilc{l on or he fore i-uch tln tc W rittC'n not ice o( the proposition 

°' _· and of the date set for the vote ~lrnH be given each rncmbc-..r uot lllOl'C 
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than thirty nor less than ten days prior to ~uch tlato .Approv11l of the 

proposition shalt be hy the afHnna\ivc vote of a majority of the mcmlH'.l'S 

in person or in writing 

(2) A statement of the result of the vote vcrifietl by tl10 nlfol:wits 

of the pre,,idcnt or ,·ice\ prl'sitlcnt mul the H'<'rctnry g]iall ho flletl with 

the Dcprntmcnt of Hanking within ten tla:vs nftC'r tl1c vote fa t11kcn 

(:l) Promptl,v nftn the vote is tnken nrnl in no C\'Cllt Jatc>r than 

ninct:r days tlw.r('aftcr if the propo.;;ition for com·c>r,;ion wns approved 

thl' <'l'C'tlit Hnion ~l1al} take rnch nction as rnny he 11c1·cssary m11lcr th" 

applicable lnws of the United Statl'.:- to make it a }'ctlcrnl rrc<lit nnion 

m11l within ten 1lnys nftcr rr.<'cipt 0£ tlw Fc1lcrnl credit union rlrnrter 

it :;}1all file a copy of the c11artcr tlrns i~sm:1l with the Depal'tment of 

State which shall fomish a copy thcrcof to the Department of Banking 

Upon such filing wi!l1 tl10 Department of State th(\ credit nnion shall 

110 longer be subject to any of the provisions of tl1is net 'l'hc sncrc.ssor 

Federal credit union wall be vested with all of the RSS{!fs and shall 
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1 ('Ontinuc r<.'.~ponsiblo for all of the obligations of the credit union thus 
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converted to the Mme l'xtcnt as though tho conversion had not taken 

1)lncc 

l~ ( l) A .Fc<lcrnl credit union organize<.l under tho laws of tl1c 

United Stat<.'s may be converted into n credit union subject to the 

1m)\·isions of this net by 

(n) Compl;i·ing with nU Fedor~.l requirements requisite to enabling 

it to convert to a credit m1ion or to cease beiug a Federal credit union 

(b) Filing w1th the Departmcmt of Banking proof of compliance 

with snch Fc<lcra\ requirements in form sntisfoctory to tlie Department 

(c) fili11g "ith the J)l'partmcmt of Banking artirles of com·crsion 

whfoh shall set forth 

(i) The proposed name of thn convcl'fe<l credit umon 

(ii) The cxnct location of tlie principal place of Lusiness of the 

l'l'Cclit union info wl1ich the }\1clcral e1·edit union plans to become con-

Yertcd 

(iii) The number 11amcs and addresses of the persons lo be the first 

directors of the conrnrtcd credit union 

(h·) All other statements required by this act to be set forth in 

01·iginal articles of incorporation m the case of the formation of a 
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cn·dit union in so far as sul'\1 information is applicable to n }'c.dcrnl 

crctlit union proposing to bccomo converted into a credit union 

(2) Immediately upon the receipt of tho uticlcs of conversion tl10 

Department of Banking shall conduct such n..xnmination ns may Lo 

deemed necessary to asr:c1·tain from the Lest sources of infornrntion at 

its comnrnnd 

(a) 'Yhcther the name of tl10 proposed creclit union conforms with 

the rc.quircmcnts of law for the name of a crc•Ht union nn•I wliothor it 

is tho same as one already adopted 01· resen·ctl by nnothcr corporntion 

or 11erson or is so similar thereto that it is likely to tnisleail tho public 

(L) Whether the conrnrsion is ma1lo for kgiti11rnto purposes 

(c) Whether the interests of members and crctlitors are ntlcquntcJy 

protected 

(d) Whether the proposed credit union meets all of the rcquit'c­

ments of this act and violates none of its prohibitions applicable to a 

credit union incorporated under this act 

(c) Whether tlie :Federal credit union has complied with the re.­

quirements of the laws of the United States as they relate to the con-

Y<'..rsiou of a Federal credit union into a credit union 

uH-SW--3 
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(!JI Wit 11 in i-ixty da.,·s after receipt of I he articles of com·crs1011 

