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THE GENERAL ASSEMBLY OF PENNSYLVANIA

"SENATE BILL
No.' 644 Trer

MESSRS. MAHADY, STIEFEL AND DEVLIN, IN PLACE,
MAY 10, 1061. -

Previous Printer’s Nos. 7}, 963

AS AMENDED ON SECOND READING, JULY 6, 1961,

AN ACT

To provide for the organization incorporation operation and suparvision

of cooperative savings and eredit associations to be termed credit

unions designating such credit nnions as corporations and de-

fining their powers and duties conferring certain powars and
duties on the Department of Banking and providing penalties
The General Assembly of the Commonwealth of Pennsylvania

hereby enacts as follows

lxn.uuno;-—ou’ﬂ‘ua LETTERS indicate new matier added to blll. Matier stricken—through

is to be omifted from blll.

Un! tndicates new matter added to existing ilaw. [Brackets) indicate matses
en from existing law.
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1028-<Printer’'s No. 2

Scctio;; 1 ’Short Title This act shall ,‘be known and may be cited
as the “Cre;lit Union AL‘t”

Section 2 Definition ﬂtld Purpose The term “credit union” as used
in this act means a cooperative association il’xcorporated under this act
or under the act of May 26 1933 (P L 1076) its amendments and
supplements for the purpose of promoting thrift among its members
and ereating a source of eredit for such members at rcasonablé rates of
interest for provident purposes

Section 3 Method of Incorporation A A credit union may be formed
pursuant to the provisions of this act by seven or more incorporators
Such iﬁcorlml'ators shall be natural persons of full age who are residents
of this Commonwealth and who have a common bond of association as
provided in section 6 of this act

B Articles of incorporation shall be signed by each of the in-
corporators and acknowledged by at least seven of them before any
officer authorized to take acknowledgments within this Commonwealth
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 performed by the credit union which

sarvices shall be within the scope of activities of such associations as

set forth in this act

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

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

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

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

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

(8) The common bond of membership

(9) Any provision not inconsistent with law which the incorporators
may choose to insert for the regulation of the businass and the internal
affairs of the credit union

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

to the Department of Banking together with such reasonable feea as
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shall be established by the department for such examination and such

investigation as it may deem necessary to ascértain

(1) Whether the character and general fitness of the incorporators
dircctors and the treasurer named in the articles of incorporation‘is
satisfactory

(2) Whether the character and number of the group proposed to
he sexved affords reasonable promise of sufficient support for the ent‘gr-
prio so as to make the cstablishment of the proposed credit union
economically advisable

(3) Whether the incorporators directors and group proposed to be
served have a comnon 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 pﬁr—
pose of this act

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

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

and forward the articles to the Department of State The Department

of State shall upon the receipt of the articles file the same aud l;ssue
to the incorporators or their representative a certificate of incorporation
Upon the issuance of the certificate of incorporation the corporate
existence of the credit union shall begin The certificate of incorporation
shall be cqnclusivc evidence of the fact that the credit union has been
incorporated |

E If the Department of Banking disapproves the articles it shall
return them to the incorporators stating in detail its reasons for doing 8o

Section 4 Amendment of Articles The articles of incorporation may
- be amended at any regular or special meeting of the credit union pro-
vided written notice of the meeting and of the proposed amendment or
amendments is furnished each member at least ten days prior to the
meeting at which such amendment or amendments will be considered
Amendments to the articles of incorporation must be approved by two-
. thirds of the members present at any meeting at which the amendments
are considered and the proposed amendments shall be acted upon only

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

present Articles of amendment shall be filed with the Department of
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Bnnking If lhe Department of Bankmg finds that the articles of ameud-
ment conform to law it shall endorse its approval thereon and forwa'rd
the articles of amendment to the Department of State Upon receipt of
the articlea of amendment the Départrﬁené of State shall file the same
and issue to the credit union a certificate of amendment

The articles of amendment shall be signed and verified by the
president and‘secrctary of the association and shall set forth

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

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

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

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

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

(6) That the amendment or amendments was approved by two—thirdé

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 incerporation subject to the power of the General Assembly under

‘the Constitution of this Commonwealth

(2) To m;intain 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 exercise all of the powers and means necessary
to effect the purpose or purposes for which the eredit union is organized

