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

AS AMENDED ON SECOND READING, JULY 7, 1961. 

AN ACT 

of coopcrati\'C &1"ings awl crc<lit at'..'-Ociations to he termed credit. 

unions dcsignuti11g such l'rc<lit unions as corporations and d<r 

fining their powers an•I clut ies eon fcning l'Cl'ta in ptlW<'.t'~ nml 

duties on the Department of Banking anti providing penalties. 

The General Assembly o{ the Commonwulth of Pennsylvania. 

hrucby <'nacts as follows 

Zxri..uu.noN--OAPITAL LB'ITBR8 lndJcate new mattu &dded k> bW. Ma~ter Kriekea tMewP, 
la to be omitted from bUL 
Undl!ll100t1ng lndlcatu new matter added to exl.stlng l&w. (Bn.ebt.] lndleate matw 
etrtcten rrooa utstm g ta w. 



1046-Printer's No. 2 

1 8edion 1 Short Title This act shall lie known and may bQ citeJ 

2 as the "Crt·<lit Union Al'l" 

3 8Pctio11 2 Dctinition a111l Purpose The tl'rm "crc1lit union" as used 

4 in -t11is act. nwa11s a coopcratirn association incorporated urnfor this act 

5 or under the act of )fay 213 Hla3 (P L 1070) its amendments and 

6 suppl<'ments for the purpose of promoting thrift among itg members 

7 nnd cr(•ating a source of credit for such JU<>Jnbt>.rs at re~sonablo rates of 

8 intere,.,t for provident purposes 

9 Hection 3 Mrthotl of f ncorpomtion A A crc1lit union may bl) form('(\ 

10 pursuant to tl1e provisions of t1iis aC't h,r !:'Hen or moro iucorpornt•lrs 

,_ 

11 8nC'h incorporaton• shall he nntural 1)(>.rsons of full age who are rcsi1lents 

12 l)f this Commonwealth arnl who have a ('l()mmon bond of RSS<1c.iation R~ 

13 provi1lr-d in Rel'tion fl of thiR art 

14 Jj Articles of incorporation shall h<:> si~ncd by rach of the in-

15 ('orporators a111l acknow1etlgcd hy at least se-ven of them hcforo any 

16 ntli<'"..r authorized to take acknowledgments within this Commonwealth 

17 Thr artil'lf's of incorporation shall set forth 

18 (11 The name of the pn>posc<l Nedit muon which ~hall contain 

19 the words "credit union'1 



' ·,·,.-

l (2) 'fhe das~ of i;f)r\1c<'s to be pcrfonneJ Ly the ~rcdit ~ion }Vhi~ 

2 S<' .• nit·rs shall be within tho scopo of activiticii of S'1Q}l tl:8&90~.~tions .~ 

3 ~pt ~forth iq tl1;~ act 

4 (3) 'l'~o prinqip4l} placp whore ~ts busin~ i~ to be tran~c~c<} which 

5 shall be within this C<>m111onwealth 

6 (4) Tho te~ for wl~ich it is to exist which rna1 be perpetual 

7 (5) The par value of ita shares which par vfl;luo shall not. e.x~ 

8 ten dollal"'5 ($10) for each share 

9 (6) 'l'ho names and post ofllco addresses of the incorpora.oors and 

10 tho number of shares ~11h~erihr<l by l.'llch 

11 (7) Tho names a11d r~i<lcm<'l'& of ca<.'.h of the first <;lirectors not 

J 2 less than fivo in number who l'11al1 gorvo until tho first annUAl mootin_g 

13 of t}JCl l'r<'•lil 1111io11 n111l tlir 111HrlC> ililtl rl':'iflonc<' of tho troosu~r 

14 (8) 'fho l'OJHmon ho111l o( 11w1111ior~l1ip 

15 (9) Any provh11ion 11ot hu-'on5ist<111t with law whioh tl1e incorporatort 

16 may choose to in~rt for tho rcgu1Ation of tho Lusin<\88 nnd the internaJ 

17 affairs oft.he oredit union 

18 0 '!'ho articles of incorporation 1rnd two copias of the prQpo&ed 

19 bylaws for the general ~veman¢e o( tho crooit u_nio1:1 shall be wesen~ 

20 to the Department o{ Hanking t-0gether with suoh reaaonable fees as 
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1 sh~ll be established by the department for such examination and such 

