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THE GENEML ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 644

INTRODUCED BY MESSRS. MAHADY, STIEFEL AND
DEVLIN, MAY 10, 1961.
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To provide for the organization incorporation operation and supervision
of cooperative sav_ings and credit associations to be termed eredit
unions designating such credit wnions as corporations and de-
fining their powers and duties conferring certain powers and
dutics on the Department of Banking and providing penalties

The General Assembly of the Commonwealth of Pennsylvania

hereby enacts as follows

EXFLANATION—CAPITAL LETTERS indicate new matter added to bl Matter strieken—threugh
is to be omitted from bl

Underscoring Indicates new matter added to existing law. [Breckets] indicate matter
stricken from existing law,
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‘Scetion 1 Short Title This act shall be known and may be cited
as the “Oredit Union Act”

Seetion 2 Definition and Purpose The term “credit union™ as used
in this act means a cooperative association incorporated under this act
or under the act of May 26 1933 (P’ L 1076) its amendments and
supplements for the purpose of promoting thrift among its members
and creating a source of credit for such members at reasonable rates of
interest for provident purposes

Seetion 3 Method of Incorporation A A credit union may be formed
pursuant to the provisions of this act by seven or more incorporators
Such incorporators shall he natural persons of full age who are residents

of this Commonwealth and who have a common bond of association as

provided in scetion 6 of this act

B Articles of incorporation shall be signed Ly cach of the in-

corporators and acknowledged by at least seven of them lefore any
officer authorized to taake acknowledgments within this Commonwealth
The articles of incorporation shall set forth

(D The name of the proposed eredit union which shall contain

the words “credit union”
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(2) The class of services to be performed by the eredit union which

sarvices shall be within the scope of activities of such associations as
set forth in this act

(3) The principal place where its business is to be transacted which
shall be within this Connnomvcalih

(4) The term for which it is to exist which may be perpetual

(5) The par value of its shares which par value shall not excced
ten dollars ($10) for each share

(6) The names and post office addresses of the incorporators and
the number of shares subscribed by cach

(1) The names and residences of cach of the first dircctors not
less than five in number who shall serve until the first annual mecting
of the credit union and the name and residence of the treasurer

(8) The common bond of membership

(9) Any provision not inconsistent with law which the incorporators
may choose to insert for the regulation of the business mu-l the internal
affairs of the credit ‘union

C The articles of incorporation and two copies of the proposed
bylaws for the general governance of the credit union shall be presented

to the Department of Banking together with such reasonable fees as
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éhall be established-by tha department for such examination and such
investigation as ii may deem necessary to ascertain

((1) Whether the character and general fitness of the incorporators
directors and tha treasurer named in tho articles of incorporation is
satisfactory

(2) Whether flle character and number of the group proposed to
bo served affords reasonable promise of sufficient support for the enter-
prise so as to make the establishment of the proposed credit union
economically advisable

(8) Whether the incorporators dircctors and group proposed to be
servesl have a common bond of association as provided in section 6 of
this act

(4) Whether the proposed credit union unduly encroaches upon
the field of membership of any other credit union

(5) Whether the application is in proper form and within the pur-
pose of this act

Within sixty days after receipt of the articles the Department of
Banking shall upon the basis of the facts disclosed by the application

and its investigation either approve or disapprove the articles
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D If it approves the articles it shall éndorse its approval thereon
and forward the articles to thé Department of State The Department
of State.”shall upon the reccipt of the articles file the same and issuo
to the incorporators or their representative a certificate of incorporation
Upon the issuance of the certificate of inc.orporation the corport;te
.'e.xiétenvce o'f‘ the cre(lif union shall begin The certificate of incorporation
shall be conclusive evidence of the faet bthat the credit uﬁion ilas been
inéorpc’)rat‘ed
" EIf the j)epaflment of B.mlking (iisapl)r;)ves the'articles it shall
return then.l to the ihcorﬁo%ators stating in (-lt;:tail it‘s reasons for doing s0
Section 4 Amendment of Articles The artic?lé; of invco‘ll'pora‘f’ioril may
be‘:‘imendm‘i at any regﬁ]ar or special mc;:ting of tile credit union pro-
vided written notice of the meetjing énd of the proposed amendment or
amex-m;]ments is furnished ea(;}; member at least ten days prior to the
meeting at Wilich such amendment or amendments will be consiidered
Amendments to the articles of incorporation must be approved by two-

thirds of the members present at any meeting at which the amendments

are considered and the proposed amendments shall be acted upon only

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

present Articles of amendment shall be filed with the D.epartment of
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Banking If the ])eparlment of Banking ﬁﬁds that the articles of amend-

ment conform to law it shall endorse its approval thereon and forward

the articles of amendment to the Department of State Upon receipt of

the articles of amendment the Department of State shall file the same
and issue to the credit union a certificate of amendment

The articles of amendment shall Le signed and verified by the
~ president and sceretary of the association and shall set forth

(1) The name and principal place of business of the credit union

(2) The amendment or amendments as adopted by the members

(3) The date of the meeting at which the amendment or amend-
ments was adopted

(4) That notice of the meeting at which the amendment or amend-
ments was considered was given to cach member as provided in this act