B A credit union shall have the following special powers

(1) To receive the savings of its memblers as paymonts on shares

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

(3) Toe make loans to any cooperative society or socicties or othor

organization or organizations which have membership in the eredit

“‘union

(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 dwelling 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 oceupied in whole

or in part by such member Such mortgages shall not exceed seventy-
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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 as additional collateral security for the mortgage loan and
in such event ihe mortgage loan granted upon such property may be
increased by the wiﬂldra\vnl value of the additional pledged shares to
an amount not to exceed a maximum total mortgage loan of ninety per
centum of the fair market value of such real property and the credit
union may release this additional collateral whenever the mortgage
loan meets all of the requirements of this act and could be made legally
&t the time of release without the requirement of additional collateral
Mortgage loans shall be amortized by approximately equal payments
sufticient in amount to pay all interest z?nd effcct full repayment of
principal within a period not in excess of twenty years vi\[ortgage loans
on any one preperty shall not exceed twenty thousand dollars ($20,000)
or five per centum of the paid-in capital of the credit union whichever
is lesser The aggregate total of mortgage loans shall not exceed twenty-
five per centum of the paid-in capital of the credit union The provisions
of this clause shail not be construed to apply to any mortgage loan

owed to the credit union upon the effective date of this act or to the
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readjustment or vefinancing of any such mortgage loan nor to a pur-
chase money mortgage taken hy 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 tho aggregate amount of all mortgage loans set

forth in this elause a eredit union may grant any mortgage loan which

is insured or guaranteed in whole or in part by the United States or
any instrumentality thereof or if thero §s a commitmont to so insure
or gusrantce

(5) To make loans to other eredit unions or Fedoral eredit unions
located within this Commmn\'oﬁl!h 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 invest its funds in

Any investment thet i legel for cavinge banks o for the invest
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ment of truot funds under the lawa of the commeonwestth THE FOI-

LOWING IN V‘ESTMEN TS

() _BONDS OR OTHER IN'I'ERES’I;-BE;\RING OBLIGA-
TIONS OF THE UNITED STATES OR THOSE FOR THE PAY-
MENT OF THE PRINCIPAL AXND INTEREST ON WIHICH THE
FATPI AND CREDIT OF THE UN I'fkll) STATEé ARE PLEDGED

(h) BONDS OR OTHER INTEREST-BEARING OBLIGA-
TIONS CF THE COMMONWEALTH OF PENNSYLVANIA OR
ANY COUNTY CITY BOROUGH TOWXNSHIP INCORPORATED
TOWN OR SCHOOL DISTRICT THEREOK OR AN AUTHORITY
WHICH HAS BEEN CREATED AS A BODY CORPORATE AND
POLITIC UNDER ANY LAW OF THIS COMMONWEALTH

(C) SHARES OF ANY BUILDING AND LOAN OR SAVINGS
AND LOAN ASSOCIATION ORGANIZED UNDER THE LAWS
OF THIS COMMONWEALTH OR OF ANY FEDERAL SAVINGS
AND LOAN ASSOCIATION TO THE EXTENT TO WHICH THE

WITHDRAWAi OR REPURCHASE VALUE OF SUCH SHARES
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1S INSURED BY THE FEDERAL SAVINGS AND LOAN IN- .

SURANCE CORPORATION PURSUANT TO THE PROVISIONS
OF THE NATIONAL HOUSING ACT ITS AMENDMENTS AND
SUPPLEMENTS HERETOFORE OR HEREAFTER ENACTED
(D) BONDS AND NOTES ()F THE PENNSYLVANIA HOUS-
ING AGENCY CREATED BY THE ACT OF DEOEMBER 3 1259

(P L 1688) KNOWN AS THE “HOUSING AGENCY LAW”

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

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

(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 thereto or any alteration amendment or repeal thereof
notice of such faet and a eopy of such bylaws or such alteration amend-
ment or repeal shall forthwith be sent to the Department of Banking
The Department of Banking shall within sixty days after receipt

thereof have the power to disapprove for any reasonable cause stated




~ 1028—Printer’s No. 12

1

2

in writing any-such bylaw or any such alteration amendment or repeal

thereof but the bylaw alteration amendment or repeal shall be effective

until the department disapproves it and gives notice thercof to the

credit union

(10) To hold purchase mortgage alter improve and sell such real

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

of the credit union require and which the credit union occupies or
intends to occupy for the transaction of its business or partly so oo~
cupies and partly leases to others provided that the cost at the timse
of acquisition of such real property and furniture and fixtures therein
shall not exceed in the aggregate fifty per centum 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 lives
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