. 2 investigation as it may de-Om necessary to a.Soorta.in 

3 (1) 'Vhether the character and general fitness of the inoorporatora 

· 4 · dirc~toi-s and the. trC'Murer named in tho articles of incorporation is 

5 satisfactory 

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

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

8 priso so as to make tho establishment of the proposed C'redit union 

9 economically adYisable 

10 (3) Whether the incorporators directors and· group proposed to ho 

11 serv<'...<l have a common bond of association as provided in section 6 of 

12 this act 

13 ( 4) Whether the proposed credit union unduly encroadies upon 

14 t.he field of membership of any other credit union 

15 (5) Whether the applit·ation is in proper form and within the pur-

16 pose of this act 

17 'Vithi.n sixty days after receipt of the articles tlie Department of 

18 Banking shall upon the basis of the facts disclosed by the application 

19 and its inv~stigation either approve or disapprove the articles 
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1 D lf it approves the articles it shall cu<lorse its approval thereon 

2 anrl forward tJ10 articles to the Department of State 'fhe Department 

3 Qf State ~hall upon the receipt of the articles file the same and issue 

4 to the incorporntors or their representative a c-0rti6cate of incorporation 

5 Upon tho issuance of the certificate of incorporatwn tl10 corporate 

6 cxistcncn of the c.redit union shall begin 'Tho certificate of inoorporation 

7 shall ho conclusive evidence of the fact that the credit union has been 

8 incorporated 

9 }~ If the Department of Banking disapproves the art.ides it shall 

10 return them to tho incorporators stating in detail its reasons for doing so 

11 Section 4 Amendment of Articles The articles of incorporation may 

12 be amended at any regular or special meeting of the credit union pro-

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

14 amendments is furnished each member at least ten days prior to the 

15 meeting at which such amendment or amendments will he considered 

16 Amendments to tho artich>.s of iuoorporation must be approved by two-

17 thirds of the members present at any meeting at whicli the amendments 

18 are considered and the propoSOO. amendments shall be acted upon only 

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

20 present Articles of amendment shall be filed with the Department of 
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1 Banking H the Department of Bl1.nking flnd3 that the articles of amend-

2 ment ooilfoni1 to law it l:lhall endorse its approval thereon an<l forward 

3 the aftiClM of anicndmcnt to the Department of State Upo11 receipt of 

4 the arHdc-s of amcudment the Department <>f State shall file the sa:rhe 

5 9.rtd issue to the credit union a certificate of amendment 

i? 

__ -1., 6 The articles of amendment shall be signed ahd verified by the 
,. 

,; 

7 presideilt and secretary of the association and shall set forth 

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

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

10 (3) The date of the meeting at which the amendment Qr amertd-

11 ments was adopted 

12 (4) That notice of the meeting at which the amendment Qr amend-

13 ments was considered was given to each member as provided in this act 

14 (5) That at the meeting at which the amendment or amendments 

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

16 the bylaws 

17 (6) That the amendment or aniendments was apptoved by two-thirds 

18 of the members then present 

19 Section 5 Powers A A credit umon shall have the following 

20 general powers 
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(1) To contiiiuu its a corporation for the time specified in its articles 

0£ i11corporntion subject to the power Qf the General Assembly under 

the Co11stitutio11 of thi5 Commom\·calth 

(2) To maintnin and 1lefcwf judicial proceedings m its corporate 

rrnme 

(:J) 'l'o a1lopt nml use a corporate seal awl alter the same at pleasure 

( -l) 'l'o hn\'o a111l oxcrcirn all of the powers arnl means ncccsAAry 

to clTcct tho puqiow 01· purpoH'S fo1· wlii('h the ctctlit u11ion is organized 

B A cn~ilit union shall hare the following ~pccial powers 

(1} 'l'o rcct'ivn tho M\'ing-s of its members as payments ou shares 

(2} To lllRko loans to ml'lnhers for 1iro\·i1lcnt or produdive purposes 

(:J) To make loa11s to uuy coopcratirn society or societies or other 

orgauization or <Jrgllnizations which harn membership in the credit 

u11ion 

(-1) To nlRkc loans to members H'cmc<l by mortgages whicl1 arc 

first Hens on improved r('al property situatcll within this Conunon­

wcalth the impron·meut liei11g an c:::.talili:::.heil dwelling house for not 

more than four families which is ownctl h:; the member of the credit 

union making the mortgage and occupied or to he occupied in whole 

or in part hy rnd1 member Such mortgages shall nut exceed seventy-
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1 firn per ccntum of the fair market value of the property provided that 

"-;'-. 

