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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 644 i

MESSRS. MAHADY, STIEFEL, AND DEVLIN, IN PLACE,
MAY 10, 1961.

MR. SILVERT, COMMITTEE ON BANKING, AS AMENDED
JUNE 21, 1961.

H

AN ACT

To provide for the organization incorporation operation and supervision
of cooperative savings and credit associations to be termed credit
wnions designating sueh credit unions as corporations and de-
fining their powers and dutics conferring certain powers and
duties on the Department of Banking and providing penalties

The General Assembly of the Commonwealth of Pennsylvania

Lereby enacts as follows

EXPLANATION—~CAPITAL LETTERS Indicate new matter added to bill. Matter stricken-through
i *o Yp emitted from bill.

Underscoring Indicates new matter added to exlsting law. [Brackets] Indicate matter
siricken from existing law,
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Section 1 Short Title This act shall be known and may be cited
as the “Credit Union Act” -
Section 2 Definition and Purpose The term “eredit union” as used

in this act means a cooperative association incorperated under this act

or under the act of May 26 1933 (P I 1076) its amendments and

supplements for the purpose of promoting thrift among its members
and ereating a source of credit for such tmembers at reasonable rates of
interest for provident purposes

Scction 3 Mcthod of Incorporation A A eredit nnion may be formed
pursuant to the provisions of this act by seven or more incorporators
Such incorporators shall bo natural persons of full age who are residents
of this Commonwealth nnd who have a ~ommon bond of association as
provided in seetion 6 of this act

B Articlez of incorporation shall Le signed by each of the in-
corporators and acknowledged by at least seven of them befere any
officar anthorized to take acknowledgments within this Conﬁnomvealth
The articles of incorporation shall set forth

(1) The name of the proposed credit union which shall contain

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

services shall be within the scope of activities of stich associatiohs as
set forth in this act

(3) The prineipal place where its business i8 to be transacted which
shall be within this Connnonﬁealth

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

(8) The par value of its shares which pat valuo shall ot exceed
ten dollars ($10) for cach share

(6) The names and post oflice addresses of the incorporators and
the number of shares subseribed by each

(7) The hames and residences of each of the first directors not
less than five in number who shall serve until the first annual nieeting
of the eredit union and the name and residence of the treasurer

(8) The common bond of meimbership

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

may choose to insert for the regulation of the business and the internal

affairs of the credit union

C The articles of incorporation and two eopies 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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shall be establ@shed by the depa;rtmeni for such examination and such
investigation as it may deem necessary to ascertain

(1) Whether the character and gcner;i fitness of the-incorporators
directors and the treasurer named in the articles of incorporation is
satisfacto;'y

(2) Whether the character and number of the 4group proposed to
be 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 directors and group propesed to be
served 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 eredit 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

8 Banking shall upon the basis of the faets disclosed by the a'pplication‘

- and its investigation either approve or disapprove the articles -
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D If it approves the articles it shall endorse its approval thercon

and forward the articles to the Department of State Tho Department

of State ¢hall upon the receipt of the articles file the same and issue
to the incorporators or their representative a certificate of incorporation
Upon the issuance of the certificate of incorporation the corporate
e;xistence of the credit union shall begin The certificato of incorporation
shall be conclusive evidence of the fact that the credit union has been
incorpofated
E If the Department of Banking disapproves tha articles it shall
return them to the incorporators stating in detail its reasons for doing so
Section 4 Amendment of Articles The articies of incorporation may
“be amended at any>'reg1.11Aar or special meeting of the eredit union pro-
'vidéd written notice of the meeting and of the proposed amendment oF
amendments is furnished each member at least ten‘d'ays prior to the
meeting at which sich amendment or amendments will be considered
Amendments to the articles of incorporation must be approved by two-
thirds of the members present at any mecting at which the amendments
are considered and the proposed amendments shall be acted upon only
in the event a quorum of the members as pro{idcd in the bylaws is

present Articles of amendment shall be filed with the Department of
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Banking 1f tho Departinent of Banking finds that lhé articles of amen‘_(}-
ment conform to law it shall endorso its approval thercon and forward .
the drticles of muéndment to the Department of State Upon reeeipt of
tho articles of amendment tho Department of Stato shall filo the same‘
and issue to the credit union a cortificato of amandment

The articles of amondmont shall bo signed and verified by the
pfesident and sccretary of tho association and shall set ,forth‘ |