(5) That at the mecting at which the amendment or amendments
was considered a quorum of the members was present as provided in
the bylaws

(6) That» the amendment or amendments was approved by two-thirds
of the members thgn present

Section 5 Powers A A credit union shall have the following

general powers
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(1) To continue as a corporation for the time <peo|ﬁcd in its articles
of incorporation subjcct to the power of the General Assembly under

the Counstitution of this Commonwealth

(2) To maintain and defend judicial proccedings in its corporate

name

(3) To adopt and use a corporate seal an(‘l‘allcr the same at pleasure

(4) To have and excrecise all of the powers and means necessary
to effect the purpose or purposes for which the credit union is organized

B A credit union shall have the following special powers

(1) To reeeive the savings of its members as payments on shares

(2) To make loans to members for provident or productive purposes

(3) To make loans to any cooperative society or societies or other
organization or organizations which have membership in the credit
union

(4) To make loans to members seecured by mortgages which are
first liens on improved real property situated within this Commou-
wealth the improvement being an established dwelling house for not
more than four fmnilie§ which is owned by the member of the eredit
union making the mortgage and occupied or to be oceupied in whole

or in part by such member Such mortgages shall not exceed seventy-
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five per centnm of tho fair market value of the property provided that

shares of the credit union owned by the morigagor may be assigned
or pledged as ndditional collateral security »for the mortgage loan and
in such event the mortgngo‘ loan grauted upon such property niay be
inereased by the withdrawal value of the additional pledécd shares to
an amount not 1o exceed a maximum total mortgage loan of ninety per
centum of the fair market value of such real property sud the credit
union may rolease this additional collatefal whenever the mortgage
loan meets all of the requirements of this act and could be made legally
at the time of release without the requirement of addiﬁonal collateral
Mortgage loans shall Le amortized by approximately equal payments
sufficient in amount to pay &ll interest and effect full repayment of
principal within a period not in excess of twenty years Mortgage loans
on any one property shall not exceed twent‘y thousand dollars ($20,000)
or five per centum of the paid-in capital of the credit union whichever
" is lesser The aggregate total of mortgage loans shall not exceed twenty-
five per éentum of the paid-in capital of the credit union The provisions

of this eclause shall not be construed to apply to any mortgage loan

owed to the eredit union upon the effective date of this act or to the
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readjustment or refinancing of any such mortgage loan nor to a pur-

chase money mortgage taken by the eredit union upon real estate owned
by it

Without regard to the limitations as to thic amount and term of
any mortgage loan or the aggregate amount of all mortgage loans set
forth in this clause a credit union may grant any mortgage loan which
is insured or guaranteed in whole or in part by the United States or
any instrumentality theveof or if there is a commitment to so insure

or gnarantee

(5) To make loans to other credit unions or Yederal credit unions
located ‘within this Commonwealth provided that the term of such
loans shall not excecd one year and the aggregate amount outstanding
on all such loans shall not exceed ten per centum of the paid-in capital
of the lending credit union

(G) To deposit its funds in State banks bank and trust companies
savings banks or national banking associations located in the Common-
wealth of Pennsylvania

(7) To invest its funds in the following investments

(2) Bonds or other interest-bearing obligations of the United

States or those for the payment of the principal and interest on which
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the faith aud credit of the United States are pledged

(L) Bonds or other interest-hearing obligations of the Common-
wealth of Pennsylvania or any county city borough toﬁuship incorpo-
mtc«l town or school district thercof or an Authority which has been
ereated as a body corporate and politic under any law of this Common-
wealth

(c) Shares of any building and loan or savings and loan association
organized under the laws of this Commonwealth or of any Federal
savings and loan association to the extent to which the withdrawal
or repurchase value of such sharves is insured by thie Federal Savings
and Loan Tnsuranco Corporation pursuant to the provisions of the
National Tousing Act its amendments and supplements heretofore or
hereafter enacted

(d) Bonds and notes of the Pennsylvania Housiug Agency created
by the act of December 3 1959 (P L 16S8) known as the “Housing
Ageney Law”

The provisions of this clause shall not apply to- any investments
lawfully owned by a credit union upon the cffective date of this act

(8) To borrow money subject to the limitations hereinafter set

forth
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(9) To make amend alter and repeal bylaws not inconsistent with

law for the regulation of its affairs and the conduct and management

of the credit union Tmmediately upon the adoption of tlo Lylaws or

any additions thereto or any alteration amendment or repeal thercof
notice of such fact and a copy of such bylaws or such alteration amend-
ment or repeal shall forthwith be sent to the Dopartment of Banking
The Department of Banking shall within sixty days after receipt
thercof have the power to disapprove for any reasonable cause stated
in writing any such bylaw or any such alteration amendment or repeal
thereof but-the bylaw alteration amendment or repeal shall’ be effective
until the department disapproves it and gives notice thercof to the
credit- union