- 2 shares of the credit union' owned by tho mortgagor mRy ho assigned 

3 or plcdgcd as additional co11atcra1 8ccurity for tho mortgage loan Rnd 

4 iu 8uch cn>nt the mortgage loan grantrd upon snC'h property may bo 

5 increMcd by the withtlrnwal value of tho ndditional plctlgcd shRrcs to 

6 an amo1111t not to exceed a maximum tot11l mortgage Joan of ninety por 

7 C{'nt11m of the fair market value of sn<'h renl property anti tho credit 

8 union may release this :ulditio21al coJlatoral whonoror the mortgago 

9 loan meets all of the re'}uircmcnts of this ad and could ho made legally 

10 at the time of release without tho 1·cquircrnent of additional collateral 

11 ~fortgage loans ~hall he amortized l1y approximately C''lllal payments 

12 snflicicnt in amount to pay all interest a111l effect full rC'(HtymC'nt of 

/' 

13 principal within a perio<l not in excess of twenty ;'l'Cllrs :Mortgage loans 

14 on any one property sliaU not exceed twenty thou~an1I dollars ($20,000) 

15 or firn per ccntum of the paid-in capital of the credit union whichever 

16 is lci1:".Cr Tlw aggregate total of mortgage loans shall not exceed twenty-

17 firn 11cr tcntum of the paid-in capital of tho crC'ilit union The pro•;i!<ions 

18 of this clause sliall not be construc>cl to apply to nny mortgage loan 

19 n\\"(•11 to the credit 1111ion upon the c!Tceti\·c date of lhi~ act or to tho 
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:;, 
1 readjustml'nt or refinancing of any sueh . mortgage loan nor to n pur-

2 chase money mortgage taken by the credit union upon real estate owned 

3 by it 

4 Without regard to t!1e limitations as to the amount and term of 

·= • 5 any morlgage loan or the aggregate amount of all mortgage loans set 

6 forth in this clause a credit union may grant any mortgage loan whioh 

7 is insured or guaranteed in whole or in part by the United States or 

8 any instrumentality thereof or if there is a commitment to so insure 

9 or guarantee 

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

11 lorated within this Commonwealth provided that tho term of such 

12 lonns sha!l not exceed oue year and the aggregate amount outstanding 

13 on nll snl'h loans shall not exceed ten per crntum of the paid-in capital 

14 of the Je>nding credit union 

15 (0) 'l'o deposit its funds in State banks bank aml trust companies 

16 !'IWings banks or natioual banking associations lorated in the Common-

17 wC'alth of Pennsylnmia 

18 (7) To inn~st its fu111ls in 
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1 The fol1owi11g iunstme>uts 

2 . (a) Bomis or other i11tcrcst-heari11g olJligations of the United Stat<'s 

3 or thorn for the pa.)·mcnt of the prin{'ipal 1111tl intcrl'st on which the 

.4 faith :i111l ne>1lit of the United Statt_•s arc plcdge1l 

(b) BomJs ot· other interc"st-bl•ari11g oliligatio11s of the Common-

6 wealth of l'e1111sJlnmia or any l"onuty city 1Joro11gh tow11sl1ip incorpor-

7 ate>d tom1 or school district ther<'of or an authority which hns been 

8 crcakd as a ho<ly corporate a111l politic under AH.Y law of this com-

9 mo11wralth 

10 (<..·) Share>s of any Luil1ling 1rn1l loan or s:n-ings a111l loan a&1ociation 

11 organized u1t<lc>r the laws of thi5 l'OllllllOJl\\"<':tlth or of any fl'dcrnl ~a,·-

-12 ings :rnd lo:rn ass1wiation to thP <'XfC'ut to whi<•h the witlulrn\val or re-

13 purcha5e value of such sl1arcs is irnmrr1l h)· the F<>1lrral Savings ancl 

14 1..oan Tnsnrancn Corporntion p11rs11a11t to the provi::•inrni. of the National 

