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THE GE~ERAL ASSEMBLY OF PENNSYLVANIA 

SENATE 
No. 644 

BILL 
Session of 

1 9 6 1 

)lESSHS. ~lAIIADY, STJEFJ.;L AND DEVI.TX, IN !'I.ACE, 
:MAY 10, 1\)61. 

)fH. SILYEHT, CO)DIITTJ~E ON BANICING, AS A~lENDED, 
JUNE 21, Hl61. 

AN ACT 
To provide for the organization incorporation operation trn1l supc.rvision 

of cooperative savings and credit associations to be termed credit 

unions dcsig11ati11g such credit unions as corporations and de-

fining their powers :mil duties conferring certain powers nnd 

duties on the Dcpattmcnt of Banking an<l providing penalties 

The Gencrnl Assembly of the Commonwealth of Pcnnsykania 

J1c·.r<'hy enacts as follows 

ExPl.ANAtION'-CA'PlTAL LETTERS Indicate new matter added to bill. Matter~~ 
1~ .,., )-p rmttterf frr.m hlll. 
Underscoring Indicates new m.atter e.dde<l to existing la.w. (BtacketsJ Indicate matter 
suickl:n from ex1stln.!{ le.w. 
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SC'ction l 8hort Title This act slrnll ho known and may be cited 

ns tho "Credit Union Act,. -

Section 2 D<.'linitio11 a11tl Purpose The term "credit union" as usctl 

in this act mr:rns a coopcrntivc association incorporated llllUC'.r this act 

or un<lcr the net of May 20 Hl.'33 (P I. 107G) its atnen<lmcnts aml 

supplements for the purpose of promoting thrift among its members 

and creatillg a soun:o of <.>rcdit for sul'h tuemlw.rs at t('a:;o11able rntcs of 

interest for in'o\·itlcnt llll1·1>0scs 

Section :l ~l<1tho1l of (nrnrporntio11 A A t•rc<lit union may ho formed 

pnn::.i1rmt to t)w pro\'i~ioll:.::. oC !hi~ tlt•f hy :W\'t'll or more incorpomtors 

Su('h i11corpornto1·:-\ :i.hnH ho 11nturnl p<w:.::.ons of foll ngc who tlrc residents 

of this Commo11w<'alth 111111 wliu lrn\'C1 n •_"()11\mon bond of associ:1tion as 

pr0\·idc>1l in ~cc·tio11 0 of this iwt 

H A rtidrl\ of incorporntion ~hnll lie> signed by each of the in­

l'orporators 111111 admowk1lgt'1l hy nt least sc,·en of them before any 

offirnr ~nthori7.c1l to tiiko adrnowlc1lgml'nts within this Commonwealth 

Tho artirh•s of in<'orporation shall set forth 

(1) 'l'hc 1rnmC' of the proposed credit union which shall contain 

the words "rredit union" 
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(2) 'fhc class of ~crViccs to be performed by tlie credit imion wbicli 

sc.rrkcs shall be \\'ithirt the scope of actiHtics of such assodatiobs tl.s 

set forth in this act 

(3) The principal place ,vhere its business is to bo tra1isacted whfoh 

sliall be within this Commonwealth 
~· 
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(4) The term for which it is to exist which may be perpetual 

(5) The pat value of its shnr<'.'> which pat valuo shall rtot e~ceed 

ten do1lars ($10) for each shnre 

(0) The names and post office addresses of the incorporators and 

tho number of shares subscribed by each 

(7) Tho hRmcs and rC'.sidonccs of caeh of the first <iirectors not 

Jcss tlrnn five in number who sliall serve until the first anntial riieeting 

of the crcdit union smd the rnt't11e and residence of the treJHmrer 

(8) The ('Ommon boriil of mcinhership 

(0) Any provision not inconsistent with Jaw which tho ihcorporatol"S 

may <'hoosc to insert for the rcgu]ation of the busine& and the internal 

nff airs of the credit union 

C The articles of incorporation and two copies of the proposed 

bylaws for the general governance of the crellit union shall be presented 

to the Department of Ranking together with sueh reasonable {ees as 
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l shall be established by the. depa.i-tmcnt for such examination and such 

inYestigation as it may deem neces..co.ary to ascertain 

I 
(1) 'Yhcther the character and general fitness of the incorporators 

' 
directors and the treasurer named in the artides of incorporation is 

satisfactory 

(2) 'Vhether tl1c character and number of the group proposed to 

7 be served affords reasonable promise of sufficient support for the enter-

I prise so as to make the establishment of tho proposed credit union 

9 economic.ally advisable 

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

11 
served have a common bond of association as provided in section 6 of 

12 
this act 

13 ( 4) Whether t11e proposed creel it union unduly cncroad1cs upon 

14 the field of membership of any other crc<lit union 

15 (5) 'Yhether the applit·ation is in proper form nml within the pur-

16 . pose of this act . 

17 'Vithin sixty days after receipt of the articles the Dcpartrnellt of 

l8 = Banking shall· upon the basis of the facts disclosed by the applicatiol\ 

19 ·.·and ·its -iii-Vestigation either approve· or disapprove the articies· · 
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l D If it approves tho articles it shall endorse its approval thereon 

2 nnd forward the articles to the Department of State Tho Department 

3 of State. shall upon the receipt of the articles £lo the samo an<l issue 
'• 

to tho incorporators or their representative a certificate of incorporation 

5 Upon the issuance of the certificate of incorporation tho corporoto 

6 oxistcnce of the. credit union sha1l begin The certificate of incorporation 

7 shall be conclusive evidence of the fact that the cr€dit union has been 

8 incorporated 

9 E If tho Department of Banking disapproves tho articles it sholl 

10 return them to the incorporators stating in detail its masons for doing so 

11 Section 4 Amendment of Articles The articles of incorporation may 

12 ·,be a~ncnded at any ~egular or special meeting . of the credit union pr<r 

13 'vided written notice of the meeting and of the proposed amendment or 

14 amend~cnts is furnished each member at least ten· jays prior to the 

15 meeting at which such ameridment 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 the amendments 