13 Printer's No.—1028

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 .occupat'mn or of membership in
" a religious congregation or fraternal or labor organiiétion 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 set forth in the bylaws as have been duly admitted

members have paid the entrance fee as provided in the bylaws have
subseribed for one or more shares and have psid the initial installment
thercon Orgailizatiox)s composed principally of the same general group
as the credit vnion membership may be members Employes of credit
unions may be members of such credit unions but ne such empleyes
shall be permitied to wote o held office Persons who are members
of the immediate family of & member of the credit union and who
share the same domicile with a member may be elected 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 credit union

- member but no joint tenant or beneficiary of a trust shall be permitted
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1 to vote obtain a lean or liold office unless he is within the field of

2 membership and is a qualified member in his own right

3 Section 7 Reports and Examination Credit unions shall be under

the supervision of the Departinent of Banking of the Commonwealth
The Department of Bauking is lereby authorized and empowered to
issue general rules and regulations and specific orders for the 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
enforcement of this act Credit unions shall report to the Department
of Banking as often as may be required by it and at least annuallg on
blanks supplied by the department for that purpose Supplementary
reports may be required by the department from time to time Credit
unions shall be examined as often as may be required by the depart-
ment and at least annually and the depaftment may use such other
methods of assuring itself of the condiﬁon of the credit unions as it
shall deem advisable The cost of all such examinations and inspections
sl;a]l be paid by the credit union A credit union shall also pay an-
nually its proportionate share of the overhead expense of the Depart-
ment of Banking determined by general rule or regulation of the de-

partment For failure to file reports when duc unless excused for cause
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& credit union shall pay to the Department of Banking five dollars ($8)

for cach day of its delinquency |

If the department determines that a credit union (i) is violating
any of the provisions of this act or any rule or regulation of the de-
partment issued under and witlin the suthority of this act (ii) is con-
ducting its business in an unsafe manner (iii) is in an unsafe and
unsound condition to transact its business or (iv) is insolvent the de-
partment may serve written notice of its intention to tdake possession
of the credit union If the condition continues for a period of fifteen
days after the giving of such notice the department may in its disore-
tion take posscssion of the business and property of the credit union
and retain possession until such time as the condition predicating
such action is remedied or wntil 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 fifteen days after it is due

Any person aggrieved by the action of the Department of Bank-
-ing in taking possession of a eredit union may within forty-five days
but not thereafter appeal to 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 nnions shall




1028—Printer’'s No. 1¢
ead on December thirty-first of each year

Section 9 Mcetings 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 manmner provided in the bylaws At all meetings a
member shall have but one vote irrespective of bhis 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
members and 9 supervisory committee 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 of the board who shall
not be 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 addresses of the members of the 4board
-and the committees and the officers shall be filed with the Department

of Banking within ten days after their election and qualification For
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failure to file such statements when due unless excused for cause the
credit union shall pay to the Department of Banking five dollars ($5)

for each day of its delinquency

Section 11 Bylaws The original bylaws of a credit union shall be
adopted by the incorporators of the credit union and copics thereof
shall be transmitted to the department along with the articles of in-

corporation as provided heretofore in this act Thereafter bylaws shall

be adopted altcred amended or repealed by the majority of the share-

holders at any annual or speeial meeting of the credit union if notice
thereof is given in accordance with the bylaws at which a quorum of
the members as provided in the bylaws is present

Section 12 Directors and Officers A At the first meeting the
directors shall elect from their own number a president one or more
vice presidents a treasurer and a secretary The same individual may
bo both treasurer and secretary The directors may appoint one or more
assistant treasurers The directors may appoint a membership officer
from among the members of the eredit union other than the treasurer
an assistant treasurer or a loan officer to approve applications for mem-

bership under such conditions as the directors may prescribe except

644—SW—2
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that such membership ofticer 80 authorized shall submit to the vdirectors

at each monthly mecting a list of approved or pending applications for

membership received since the previous monthly meeting together with

such other related information as'the bylaws or the board may require

'Tho directors shall have general management of the affairs of the credit
union ‘and are specifically requi*ed

(1) To 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 officers and employes handling money which amount shall be not
less than the minimum schedule established by the Department of
Banking |