15 Housing Act its anwnclments a nil s11p11lemcnts lwrntof01·e or hcreaf ter 

16 enacted 

17 (d) Bonds and notes of the Pennsykania Hou~ing Agency created 

18 by the Art of Decf'mut'r !3 Hl59 (P L 1688) known as t110 "Hom•ing 

19 .Agency J,aw" 
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1 The provisions of this dause shall not. apply to an.v investments 

2 JawfnIIJ owned hy a credit union upon the effective date of this act 

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

~ forth 

5 (9) To mako amend alfer and rcpral bylaws not ine-0nsi3tont wi!h 

6 Ja.,.,: for 010 regulation of its affnirs and tho comluct and manngement 
,, 
"..\ 

1 of the credit unfoi1 Immediate1.r upon tho adoption of the bylaws or 
,~ 

8 any additions thereto or 1my alteration antetidmcnt or rcpMl thereof 

9 hotice of such fact and a cop.f of such bylaws or such alteration amell(l· 

10 ment or repe;al shall forthwith be sent to the Department of Banking 

11 The Department of Banking shall within sixty days after receipt 

12 thereof have the power to disapprove for any reasonable cause stated 
,, 

13 in writing any such bylaw or any st1ch alteration amendment or repeal 

14 thefoOf but the bylaw alteration amendment or repeal shall be effective 

15 until the department dfaapptoves it a11cl gives notice theroof to the 

16 credit union 

17 · (10) To J10ld purchase mortgage alter improve and sell such real 

18 property and furniture and fixtures to he used therein as the purposes 

19 of the credit union require and which the credit union occupies <>r 

20 intends to occupy for tlie tram:action of its business or partly so oc-
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1 cupies and pal'tly lea::cs to others provided that the cost at the time 

2 of acquisition of such real property aud furniture and fixtures therein 

3 shall not exccc<l in tho aggregate fifty per centum 0£ the unimpaired 

4 surplus aI!(l undh'icled profits of the credit union ot five per centum 

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

6 three per centum of its capital o-.·cr one million dollars ($1,000,000) 
•I 

7 whichever is greater except with the prior written approval of the 

8 l>cpartmeut of Banking 

9 (11) To purchase group insurance at reasonable rates on tho lives 

10 of its members in an amount not to exceed the respective shares ba.l-

11 nnccs of such members 

12 8cction 0 Mcmb(lrship Credit union organizations shall be limited 

13 to groups lul\·i11g a potential membership of one hundred or more adult 

14 persous r11ul a <'Otlltnon hond of Association within a well defined com-

15 munit_.,. or rnrnl tlistrict by reason of occupation or of membership in 

16 a religious congregation or fraternal or labor organization The member-

17 sLip of a credit union shall Lo limited to and c-0nsi:!t of the incorpo-
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1 rators of the credit union and such other persons having tho common 

2 bond of assodation E01t forth in the bylaws as have been duly admitted· 

,. . 8 members have paid the entrance fee as provided in tho bylaws ha\"e· 

4. subscribed ior <ine or more slrnrea nnd have paid tho initial installment 

5 thereon Organizations composed principally of the i.;ame geReral group 

6 as the credit union membership may be members Employes of credit. 

,; 7 . ~ ) unions may be members of suci1 credit unions Persons who are members 

8 of the immediate family of a member of the credit ll11ion and who 

9 share the same domicile with a member may bo elected to membership 

10 hut may not hold office 

11 Shares may be issued in tn1st for or in joint tenancy with the 

12 right of survivorship with any person designated by the credit union· 

13 member but no joint tenant or beneficiary of a trust shall be permitted· 

'••-:\. 14 \·~ to vote obtain a loan or hold office unless he is within the field of· ... 