(1) The name and principal placoe of business of the eredit union

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

(8) The date of the meoting at which the smendment or ameng-
ments was adopted

(4) That notice of the meeting at which the amendment or amend-
mepts was considered was given to each member as provided in this get

(5) That at the meeting at which the amendment or smendments
wag congidered g 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 then 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 specified in its articles

of incorporation subject to the power of the G>enoral Assembly under
the Coustitution of this Commonwealth

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

name

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

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

B A credit union shall have the following spcciél powers

(1) To receive the sévings of its membors as payments on shares

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

(8) To make loans to any cooperative society or societies or other
organization or organizations which have memborship in the credit
ﬁniou

(4) To make loans to members secured by mortgages which are
first liens on improved real property situated within this Common-
wealth the improvement being an established dweling house for not

more than four families which is owned by the member of the credit

union making the mortgage and occupied or to be oecupied in wholo

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

shares of the credit union owned by the mortgagor may be assigned
or pledged ns additional collateral sccur‘ity for the mortgage 1_omi and
in such event !iao mortgage loan granted upon such property may be
increased by the withdrawal value of tho additional pledged shares to
an amount not to exceed a maximun total mortgage loan of ninety per
centum of the fair market valne of such real property and the credit
union may velease this additionnl collateral whenever the mortgage
loan meets all of tho requirements of this act and could be made legally
at the time of release without the requirement of additional collateral
Mortgage loans shall Lo amortized by approximately equal payments
sufficient in amount to pay all 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 twenty thousand dolars ($20,000)
or five per centum of the paid-in capital of fixe credit union whichever
is lesser The aggregate total of mortgage loans shall not exceed twenty-
five per centum of the paid-in capital of the eredit union The provisions
of this clause shall not bLe 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 ionn nor to a pur-
chase money mortgage taken by the credit union upon real estate owned
by it

Without regard to the limitations as to the 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 Stafes or
eny instrumentality thereof or if there is a commitment to so insure
or guarantee

(5) To make loans to other credit unions or Federal credit unions
located within this Commonwealth provided that the term of such
loans shall not exceed 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

(6) 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 iti\'est its funds in the folewing investnents

(&) Bonds er eother intercstbearing ebligations of the United

States er these for the pavment of the prineipal and interest on whieh
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the faith and eredit of the United States are pledged

() Bonds or other interest-bensing ebligations of the Common-

Mh&MW%ﬁ%WMWMW

rted town or rehool distriet thereof or an Aunthority whieh has been
mﬂe&mnbmkmpeﬁ%eaﬂdpe}iﬁeﬂm}efwlawe#%@eﬂm
wenlhth
orpanized under the laws of this Connmenwealth or of any Kederal
on sepirehace valne of such shares is hwwred by the Kedernl Sevings
hepenfter enncted

D) Boends and netes of the Pennsylvania Housing Apgeney ereated
by the aet of Deeamber 3 1080 (B L 1688) known a8 the “Housing
Ageney haw? ANY INVESTMENT THAT IS LEGAL FOR SAV-
INGS BANKS OR FOR THE INVESTMENT OF TRUST FUNDS
UNDER THE LAWS OF THE COMMONWEAL'.I‘II

The provisions of this clause shall not apply to any investments .

lawfully owned by a eredit union upon the effective date of this act
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(8) To Lorrow money subject to the limitations hercinafter set

forth

(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 Immediately upon the adoption of the bylaws or
any additions thc;reto or any alteration amendment or repeal thereof
notice pf such fact and a copy of such bylaws or such alteration amend-
ment or yepeal shall forthwith be sent to the Department of Banking
The Department of Banking shall within sixty days after reccipt
thereof have the power to disapprave for any reasanpable cause stated
in writing any such bylaw or any such alteration amendment or repeal
thereof but the hylaw alteration amendment or repeal shall be effective
until the department disapproves it and gives notice thercof to the
crediy ynion

(10) To hold purchase mortgage alter improve and sell such real
property and furniture and fixtuyes to be used therein gs t‘l}e‘purposes
of the credit union require and which the ecredit union occupies or
intends to occupy for the transaction of jts business or partly so oc-
cupies and partly leases to others provided that the cost at the time

of acquisition of such real property and furniture and fixtures therein
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shall not exceed in the aggregate fifty per contum of the unimpaired

surplus and undivided profits of the credit union or five per centum

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

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

whichever is greater except with the prior written approval of the
Department of Banking