(4) To declare dividends or recommend dividends as provided in
the b;'iaws

(5) To transmit or cause to be transmitted to the members all
proposed amendments to the bylaws

(8) To fill vacancies in the board and in the credit mmmittee

until successors are duly chosen and qualified

(") To determine the maximum individual share holdings and
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subject 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 loaus and loans to

other credit unionis and Federal credit unions but not loans to members
which are under the supervision of the credit committee as provided
hereinafter

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

(10) To axtherize DETERMINE WHETHER AND TO WHAT
EXTENT an interest refund to members of record at the close of busi-
ness on December thirty-first SHALL BE PAID in proportion to the in-
£e1-est paid by each borrower during that year except that no interest
refund may be authorized unless a share dividend of not less than
three per centum has been declared from the earnings of the last pre-
ceding year

B Duties of the officers shall e as determined by the bylaws A
member of the board of directors and members of the eredit committee
and the supervisory committee may be compensated if the credit union
paid a dividend of not less than three per centum from the earnings

of the last preceding year provided that the Department of Banking
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© may pl‘ohlbll or mgulate the payment of compensation of dlreotors
committec 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 c'redit 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 tha loan is desired the security if any offered and such other
data as may be required Within the meaning of this section a pledge
of shares in the credit union or the endprsement of a note 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 be approved unletsAs it
is approved unanimously by the members of the credit committee
present provided that the credit committeo may with the approval of

the board of directors authorize one of its members acting individually

to approve on bchalf of the committec only loans which are fully -
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secured by the pledge of ghares The credit committes shall meet as
often as may be necessary after due notice to each member

Section 14 Supeﬁisory Committee The dutics of the supervisory

commitieo shall be as follows

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

least quarterly including an audit of its books and iu the event the com-
mittee feels such action to be necessary it shall call the members of
the eredit union together thereafter and submit its report to them

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

(c) By unanimous 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
committee In such event the committee 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 purpose may
. sustain such suspension or remove such person from office or may re-
instate such person

(d) By majority vote the supervisory commniittee may call a ;pecial

‘meeting of the members to consider any matter submitted to it by the
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committec The committee shall fill vafzaneies in its own membership
(e) A\\’hene\'er the supervisory commitlee 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 appoiut a new committee to make

such examinations and audits or the board may employ the services

of a public accountant to make-,s‘u‘ch examinations and audits The
charges for the services of such pubiic accounténts shall r‘oe paid by the
credit union If the board of directors under such circumstances 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

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
chares 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-
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 shares of a credit union
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shall be issued in the names of two or more persons the credit union

" ghall 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 subseribing
to the shares or at a subsequent time all the parties agree to a different
" arrabgement and give the credit union written notice thersof

B Whenever any share accounts of a credit union shall be issued
in the names of two or more persons and such share accounts shall have
been subscribed for under an arrangement with the credit union where-
by the dividends thereon or the repurchase value thereof may be pald
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
case may be of either or any of such persons pursuant to the arrange-
ﬁleht provided for in this section notwithstanding the fact that one or
mare of the other pérsons maj' be dead and the credit union has notice
thereof

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

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

the name of & 'minor or in trust i‘n such manner as the bylaws may provide

B Whenever shares of a credit union shall be issued in tha name
of any minor‘m.)t less than twelvo years of age the éredit union may
pay the dividends or earnings thereon as woll as the withdrawal value
of such shares to such minor without the assent of his parent or guardian
The receipt acquittance or other retion required by the credit union
to be taken by the minor shall be binding upon such minor with like
cffect as if suéh 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 as parent or guardian have the power to attach or in any
mannar transfer any shares issued to or in the name of such minor

C Whenever shares of a eredit union shall be issued to any person
describing himself in subscribing for such shares as trustee for amny
person or persous and no other notice of the existence and terms of a
valid trust than such description shall have been given to the credit
union the dividends or earnings on such shares as well as the withdrawal
value of such shares shall in the event of the death of the person so

described as trustee be paid to the person or persons for whose benefit
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the shares were stated to have been subseribed if at the time of payment
such beneficiary is over sixteen years of agé Paymexﬁ may bo made to
any such beneficiary who is not leés 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 beneficiaries 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 trustee
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