15 membership and is a qualified member in his own right 

' 16 Section 7 Reports ancl Examination Credit unions shall be under 

17 tho supervision of tho Department of Banking of the Commonwealth 

18 'l'he Department of Banking is hereby authorized and empowered to. 
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1 i~uc -general rules and regulations and spedfic orders _for the prot~ 

2- tion of members of credit unions for insl;r-ing the conduct of the bl,\si-

3 ness of credit unions on a safe and souml basis and for the effective 

4 enforcement of this act Credit unions shall report to the Departmeµ.t 

5 of Hanking as often as may be re<Juh ed by it and _at lea.st annm}lly on 

6 blanks supplied by the department for that purpose Supplementary 

7 reports may be required by the department from time to time CrecJ,it 

8 unions shall bo examined as of ten as may be required by the depart-

9 mcnt and at least annually and the department may use such other 

lO methods of assuring itself of the condition of the credit unions as it 

11 shaH tleem ad,,isablc The cost of all such examinations and inspectioILS 

12 shall be paid by the credit union A credit union shall also pay au-

13 nnally ita proportionate share of the overhead expense of the Depart-

14 mcnt of Uanking determined by gener11l rule or regulation of the de-

lf> partment For failure t-o file reports when due unless excused for catt£0 

16 a credit union shall pay to tho Department of Banking five dollars {$6) 

17 for each day of its delinquency 
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1 · If t be department determines t liat R credit union (i) is viols.ting 

2 any of the provisions of this act or any rulo or r{'gulation of the de-

3 partment issued under and within the authority of this act (ii) is oon· 

4 ducting its bueinesa in an unsafe manner (iii) is in an unsafe a.nd 

~ unsound condition to tramaot its busineM or (iv) is insolHnt the de-

6 partment ·may serve written notice of ite intention t-0 take p()&&easion 

7 of the credit union If the condition continues for ll period of fifteen 

8 · <lays after thf' giving of such notice the department may in its discre-

9 tion take possession of the busincSB and propert.v of the credit union 

10 and retain posgcssion until sU<'h time as tho con<tition predicating 

11 snl'h <\ctiou is r('n1edicd or until tho Affairs of tho credit union are 

12 finally liquidated The department may take ~imilnr nction if any report 

13 is not filed within a period of fifteen days nfter it is due 

l '1 Any person aggrieved by the action of tho Department of Rank-

15 ing in taking possession of a cro<lit union may within forty-tivo days 

16 but not thereafter appe<il to tl1e Dauphin County Court whereupon 

17 the matt~r shall Le 5ct down for hearin~ 1fo novo 
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1 Section 8 I<'iscal Year 'fho fiscal year of all credit unions shall 

2 end on December_ thirty-first of each y~ar 

3 Section 9 Meetings The annual meeting phall be held at the time 

4 place and in the manner indicated in the _bylaws Special meetings may 

l5 a1so be held in the manner provided in the bylaws At aJl meetings a 

6 member shall have but one vote irrespective of his shareholdings There 

7 shall be no voting by proxy but any member other than a natural 

8 person may cast its vote through an agent duly delegated and appointed 

9 agent in writing 

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

11 sequent annual meetings the credit union shall eloot a board of directors 

1 ') of not less than five members a credit committee of not less than three .., 

13 members and a supervisory committee of three members all to hold 

14 office for such terms respectively as the bylaws. provid.e and until sue-

15 ccssors arc duly qualified A member 8ha1l not serve on more than one 

16 of the committees Not more than one member of tho board who shall 

17 not be tho ti·easurer or an assistant treasurer may serve as a member 

18 of the supervisory committee or of the credit committee A statement 

19 in writing of the n:lmrs and addresses of the members of the board 

20 and tho committees and the officers shall be filed with the Department 
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1 of Banking within ten tlRys after their election and qualification For 

2 failure to filo such statements when due unless excused for cause the 

3 credit union shall pay to tho Department of Banking fivo dollars ($5) 

4 for each day of its delinquency l: _,,,. ___ 4 

5 Section 11 Bylaws Tho original bylaws of a credit tmion shall ho 

6 adopted by the incorporators of tho credit union and oopies thereof 

7 shall be transmitted to tho department along with tho articles of in-

8 corporation as provided heretofore in this act Thereafter bylaws shall 

9 ho adopted altered amended or repealed by tho majority of the aha.i &-

10 holders at any annual or special meeting of the credit union if notice 

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

12 the members as provided in the bylaws is present 

13 Section 12 Directors and Officers A At the first meeting the 

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

15 vice presidents a. treasurer and a secretary The same individual may 

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

17 assistant treasurers The directors may appoint e. membership officer 

18 from among the members of the credit union other than the trea.s1irer 

19 an assistant treasurer or a loan officer fo approve applications for mem· 

6«-SW-t 
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1 berehip under such conditions as the directors may prescribe exe-0pt 

2 that such membership officer so authorized shall submit to the directors 

3 at ea('h monthly meeting a list of approyed or pending applications for 

4 membership received since the previous monthly meeUng together with 

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

6 Tho directors shaUhave general management of the. affairs of the credit 

'l union and are specifically required 

8 (1) To act on applfoations for membership 

9 (2) To determine interest rates on loans 

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

11 of. all ofllcers and cmployes handling money which amount shall be not 

12 less than the minimum schedule established by . the Department of 

13 . Banking 

14 (4) To declare dividends or reoommend dividen& as provided in 

15 the bylaws .. 