(10) To hold purchase mortgage alter improve and sell such real
property and furniture and fixtures to be used therein as the purposes
of the credit union require and which the credit union ocecupies or
intends to occupy for the transaction of its business or partly so oc-
cupics and partly leases to others provided that the cost at tile time
of acquisition of such real property and furniture and fixtures therein

- shall not exceed in the aggregate fifty per centum of the unimpaired
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surplus an1 undivided profits of the credit union or ﬁvé per centum
of its unimpaired capital up to one million (lolla%s ($1,000,000) plus
three per centum of its capital over ‘one million dollars ($1,000,000)
whichéver is greater cxeept with the prior written approval of the

Depariment of Banking

(11) 'To purchase group insurance at reasonable rates on the lives
of its members in an amount not to exceed the respective shares bal-
auces of such members

Scetion 6 Membership Credit union organizations shall be limited
to groups having a potential membership of one hundred or more adult
persons and a common bond of association within a well defined com-
numity or rural district by reason of occupation or of membership in
a religious congregation or fraternal or labor organization The member-
ship of a credit union shall be limited to and consist of the incorpo-
rators of the eredit union and such other persons having the common
bond of association set forth in the bylaws as have been duly admitted

members have paid the entrance fee as provided in the bylaws have

subseribed for one or more shares and have paid the initial installment
" thereon Organizations composed principally of the same general group

as the credit union membership may be members Employes of credit
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unions may be niembers of such eredit unions but no such employes

~ shall be permitted to vote or hold office Persons who aro members

of the immediate family of a member of the ecredit union and who
share the same domicile with & member may be elected to membership
but may not hold oftice

Shares may be issued in trust for or in joint tenancy with tho
right of survivorship with any person designated by the credit union
member but no joint tenant or beneficiary of a trust shall ho permitted
to vote obtain a loan or hold oftice unless ho is within the field of
membership and is a qualified member in his own right

Section 7 Reports and Examination Credit unions shall bo under
the supervision of the Department of Banking of the Coynlllloxl\\'oatltll
The Department of Banking is hereby awthorized and ompowored to
issue general rules and regulations and specific ordors for the protec-
tion of members of credit unions for insuring the conduct of the Lusi-
ness of credit unions on a safe and sound Dlasis and for the offcctivo
enforcement of this act Credit unions shall report 1o the Department
of Banking as often as may be required by it and at least annually on
blanks supplied by the departmeént for that purpose Supplomentary

reports may be required by the department from time to time Credit
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unions shall be examined as often as may Le requived by the depart-

ment and at lf'asl 5111111:1113' and the department may use such. other
methods of assuring itself of the coudition of the credit 'un_ions as it
shall deem advisable The cost of all such examinations and inspections
shall be paid by the eredit union A credit union shall also pay an-
nually its proportionate share of the overhead expense of the Depart-
ment of Bauking determined by general rule or regulation of the de-
partment For failure to file reports when due unless excused for causo
a credit union shall pay to the Depariment of Banking five dollars ($5)
for cach day of its delinquency

If the department determines that a eredit union (i) is violating
any of the provisions of this act or any rule or regulation of the de-
partment issued under and within the authority of this act (ii) is con-
ducting ifts business in an unsafe manner (i) is in an unsafe and
unsound condition to trmisact its -business or (iv) 1s insolvent the de-
partment may serve written notice of its intention to take possession
.of .the credit union If the condition continues for a period of fifteen
days after the giving of such notice .the. department may in .its discre-

tion take possession of the business and property of the credit union
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and retain possession until sueh time as the condition predicating

such aetion iz remedied or until the atfairs of the credit union ave

finally Liquidated The department may take similar action if any report

is not filed within a period of fifteen days after it is due

Any pervson hggricvml by the action of the Department of Bank-
ing in taking possession of a eredit union may within forty-five days
but not thereafter appeal to tho ‘I)ﬂll[lllill County Court whercupon
the matter shall be set down for heaving (lé nOVo

Seetion 8 Fiscal Year The fiscal year of all credit unions shall
end on December thirty-first of cach year

Section 9 Meetings :flle annual meeting shall be held at the time
place and in the manner indicated in the bylaws Special meetings may
also be held in the manner provided in the bylaws At all meetings a
member shall have but one vote irrespective of his shareholdings There
ghall e no voting by proxy but any membor other than a natural
person may cast its vote through an agent duly delegated and appointed
agent in writing

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

sequent annual meetings the credit union shall elect a board of directors

of not less than five members a credit committee of not less than three
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members and a supervisory committce of three members all to hold
office for such terms respectively as the byla;\'s provide and until sue-
‘cessors are duly quaiiﬁcd-A niembgr shall not serve on more than one
of the committees Not.mor:e than one member of the board who shall
not be the treasuréf or an assistant treasurer may serve as a member
of the supervisory committee or of the credit committce A statement
in writing of the names and addresses of the members of the board
and the committees and the officers shall be filed with the Department
of Banking within ten days after their election and qualification For
failure to file such statements when due unless excused for cause the
credit union shall pay to the Department of Banking five dollars ($5)
for each day of its delinquency