18 are considered and the proposed amendments shall be acted upon only 

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

~ present Articles of amendment shall be. filed with the Department of 



1 Bn11ki11g If t110 Dcp:ntuu.•ilt of Banking firnls thl\t the articles of ameml-

. 2 mcnt co11form to Jnw it s}1nll cndorso its nppror!ll thereon and forward 

3 tl10 rirticl<'~ of nmcmlmcnt to tho Department of State Upon receipt of 

4 tho artides of amcn<lmcnt tho Dcp:ulm('nt of Stnto shnll file the sa~o 

5 and issue t.o tho credit union n ccrtificRto of l\tn<'JHlmcnt 

6 The articles of amontlmont shall bo signed 1mJ verified by tho 

7 president and secretary of tho l\S~ocintion nncl sh!lll set forth 

8 (1) The namo Rnd principal 11lnco of business of tho credit union 

~ (2) The amendment or nmcndmonts as ndoptc~ by th~ members 

~O (3) The date of tho meotin~ at which tho (lmendment or ame~{l-

ll D!~Pt~ was adopted 

12 (4) That :µotice of the meeting at which the amendment or amel,l~­

l~ 111cp.ts was consiqered w~s given to each QlClllber ~s provided in this ~ct 

l.i (5) Th11t at the i:nceting at which the *1men4m~nt or f\mendmel}t~ 

:J.Q W.'!& co~~i~en~d ll quongn of tl_i~ µ1eµi~~rs w~s pr~St3!lt M pr~n4ed U,l 

}6 the h1l~w~ 

l 7 (Q) That t4e a~endrµcnt or a~cndmcnts wa~ ~pproved by two-thir~ 

J,8 of t4e members th~n present 

lfl Section 5 Powers A 4 credit union shall have the followiµg 

~Q E?eneral powers 
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1 (1) To c011tinuc as a corporation for tlic time specified in its nrtidcs 

2 of incorporation slzbjcct to tho 11ower of tho Gc11ernl Assembly u111ler 

3 tho Constitution of this Conunonwenlth 

(2) To maintain and defcn<l judicial proceedings in its corpornto 

uamc 

(3) To adopt and use a corporate seal an<l alter tho samo nt pleasure 

7 (4) To have and exercise all of the powers n1ul means necessary 

8 to effect tho purpose or purposes for which the credit union is org:mi.7.cd 

9 H A credit union shall have tl10 following special powers 

JO (1) To recei\'o tho savings of its members tts payments on shares 

U (2) To Qiako Joans to members for provident or productive trnrposcs 

l 2 (3) 'I'o make loans to any cooperatfre society or societies or other 

13 organization or organizations which have me111borship in the credit 

1.4 union 

15 (4) To mako loans to members secured by mortgages which nre 

16 first liens on impro\·ed real property situated within this Common· 

17 wealth tho impron•meut being an established dwelling house for not 

18 more than four families which is owned b_y the member of the credit 

19 union making the mortgage and occupied or to be occupied in who1o 

20 or in part by such member Such mortgages shall not O:"CCcd sorcnty· 
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l firo per ccntum 0£ tho foir market value of th~ properly provided that 

2 shares of thQ credit union owncJ. by tho mortgagor may be as.signe11 

3 or plc<lgc(l ns ntldHionnl collntcral sc~urity for the mortgage loan and 

4 in su<'h C\'<'nt tho mortgngo lonn ~rnntc1l upon such property may be 

6 incrN\SC'1\ hy tho wit1u1rnwnl vnlno o{ tho ntl<litional pledged shares to 

6 an mn01mt not to C>xccc1l n mnxinrnm totnl mortgngo loan of ninety per 
(' 

7 ccntum of tho (nir mnrkct \'tllno of such rcnl properly and tho credit 

8 union may rcl<'nso this n1hlilionn\ colli1ternl whenever the mortgage 

9 loan meets nll of tho rcquircmcmts of this net nnd could be made legally 

10 at the time of relcaso without tho r<'quircmcnt of additional colhteral 

11 Mortgage lonns shall be amortized by approximatcl,r equal payments 

12 sufficient in amount to pay nll interest and effect full repayment of 

13 principal within n 11eriod not in excess of twenty years Mortgage loans 

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

15 or five per centum of the paid·in capital of tl1c credit union wl1ichcvor 

16 is lesser The aggrcgntc total of mortgage loans shilll not exceed twenty~ 

17 five per centum of tl10 pai<l-in cnpital of the crcJit union The provfaions 

18 of this clause sliall not uo construc<l to apply to any mortgage loan 

19 owed to the crc·tlit union upon the effective date of this act or to the 
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readjustment or refinancing of any such mortgage lonn nor to a pur· 

d1Rsc money mortgage taken by tho credit union upon real cstato owned 

by it 

Without regard to tho limitations as to tho amount and term of 

any mortgage loan or tho aggregate amount of all mortgage loans set 

fort11 in this clause a credit union may grant any mortgage loan which 

is insured or guarnn'tccd in whole or ii~ part by the United States or 

r.ny iustrumentality thereof or if there is a commitment to so insure 

or guarantee 

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

located within this Commonwealth provided that tlie term of such 

loans shall not exceed one year and the aggregate amount outstanding 

011 all such loans shall not exceed ten per ccntum of the paid-in capital 

of the lending credit union 

(6) To deposit its funds in State banks bank and trust companies 

sa\'ings banks or national banking associations located in the Common· 

wealth of Pennsylrnnia 

(7) To im·cst its fum]s in #+e f0ll0wing iiweohm'Rta 

W ~ ffit ~ intereat lwa~ ohligHtieP.s et ~ URitPfl 

~ &P t~ ~ Uw l1tl;mH'H4' ~ the 11rineiral a-HJ interPSt a.a whlffi 
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t'Pt'llll:'•l tttt a ~ f'OPtleFate ft+ttl ~ tttt4ei' ttftY' fitw e+ ~ CommeH 

wt·nlll1 

~ ShtHf'd e.f ~ huil:lin~ ttttJ ffltffi ~ HWi11go ftttfl letttt aoi:oeintion 

t1l't:;1rniP.etl ~ 4-e ffiwe e.f Utitt CemmonweAlth 6i' e.f fTH:Y "1'etlePttl 

1•nvi111=;1i ft+ttl ~ Rf'ifloeiation ffi tlte e~•tent t-6 wltit4t #te withdPflW!ll 

..+tJ ~ IneuFtmen CoP11oration tlUFBHtHK t-6 **1 JlPO'ii1 isi0nd ~ #te 

X Rti~na\ Ueut>iHg ~ ~ fHt1entlmente flfffl t1H:pf1lementa hePetofe.Fe e-P 

l·,ppeRhPt' enaeted 

(J} ~ A-Hd ~ * t-J+e Pemv;Vl'ia-uia liea:iHf( AgeHey ~A 

W ~ ~ &+ DeeemlieP 3 ~ fl! I. ~ hnowH M ~ "IIouoinr; 