16 {5)_ To transmit or cause to be transmitted to the members all 

17 . proposed amendments to the bylaws 

18 (6) To fill vaeancies in . the board and in the credit committee 

19. . un,til successors are duly chosen and qualified 

20 (7) To determine the maximum individual ahare holdings and 
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1 subject to the limitations contained in this act tho maximum individual 

2 loan which can bo made with or without security 

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

other credit unions ancl Federal credit unions but not loans t-0 members 

which are under tho supervision of tho· credit committee as provided 

hereinafter 

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

& · mittee members tho loan officer and employes and 

9, .. -(10) To determine whether and to what extent an interest refund 

10. to members of record at the close of business on Dec('mber thirty-first 

ll· · shall be paid in proportion to the interest ·paid by each borrower during 

J2 · that year except that no interest refund may be authorized unless a share 

18 ·dividend of not less·than three' per centum has been declared from the 

14 · earnings of the last preceding year 

16 ·' · B Duties of the officers shall be as detennined ·by the hyiaws A 

16 .. ·member :of the board of directors and members of the credit committee 

17 ·and the supervisory committee may be compensated if the credit:union 

18 · paid- a· dividend of not less than three per centum from the earnings 

19· ., of the last preceding year pro'vided ·that the Department of Banking 
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1 may prohibit or regulate the payment of compensation of diroot-0rs 

2 committco mr;mbers and officers exclusive of tho treasurer if it deems 

3 such e-0mpen8ation excessive or if in its opinion the financial oondition 

4 of the credit union is not such as to warrant the payment o! suoh 

··. 5 compensation 

6 Section 13 Credit Committee The c.redit committee shall have the 

7 superviaion of all loans to members other than mortgage loans and 

8 loans to other credit unions and Federal credit uni-Ons Applications 

9 for loans shall be in writing on a form prepared for that purpose by 

10 the credit committee and all applications Miall set forth the purpose 

11 for which the loan is desired the security il any offered and such other 

12 data l\8 may be required 'Vithin the meaning of thia section a pledge 

-

18 of shares in the credit union or the endorsement of a note m~y be 

14 deemed security At least a majority of the members of the credit oom-

15 mittee shall pass on all loans and no loan shall be approved unloss it · 

16 is approved unanimously by the members of the oredit oo:mmittoo 

17 present provided that the credit committee may with the approval of 

18 the boa.rd of directors authorize one of its members acting individually 

19 . to approve on behalf of the committee only loans whioh are full;y 
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1 secured bs tho pfollgo of shares 'fho credit committee shall meet as 

2 ofton as tnay bo necc~ary after t\uo notice to each member 

3 Sootion 1-1 Supervisory Committee Tho duties of the supervisory 

4 committee shall be Rs follows 

5 (a) To mako Rn oxnminntion of tl1e affairs of the credit union at 

6 least quarterly including an audit of ib books and in the event tho com· 

7 mittee feels such action to bo necessary it shall call the members of 

8 the credit union togctl1er thereafter 1rnd submit its report to them 

9 (b) To make an annual au<lit and roport and submit it at the 

lO annual meeting of the members of tl1e credit union 

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

12 the proper eonduct of the affairs of the credit union to suspend any 

13 officer director or memh'Jr of any committee other than tho supervisory 

14 committee In such e\•ent tho committee shall call the members of the 

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

16 suspension The members at the meeting called for this purpose may 

17 sustain such suspension or remove such person from office or may re-

18 instate such person 

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

20 meeting of the members to consider any matter submitted to it by the 
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1 committee Tho committee shall fill rncancics in its own membership 