Section 19 Rates and Fines Interest rates on loans made by a
credit union to its members shall 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 unpaid principal balances On a discounted loan which is prepaid

by cash renewal or otherwise at any time prior to maturity the credit
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union shall refund to the borrower the amount of unearied interest

or discount calculated at the original contract rate on the total amount

of full installments to become due for the term of all subsequent full

installment periods provided the credit 1-mion 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 installment or installments on & discounted loan when dus a
fine may be charged which shall in no case exceed one-fourth of one per
centum for each week of delinquency on the amonnt 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 attorneys and outside collectors or out-

side collection agencies provided the aggregate of such fees does not

exceed twenty per centum of the outstanding loan balance The taking

recciving reserving or charging interest greater than allowed by this
section shall be deemed a forfeiture of the entire interest on the loan

except when such overcharge is the result of a clerical error in compu-
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tation In case the greater interest has been paid the borrower may

. within six months after payment rocover from the credit union the

entire amount of interest paid excopt 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 excceding 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 section 5B clause (7) of this act

Scetion 21 Loans A credit 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
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

free and unplalged which are pledged to secure the loans of such direc-
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tor officer or committece member No director officer or member of any

commiltee may endorso & loan granted by the credit union in which he

holds oftice
Section 22 Resorves All entrance fees collected and twenty per
centum of the annual net carnings shall he set asido as a reserve fund

When the reserve fund cquals ten per centum of the capital of the
credit union or ten per centum of the total amount outstanding in loans
to memhers 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 cstablished
shall not be loaned out to members and shall be deposited in a bank
account or invested in such investments as are authorized by section
5B clause (7) of this act The reserve fund shall belong to the credit
union and shall not be distributed except in case of liquidation The
board of directors shall decide the loans which are to be charged off

against the reserve fund provided that the Department of Banking may
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at the time of examination of a credit union recommend for charge-off

such loans which in fts opinion are wnsound which loans shall be charge&
agninst the reserve fund within sixty fiays of the receipt of such recom-
mendation from the Department of Banking Any amount received from
the repayment of a loan after it has beon charged off ageinst the 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
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 & 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 carnings which
dividend shall be paid on all shares outstanding at tho 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 a pro-
portional part of such dividend caleulated from the first day of the
_mont,h following 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
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calculation of dividends Within the discretion bf the board of directoré

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 iz made Dividends may be added to the credit of the members’

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

| partialiy paid in cash at the option of the board of directors

Scetion 24 Lxpulsion and Withdrawal A member may be expelled
Ly a vote of two-thirds of the members present at a regular or a special

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

in tho bylaws is present but only after a hearing after due notice to
tha momlw.r of the time and place of the meeting and of the reason or
reasonz for such proposed expulsion Any member may withdraw from
the eredit wnion at any time but notice of withdmwal may ;he required
All nmounts paid on shares of an expelled or withdrawing member with
any dividends aceredited thereto to the date théreof shall as fuﬁds be-
come available and after deducting all amounts due from the member
to the credit union be paid o him The credit union may require sixty

days’ notice of intention to withdraw shares Withdrawing or expelled

mombers shall have no further rights in the credit union hut they shall
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not by such withdrawal or expulsion be reieased from any remaining
liability to the eredit union
Sretion 25 Change in Place of Business A credit union may change
.its place of husiness upon the filing of a certificate of such change with
the Dopartment of State anil the Department of Bankihg '

Section 26 Notice to Members All written notices required by this
act to be given to members shall be delivered in person to each member
or mailed to each member at the addvess 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
set a date for the vote thereon by the members The vote of tho mem-
bers shall be conduoted at a meecting held on such date or by written
ballet to be filed on or before such date Written notice of the proposition
and of the date set for the vote shall be given each membear not more

than thirty nor less than ten days prior to such date Approval of the
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proposition ghall be by the affirmative vote of a majority of the members

in person or in writing

(2) A statement of the result of thé vote verified by the affidavits
of the president or vice pfesident 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 thereafter if the proposition for conversion was approved
the credit union 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 tﬁe Federal credit union charter
it shall file a copy of the charter thus issued with the Department of
State which shall furnish a copy theréof to the Department of Banking
Upon such filing with the Department of State the cre(iit 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
continue responsible for all of the obligations of the credit union thus.
converted to the same extent as though the convefsion had not taken
place

B (1) A Federal credit union crganized under the laws of the
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United States may be converted inlo a crc,;dit union subject to the
proﬁrsions of this act by

(a) Complying with all Federal requirements requisite to enabling:

it to convert to a credit union or to ccase being a Federal credit union.