Section 11 Bylaws The original bylaws of a credit union shall be
adopted by the incorporators of the credit union and copies thereof
shall be transmitted to the department along with the articles of in-
corporation as provided herctofore in this act Thereafter bylaws shall
be adopted altered amended or repealed by the majority of the share--
holders at any annual or special meeting of .the credit union if notice
thereof is given in accor;lance with the bylaws at which a quorum of

the members as provided in the bylaws is present' |
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Section 12 Directors and »O:ﬂicors A At thgﬂ first meeting the
directors shall elect from their own number a presidel;t one or more
vice presidents a treasurer and a secretary The same individual may
be both treasurer and sccretary The dircctors may appoint one or moré
assistant trecasurers The dir?ctors may appoint a membership ofﬁccr'-
from among the members of the credit union other than the treasurer
an assistant ireasurer or a loan ofticer to approve applications for mem-
bership under such conditions as the dircetors may preseribe except
that such membership officer so authorized shall submit to the directors
at cach monthly meeting a list of approved or pending apﬁlications for
membership received since the previous monthly meeting together with
other related information as the bylaws or the board may rcguire The
directors shall have general management of the affairs of the credit
union and are specifically required
(1) To act on applications for membership

(2) To determine interest rates on loans

(8) To fix the amount of the surety bond which shall be required.

of all officers aud employes handling money which amount shall be not

G44—SW—2
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less than the minimum schedule established by the Department of
Banking

) To declm‘e dividends or recommend dividends as provided in
the bylaws

(5) T'o transmit or cause to be transmitted to the members all
proposed amendments to the bylaws

(6) To fill vacancies in the board and in the credit committeo
until successors are duly chosen and qualified

{7) To determine the maximum individual share holdings and
subject to the limitations contained in this act the maximuwn individual
loan which can be made with or without security

(8) To have charge of investments mortgage loans and loans to
other eredit unions and Federal eredit unions but not loans to members
which are under the supervision of the credit committce as provided
hercinafter

(9) To fix the amount of compensation of directors ofticers com-
mittee members the loan ofticer and employes and

(10) To authorize an interest refund to ;nembers of record at the
close of business on December thirty-fivst in proportion to the interest

paid by each borrower during that year except that no interest
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~refund may be authorized unless w share dividend of not less than

three per centum has been deelared from the earnings of the last pre-

ceding year

"B Duties of the officers shall be as determined by the bylaws A

member of tho board of dircetors and members of the exedit committee
and the supervisory committeo may bo compensated if the credit union
paid a dividend of not less than three per centum from the earnings
of the last preceding year provided that the Department of Bauking
may probibit or regulate the payment of compensation of directors
committce members and ollicers exclusive of the treasurer if it deems
such compensation excessive or if in its opinion the financial condition
of the credit union is not such as to warrant the payment of such
compensation

Seetion 13 Credit Committee The credit.comﬁlittce ghall have the
supervision of all loans to members other than mortgage loans and
loans to other credit unions and Federal credit unions Applications
for loans shall be in writing on a form prepared for that purpose by
the credit committee and all appliéntions shall set forth the purpose
for which the loan is desived the scénrity if any offered and such other

data as may be required Within the meaning of this section a pledge
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of shares in the credit union or the endorsement of a note may be

deemed secufity At leaét a majority of the members of the credit com-
mittee shall pass on all loans and no loan shall be approvcd unless it
is approved unanimously by the members of the credit committee
present provided that the credit committee may with the approval of
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 committce shall meet as
often as may be necessary after due notice to each member

Section 14 Supervisory Committee The duties of the supervisory
committec 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 con:-
mittee feels such action to be necessary it shall call tho members of
the credit union together thereafter and suSnxit 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 vote if it deems such action to be necessary to

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

officer director or member of any committee other than the supervisory
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committee In such event the committee shall call the members of tho

credit union together within ten days of the suspension to act on such

suspension The members at the meéting called for this purpose may
sustain such suspension or remove such person from office or may re-
instaté such person
(d) By majority vote the supervisory committee may call a special
meeting of the members to consider any matter submitted to it by the
committee The committee shall fill vacancies in its own membership
- (e) Whenever the supervisory committee fails to make the exam-
inations reports and audits as provided in clauses (a) and '(Ab) of this
section’ the board of directors shall remove from office the membe{rs
of the 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 muke such examinations and audits The
charges for the services of such public acecountants shall be paid by the
credit union If the board of directors under such eircumstances fails
or refuses to act the Department of Bauking may remove the members
of the supervisory committee and issue an order on the board of direc-
tors requiring such examinations and audits to be made by a publis

accountant at the expense of the credit union
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Section 15 Capital The ecapital of a credit union shall consist of
the payments that have been made to it by the members thercof oﬁ
shares The credit union shall have an automatic len on the shares of
a member for any sum due it from such member or for any loan en-
dorsed by him Shares of a credit union shall bo transferable dnly to
other members of the credit union

Section 16 Joint Accounts A thnever:sharcs of a credit union
shall be issued in the names of two or more persons the credit union
shall not pay any dividends or earnings thereon or the re;urchasd value
thereof except upon proper receipt acquittance or other action as the
case may be of all of such persons unless at the time of subseribing
to the shares or at a subsequent time all the parties agree to a different
arrangement and give the eredit union written notica thercof