2 (c) 'Vhcnevcr the supervisory committee fllil~ fQ make tho exam· 

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

4 ~cction the board of directors shall remove from office the members 

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

6 such examinations and audits or the board may employ the services 

7 ol a public acc-0untant to make such examinations and audits The 

S charges for the scr·vices of such public a~ountants ehall ho paid by the 

9 credit union If tho board of directors under suoh circumstances fails 

10 or r~fuses to· act the Department of Banking may remove the membore 

11 of the supervisory committee and issue an order on the board of diroo-

12 tors requiring such examinations and audits to be made by a publfo 

13 accountant at the expense of the credit union 

14 Section 15 Capital The capital of a cre<lit umon shall oonsi!!.t o! 

15 the payments that have been made to it by the members tl1.ereof on 

16 shares The credit union shall have an automatic lien on the shl:\res of 

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

IS dor8Cd by him Shares of a credit union shall be transferable only to 

19 other members of the credit union 

20 Section 16 Joint Accounts A "Whenever s"kares of a credit union 
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1 shall lio issued in the names of two or more persons the credit ~ion 

2 shnH not vay ans <li\'i<londs or earnings thereon or the repurc11ase value 

3 thereof ('.Xccpt upon proper receipt acquittance or other action as tho 

4 cilso ma_y Le of all of such persons unless at the time of subscribing 

5 to tltc slrnros or at a subsequent time all the l)artics agree to a different 

6 nrraugmnent nud gi\'o tho credit union written notice thereof 

7 B Whcnc\'Cr any share accounts of a crc<lit union shall be issued 

8 in the rnuncs of two or more persons anrl such share acoounts shall have 

9 Leon subscribed for under an arrangement with the credit union where-

10 by tho <lh·i<lcn<ls thereon or the repurcharn value thereof may be paid 

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

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

13 repnrcharn \'llluo upon such receipt acquittance or other action as the 

14 caso may be of citlw1· or any of such persons pursuant to the arrange-

15 mcnt pro\'ide1l for in this section notwithstanding the fact that one or 

16 more of the other pcrwns may be dead ancl the credit union has notice 

17 thereof 

18 C Tliis ~crtion ~hA1l 11ot be eonstrued to affect share ac.counts in the 

19 rnunc>s of n hnsbnn1l an«l his wife 

20 Section 17 SJ1nrcs Jf£1"1 in tho Name of a )[inor or as Trustee 
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A Shares may be is.5ucd and piiy1ncuts on subscribed shares rooeivod in 

t11e name of n minor or in trust in such manner a.'l the bylaws may provide 

B \Vhcmevcr shares of a credit union shall bo issued in the name 

of any minor not less t1urn twelvo years of age the credit llliion may 

pay the clivhlcnds or earnings there.on as well as the wit.hdrawal value 

of rnch shares to such minor without the assent; of liis parent or guardian 

The receipt acquittance or other action 1equired by the credit union 

lo be taken by the minor shall be binding upon such minor with like 

cffeot as if such minor were of full age and sha11 be a valid release t-0 

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

Ntpacity as parent or guardian have the power to attach or in any 

manner transfer any shares issued to or in the name o{ such minor 

C 'Vhenever shares of a credit union shall be issued to any person 

describing himself in subscribing for such shares as trustee for any 

person or persons 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 sucl1 shares as well as the withdrawal 

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

described as tmstee be paid to the person or persons for whose benefit 
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the &hares were stated to have been subscribed if at the time of payment 

Slh'h beneficisry is o\·cr sixtoon years of age Payment may be made t-0 

any such beneficiary who is not le.ss than sixteen years of age under 

the 8ame conditions a3 if such shares had been originally subscribed for 

by him If there arc two or more beneficiaries named on any such shares 

tho credit union slrn.ll in the. abS€nce of written notice to the contrary 

make payment to such of the beneficiarie..s as may survive the trustee 

in equal portions 'fhe receipt or acquittance of any such benaficiary 

or bencfieiarics for payments made in accordance with this section shall 

be a full complete anti 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 uot in excess of one dollar ($1) as may be provided 

by the bylaws 

Section 19 Hales and r'ines Interest rat~ on loans made by a 

credit union to its members shall not ex<'eed the rate of sh per centum 

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

stallments or the rate of twch'e per ccntum per annum when calculated 

on t110 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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1 union shnll refund to the borrowor the amount 0£ unearned interest 