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

Section 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-
munity or rural district by reason of occupation or of member-ship in
a religions 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 credit union and such other persons having the common
bond of association sct forth in the byléws 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

thercon Organizations composed principally of the same general group
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as the credit union membership may be members Employes of credit

unions may be members of such credit unions but no such employes

shall be permitted’ to vote or hold office Persons who aro members
of the immediate family of & member of the credit union and who
share the same domicile with a member may be clected to membership.
but may not hold office

Shares may be issued in trust for or in joint tenancy with the
right of survivorship with any person designated by the eredit union
member but no joint terant or beneficiary of a trust shall be permitted
to vote obtain & loan or hold office 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 be under
the supervision of the Department of Banking of the Commonwealth
The Department of Banking is hereby authorized and empowered to
issne general rules and regulations and specific orders for.tho protec-
tion of members of credit unions for insuring the conduct of the busi-
ness.of credit unions on a safe and sound basis and for the effective:
. enforeement of this act Credit unions shall report to the Dcparl‘fncnt
of Banking as often as may be required by it and at least annually on

-blanks . supplied by the department for that purpose Supplementary




963—Printer’'s No.

1‘-cporté may be required by the department frot time fo time Credit
unions shalvl‘ be o;amined as often as may be required by the depart-
ment and at least annually and the departinetit may use such other
methods of assuring itsedf of the condition of the cr‘édit uitibns as it
shall deet advisable The cost of all stich ¢xarhindtions and jiaspéctions
shall be paid by the credit union A credit unioh shall also pay an-
nally its proportionateé share of the ovethead éxbcnse of the Depart-
ment of Banking determined by genetal rulé or regilation of tlic de-
paitment For failure to file reports when die unless excitsed for cause
a credit union shall pay to the Department of Banking five dollars ($5)
for cach day of its delinquency

If the depaitiment deterniiites that a credit union (i) is violating

any of the provisions of this act or any tule or regulation of tlie de:

partment issued urder and ivithih the authofity of this act (ii) is coh-

duéting its business in an insafée manher (iti) is ih an unsafe and
utisoufid condition to transact its business of (iv) i8 insolvent the de-
partment iay serve written notice of its intention to take posséssion
of the cfedit union If the condition continues for a period of fifteen
days aftér the giving of such notice thé department may in its discre-

tioh take possession of the busiiiesa afid propetty of the credit inion
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awld retain possession until such time as the condition predicating
such hction is remedied or until the affairs of the credit union are
finally liquidated The department may take similar action if any report
is not filed within a period of fiftcen days after it is due

Any person aggrieved by the action of the Department of Bank-
ing in taking possession of a credit union may within forty-five days

but not thereafter appeal to the Dauphin County Court whereupon

the matter shall be set down for hearing de novo

Section 8 Fiscal Year The fiscal year of all credit unions shall
cud on December thirty-first of each year

Section 9 Meetings The 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 sharcholdings There
shall be no voting by proxy but any member 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 supervisoryFcommittce of three members all to hold
office for such terms respectively as the bylaws provide and until suc-
cessors are duly qualified A member shall not serve on more than one
of the committees Not more than one member vof the board who shall
not l;c the treasurer or an assistant treasurer may serve as a member
of the supervisory committee or of the credit committee A statement
in writing of the names and addresscs 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

Seetion 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 an_\-' annual or spéc’ial rﬁcetilng of the‘crcdit union if notice

thereof is given in accordance with the bylaws at which a quorum of

the members as prbvided in the bj'}éws-ié present
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Seetion 12 Dircctors and Officers A At the first meeting the-

directors shall elect from their own number a president one or more-

vice presidents a (rcasuror and a secretary The same individual may

bo both treasurer and secretary The directors may appoint one or more:
assistant treasurers Tho directors may appoint a membership officer
from among tho membors of the credit union other than the treasurer
an asgistant trcasurcr or a loan officer to approve applications for mem-
bership under such conditioﬂs as the directors may prescribe except
that such membership oficer so authorized shall submit to the directors
at cach monthly meeting a list of approved or pending applicatioﬁs for.
membership received since the previous monthly meeting together withy
such other related information as the bylaws or the board may require:
The directora shall have general management of the affairs of the-credit
union and are specifically required

(1) Ta act on applications for membership

(2) To determine interest rates on loans

(3) To fix the amount of the surety bond which shall be required!

of all ofticers and employes handling money which amount shall be not

6{4—SW—2
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less than the minimum schedule established by the Department of