B Whenever any share accounts of a credit union shall be issued
in the names of two or more persons and such share accounts shall have
been subscribed for under an arrangement with the credit union where-
by the dividends thereon or the repurchase value thercof may be paid
upon receipt acquittance or other action as the case may be of either
or any of such persons the credit unién may pay such dividends or

repurchase value upon such receipt acquittance or other action as the
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case may be of cither or ‘any of such persons pursunant to the arrange-

ment provided for in this scetion notwithstanding the fact that one or
more of the other persons may be dead and the mlcdit union has notice
thereof

C This section shall not be construed to affect share accounts in the
names of & husband and his wife

Scction 17 Shares Held in the Name of a Minor or as Trustee
A Shares may be issued and paymients on subscribed shares received in
the name of a minor or in trust in such manner as the bylaws may provide

B Whenever shares of a eredit union shall be issued in the name
of any minor not less than twelve years of age the credit union may
pay the dividends or carnings thereon as well as the withdrawal value
of such shares to such minor without the assent of his parent or guardiéﬁ
The receipt acquittance or otlier action required by the credit 11ni611
to be taken by the minor shall be binding upon such miner with like

effect as if such minor were of full age and shall be a valid release to

ey
s

. - ¥ . - ” i . - .
the eredit union The pavent or guardian of such minos shall not in his
capacity as parent or guardian have the power to attach or in any
manuer transfer any shares issued to or in the name of such minor

C Whenever shares of a credit union shall be issued to any person
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deseribing himself in subseribing for such shares as trustee for any
person or persoﬁs and no other 1}615(:0 of the existence and terms of a
valid trust than such description shall have been given to the credit
union the dividends or earnings on such shares as well as the withdrawal
value of such shares shall in the event of the death of the pefson 0
deseribed as trustee be paid to the person or persons for whose benefit
the shares were stated to have been subscribed if at the time of payment
such beneficiary is over sixteen years of age Payment may he made to
any such beneficiary who is not less than sixtcen years of age under
the same eonditions as if such shares had been originally subseribed for
by him If there are two or more beneficiaries named on any such shares
the credit vnion shall in the absence of written notice to the contrary
make payment to such of the beneficiaries as may survive the trustee
in cqual portions The reccipt or acquittance of any such beneficiary
or beneficiaries for payments made in accordance with this section shall
be a full complete and valid release of the credit wnion from any
further lability for the amounts so paid
Section 18 Entrance Fees A credit union may charge an entrance

fee of an amount not in excess of one dollar ($1) as may be provided

by the bjlaws
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Section 19 Rates amd Iines Inferest rates on lomxs made by a
credit union to its members shall not exceed the rate of six ’per centum
per annum \‘vhon discounted on loans which arc‘ repayable in equal in-
stallments or the rate of twelve per centum per annum when ealculated
on the unpaid principal balances On a discounted loan which is prepaid
by cash renewal or otherwise at any time prior to maturity the credit
union shall refund to the borrower the amount of uncarned interest
or discount caleulated at the original contract rate on the total amount
of full installments to become due for the term of all subsequent full
installment periods provided the credit union shall not e required to
rofund any such uncarned interest or discount when the amount due
computed as herein provided is less than one dollar ($1) For failure to
pay an installment or installments on a discounted loan when due a
fine may be charged which shall in no case exceed one-fourth of one per
centum for cach week of delinquency on the amount in arrears except
that a minimum fine of five cents may be charged When interest is

caleulated on the unpaid principal balances it shall be computed for the

actual number of days which have elapsed at the time of payment

No other charges or fines shall be collected other than feea to public

ofticials and reasonable fees of attorneys and outside collectors or out-




744-—Priﬁter’s No. %

side colleetion agencies provided the aggregate of sucﬂ fecs does not
exceed twenty per centum of ‘tho outstanding loan batance The taking
recciving reserving or charging interest greater than allowed by this
seetion shall be deemed a forfeiture of the entire interest on the loan
except when such overcharge is the result of a clerical error in compu-
tation In case the greater interest lhas lLeen paid the borrower may
within six months after payment recover from the credit union the
entive amount of interest paid exeept when such overclhiarge is the result
of & clerieal error in computation in which case only the oxcess interest
paid may be recovered

Scction 20 Power to Borrow A credit union may borrow from any
source a sum not exceeding fifty per centunt of its capital surplus and
undivided profits for the purpose of meeting the demand for loans to
nmembers or for the purpose of meeting domandé for share withdrawals
provided that a eredit union shall not horrow for the purpose of making
investments authorized by section 3 clanse (7) of this act

Secetion 21 Loans A credit union may make loans to its members
only Loans must be for a purpose deemed by the credit comnﬁttee to
be provident or for productive purposes and must he made subject to

the conditions contained in the bylaws A borrower may repay his loan
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in whole or in part any day the office of the credit union is open for
business A direetor officer or member of any committec may only bor-
row from the credit union in which he holds office an amount not exceed-
ing his total sharcholdings plus the total shares of any other member
free and unpledged which are pledged to secure the loans of such diree-
tor ofticer or committee member No director officer or member of any
committee may endorse a loan granted by the credit union in which ho
holds office