(b) Filing with the Department of Banking proof of compliance:

with such Federal requirements in form satisfactory to the department

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

(i) The proposed name of tha converted credit union

(ii) The exact location of the principal place of bl;siness of the:
credit union into which the Federal credit union plans to become con--
verted

(iii) The number names and addresses of the personé to be the first:
directors of the converted eredit union

(iv) All other statements required by this act to be set forth in:
criginal articles of incorporation in the case of the formation of a
eredit union in so far as such information is applicable to a Federal
credit union proposing to become converted into a eredit union-

(2) Immediately upon the receipt of the articles of conversion the
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Departmerit of Ban_king shall conduct such examination as may he

deemed necessary to ascertain from the best sources of information at

its command

(a) Whether the name of the propoécd credit union conforms with

the re.quireﬁmnts of law for the name of a credit union ami whether it
is the same as one already adopted or reserved by another corporation
Or person or is so simila? thereto that it is likely to mislead the public

(b) Whether the conversion is made for legitimate purposes

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

(d) Wlhether the proposed credit union meets all of the fequire-
ments of this act and violates none of its prohibitions applicable to a
cred;t union incorporated under this act

(e) Whether the Federal credit union has complied with the re-
quirements of the laws of the United States as they relate to the con-
version of a Federal eredit union into a credit union

(3) Within sixty days after veceipt of the articles of convgrsion
the Department of Banking shall upon the hasis of the facts disclosed
by its investigation either approve or disapprove such articles Tf the

department approves the articles it shall register its approval thercon
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and shall forward them to the Depavtment of State for filing Immedi-

ately upon receipt of the approved articles of conversion the Depart-

ment of State shull filo the articles and shall issue to t‘hé éredit union
a certificate of conversion Tho 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 except that it shall not thereafter acquire authority to engage in
any business or exerciso any rright which is forbidden to a credit union
when originally incorporated undor this act

If the Department of Banking disappirvc;vcs the articles of con-
version it shall return them to the Federal credit union desiring to
become converted into a credit union stating in detail its reasons for

so doing

Section 28 Voluntary Dissolution A Any credit 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 Departmpnt
pf Banking upon an examination of the business assets and affairs of tile
credit union that its asscts will probably be insufficient to pay in full

its members and creditors it shall take possession of the business and
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property of the credit unioﬁ and retain possession until its affairs are
finally liquidated

B The procedure for voluntary dissolution shall be as follows

(1) A plan of dissolution setting forth in detail the number of
lignidating trustces which shall be one three or five to he clected by the
imembers the amount of the bond which shall be supplied by caoh of
the liquidating frastees 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 the purpose
of a_cting on the plan of dissolution Written notice setting forth the
date and purpose of such meeting shall be furnished each member at
least ten days prior to ihe date of the mocting The plan of dissolution
shall be adopted upon the afirmative vote of a majority of the entire
membership of the credit nuion in person or by written ballot

(8) Upon approval of the plan the members shall forthwith proceed
to elect the number of liquidating trustees provided for in the plan

on dissolution If more than one liquidating trustee is to be elected

each member shall have the right to multiply his vote by the number

of trustees to he elected aud cast the whole number of such votes for




3T Printer’'s No.—1028

one candidate or distribute them among two or more candidates The

candidates receiving ﬁm highest number of votes up to the number of
liquidating trustees to be chosen shall be‘ele-cted

(4) A certificate of election to dissolve signed and verified by at
least two duly authorized officers of the cr'edit union shall be executed
~and delivered to the Department of Banking The certificate shall set
forth

(2) The name of the credit union

(b) The exact location of its place of business

(¢) The names and addresses of its officers and directors

(d) The number of directors voting for and the number \;t;ting
against the proposed plan of voluntary dissolution

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

(f) The names and addresses of the proposed liquidating trustees
and the number of votes received by every cindidate for the position
of liquidating trustee