A~t>lle;Y .J.&w!! ANY INYEST~lENT THAT IS LEGAT, FOR SAY.­

INC:S B.AXKS OR FOR THE rxv:EST~IENT OF TRUST l'UNDS 

UXDEH THE LA 'vs OF THE CO~DION"TEALTII 

Tho provisions of this c1amo shall not apply to any invcstmellts -

Jawfu1ly owned by a credit union upon the effective date of this act 



11 Printer's No,-t'!'"963 
1 (8) To borrow money. suhjcct to tho limitations hereinaf tor set 

~ forth 

3 (0) To make arµend alter and repeal bylaws not inconsistent wilh 

4 law for the regulation of its ~ffairs (lnd the conduct nntl management 

5 of the credit union lmm~diatcly upon tho adoption of the bylaws or 

6 any additions thereto or any alteration aqienclment or repeal thereof 

7 nqtk13 pf sqch fact and a c9py of such bylaws or such Alteration amcud­

ij 1ncnt or f!}peal shaH fortl~with be sent to tho Hopartmon~ of Banking 

9 The Department of Banking shall within sixty q(lys ~{tor receipt 

lQ theraof hRve the 1wwer to disttpprove fqr ~ny rcasop~plo calise stat~q 

U. in writing any snch h,yl!lw or anJ' in1oh altorntion Amondrnont or repe~l 

l~ thereof but the bylaw alteration amendment or repeal shall be effective 

13 until th~ dep~rtment disapprovtis it and gives notice ~herCl<>f to the 

14 ~rJ:Jilit qn~91' 

15 

16 

17 

18 

19 

20 

(10) To hold pµrclwi;e mortgag~ lllter imprpve ~n~ sel} sneh re{l) 

property ~mcl furnHtn-e !lnd fixtures to be used tlgirein (ls ~~e purposes 

of thQ credit ~nion require an<l whi9h the credit uniop occupies or 

intenqs to occupy fo:r tl10 transa.ctioll of jts business or p~rtly so oe­

~upi~s and partl~· leases to 9thers provided that the cost at the time 

of ~cquisition of sµch real property and furniture and fixtures therein 
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1 shall not exceed in the aggregate fifty per ccntum of the unimpaired 

2 surplus and undivided profits of the credit union or fho per centum 

a of its unimpaired capital up to one million dollars ($1,000,000) plus 

4 three per centum of its capital over one million dollars ($1,000,000) 

5 whichever is greater except with tho prior written approval of the 

6 Department of Banking 

7 (11) To purchase group insurance at reasonable rates on the lives 

8 of its members in an amount not to exceed tho respective shares bal-

9 nuces of such members 

10 Section 6 }ifcmbcrship Credit union organizations shall be limited 

11 to groups having a potential membership of one hundred or more adult 

12 persons and a common bond of association within a well defined com-

13 munity or rural di~trict by reason of occupation or of membership in 

14 a religious congregation or fraternal or labor organization The member~ 

15 ship of a credit union shall be· limited to and consist of the incoll* 

16 rators of the credit union and such other persons having the common 

17 bond of association set forth in the bylaws as havo been duly admitted 

18 members have paid the entrance fee as provided in t1ie bylaws have 

19 sub~cribed for one or more shares and have paid the initial installment 

20 thereon Organizations composed principally of the same general group 
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1 as tho credit muon ml'mbcrship may bo members :Employes of credit 

2 unions may bo members o{ such credit unions but no such cmploycs 

3 shall be permitted to vote or hold office Persons who arc members 

4 of tho immediate family of & member of tho credit union an<l who 

l) share tho same domicile with a member may be elected to membership· 

6 but may not hold office 

7 Shares may bo issued in tmst for or in joint tenancy with the 

8 right of survivorship with any person designated by tho credit union 

9 member but no joint tenant or beneficiary of a trust shall bo permitted 

10 to vote obtain a loan or hold office unless 110 is within tho field of 

11 membership and is a qualified member in his own right 

12 Section 'l Reports and Examination Credit unions shall be under 

13 the supervision of the Department of lfankiug of tho Commonwealth 

14 The Department of Banking is hereby authorized and cmpowcrcu to 

15 issue general rules and regulations and sp{!cific ordcr3 for t110 1notcc· 

16 tion of members of credit unio11s for insuring the conduct of tho lrnsi· 

17 ncss of cre<lit unions on a safe ancl sound basis an•l for tl10 cffccti\'O 

18 cnforcemcnt o.f this act Credit unions shall report to the Department 

19 o( Banking as often as may be required by it and at least annualJy on 

20 -blanks. supp1ie<l by the depa1·tmcnt for that l)lll'po.rn Snpplcmcntary 
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1 tcports nrny he req\.lire<l by the department froih time to time Credit 

2 u11ions shall be examined as of ten as inay be req1iirc<l by tl1e clepatt-

3 111cht atld at least a11nually aiid the departhicht znay llso such other 

4 methods of assuring itse1f of the ccmdition of the credit uilibns as it 

5 shall ilcctn advisablo Tho cost of all s1icl1 cxarl1inations and inspections 

'8 shall bo 1mi<l by tho credit union A credit uriioh shall also pay an­

'7 imally its propottio11ate sha1'c of the ovethead expense of tho Depart-

8 rnent of Banking iletetn1incd by general tule or regi1lation of the de-

9 llattmcnt J<'or failure to tile rcpotts y~·hen t:hio ui1lc.ss oxci.tsed for cause 

10 a credit 1\nion sliall jl(r to tho Department of Banking th~o dollars ($5) 

11 for each (lay of its delinquency 

j 2 if tho dcpai-tinm1t deteniiiiles tliat a credit union (i) is violating 

13 any of the provisions of this act or Any rule ot rcgulatioh Of tho de" 

14 parftneilt issued under and \vithih the authority of this Act (ii) is coh· 

15 <li.Iclittg its busihc:sS iii an unsafe manner (iii) is ih ilh ilnsafe and 

16 Utisouh<l condition to fransact its business of (iv) iS insolvent the de~ 

17 partment may serYe written notice of its intention to take pbsSessioh 

18 of the credit i.uHon If the cohciition contirtucs for a period of fifteen 

19 dajs after the giving of such notice the dcpa1"hi1mit may ih its discre-

2() tioh t11ke possession of the busiiiesa and property of the credit union 
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1 nwl retain possession until such time as tho comlltion predicating 

2 such nction is remedied or until tl1e affairs of tho credit union aro 

. 3 finally liquitlated The department may take similar action if any report 

4 is 11ot filctl within a periotl of fifteen tlays nftcr it is duo 

_ 5 Any person aggriev,:)d by the net ion of tho Department of Bank-

6 illg in taking posscs~ion of a credit u11ioi1 mtty within forty·fivo days 

7 but uot thereafter appeal to tho Dnnphin County Court whereupon 

8 the matter shall be set down for heari11v; tlo 110\'0 

9 Section 8 .Fiscal Year Tho lisMl y1..•111· of nll credit unions shall 

10 cwl on December thirty-first of each year 

ll Section D Meetings Tho ammal meeting shall ho hold at tho time 

12 place and in the manner indicated in the bylaws Special meetings may 

13 also be held in the manner provided in tho by1uws At all meetings a 

14 1nem ber shaU have but one voto irrespective of his share holdings Thero 

15 slrnll Le 110 votiug Ly proxy but any member other than a natural 

16 person may cast its vote through an agent duly delegated ancl appointed 

17 agent in writing 

18 Section 10 Elections At tho organization meeting and at all sub-

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

20 of not less than live 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 oflice for such terms respectively as tho bylaws provide and m~til sue-