Banking

(4) To declare dividends or recommend dividends as provided in

the bylaws

(6) To 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 committee
- until successors are duly chosen and qualified

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

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

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

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

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

three per centum has been declared from the earnings of the last br&

ceding year

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

member of the board of dircctors and members of the credit committee
and the supervisory committee may be compensated if the eredit union
paid a dividend of not less than three per centum from the earnings
of the last preceding year provided that the Department of Banking
may prohibit or regulate the payment of compensation of directors
committee members and officers 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

Section 13 Credit Committee The credit committee shall 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 applications shall set forth the purpose
for which the loan is desired the seeurity 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 mnote may be
deemed security At least a majority of the members of the credit com-
mittee shall pass on all loans and no loan shall bév approved 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
committee shall be as follows

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

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

mittee feels such action to be necessary it shall eall the members of
the credit union together thereafter and submit its report to them

(b) To make an annual audit and report and submit it at the
annual meeting of the members of the eredit union

(¢) 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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comtiittee In such event the committco shall call the members of the
credit union together within ten days of the suspension to act on such
suspension The members at the meeting called for this pu‘rpose may
sustain such suspension or remove such person from oflice or may re-
instate such person

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

mceting 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 (b) of this
section the board of directors shall remove from office the members
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 make such examinations and audits The
charges for the services of such public accountants shall be paid by the
credit union If the board of directors under sﬁch circumgtances fails
or refuses to act the Department of Banking 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 public

accountant at the expense of the credit union
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Section 15 Capital The capital of # credit union shall consist <of
the payments that have beén made to it by the members therzof on
shares The credit union shall have an automatic licn on the shares of
a member for any sﬁm due it from such member or for any loan en-
dorsed by him Shares of a credit union shall be transferable only to
other members of the credit union

Section 16 Joint Accounts A Whenever éhares 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 repurchase value
thercof except upon proper receipt acquittance or other action as the
case may be of all of such persons unless at the time of éubscribing
to the shares or at a subscquent time all the parties agree to & diﬁer;mt

arrangement and give the credit union written notice 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 hz;ve
been subscribed for under an arrangement with the credit union where-
by the dividends thereon or the repurchase value thereof may.be pa{d

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

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

ment provided for in this scction notwithstanding the fact that one or

more of the otlier persons may be dead and the eredit union has notice
thereof

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

Section 17 Shares Held in the Name of a Minor or as Trustee
A Shares may be issued and payments on subscribed shares received in

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

B Whenever shares of a credit union shall be issued in the name
of any minor not less than twelve years of age the eredit union may
pay the dividends or earnings thereon as well as the withdrawal value
of such shares to such minor without the assent of his parent or guardian
The receipt acquittance or other action required by the credit union
to be taken by the minor shall be binding upon such minor with like
effect as if such minor were of full age and shall be a valid release to
the credit union The parent or guardian of such minor shall not in his
capacity ay parent or guardian have the power to attach or in any
manner 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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describing himself in subseribing for such shares as trustce for any

person or persons and no other notice of the existence and terms of a
valid trust than such deseription shall have been given to the credit
union the dividends or earnings on such shares as well as the withdrawal
value of sach 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
the shares were stated to have been subscribed if at the time of payment
such beneficiary is over sixteen years of age Payment may be made to
any such beneficiary 'who is not less than sixteen years of age under
the same conditions as if such shares had been originally subseribed for
by him If there are two or more beneficiarics named on any such shares
the credit union shall in the absence of written notice to the contrary
make payment to such of the beneficiaries as may survive the trustece
in equal portions The receipt 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 union from any
further liability 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 bylaws
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Section 19 Rates and Fiues-Interest rates on loans made by a

eredit union to its members shiall not exceed the rate of six per centum

per annum when discounted on loans which are repayable in equal in-

stallments or the rate of twelve per centum per annum when calculated
on the wnpaid 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 unearned interest
or discount ealeulated at the original contract rate on the total amount
of full iustallments to hecome due for the term of all subsequent full
installment periods provided the eredit union shall not be required to
refund any such unearned interest or discount when the amount due
computed as herein provided is less than one dollar ($1) For failure to
pay an installnent or instaliments on a discounted loan when due a
fine may be charged which shall in no case exceed one-fourth of one per
centum for each 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 fees to public

officials and reasonable fees of altorneys and outside collectors or out-
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side colleetion agotncies proﬁdcd _the nggrcg;\tc of such fees does not
exceed i\"clltb' per centwm of the outstanding loan balance The faking
receiving reserviug or charging intercst greater than allowed by this
scetion shall be deemed a forfeituro of the entire interest on the loan
except when such overcharge is the result of a clarical error in compu-
tation In case the greater interest has been paid the borrower may
within six months after paymeut recover from the credit union the
entire amount of interest paid except when such overcharge is the result
of a clerical error in computation in which case only the excess interest
paid may be recovered