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

() The signed statement under oath or affirmation of each of the
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proposed liquidating trustees that he is willing to serve as liquidating
trustee subjeet to the provisions of this act and to the terms of the pro-

posed plan of voluntary dissolution that he will so far as the duty de-

volves upén him diligently and honestly liquidate the affairs of tho

association and will not knowingly violate or permit to be violated any

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

dation

(i) The proposed >plau 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 determine whether
to approve the plan of voluntary dissolution If the department deter-
mines that the plan of voluntary dissolution does not prejudice the
interests of members or creditors it shall endorse its approval on the
cerlificate of election to dissolve and send it to the Department of State
for filing If the Department of Banking disapproves the plan it shall
return the certificate to the credit union stating in detail its reasons
for doing so

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

of election to dissolve the Department of State shall furnish a copy
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thereof to the Department of Banking and the credit union Upon such -

filing the credit union shall cease to transact its business and the liquidat-

ing trustec or trustees shall commence the liguidation of the assbciafim.l
The liquidating trustee or trustees shr‘lllr thereafter be authorized tq
carry out in his own name or in theivr own names as liquidating trustee
or trustees of the associétion the powers granted to him or them hy
the plan of voluntary dissolution and may sue and be sued for the pur-
pose of determining and enforcing the debts due the credit union and
its‘ obligations

C The liquidating trustee or trustees shall proceed in the manner
provided by regulation of the Department of Banking to gather the
assets determine the liabilities and distribute the assats of the credit
union until its atfairé are fully adjusted and wound up The liquidating
trustee o trustees shall notify all creditors and membhers appearing
on the records of the association by notice sent to or given at the address
“appearing for such creditor or member on the records or if no address
appears there at the last known address of the ereditor or member of
the amount which the records show to ba due such member or creditor
The liquidating trustce or trustees. shall also advertise once a weck for

three consecutive weeks in a nawspaper of general circulation and in
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a legal newspaper if any-in the county in which the credit union is lo-
cated that the credit union is liquidating pursuant to a plan of voluntafy
liquidation The advertisement shall set forth a date not less than ninety
days after the date of the first published advertisement. before which
all creditors or members must present their claims under cath or affirma-
tion to the trustee or trustees or be bound by the amount shown on
the records of the credit 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 thercon
within nincty days after mailing of the notice of rejection or disallowance
D The Department of Banking shall continue to supervise the
credit union in the hands of tha liquidating trustee or trustees until
the liquidation is complete and the affairs of the credit uni-on aro fully
settled
Section 29 Adverse Claims Notice to a credit union of an adverse

claim against shares standing in the name of any member shall not

be effectual to cause the eredit union to recognize such adverso claim

unless the adverse clabmant shall procure either an attachment or propar

restraining order against the credit union from a court of competent
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jurisdiction in a cause of action therein instituted by him wherein the

member or his legal representative is made a party in the manner pro-

vided by law or unless he shall execute to the credit union in form
and with sureties acceptable to it a bond imlemnifyiné the credit unien
from any liability loss dttmaées costs and expenses arising from the
recognition of such adverse claim

This section shall not apply in any instance where the person in
whose name the shares are held is a trustce for such adverse claimant
and tho facts constituting such relationshi;i as well as the facts showing
reasonable cause of belief on the part of the claimant that such trustee
is about to misappropriate the shares are made to appear by an éfﬁda\'it
of such claimant

Section 30 Restriction It shall be unlawful hereafter for any
person assoeiation copartnership or corporation except corporations or-
ganized in accordance with the provisions of this act to assume and use
the words “credit union” in their hanie or title or to operate in the
manner of a eredit union Any person copartnership or corporation

violating the provisions of this section shall be guilty of a misdemeanor

and shall be punishable by a fine which shall not be less than ten doMars
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($10) nor more than one thousand dollars ($1000) or by imprisonment
for a period which shall not be less than three months nor more than

two years or both in the discretion of the court Tha officers of a cor-

poration shall be liable to such punishment if the offense is committed

by a corporation

Section 31 Taxation A credit union organized under this act shal}
be deemed an institution for savings and its assets togethor with all
the accumulations therein shall not be subject to taxation excopt 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 (I’ I. 1076) entitled
“An act to provide for the organization incorporation operation and
supervision of cooperative savings and credit associations to be termed
eredit unions designating such credit unions as corporations a;ld defining
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 are repealed in so far as thay are

) incpnsisten_(; herewith

Section 83 Effective Date This act shall take effect immediately
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Wae certify that this bill has passed the Senate and the House of

Representatives.

Speaker, House of Representatives

Approved The ........dayof .....ooiiviiiinvennnn A. D. 1961.
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