3 ccssors are duly qualified A member shall not serve on more than one 

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

5 not be the treasurer or an assistant treasurer may serve as a member 

6 of tho supervisory committee or of the credit committee A statement 

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

8 and tho committees and the officers shall be filed with the Department 

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

10 failure to file such statements whC'n due unless excused for cause the 

11 credit union shall pay to the Department of Banking fi\'e dollars ($5) 

12 for each day of its delinquency 

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

14 ad6ptc1l by the incorporators of the Ncclit l~nion and copiC's thereof 

15 shall be tra11smittcd to the department nlong with the articles of in~ 

16 corporation as provided heretofore in this act 'l'hcreaf ter bylaws shall 

17 be adopted altered amendc<l or repealed by the majority of the share-

18 hold~rs at any annual or spe~ial meeting of the credit union if notice 

; - . 
thereof is gi,·cn in accordance with the bylaws at whic11 a ·quorum ·of' 19 

20 the ~c~~bers as provided i~· the byhws is present 
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1 Sl'ction 12 Directors nnd Offiecrs A At the first meeting the· 

2 directors ~hall elect from their own number a president one or more· 

3 vfoo presidcnCs a lr<'asurcr trnd a !ecrctary The e-ame individual may 

4: ho both trcABurcr nrnl secretary The directors may appoint one or more· 

5 a~ishnt trt'arnrcre Tho directors lllll)' appoint a membership officer 

6 from among tho mt'mbcrs of tho credit union other than the treasurer 

7 an M$istant trcnsurcr or n loan officer to approve applications for mem· 

8 Lership unclcr sudt conditions as tlw directors may prescribe except 

9 that Eo\l('h mt'mhcrship ofliccr so authorized shall submit to the directors 

10 at cii.ch monthly meeting a list of approved or pending applications for. 

11 mcmbcrsliip rccoircd since the previous mo11thly meeting together witlu 

12 ~n<'h oth('r rc)nfcd information as tlw bylaws or the board may rcquirn· 

13 The dircdol·~ sl1nll have ~cncral management of the nffairs of the·credit 

14 union 1rn1I are specificnlly required 

15 (1) To art on npp1ications for membership 

16 (2) To determine interest mtcs on loans 

17 (3) To fix tho !\mount of the surety Lond which slrnll be required! 

18 of nil oOiters am) cmploycs handling money which amount shall be not 

GH--SW-2 
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l less thau the minimum schedule established by tho Department of 

2 Banking 

3 ( 4) To declare dividends or recommend <lhideu<ls as provided in 

4 the bylaws 

5 (o) To transmit or cause to ho transmitted to the members all 

~. proposed amendments to the by1aws 

7 (6) To fill vacancies in the board and in the credit committee 

8 until successors are duly chosen and qualified 

9 (7) To determine the maximum indh'idual share holdings and 

10 subject to the limitations contained in this act the maximum individual 

11 loan which can be made with or without security 

12 (8) To have charge of investments mortgage loans and loans to 

13 other credit unions and Federal credit unions but not loans to members 

14 which are under the supervision of the credit committee as provided 

15 h~rcinafter 

16 (9) To fix the amount of compensation of directors officers com· 

17 mittce members the loan officer and employes and 

18 (10) To authorize an interest refund to mem~rs of record at the 

19 close of business on December thirty-first in proportion to the intero3t 

20 paid by each borrower during that year except that no interest 
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refund may be authorized unle~s a share dividend of not less thau 

three per ccntum has been <lcdared 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 directors and members of tho credit committee 

and the supervisory committee may be compensated if the credit union 

paid a dividend of not less than three per ccntum from the earnings 

of the last prece<lin~ year provided that the Department of Banking 

may prohibit or n'gulatc the }laynwnt of compensation of directors 

committee members and officers exclusive of tho 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 

com pensa f ion 

Section 13 Credit Committee The credit committee shall have the 

supervision of all loans to members otlier 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 nnd all application.s shall set forth tlw purpose 

for which the loan is dcsir('d the security if any offered and such other 

data as may be required \Yith1n tlie meaning of this section a pledge 
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1 of shares in the credit umon or the endorsement of a note may be 

2 deemed security At least a majority of the members of tho credit com· 

3 mittee shall pass on all loans and no loan shall be approved unless it 

4 is approved unanimously by the members of the credit committee 

5 present pl'ovided tbat the credit committee may with the approval of 
I' 

6 the -board of directors authorize one of its members acting individually 

7 to approve on behalf of the committee only loans which a:re folly 

S secured by the pledge of shares The credit committee shall meet ae. 

9 often as may be necessary after due notice to each member 

10 Section 14 Supervisory Committee The dnti("s of the supervisory 

11 committee shall be as :follows 

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

13 least quarterly including an audit of its books and in tho event tho com-

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

15 the credit union together thereafter and submit its report to them 

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

17 annual meeting of t110 members of the credit union 

18 (c) By unanimous vote if it deems such action to be necessary to 

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

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

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

3 suspension The members at tho meeting calle<l for this purpose may 

4 sustain such suspension or rcmo\·e such person from ofiice or may re-

5 instate such person 

6 (d) By majority vote the supervisory connnittcc may call a special 

7 meeting of the members to consider any matter submitted to it by the 

8 committeo Tho committee shall £11 vacancies in its own membership 

9 (c) Whenever tho supervisory committee fails to make the exrun-

10 inations reports and amlits as provided in clauses (a) aud (b) of this 

11 section the board of directors shall remove from office the members 

12 of the supervisory committee and appoint a new committee to make 

13 such examinations and audits or tho board mS\y employ the services 

14 of a public accountant to make such examinations and audits The 

15 charges for the services of such public accountants shall be paid by the 

16 credit union If the board of directors under such circumstances faila 

17 or refuses to act the Department of Banking may remove the members 

18 of the supervisory committee aud issue an order on the board of direc-

19 tors requiring such examinations and audits to be made by a public 

20 accountant at the e:-i.."'Pcnse of the credit union 
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Section 15 Capital The capital of a credit union shall consist of 

the payments that have been made to it by the members thereof on 

shares The credit union shall have an automatic lien on the shares of 

a member for any sum due it from such member or for any loan en· 

dor~d by him Shares of a credit union shall be transferable only to 

other members of the credit union 

Section 16 Joint Accounts A \Vhene\'er shares 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 repurchaso value 

thereof except upon proper receipt acquittance or other action as the 

case may be of all of such persons unless at t1rn time of subscribing 

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

arrangement and give the credit union written notice thereof 

Il 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 dividentls thereon or the repurchase value thereof may be paid 