Section 20 Power to Borrow A credit union may borrow from any
source a sum not exceeding fifty per centum of its capital surplus and

undivided profits for the purpose of meeting the demand for loans to

members or for the purpose of meeting demands for share withdrawals
provided that a credit union shall not borrow for the purpose of making
investments authorized by scection 5B clause (7) of this act

Section 21 loans A eredit union may make loans to its members
only Loans must be for a purpose deemed by the eredit committee to
be provident or for productive purposes and must be 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 director officer or member of any committee may only bor-
row from the credit union in which he holds office an amount not exceed-
ing his total shareholdings plus the total shares of any other member
iree and unpledged which are pledged to secure 'th4e loans of such direc-
tor officer or committec member No director officer or member of any
committee may endorse a loan granfed by the credit union in which he
holds office

Section 22 Reserves All entrance fees collected and twenty per
centum of the ammual net earnings shall be set aside as a reserve fund
When the reserve fund equals ten per centum of the capital of thg
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 earnings to ten per centum When the reserve fund
equals twenty per centum of the capital or twenty per centum of the
amount outstanding in loans to members whichever is larger the credit
union may with written 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 by seetion

5B clause (7) of this act The reserve fund shall belong to the credit

union and shall not be distributed oxcept in caso of liquidation The
board of directors shall decide the loans which ére to be charged off
against t.he reserve fm‘ul provided that the Department of Banking may
at the time of examination of a credit union recommend for charge-off
such loans which in its dpinioh are unsouud 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 reccived from
the repayment of a loan after it bas been charged off against tha reserve
fund shall be credited back to said fund

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

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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~ dividend shall be paid on all shares outstanding at the end of the fiscal

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

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

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

month fol'lowi‘ng such payment in full The equivalent of the par value
of one share of stock shall be considered as a full paid share in the
| calculation 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

Section 24 Expulsion and Withdrawal A member may be expelled
Ly a vote of two-thirds of the membexs present at a regnlar or a special
mecting 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 accredited thereto to the date thereof shall as funds be-

come available and after deducting all amounts due from the member

to the credit union be paid to him The credit union may require sixty

days’ notice of intention to withdraw shares Withdrawing or expelled
members shall have no further rights in tho credit union but they shall
0t by such withdrawal or expulsion be released from any remaining
liability to the credit union

Section 25 Change in Place of Business A eredit wnion may change
its place of business upon tho filing of a certificate of such change with
the Department of State and the Department of Banking

Section 26 Notice to Members All written notices required by this
act to be given to members shall he delivered in person to cach member
or mailed to each member at the address for such member appearing on
the records of the credit 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 credit union who ‘shall also




3 Printer's No.—963
set a date for the vote thereon by the members The vote of the mcﬁx-
bers sln;il be conducted at a meeting held on such date or by written
ballot to be filed on or before such date Written notice of the proposition
and of the date set for the \'ote‘shaﬂ be given cach member not more
than thirty nor less than ten days prior to éuclx date Approval of the
proposition shall be by the affirmative vote of a majority of the members

- in person or in writing |

(2) A statement of the result of the vote verified by the affidavits
of the president or vice president and the secretary shall be filed with
the Department 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 thercafter if the proposition for conversign was approved
the credit unton 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 credit 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 union shall

no longer be subject to any of the provisions of this act The successor

Federal credit union shall be vested with all of the assets and shall




963—Printer’'s No. %
continue responsible for all of the obligations of the credit union thus
converted to the same extent as though the conversion had not taken
placo

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

(/) Complying with all Federal requirements requisite to enabling
it to convert to a credit union or to cease being a Federal credit union