the Drpar!mPnt of B:rnki11g shall 11po11 the ha~is of the facts disl'lo~cd 

liy its inn:•stigation <.'ither approve or (fotippron~ such articles If the 

1kparl111<:>11t nppnwes the nrti<·les it shall rcgi:;;tcr its apprornl thereon 

awl ~lin II forward t lw111 to the lJC'p:ntment of Stntc for fili11g f mmedi-

6 
atcly upon rcl'C'ipt of thC' app1·on.•il artick•s of co1n-cr~i;m tho Depart-
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meut of ~tale shall fj)p the arti-JJP." awl shall i&'nC to the crctlit wnon 

a ('Cl'tifiP:llC' of C'O!l\"Cl".51011 Tlw con ,.('t":'ion shall 1wcomc eff cct i vc 1111-

mec Ii at l' I y llJHlll s111•h l11i11f! :mtl the c· om· Pr t l'c l ('l'C'Jlit l\lllOll :-hall h:wo 

all the rigl1 ts pri rilcgcs imuumit ics nwl franchises of tltc Fct lorn l crc1li t 

1111ion c>xcc·pt tl1at it sh:ill 11ot thcreafh•.1· ncc111irc authority to P11gag(' in 

wlwn originally incorporah••l muler this act 

[f the Dcparhncnt of Hankiug di$approve~ the articles of con-

Yr.rsion it :<hall return t hcm to the Fcder:tl c1·cdit union desiring to 

become com·Ntecl into a ('rl'dit union stating in detail its reason~ for 

so doi11g 

Sc·c·tion 28 Yolnntar~· Dissolution A Any credit union may elect 

to lli5-.5okc ,·ohmtarily arnl win.I up its affairs in the manner hereinafter 

provided in this section Uowe.ver if it shall appear to the Depaxtment 
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of lfankiug upon an ox:unination (lf tho lmsincss assets and afTairs of t110 

crcllit union that its assets will probably be iusuflkicut to pay in fuH 

its mcmbN·s a11ll creditors it shalt take possession of tho business autl 

property of thr. credit union awl retain possession until its affairs arc 

filially liquiua tell 

B The procc(lnrc for \'oluutary clissolution shall he as follows 

(1) A plan of dissolution scttiug forth in detail the number of 

Jiqui,lati11g trustees which shall be one thr~c or five to he clt'.dc<l by tho 

members the amount of t11c bornl whirh ~11a1l ho snpplif'cl Ly each of 

the liquidating trustees 1rnd t1w. powers tlntics a111l compensation of such 

trustees shall b<' a1loptcd hy a yote of at least two-thit"<ls of all directors 

of the c1·cdit union 

(2) A meetin~ of the membership shall be ralled for tlw. purpose 

of acting on the p1Au of dissolution W'rittcn notice setting forth the 

date and pnt11ose of sneh meeting shnll be fnmishc<l each lllC'J11ber at 

least ten days prior to the date of the m<'cting The plan of dissolution 

shall be adopted upon the affim1ative vote. of a majority of the entire 

mC'mlx>r:;hip of the credit union in JH'rson or by written ballot 
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1 (3) Upon approval of the plat~ the members shall forthwith procccJ 

2 to C'led the mtmhe>.r of liquidating trustees provided for in the plau 

3 on 11issolntio11 If more thtm one liqui1htting trustee is to be elected 

4 cttd1 uMnhcr shall ha\'c the> right to multiply his Yofe by the number 

5 o( tnrslc.£>s to lie dcC'k(l :rnd ca~t tl1c whole nmnl>cr of such votes for 

6 f)Jlc t'll!Hli1lntc or tlistributc them among two or more candidates The 

7 <'A1J(1i1lntf's l'C"rt•h·ing tl1e Jiigl1l'st number of votes up to the number 0£ 
,, 

8 1iq11M11ting trnstl'rs to ho <'ho~cn shnll be elected 

9 (4) A <'ertiflrnto of C'lcction to dissolve signed and verified by at 

10 lrn~l two 1l11ly :mthorizt•1I offirers of the cretlit union shall be C'xecutCil 

11 01111 clcili\'C'rr1l lo tho Department of flanking The certificate e.hall set 

12 forth 

18 (a) The 1wmn of the t•rcdit union 

1' (h) The exact !oration of its place of business 

16 (c) The names arnl addresses of its officers ancl directors 

16 (d) Tho number of directors voting for and the number voting 

(. ! 