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

or any of such persons the credit union may pay such dividends or 

repurchase value upon such receipt acquittance or other action as the 
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1 l'ase may l>c of dthcir or any of such persons pursuant to the arrange-

2 mei1t prol'ided for in this section notwithstanding the fact that one or 

3 more of the other 11ersons may be dead and the credit union has notice 

4 thereof 

5 C This section shall not be construed to affect share acoounts in the 

6 llnmcs of a husband and his wife 

7 Section 17 Shares Held in tho Name of a Minor or as Trustee 

8 A Shares may ho issued and payments on subscribed shares received in 

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

10 B Whenever shares of a credit union slrnU be issued in the. name 

11 of any minor not less tl1an twelve years of age the credit uuion may 

12 pay tho dividends or earnings there.on as well as tlie withdrawal value 

13 of such shares to such minor without the assent of l1is parent or guardian 

14 The rccei1•t acquittance or other action requirC<l by the credit union 

15 to be takc'Jl by the minor shaJI be binding upon such minor with like 

16 efTet~l as if such minor were of fu11 age and shaH be a yalid release t-0 

17 tho credit union Tho parent or guardian of such minor shall not in his 

18 capacity ai: parent or guardian have the power to attach or in any 

19 mammr transfer any shares issued to or in the name of such minor 

20 C \Yhenover shares of a credit union shall be issued f.o any person 
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describing hinu;clf in subscribing for such shares as trustee for any 

persoi1 or persons and 110 other notice of the e.xistcncc auJ tcnus of a 

yalid trust than such description slrnll 11ave been gh·cn to the credit 

union the dividc111ls or earnings on such shares as well ns tl1e withdrawal 

value of sttch shares shall in the event of the death of the person so 

described as trustee be paid to the person or persons for whose benefit 

t11e sl1arcs were stated to have been subscribed if at the time of payment 

such beneficiary is over sixteen years of age Payment may be mndc to 

any such Lendieiary 'who is not less than sixteen years of l\ge under 

the same cornlitions as if such shares had been originally subscribc<l for 

by him If there arn hvo or moro beneficiaries named on any such sharea 

the credit uuiou shall in the. absence of written notice to tho contrary 

make payment to surh of tlie beneficiaries ag may survive tho trustco 

in equal portions The receipt or acquittance of any such benruiciary 

or bencficiaric~ for payments made in ac~ordanco with this section shall 

be a full complete and valid release of the credit umon from any 

furt11er liability for the amounts so paid 

Section 18 Entrance Fees A credit union may charge an entrance 

fee of an a.mount not in excess of one dollar ($1) as tnay be provided 

by the bylaws 
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Sc-etion Hl Hates and :Fines Interest rates on loans made by a 

crc<lit union to its members sl1all not exceed tho mte of six per centum 

pnr annum when discounlc<l on loans which arc rcpr,yablo in equal in­

stnlhncnts or the rate of twelve per centum per annum when calculated 

on tho unpaid principal balnncc~ On a discounted loan which is prepaid 

Ly t'M·h n•newal or othc1wisc at any timn prior to maturity the credit 

uuion sl1all rofu111l to the borrower the amount of unearned interest 

or discount l'ah·ulatctl at the origiiinl contract rate on the total amount 

o( full iustallmcnts to hct·omn due for the term of all subsequent full 

instnllml'nt p<'rio<ls providc(l tho credit union shall not be required to 

refund nny snd1 u1l<.'arnc1l interest or discount when the amount due 

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

pay nn i11~h1ll111cnt or installments on a discounted loan when due a 

fino mRy he chargc1f whid1 sl1nll in no case exceed one-fourth of one per 

ccntmn for each week of dnlinqueucy on the amount in arrears except 

tlint a minimum fine of five cents may be charged W11en interest is 

ealculate(.l on the unpaid principal balances it shall be computed for the 

actual numbe.r of days which have elapsed at the time of payment 

No other ch:wgcs or fines shall be collected other than fees to public 

offieials and re;Bonable fees of attorneys and outside collectors or out-
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side collection ngC'J1dcs pro\'iilc~l Jhc 11ggrcgatc of sm·h fees does not 

exceed twenty per ccutmn of the outstamling loan balance Th~ taking 

rccch·ing rcscn-ing or d11uging interest greater than allowed by this 

section shall be tlcC'mcd a forfoitnro of tl10 e>nthc intc>rcst on tho loan 

except when such oYcrclrnrgo is tho result of n dnrkal error in compu~ 

tation In case the greater interest }1115 bcl'n 11nid the borrower may 

witl1in six months after paymnut recover from tho credit union the 

entire amount of interest pnicl except when sndt overdutrgo is tho result 

of a clerical error in computation in whid1 cll~c only the excess inte.rest 

p::ii<l may be rccovcre(l 

Section 20 Powc1· to Borrow .A <·rcdit union mny hor1·ow from any 

source a sum not exceeding fifty per CC'Jlhnn of its Cilpital surplus and 

Hrnlh-idc(l profits for the pmpose of meeting the demand for loans to 

members or for the purpose of meeting demands for !'hare withdrawals 

proYiclcd that a credit union sl1all uot borrow for the purpose of making 

investments authorized by section 5B el{luse (7) of this act 

Section 21 1.oans A credit union may make loans to its membera 

only Loans must Le for a pm1wsc dccme<l by the credit committee to 

be provident or for productive purposes and must be matle subject to 

the conditions contained in the bylaws A borrower may repay his loan 
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1 in whole or in part any day the otllce of the credit union is open for 

2 lmsinC'.ss A <lil'ector oiliccr or member of any committee may only bor· 

3 row from the credit union in which he holds office an amount not exceed· 

4 ing l1h total sbareholdi11gs plus the total sh.arcs of any other member 

5 free and unplcdgcd which arc pledged to secure the loans of such direc-

6 tor officer or committee member Ko director officer or member of any 

7 committee may endorse a loan granted by tho credit union in which he 

8 holds office 

9 Section 22 Hescrn•s All entmncc. fees collected and twenty per 

10 centum of the nnuu::i.l net earnings shall Le set aside as a reserve fund 

11 'Vlicn the rcscn·,·e fuud equals ten per centum of the capital -0£ the 

12 credit union or ten per centum of the total amount outstanding in loans 

13 to memhcr.s whichever is larger the credit union may with written 

14 Approntl of the Department of Tlanking redu<.'c the amount annually 

15 set n~itle from net earnings to ten per c~ntum 'Vlum the res<:lrve fond 

16 equals twenty per ceutum of the capital or twenty per eentum of the 

17 amount outstanding in loans to members whichever is huger the credit 

18 union may with written approval of the Derartment of Banking discon-

19 tinue inci·casing the re.serve fun<l The resen·e fond thus established 

20 ~hall not lie loaned out to members and i>hall be deposited in a bank 
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accom1t or im·cstcd in such investments as are authorized by section 