Seetion 22 Reserves All entrance fecs collected and twcn?y per
centum of the anuual net c-arhings shall be sct aside as a veserve fund
When the reserve fund equais ten per centum of the capital of the
credit union or ten per centum of the total amount outstanding in loans
to members whichever is larger the credit union may with written
approval of the Department of Banking reduce the amount annually
set aside from net carnings to ten per centum When the reserve fund
cquals twenty per eentum of the capital or twenty per centum of the
amount outstanding in loans to mcn]be;‘s whichever is larger the credit
union may “"ith writtéﬁ approval of the Department of Banking discon-

tinue increasing the reserve fund The reserve fund thus established

shall not be loaned out to members and shall be deposited in a bank
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account or invested in such investments as are authorized byv section
5B clause (7) of this act The reserve fund shall belong to the credit
union and shall not be distributed except in case of liquidation The
board of dircctors shall decide the loans which are to be ’cbarged off
against the reserve fund provided that the Depariment of Banking may
at the time of examination of a credit union recommend for charge-off
such loans which in its opinion are unsound which loans shall be charged
against the reserve fund within sixty days of the receipt of such recom-
mendation from the Department of Banking Any amount received from
the repayment of a loan aftor it has heen charged off against tha reserve
fund shall be credited bhack to said fund

The directors are authorized after the required rescrve has been
provided for to make additional trausfers from undivided profits to a
contingent reserve for other anticipated losses and expenses provided
that the members at the annual meeting may retransfer any part or all
of such contingent reserve to the undivided profit account

Scetion 23 Dividends The directors of a eredit union or the mem-
bers on recommendation of the dircctors whichever the bylaws provide

may declare an anmmal or semi-annual dividend from net earnings which
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dividend shall be paid on all shares outstanding at the end of tho fiscal

year or semi-annual period thereof whichever the bylaws provide Shares

which become fully paid-up during the year shall be entitled to a pro-

portional part of such dividend calculated from the first day of the

month following such payment in full The cquivalent of the par value
of one share of stock shall be considered as a full.paid share in the
caleulation of dividends Within the discretion of the board of directors
payments on all shares which are made within the first five days of a
month may be entitled to dividends for the full month in which such
payment is made Dividends may be added to the credit of the members’
share accounts paid in cash or partially credited to share accounts and
partially paid in cash at the option of the board of directors

Scetion 24 Expulsion and Withdrawal A member may be eoxpelled
by a vote of two-thirds of the members present at a regular or a special
meeting called to consider the matter at which a quorum as provided
in the bylaws is present but only after a hearing after due notice to

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

reasons for such proposed expulsion Any member may withdraw {from

the credit union at any time but notice of withdrawal may be required

All amounts paid on shares of an expelled or withdrawing member with
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any dividends aceradited thereto to the date theveof shall as funds be-

come available and after dedueting all amounts due from the member

to the eredit union be paid to him The eredit nunion may require sixty
days’ notice of intention to \;'it‘idl‘.’l\\' shares Withdrawing or expelled
members shall have no f\lrlhcﬁr rights in the credit union but they shall
not by such withdrawal or expulsion be released from any remaining
lability to the credit union

Section 25 Changa in Placo of Business A credit union may change
its place of business upon the filing of a certificate of such c]mﬁgc with
the Depaviment of State and the Department of Banking

Seetion 26 Notice to Members AN written notices requiréd by this
act to be given to members shall be delivered in person to each member

or mailed to each mamber at the address for such member appearing on

the reeords of the eredit union

Section 27 Conversion A A credit union may be converted into a
Federal credit union under the laws of the United States by complying
with the following requirements

(1) The proposition for such conversion shall first be approved

by a majority vote of the directors of the eredit union who shall also
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set a date for the vote thercon by the members The vote of the mem-

bers shall be conducted at a weeting hield on such date or by written
hatlot to be filed on or before such date Written notice of the proposition
: aud of the date set for the vote shall be given each member not more
than thirty nor less than ten days prior to such date Approval of the
proposition shall be by the afliimative vote of a majority of the members
- in person or in writing

(2) A statement of the result of the vote verified by tho affidavits
of the president ot vice president and the seeretary shall he filed with
the Depaviment of Banking within ten days after the vote is taken

(3) Promptly after the vote is taken and in no event later than
ninety days thereafter if the proposition for conversion was approved
the credit nnion shall take such action as may be necessary under the
applicable laws of the United States to make it a Federal credit union
and within ten days: after receipt of the Federal eredit union charter
it shall file a copy of the charter thus issued with the Department of
State which shall furnish a copy thereof to the Department of Banking
Upon such filing with the Department of State tha credit nnion shall
no longer be subject to any of the provisions of this act The sneccessor

Federal credit union shall be vested with all of the assets and shall
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continue responsible for all of the obligations of the credit union thus

converted to the same extent as though t11§ conversion had not taken
place

B (1) A Federal credit union organized under the laws of the
United States may be converted into a credit union subject to the
provisions of this act by