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

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

(i) The proposed name of the converted credit union

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

(311) The number names and addresses of the persons to be the first

directors of the converted credit union

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

original articles of incorporation in the case of the formation of a
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credit union in so far as such information is applicable to & Federal

credit union proposing to become converted into a credit union
- }'I

ELEN

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

Department of Banking shall conduct such examination as may be

deemed necessary to ascertain from the best sources of information at
its command
(a) Whether the name of the proposed credit union conforms with

the requirements of law for the name of a credit union and whether it

¢

is the samec as onc alrcady 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
(¢) Whether the interests of members and creditors are adequately

protected

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

ments of this act and viq]ates none of its prohibitions applicable to a
credif union incorporated under this act

(e) Whether the Federal credit union has complied with the re-
quifementé of the 1;1\§s 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 sixty days after teceipt of the articles of conversion
the Department of Banking shall upon the basis of the facts disclosed
by its invoétigation either approve or disapprove such articles If the
department approves the articles it shall register its approval -t'hereon
anf{ shall fprward them to the Department of State for filing Immedi-
ately upon receipt of the approved articles of conversion the Depart-
ment of State shall file the articles and shall issue to the credit union
a certificate of conversion The conversion shall become effective im-
mediately upon such filing and the converted credit union shall have
all the rights privileges immunities and franchises of the Federal credit
union exccpt'that. it shall not thereafier acquire mithority to engage in
any business or excrcise any right which is forbidden to a credit union
when ‘originally incorporated under this act

If the Department of Banking disapproves the articles of con-
~ version it shall return them to the Federal credit union desiring to
become converted into a credit union stating in de&ail its reasons for
so doing

Section 28 Veluntary Dissolution A Any eredit union may elect

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

provided in this section However 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 union that its assets will probably be insuffiaient 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 di_séqlutiou shall be as follows

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

liquidating trustees which shall be one three or five to be elacted by the =~

niembers the amount of the bond which shall be supplied by each of
the liquidating trustees and the powers duties and compensation of such

trustees shall be adopted by a 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 plén of disét;lution Written notice setting forth the
date and 'purpos~e of such xﬁe.e.tin‘g shall be furni‘shed;‘éach memlberigt.
| iet;st::tleﬁ day:s I;rfdr Ato. th"e::&avte‘»(“)f' ~t1‘1:e. ‘ﬁné.e.tingsThe: ﬁlan of' disso]uti.o;
shall be adoPteﬂ u>p<.m .th:e :iafﬁ‘rx-x;éti’v;vo‘te:of ‘a inéj(;ritf of tlvxe‘ entire
membershlpofthe eredltumon vin iieréoﬁ or b;v,- w;i»ttye-n hallot

Ll
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s S (.5) Upon apprm Jl of the plan the members shqll forthw:th proceed
4to é?eet.the uumbm:‘of_ ‘hqb.ldatmg brustces prov1ded -fqr in the plan
on dfssolutiou 1f morb ihzm one liquiblating trustee is to be elec,t'ed
ea‘cl.n" mcmber'shall l:lave’ (he: righb to multiply hib \;ote by the munber
of frusieos bo bc.élcctcd 511(1 cast the whole number of such votes on1‘
one caundidate or distribute them among two or more can(iidates T!le
caindidatc;rbceivihg t]ub higl-nest number of votes up to the number of

-liquidnting trustces to be chosen shall be elected

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

“ least two duly authorized ofticers of the credit union shall be executed

and delivered to the Department of Banking The certificate shall set

; | forth
(a) The name of thie cxjcdit uniog
(b) The exact- location of. its place of bu'sine_s,s
(;z) Tbe names and_adﬁr_esses of its officers and directors
(d) The numbert o£ direbtors vt_)tin“g;‘f‘q.r -.amiT the ngn.lb:ef yoti_ng ‘
agaibs_b the”pr-bl.)osed plab of \foluptgry d_issolutiop |

v 2

(e) 'l‘he total number of members and the number of members vot-
¥ . . . .

Tav

ing ior and the number voting against the pr0posed plan of voluntary

dissolution
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N "(f) The names and addresses of the proposed liquidating trusfees

and the nrumber of votes received by every chndidate for tho position
of -liquida;ing trustee

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

~ (h) The sig‘ued statement under oath or aflirmation of each of -t:ho

proposed 1?qui<1atix:g tffustceé Vt‘hat:hve‘ is willing to serve as liquidating

trustee subject to the provisions of this act and to the torms of the pro-

posed plan of voluntary dissolution that he will so far as the duty '(-ie‘

volves upon him diligently and hdnestl& ﬁquidate the affairs of the
association and will not knowingly violate or permit to be violated s;ﬁy
 of the provisions of this act or of the proposed plan of voluntary Hqui-
“dation

(1) The proposed plan of voluntary dissolution .