5ll clause (7) of this act The rc.sen·e furnl shall belong to the credit 

union and shall not be distributed except in ci\so of liquidation The 

board of direct.ors shall dcddc the loans which arc to bo charged off 

against the reserve funtl provi<lwl that tho Department of Banking may 

at the time of examination of a credit union rccounncnd for c11arge-off 

such loans which in its opinion arc 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 rccch·ed from 

the repayment of a loan after it has been charged off against tlm reserve 

fund shall be credited back to said fund 

Tl1e directors are authorized after the required resC'.rve has been 

provided for to make additional transfers from undivided profits to a 

contingent reserre for other antici1rnted losse.s and expenses provided 

that tl10 members at the annual meeting may retransfer any part or all 

of such contingent rcserrn to the undivided profit ac~unt 

Section 23 Dividends The directors of a credit union or the mem­

bers on recommendation of the directors whichever the bylaws provide 

may declare an annual or semi-annual dividend from net earnings which 
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l dividend e.hall be paid on all slrnrcs outst~nding at the end of the fisc.al 

2 ye.ar or semi-annual period tl1creof whichever the bylaws provide Shares 

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

4 portional part of sueh dividend calculated from the first day of the 

5 month following such payment in full The equivalent of the par value 

6 of one share of stoek shall be considered as a full paid share in the-

7 ealculation of diddends 'Vitbin 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 dividends for t1ie full month in which such 

10 payment is made Diviclcnds may be added to the credit of the members' 

11 slu\re accounts paid in cash or partially credited to share acoounts and 

12 partially paid in e8sh at the option of the board of directors 

13 Section 24 J:xpulsion and 'Vithdrawal A member may be expelled 

14 hy a vote of two-tliirds of the mcmbm·s pre.sent at a regular or a special 

16 meeting called to consider the matter at which a quorum as provided 

16 in the bylaws is· pre~cnt bnt only af tcr a hearing af tcr due notice to 

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

18 reasons for such proposed expulsion Any member may wit11rlraw from 

19 the credit union at any time but notice of wit11drawal may he required 

20 All amounts paid on shares of an expelled or withdrawing member with 
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l any dividends accredited thereto to tho date thct·cof shall M funds be· 

2 come available and after deducting all Rntounrs duo from tho member 

3 to the credit union be pniJ to him The crctlit union mny require sixty 

4 days' notice of intention to withdrnw shares Withdrawing or ('.Xpellc<l. 

5 members shall have no further rights in tho credit union but they shall 

6 11ot by sueh withdrawal or <'Xpnlsion ho r(l)cn~ctl from any remaining 

7 1inbility to the credit union 

8 Section 25 Changn in Pince o{ lfosin(ISS A <-redit union may change 

9 its place of business upon tho flling of A cortiticnte o{ such elumge with 

10 thl' Department of Stnte :rn1l tJ1e Department of lfanking 

11 Section 20 N otire to )fem be rs A II written noticeJ! required by this 

12 act to be given to members shall be delivered in 11crson to each member 

13 or m:tilcd to c>ac>h rnmnher at the acldrc~ for such mcmhcr tlppcnring on 

14 the rccords of tho credit union 

15 Seetion 27 ConvC'rsion A A credit union may he converted into a 

16 Fe<foral credit union under the lnws of tho United Sta.tc~" by complying 

17 with the following requirements 

18 (1) The proposition for such convcrsion shflll first he approved 

19 bv a majority vote of the directors of the cr<'Jit union who -shall also . . . 
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1 set. R date for the vote thereon hy the uiembers The vote of the mem· 

2 hers shall be conductoo at a meeting held on such date or by written 

3 ballot to be filed on or before such date \Vritten notice of the proposition 

4 and of the date set for the vote shall be given each membar ~ot more 

5 tl1nn thirty nor less than ten days p.rior to such date Approval of tho 

6 proposition shall be by the affinnative vote of a majority of the membe.rs 

7 · · in person or in writing 

8 (2) A statement of the result of the vote verified by the affidavits 

9 of the president or vice president and the secretary shall be filed with 

10 the Department. of Banking within ten days after the vote is taken 

11 (3) Promptly after the vote is taken and in no event later than 

12 ninety <lays thc.rcafter if the proposition for conversion was approved 
' 

13 the credit union shall take ::nch action as may he necessary under the 

14 applicable laws of the United Stat(l{! to make it a Federal credit union 

15 ancl within ten days af t<'l' re.ceipt of the Federal credit union charter 

16 it i.;hnll file a copy of the <'hartcr thus issued with the Department of 

17 State wl1ich shall furnish a copy thereof to the Department of Banking 

18 Upon snch tlling with the Department of State thn credit union slrnll 

19 no longer be subject to any of the provisions of this Rct The sne<'essor 

20 Federal credit union shall be vested with all of the assets and shall 
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1 oontinuo rc>.sponsible for all of the obligations of the credit union thus 

2 conYcrtc<l t-0 the same extent as though the conversion had not taken 

3 placo 

4 B (1) A Fedora\ credit union organized under the laws of the 

5 United States may be c-0nvertcd into a credit union subject to the 

6 provisions of this act by 

7 {a) Complying with all Federal requirements requisite to enabling 

8 it to convert. to a credit union or to cease bC'ing a Fe.deral credit union 

9 (L) Filing with the Dcpartmcmt of Banking proof of compliance 

10 with sudt }'ctlcral r('quiremcnts in form ~atisfnctory to the department 

11 (c) Filing with the Department o( Banking articles of conversion 

12 whieh sha11 set forth 

13 (i) The propO$<.'d name of the oonverted cre<lit union 

14 (ii) Tho exact. location of the principal plnce of business of the 

15 ('rcdit union into wl1ich the Federal crerlit union plans to bec-0me con-

16 vertcd 

17 (jii) The nnmbe.r names and addresses of the persons to be the first 

18 directors of the converted credit union 

] 9 (iv) All other stafC'ments required by this act to be set forth in 

20 original articles of incorporation in the c.ase of the formation of a 
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l credit union in so far as suoh information is -applicable to a }'oocral 

2 cre<lit union proposing to become converted into a credit union 
l" 
" 

3 (2) Immediately upon tho receipt of the articles of conversion the 

4 Department of Banking shall conduct suc.h e,"l\amination as may be 

5 deemed necessary to ascertain from the best sonre-es of information a' 