17 against the proposed plan of voluntary dissolution 

18 (c) The. total number of members and the number of members vot· 

19 iug for and the number Yofing again.st. the proposed plan of voluntary 

~ <lissolntion 
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1 (f) The 11:uncs nud ct<.Mrc.sws of· the proposed liquidnting trustee~ 

2 and tltc uumlicr of votcg rrt•cin•tl by C'.H'1·y cimdidatc for the tyJsitiou 

3 of liquidating trustro 

4c 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

(g) The nmount of the bontl required to Lo mp11licu Ly eaeh trustee 

(h) The signrd slafc>mout under oath or anirmation of each of the 

proposed liquid:-iting trustees thnt he is willing to serrn as liquidating 

trustee subject to tl1e provisions of t11i~ Mt awl to the terms of the pro· 

posed plan of ,·oluntary tHSEolution tlrnt he will s.o fnr as the duty de­

volvl'.g upon Jiim diligently nnd honestly liquidate the affairs of the 

n~socintion nml will not knowingly \'iolato or permit to be violated any 

of the provi~ions of this net 01· of tl10 propMctl p1nn of voluntary liqui· 

dation 

(i) 'fhe propO$C'<l plan of voluutary <lis.5olution 

(!!) Upon rrreipt of tho ccrtiflC'ate of l'lr<'tion to dissolve the De· 

pnl'tntr-Jtf of Hanking ~ltnll <'011clnct au examination or an investigation 

or fake ~ud1 other nction ag it tlc-Prns 11e<'cs.l1ary to 1letermine whether 

to a1)prove tl10 plnn of volnntnry tli$so1ution If the department deter· 

min<'s that thr. plrin of vohrntm·y dissolution does not prejudice the 

inte1·ests of mrmhers or creditors it s1iaU ewlorse its approval on the 

certificate of election to dissolve antl sentl it to the Department of State 
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1 for filing If the. Department of Uanking tfo:approvcs the phm it slu\11 

2 return the ccrliticatc to the crc1lit union stating in detail its reasons 

3 for 1loi11g so 

4 (G) Upon the filing by tho Department of State of the certificate 

5 of ('lcction to disrnh-e thP. Department of State shall furnish a copy 

6 -thereof to the Dqrnrtrncnt. of Banking and the credit union Upon such 

7 fili11g the credit ui1ion shall cca~e to tran:rnd its hnsiness <Uld the liquidat-

8 ing trnstcc or tmstcrs slrnll comnwnc<> tho liqnitiation of the assoriation 

9 The> liqni1lati11g tr1tstc0 or trustees slrnll t11l'l'rafkr ho nnthorizr•I to 

10 carry out in his ow11 irnmr or in theii· own nnm<'s ns liq11i1lnting tmstco 

11 or trnstc<'s of the assodation the powci·s granle•l to him or thrm hy 

12 the plan of ,·olnntiuy 11i:.so]ution an<l may sue and lrn snr1l for the Jl\11'· 

13 pose of dctcnnini11g niul e11forci11g tl1c tlcbts due the crc11it union n111l 

14 its obligations 

15 0 The liquidating trustee or trustee.s sha11 proceed in tho m:rnncr 

16 1n·ud1led h.)~ regulation of the Dcp;utment of Banking to gather the 

17 as.sets determine t11e liabilities and distribute the assc.ts of the credit 

18 union until its affairs arc fully atljustcd and wound up The liquidating 

19 trustee or trustees sl1all notify nll creditors and members appearing 

20 on the\ records of the assoeiation by notiec sent to or gh·cn at t11c address 
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1 Hj1pl·arn1g for s1wh 1.:reditor or llll'mlwr Oil the ret•onls or if 110 a1l.trc~'i 

2 11 ppt'a rs then! :1 t ll1e Inst known a1 ldn·ss of the 1.·rcditor or llll'lllUer of 

3 tl1t• :1111111111t wlii1:1i the rcconls show to lie. 1l11e sueh membc1· or creditor 

4: The li1p1iibti11g trusicc or trustcPs shall nlso mln•rtisc once a week for 

6 tlirc·.- <·011q•1·11lin~ m'eks i11 a llf'.w:-'paper of gcnernt circulation alld in 

6 a ll•gal llf'W:'paper if :m,Y i11 the rouuty in which the cn:•1lit union is lo-

7 <'alt·tl thnt tl1<" l'l'f'clir union is lirp1idnti11g pms1rnnt to a pl:rn of Yolunt:ny 

8 li1111iil:1lio11 Tl1C' a1h·Nli~r111e11t shall ~et forth n dith•. not less than 11i11cty 

9 cln,vs nft<.•1· tl1e elate of !he first p11hlishl'1l a1h-Nti!'1•ment Lefore wl1ich 

10 all t>rr11itor,.; or mrmhf'rs must presPJlt thcil' claims under oath or atllrma-