(a) Complying with all Federal requirements requisite to enabling
it to convert {o a credit union or to ccase being a Federal credit union

(b) TFiling with the Department of Banking proof of compliance
with such Federal requirements in form satisfactory to the Department

(¢) Filing with the Department of Bauking articles of conversion
which shall set forth

(1) The proposed name of the converted eredit union

(i1) The exact location of the principal place of business of the
credit union into which the Federal credit union plans to become con-
verted

(1)) The number names and addresses of the persons to be the first
dircctors of the converted credit union

(iv) All other statements reqitiréd by this act to be set forth in

original articles of incorporation in the case of the formation of a
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eredit wnion in so far as such information is applicable to a Faleral |
eredit union proposing to become converted int-o a credit union

(2) Immediately upon the reccipt of the articles of conversion the
Departmient of Banking shall conduct such examination as may bo
deemed necessary to ascertain from the bLest sources of information at
its command

(a) Whether the name of the proposed credit union conforing with
the requirements of law for the name of a eredit union and whether it
is the same as one already adopted or reserved by another corporation
or person or is so similar thereto that it is likely to mislead the public

(b) Whether the conversion is made for legitimate purposes

(c) Whether the interests of members and creditors are adequately

protected

(d) Whether the proposed credit union meets all of the require-

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

credit union incorporated under this act
(¢) Whether the Federal credit union has complied with the re-

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

version of a Federal eredit union into a credit union

644—SW—3
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(3} Within sixf)’ days :If((‘l;l'C(‘Cil)t of the artieles of conversion
the Department of lgzmking shall upon the basis oi; the facts disélu:"ed
by its investigation cither approve or disapprove such ar‘ticlcs If the
department approves the articles it shall register its approval thereon
and 's_lm.ll forward them to the ])oml'tlllcllt of State for filing Tmmedi-
ately upon receipt of the approved articles of conversion the Depart-
ment of State shall file the artizles and shall issue to the eredit union
a certificate of conversion The conversion shall become effective im-
mediately npon sueh filing ad the converted eredit union shall have
all the rights privileges immunities and franchises of the Federal credit
unton except that it shall not thereafter acquire anthority to engage in
any business or exercise any right which iz forbidden to a credit union
when originally incorporated under this act

[f the Department of Bauking disapproves the articles of con
version it shall return thewm to the Federal eredit union desiring to
become converted into a credit wnton .stating in detail its reasons for
so doing

Scetion 28 Voluntary Dissolution A Any eredit union may ecleet

to dissolve voluntarily and wind up its affairs in the manner hereinafter

provided in this section Iowever if it shall appear to the Department
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of Banking upon an examination of the business assets and affairs of the

credit wiion that its assets will probably be insufficient to pay in full

its members and creditors it shall take possession of the business and

property of the credit union and retain possession until its affairs are
finally liquidated

B The procedure for voluntary dissolution shall he as follows

(1) A plan of dissolution sctting forth in detail the number of
liquidating trustees which shall be one three or five to he clected by the
members the amount of the bond which shall be supplied by ecach of
the liquidating trustees aud the powers duties and compensation of such
trustees shall be adopted by & vote of at least two-thirds of all directors
of the credit union

(2) A meeting of the membership shall be called for tha purpose
of acting on the plan of dissolution Written notice sctting forth the
date and purpose of such meeting shall be furnished each member at
least ten days prior to the date of the mecting The plan of disselution
shall be adopted upon the afirmative vote of a majority of the eatire

membership of the credit union in person or by written ballot
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- (8) Upon approval of the plan the members shall forthwith proceed
to elect the number of liquidﬁting'trustees provided for in the plan
on dissolution If more than one liquidating trustee is to be elected
cach member shall have the right tb multiply his vote by the number
of trustces to be clected and cast the whole number of such votes for
one candidate or distribute them among two or more candidates The
candidates veeeiving the highest number of votes up to the number of
liquidating trustees to bo chosen shall be elected

(4) A certifieate of clection to dissolve signed and verified by at
least two aduly anthorized officers of the credit wnion shall be executed
and delivered to the Department of Banking The certificate shall Iéet
forth

(a) The name of the credit union

(b) The exact location of its place of business

(c) The names and addresses of its ofticers and directors

(d) The number of directors voting for and the number voting

(S

against the proposed plan of voluntary dissolution
() The. total number of members and the number of members vot-
ing for and the number voting against the proposed plan of voluntary

dissolution
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(f) The names and addresses of -the proposed liquidating trustecs

and the number of votes reecived by every candidate for the position
of liquidating trustee

(g) The amount of the bond required to be supplied by each trustee

(k) The signed statement under oath or aflirmation of each of the
proposcd liquidating trustees that he is willing to serve as liquidating
Alrustoe subject to the provisions of this act and to the terms of the pro-
posed plan of voluntary dissolution that he will so far as the duty de-
volves upon him diligently and honestly liquidate the affairs of the
association and will not knowingly violate or permit to be violated any
of the provisions of this aet or of the proposed plan of voluntary liqui-
dation