6 it.s command 

7 (a) \\TJiet.her the name of the proposed credit union conforms with 

8 
the requirements of law for the name of a eredit union and whether it 

' 
9 is tho same as one already adopted Qr reserved by another corporation 

. . 
lO . or person or is so similar thereto that it is likely to mh;leatl tho public 

11 
(b) \Vhether the com·c.rsi?n is made for legitimate purposes ,-- ' 

12 (c) 'Vhether the interests of members and creditors are adequately 

13 
protected 

14 
(d) 'Vhcther the proposed credit union meets all of the require-

15··· 
ments of t11is act and violates none of its prohibitions npplicablo to a 

16 
credit union incorporated under this act 

17 (c) \Vheflrnr the Federal credit union has eomplied with the re-

18 quirements of the laws of the United States as they relate to the c.on-

19 •e.rsion of a Federal credit union into a credit union 

644--S"T-3 
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1 (3) \Vithin sixty 'days after receipt of the articles of conversion 

2 the Department of Uanking shall upon the basis of the fa<Jts disciose<l 

3 by its investigation <'ithcr approve or disapprove such articles If the 

4 dc.partmcnt npprores the articles it shall register its approval thereon 

5 and shall forward them to the Deparhncnt of State for filing Immedi· 

6 ately upon receipt of the approved articles of com·ersion the Depart· 

7 ment. of State shall file the article.s and sha1l issue t-0 the credit union 

8 a certificate of com·crsion The conversion shall become cffootive im· 

9 mediately upon such filing and the oonvertcd credit union shall have 

10 all the rights privileges immunities and franchises of the ~,ederal credit 

·· · 11 union ex~cpt that it shall not thereafter acquire authority to engage in 

] 2 any business or exercise any right which is forbidden to a credit union 

18 when originally incorporated under this act 

}j If the Department of Ranking dis.approv<'s the articles of con· 

16 vc.rsion it shall return them to t.ho Federal credit union desiring t-0 

16 liecome converted into n crN:lit union stating in detail its reasons for 

17 so doing 

18 Sedion 28 V ohmtary Dissolution A L\ny c.redit union may elect 

19 to dissolve voluntarily and winl\ nµ its affairs in the manner hcreinaft.er 

20 provided in this ~ectfon However if it shall appear to the Department 
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1 ()f Banking upon an examinatfon of the bus.incas assets and a.fiairs of the 

2 crcclit union that its assets will probably be insuffiruent to pay in full 

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

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

finally liquidated 

6 B 'l'he pr~edure for voluntary dissolution shall be as follows 

7 (1) A plan of dissolution :>etting forth in <let.ail the number of 

8 liquidating trUBtees which shall be one three -0r five to be elooted by the 

9 nwmbcrs the amount of the bond which slrnll be supplied by eac.h of 

10 the liquidating trustees au<l the. powers duties and compe-nsation of such 

11 trustees shaJl be adopted by a vote Qf at least two-thirds of all dirootors 

12 of the credit union 

13 (2) A meeting of the membership shall be called for tha purpose 

14 of acting on the plan of dissolution \Vritten notice setting forth t~e 

15 date. and purpose of s~ch meeting shall be furnished each mamber at 

16 . . le~st. te~ days prior to tlie date of the ~eeting The plan of dissolution 

17 shall be adopted upon the ~ffirmative \·ote of a majority of the entire 

18 '~~~~;ship of. the credit union in person or by written ballot 

~ . ; 

.. 
·. :: ·:: :···, .. .. ' . ~; . ' "" ~ ' . 



963-Printer's No. aa 
~' ?. : ... -: . ._ f ~ -\ :· , : "'. . ;·-< ~ ~ . ~ ~; ! : ·: 

'-~ 1 · , -(3 ). ui;on -aJ~l~~~,:ai of tho plan the members shall forthwit.h pr9c~oo 
~ .. .. '- . ~ . . -

2 to elect the numbur of liquidating trustees provided for in tho plan ,_ 
'. .. , . -. ::. .. -~ .. 

3 on <lissolution 1f more than one liquidating trustee is to be elccJed 

4 each member shall have the right to multiply his vote by the nmnber 

.. 
5 of trustees to oo elected and cast the whole number of such votes for 

6 one c~rn1idatc or distribute them among two or more citndidates The 
• 

7 eandidatcs recch·i11g the highest number of votes up to tho number of 

. ) 

8 liquidnti11g trustees to be chose.n sha]l ho clC<!tcd 

1} ( 4) A certificate of election to dissolve signed and verified by at 

10', least two duly authorized officers of the credit union shall ho executf4d 
: ~ 

n 

ll and delivered to the Department of Uanking Tho certificate shall set 

_\ .. 

12 forth 

13 (a) The name of the rrcdit union 

14 (b) The exact location of its place of business 

15 (c) The names and. a~·lr~sses of its officer& and directors 
, - . . 

16 
.. ,-· .· 

{d) The number of directors voting for ai;id the number votip.~ 
• ' • ' ' ' I • ~ ' • • ' • "' o ~ .... 

17 against the proposed plan of voluntary dissolution 

18 (e) The total number of members an~ the nll:ill~er <?~ m~bers v?t:-
• ,( •~·I : ~· ', • \ ."'' 1: ·.~ .- • ·.· "' ·! ' ; ' '' • ~'.'. :,·, .J~" 

19 ing i:>r and the number \•oting against the proposed plan of voluntary 

20 dissolution 
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(f) The uamcs and a<ldresse.s of tho proposed liquidating trustees 

and the number of ''Otes ·received by every c.hndidato for tho position 

of liquidating trustee 

(g) Tho amount of t]ie bond required to be supplied ·by each trustee 

(h) Tho signed statement under oath or aflirmation of each of tho 

proposed liquidating h~stces that· ho is willing to servo as liquidatillg 

trustee subject t-0 the provisions of. this act and to the terms of the pro-

posed plan of vohmtary dissolution. ~hat he ~ill so far as the duty do· 

volvcs upon him diligently and honestly liquidate the affairs of tho 

assoc:iation and will not knowingly violate or permit to be violated ~riy 

of the provisions of this act or of the proposed plan of voluntary liqui· 

dation 

(i) Tho pro{>9sed plan of voluntary dissolution , 

(5) Upon r~eipt of tho certificate of election to dissolve t.he De-

15 . pa~tme.nt of B~nking sh~ conduct an examination or ·an· investigation 

16 . or take such Qther action as it deems necessary to de~ermine · whethe·r 

17 . to approve th~ plan of voluntary dissolution If the department deter· 

18 mines th~t ~hi;\ pll;ln of voluntary dissolution do~ ~ot .prejudice the 
.. ·1 

19 )11t~re.ste, .of membera or creditors it ·shall .endorse its approval on the 

20 . ~riificate.~f eJec.tion to dissolve and ~end it to the Department of State 
. . . ' 
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1 for filing If tha Department of Bftttkihg disi:\pproYC5 the plan it shall 