12 the rccor1ls of tl1c crc1lit union to lie due them Therr.aftcr all claims 

18 s11aH lie pernrnncnt1y harrcd .Any cfaim which is rejected or disallowed 

14 Ly tlw tmstec o>· trnstc-..cs slrnU be barred 1111Jc~s suit is instifotc<l thereon 

16 \\'itl1in ninct)· days aftcl' mniliug of the 11oti«e of re>jcction or 11isallowancc 

16 D The Department of Uanking shall continue to supel'Vise the 

17 crc1lit union in tllC' lrnntls of thr:. liqni11ating trnstcc or trustees until 

18 the liquidation is complete antl the affairs of ·the credit union arc fully 

19 rettled 
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Section 2!) Adn•rse Claims Xoticc to n crc•lit union of an ruln·rsc 

daim against shares standing in th<>. name of :my member shnll not 

'Le eff cctual to c.ause the credit union to rccogniT.o such mh·crso clnhn 

unless the adverse e1aimant shall procure either an attachment or iwopm· 

tcstrai11i11g order ngaiust tl1c c1·cllit union from n comt of <'-Ompctc-nt 

jmisdiction in a t·au~Q of ndion tl1crein inslilutcd hy Jiim w1terc.Jn tho 

member 01· his legal reprcsC'nt:l.tivc is nrnrlc n party in tho manner pro· 

Yidcd by law or unless he sl1nlJ cx<'.e11to to the cr<'1Jit union in form 

and with snrctiC's acccptahll' to it a l1on1l iwl<'11t11i(\'i11g tl10 err<lit union 

from any liability loss danrngrs costs 1rn1l C'xprmci.~ nrhi11g from tl10 

recognition of such a<h·crrn rlaim 

This sr.dion shall not Rppl~· in ony in~tnn<'O whoro tl10 por~nn in 

whose name the shares are held is n trnstco for su<'h n1lvor::o l 1lnimn11t 

and tl1c facts constituting such rclntiomliip ns woll n;; t110 fncts Fhowing 

reasonable cause of belief on the part of tho <-'lAimnnt thnt such trnstco 

is about to misappropriate tl1e shan's Rrc mn1lc to nppcnr hy nn r.fficli\\'it 

of such claimant 

Section 30 Restriction It shall be unlawful horeaftor for :my 

person association coparfnersl1ip or corporation <'-Xccpt corporations or­

ganized in accordance with the proYisions o{ this act to !\~sumo find use 
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1 the words-"rrcdit union" in their 11ame or title or to operate in the 

2 manner of a credit tmiou · Any per.son oopartncrship or corporation 

8 violating the provisions of this section slrnll be guilty of a misdemeanor 

' and shall be punishable by a fine which shall not be less than ten dollars 

I ($10) nor more than one thousai1d dolJars ($1000) or by imprisonment 

e for a periou which shall not be less than three months nor more than 

'1 two years or both in the discretion of the court Tho officers of a oor-

8 poration shall be liable to such punishment if the offense is oommitted 

I by a cor1)oration 

10 Section 31 Taxation A eredit union organized under this act shall 

11 be deemed an institution for savings and its asse.ts together with all 

U tlte a.ooumulations therein shall not be subjeet to taxation except as t-0 

13 real estate owned by it 'fhe shares of a credit union shall not be subject 

14 to a c41pital stock bonus tax or a stock transfer tax when issued by the 

15 corporation 

16 Section 32 Repeals The act of !fay 26 1933 (P I .. 1076) entitled 

17 "An act to provide for the organization inc-0rporation operation and 

18 supervision of cooperative savings and credit associations to be termed 

19 ercdit unions designating such credit unions as corporations and defining 

64:4-S\V-4 
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l their powers and duties confcrriHg certain powers and duties 011 the 

2 Department Qf Banking nml providing penalties" is repealed 

8 All other acts and parts of aots arc repealed in so far as they are 

. ' inconsistent herewith 

6 Section 33 Effcetivo Date This act shall take effect immediately 

We certify that thla bill ha.a p&Ned the Senate and the Rouee of 

Repreiientativea. 

• • I I I I I e I I il I I • I I I • I t t t I I I e I I t t I I I t I t I I t I 

I. 

t I t I I I I t I I I I t I I I I t t I t I I I I I I I I I t I I I I t I I I I 

President pro tempore, S~tie 

t II I I I I I I t I I I I I t I I I I I I I I t I I I I I e I I I I I I I t I I 

Speak&r, llouse of Repre.entatin1 

Approved 'l'he •••••••• d&y of ......••••••••••• , •••• A. D. 1981. 
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