(5) Upon receipt of the certificate of election to dissolve the De-
_partment of Banking shall conduct an examination or-an’investigation
_or take such other action as it deems necessary to de‘termine'wheth'é"r
. to approve the plan of voluntary dissolution If the department deter-

_mines that the plan of voluntary dissolution does not .prejudice the

0 interests of members or creditors it shall endorse its approval on the

. certificate_of election to dissolve and send it to the Department of State
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for flling If tha Departnent of Banking disapproves the plan it shail

return the cetlificate to the credit uiion stating in detail its reasons
for doing so
(6) UpOl.l. the filing by the Department of State of the certificate
of election to dissolve tha Department of State shall furnish a copy
;thereof to the Departrent of Banking and the credit union Upon such
filing the ercdit union shall cease to transact its business and the liquidat-
ing trustee or trustees shall commence the liquidation of the association
The liquidating trustee or trustees shall thereafter be authorized to
carry out in hig own name or in-theit own names as liquidating trustee
or trustees of the assoc¢iation 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 énforcing the debts due the credit union and
-its obligations -
. C The liquidating trustee or trustées shall proceed in the manner
. provided by regulation of the Department of Banking to gathér the
assets determine the Labilitles and distribute the astets of the credit
uttio until its affairs are fully adjusted and ound up The 'liqui&atiﬁg
tristee -oy tristees shall -notify ‘all ereditors and iﬁeiﬁbers'"al[iﬁésar{ﬁg

- on tha records of the asebeintion by hotice sént to of given af the sddress
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appc-ar‘u{g for such Voradit_o_r or member on the records or if no address

appears there at the last known _addross of the creditor or member of
the amount which the records show to be due such member or creditor
The lquidating trustee or trustecs shall also advertise once a week for
three consecutive wecks in a newspaper of general circulatiqn and in
a legal newspaper if any in the county in which the credit union is lo-
cated that the credit 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 tho first published advertisement before which
all ereditors or menibers must present their claims under oath or affirma-
tion to the trustee or trustees or be bound by the amount shown on
the records of the oredit union to be due them Thereafter all claims
. shall be permanently barred Any claim which is rejected or disallowed
by the trustee or trustees shall be barred unless suit is instituted thereon
within ninety days after mailing of tlie notive of rejection or disallowance

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

settled
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- Section 20 Adverse Claims Notice to a credit union éf an adt»"éréé‘-.
claim against shares standing in the name of any member shall not’
bo effectual to cause the credit uni(;n to recognize such adverse ciaini
uniless tho adverse claimant shall procure either an attachment (-n' proper
restraining order against the eredit union from a court of competent
jurisdiction in a‘causc of action therein instituted by him wherecin the
member or his legal representative is made a party in the manner pro-
\'ided by law or unless he shall execute to the credit union in form
and with suretics acceptable to it a bond indemnifying the credit union
from any liability loss damages costs and expenses arising from the
recognition of such adverse claim

This section shall not apply in any instance where the person in
whose namo the shares are held is a trustee for such adverse claimunt
and the facts constituting such relationship as well as the facts showing
reasonable canse of belief on tha part of the claimant that such trustee
is about to misappropriate the shares are made to appear by an affidavit
of such claimant

Section 30 Restriction It shall be unlawful hereafter for any
porson association copartnership or corporation exeept corporations or-

ganized in accordance with the provisions of this act to assume and use
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the words “credit union™ in their name or title or to operate in the

manner of a credit union Any person copartnership or corporation

violating the provisions of this scetion 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 disceretion of the court The oflicers of a éor—
poration shall be liable to such punishment if the offense is committed
by a corporation

Scetion 31 Taxation A credit union organized under this act shall
be deemed an institution for savings and its asscts togethor with all
the accumulations therein shall not be subject to taxation 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 I, 1076) cntitled
“An act to provide for the organization incorporation operation aud -

supervision of cooperative savings and credit associations to be termed

credit unions designating such credit wnions as corporations and defining

6144—SW—1
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their powers and duties conferring certain powers and duties on the
Department of Banking and providing penalties” is repealed

All other acts and parts of acts ave repealed in so far as they are

inconsistent herewith

Section 33 Effective Date This act shall take eficet immediately

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

Representatives,

Speaker, House of Repreoentuhm

Approved The A. D. 1981,