2 retum the certificate to the cre<lit union statihg ht datrtit its reasons 

3 for doing so 

' 
6 

6 

7 

8 

9 

10 

11 

12 

13 

(6) Up<>h the filing by the Dt'lparrment of Stille of the certificate 

of ekctiori to dissolve tha Deparlmeht of State s}iall futnish a copy 

thcrrof to the DepartmEmt of 1Janking nttcl the credit union Upon suc.h 

filing the crc<lit union shall cease to ti.'Ansact its busirtcs3 aud the liquidat· 

irtg trustee or tru~tee..s shall cotnm"'hce the li<'}uidation ol the assooiation 

The Hquidnti11g trustee or trustees shall thereafter be aut.horized to 

cl\rry out in his own ttame or in· their own nam~s As liquidating trustee 

or trustees of the association the powets granted to him or them by 

the plan of voluntary dissolution and may sue and be sued for the pur~ 

pose of dctennit1ing and ehforcirtg the debts due the credit union and 

14 . its obligations 

l:) ., .C The liquidating ttustee or trttst~<'.8 shall prMeed fo the ·manne'r 

~6 . p.ro,·ided by. regulation of the Departtnt\tlt of· Da:nkililt to gather the 

17 assets determine the H~bilitles and. tHsttlbute the ·asset8 of the' credit 

lS. m1idtt Uhtll Its ·affaits an:r fully adjust~{l and Wouncl up 'rhe ·Hquidating 

19· tnfatee · ot! ttustliM ~hall notify ·au ctedltors: tincl ffiefiibers ·app0aririg 

20. on tha reMrds of flte as~~iation by tiotice sent fd or gi-fen af'th~ address 
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1 ia.ppcaring for S\lch ~\'00.itor or member on tho rooords or If no addre:!-S 

~ ap[)cars thero at the last known addross of the cre<litor or mcml>er of 

a the 1unount whit1h the records 8how to be. due such member or creditor 

4 

5 

6 

7 

8 

9 

10 

11 

12 

The Hquidating trustee or trustees shall also advertise once a week for 

three consccuth·e weeks in a 11('.wspaper of general circulation and in 

a legal newspaper if any in the county in which the credit union is lo­

('ated that the creJit union is ll'lui<lating pursuant to a p)an of voluntary 

liquidation Tho advertisement shall set forth a date not less than ninety 

days after the <late of tho first published advertis(lment before which 

all creditors or members must present their claims under oath or affirma-

tion to the trustee or trrn:t<'es or be bound by the nmount shown on 

the records of the credit union to be due them There.after all claims 

13 . shaH be permanently barred Any claim which is rejected or disallowed 

14 by the trnstee or trustees slrnll be barred unless suit is instituted thereon 

15 'vithin ninety days after mailing of the noth·c of rejection or disallowancc 

16 D The Department of Banking shall continue to supervise the 

17 credit union in the hands of thr. liquidating tnistce or trustees until 

• :---/,r 18 the liquitlation is complete and tho affairs of the credit. union are fully 

19 settled 
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1 Section 20 Ad,·erse Claims Notice to e. credit. miioi1- of ~n adYcr~ 

2 cJaim ng11inst sJrnrC's standing in the. name of any member shall noi.' 

3 bo elfcctual to cause tho credit union to reoognize such adverse clahrt 

4 uufos.s tho tukcrso clRimant shall procure either an attachment or proper 

5 rMtrninin~ ot·der against the credit union from a court of oompetent 

6 juri~11iction in a cause of action therein institutoo by him wlrnrc.in the 

7 member or his legal rcpresent,'ltive is mado n party in the manner pro~ 

8 villl'd by law or unless he shall execute to the credit union in form 

9 nnd with sureties acceptable to it a bond indemnifying the credit union 

1-0 from any liability loss damages costs and expenses ari~ing from tho 

11 recognition of such adverse claim 

12 'l'his s<>.ction eh?ll not apply .in any iust.ance where the person in 

18 whoso uamo tho s1iarcs are held is a trustee for such adverse claimant 

l' n111) the fact . ., eonstituting sueh l'cla!ionship as well as the facts showing 

15 rcnsonnblo canw of belief on the part of the claimant that such trustee 

16 is about to miAAppropriato the shares arc made to appear by an affidavit 

17 of such claimant 

18 Section 30 Restriction It shall be unlawful hereafter for any 

19 porson association copartncrship or corporation C.."{Cept corporations -0r­

OO ganizC<l in accordance with the provisions of this act to assume and use 
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1 the words "crc~lit union~) in thcil' name or title or to 011crntc 111 the 

2 manner of a crc·(lit union .Any pcr5oll t'Op:ntn('rship 01· corporation 

3 Yiolating the. pro,·isions of this section shall Le guilty of n mistlcnu:~auor 

4 r.nd s11aH be punh:hablc by a fine which ~hall not Le Jess t1rnn ten dollars 

5 ($10) nor more than one thousand dollars ($1000) or by imprisonment 

6 for n pcriotl whidt shall not be less than three months nor more thnn 

7 two y<'ars or both in the <liscrntion of the court The. o1Hcers of n cor· 

8 porntion shall be liable to such irnnishmcnt if tho olTcnso is committed 

9 by a c-0rporatiou 

10 Section 31 Taxation A c1·cdit union organizc<l under this act s1rnll 

11 be deemed an institution for savings and its nss~ts togctho1· with all 

12 the accumulations therein shall not be subject to taxation except as to 

13 real estate owned by it The 8hares of a crc<lit tmion shall uot ho subject 

14 to a capital stock honus t~x or a stock tmnsfor tox when issued by the 

15 corporation 

16 Section 32 Hcpcals The act of :\fay 20 1033 (P L 1076) entitled 

17 "An act to pro,·i<le for the 01·ganization incorporation operation nud 

18 supervision of cooperative savings and credit associations to be termed 

19 credit unions designating such credit unions as corporations and defining 

6-U-S,V-4 
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1 tbcir powers and duties conferring certain powers and duties on the 

2 Department of Bauking an<l providing penaltiesn is repealed 

3 All other acts and parts of aC'ts a:te repNtlcd in so far as they are 

4 inconsistent herewith 

5 Section 33 Effective Date This act sha1J take effect immediately 

We oort.ify that this biU has passed the Senate and the HouM of 

Repreee-n ta tivefl. 

• ......... • I • • •••••••••• II II • " • " ••• " •••••• "' 

Ohief Olerk, Senate 

........................................ 
President pro tempoPe, Senate 

........................................ 
Speaker, Hou~ o! 'RepreMnt:eti.,.. 

;\ 11pro\·(·il Tl1e ........ day of • • • • • • • • • • • • • • • • • • • • • • A. D. 1961. 