(i) The proposed plan of voluntary dissolution

(5) Upon receipt of the certificate of clection to dissolve the De-
partment of Banking shall conduet an examination or an investigation
or take such other action as it deems neoessm')‘r‘to determine whether
to approve the plan of voluntary dissolution If the department deter-
mines that the plan of voluntary dissolution dees not prejudice the
interests of members or ereditors it shall endorse its approval on the

certificate of election to dissolve and send it to the Department of State




744—Printer’s Nq_. s
for filing If the Dcpartmént nf Bnﬁk‘ing disapproves the plan it shall
l'(‘-tllvl'll the certiticate to the eredit union stating in detail its reasons
for doing so

(6) Upon the filing by the Department 6f State of the certificate

of election to dissolve the Department of State shall furnish a copy

thercof to the Department of Banking and the credit union Upon such

filing the credit union shall ccase to transact its business and the liquidat-
ing trustce or trustees shall commence the liquidation of the association
The liquidating trustee or trustces shall therveafter be authorized to
carry out in his own name or in their own names as lquidating trusteo
or trustees of the association the powers granted to him or them by
the plan of voluntary dissolution and may sue and be sued for the pur-
pose of determining and enforcing the debts due the credit union and
its obligations

C The liquidating trustee or trustees shall proceed in the manner
provided by regulation of the Department of Banking to gather the
assets determine the labilities and distribute the assets of the credit
union until its affairs ave fully atljusted and wound up The liquidating
trustee or trustees shall notify all creditors and members appearing

on the records of the association by notice sent to or given at the address
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appearing for sueh ereditor or member on the records or if no address
appears there at the last known address of the ereditor or member of
the amount which the records show to be due such member ov creditor
The Hquidating trustee or trustees shall also advertise ;mce a week for
three consecutive weeks in a newspaper of general cireulation aud in
a legal newspaper if any in the county in whicl the eredit urvion xs lo-
cated that the evedit union is Hquidating pursuant to a plan of voluntary
liquidation "The advertisement shall set forth a date not less than ninety
days after the date of the first published advertisement before whieh
all ereditors or members must present their claims under oath or affirma-
tion to the trustee or trustees or he bound by the amount shown on
the records of the credit union to be due them Thereafter all claims
shall he permanently barred Any elaim which is rejeeted or disallowed
by the trustee or trustees shall be barred nnless snit is instituted thercon
within ninety days after mailing of the notice of rejection or disallowance

D The BDepartment of Banking shall continue to supervise the
credit union in the hands of the liquidating trustee or trustees until
the liquidation is complete and the affairs of the credit union are fully

settled
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Section 29 Adverse Claims Notice to a credit union of an adverse
claim against shares stauding in the name of any member shall not
be effectual to cause the credit union to rccognize such adverse claim

unless the adverse claimant shall procure cither an attachiment or proper

restraining order agaiust the credit union from a court of competent

jurisdiction in a cause of action therein instituted by him wherein the
member or his legal representative is made a party in the manner pro-
vided by law or unless he shall exccute to he credit union in form
and with suretics acceptable to it a hond indemnifying the eredit union

from any liability loss damages ecosts and expenses arising from the
recognition of such adverse elaim

This scetion shall not apply in any instanee where the person in
whose name the shares are held is a trustee for sueh adverso claimant
and the facts constituting such relationship as well ns tho facts showing

reasonable cause of belief on the part of tho claimant that such trustee

Is about to misappropriate the shares are made to appear hy an affidavit

of such claimant
Section 30 Restriction It shall be unlawful lereafter for any

person association copartnership or corporation except corporations or-

ganized in accordance with the provisions of this act to assumo and wse
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the words- “credit union” in tllc;ir name or title or to operate in the
manner of a credit union Any person copartnership or corporation
violating the provisions of this section shall be guilty of a misdemeanor
and shall be punishable by a fine which shall not be less than ten dollars
($10) nor more than one thousand dollars ($1000) or by imprisonment
for a period which shall not be less than three months nor more than
two years or both in the discretion of the court Tha officers of a cor-
porationA ;hall be liable to such punishment if the offense is committed
by a corporation

Section 31 Taxation A credit union organized uunder this act shall
be deemed an institution for savings and its assets together with all
the accumulations therein shall not be subject to taxatiox} except as to
real estate owned by it The shares of a credit union shall not be subject
to a capital stock bonus tax or a stock transfer tax when issued by the

corporation

Section 32 Repeals The act of May 26 1933 (P 1. 1076) entitled

“An act to provide for the organization incorporation operation and

supervision of cooperative savings and credit associations to be termed
credit unious designating such credit unions as corporations and defining

644—SW—1
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their powers and duties conferring certain powers and dutics on the
Department of Banking and providing penaltics” is repealed
All other acts and parts of acts are repealed in so far as they are

inconsistent herewith

Section 33 Effective Date This act shall take effect immediately

We certify that this bill has passed the Senate and the House of

Repreaentstives.
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Chief Clerk, Senate
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President pro tempore, Senate
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Bpeaker, House of Representatives
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