2 or discount calculated at the o~iginal contract rate on the total amount 

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

4 insfaHment periods provided tl1e ercdit uuion shaJl not be required to 

5 re.fund any such unearned inter('-3t or die~ount when the o.mount duo 

6 comp11tr.i:l as herein provi<le<l is less than one dollar ($1) :For failure to 

7 pay an installment or installruent.s on a discounted loan when duo a 

8 fine may be charged which shall in no case exceed one-fo\trt.h o{ one per 

9 centum for each week of dclinquency on the amount in arrears exc.ept 

10 that a minimum fine of five cents may be charged \Vhen interc'St is 

11 calculated on the unpaid principal balances it shall be computed for the 

12 actual uumbe.r of days which have elap~ed at. the time of payment 

13 No of her charges or fines sl1all be collected other than fees to public 

14 ofHcials ancl rearnnable fees of attorneys and outside collootors or out· 

15 · side collection age.neie.s pro,·ided the aggregate of such fees does not 

16 exceed twenty per centum of the outstanding loan balanco The taking 

17 receh·ing reserving or charging interest greater than allowed by this 

18 section sl1a1l be deem<'d a forfeitme of the entire interest on tho loan 

i9 ex(·ept w·J1en such oyercharge is the result of a clerical error in compu· 
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1 tation In cam tho gr~atcr interest has been paid the borrower may 

2 \\ithin six months after paynnmt recover from the credit union the 

3 entire 11111ou11t of int<'fcst paid exoopt when such overcharge is the re9Ult 

4 9f n dc1·ie8l Cl'l'-lr in computation in which case only the excess intro-est 

5 paid may he rercwcrcd 

6 Section 20 Power to Uorrow A crrdit union may borrow from any 

7 source n smn not l'xcee1linr, fifty })(Jr contum of its capital surplus and 

8 nndh·ide1l profits for tlie purpose of meeting the demand for loans to 

9 mC'mbers or for the purpose of meeting demands for share withdrawals 

10 1novided that a credit union ~hall not borrow for the purpose of making 

11 investments authorized by section 5B clausP. (7) of this act 

12 Section 21 J,Qans A c1·edit union may make loons to its members 

(I 13 only I..oaus must be for a purpose deemed by the cre<lit committee to 

14 be provident or for producfrrn purposes and must be made subjeot to 

15 the conditions contained in the bylaws A borrower may repay his loau 

" 16 in whole or in part any day the office of the credit union is open for 

17 busine...o.s A director officer or member of any committee may only ho.r-

18 row from the credit union in which he holds office an amount not exceed-

19 ing his total shareholdings plus tho total shares of any other member 

20 freo and unplcdged whie.h are pledged to secure the loans of such diroo-
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1 tor officer or oomn1itt€e member No dire<)tor officer or momber of any 

2 committee may endo~e a loan granted by the credit union in which he 

3 holds offic~ 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 
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Section 22 Ueserves All entrance fees collected and t..wenty per 

centum of the annual net. earnings shall be set aside ns a reserve fund 

'Vbe.n tho rese.n-e fund equals ten per ccntmi1 of tho citpital of t.he 

credit ·union or ten per centum of t110 total nn1ount outs.taniHng in loans 

to members whiche\·er is larger tho credit union may with written 

approval of the Department of Banking reduce tho amount annually 

set aside from net earni.11gs to ten per centum 'Vl1cn tl10 reserve fund 

equals twenty per e~ntum oi tho e.a.pital or tw<'Jlty per ccntmn of the 

amount outstandin'g in loans to members whkhovor is larger tho c~cdit 

union may with written approval of the Department of Banking discon­

tinue increasing the re.servo fund Tho r~scrrn fund thus c~tablisl1cd 

shall not be loaned out to members nn1l sliall ho deposited in a bank 

account or invested in such investmcnt.s as arc authorizod by section 

5B clause (7) oi this act The resen·e fund shall belong to the credit 

union and shall not be distributed except in ease of liquiilation 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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1 l\t tho timo of oxamination of a credit union recommend for charge-off 

2 such loans which in its opinion aro unsound which loans shall bo charged 

3 ·against the rcscrvo fund within sixty days of tbe rec.eipt of such reeom· 

4 mondation from tho Department of Banking Any amount received from 

5 the repayment of a loan after it has bcon charged off ttgainst the reserve 

6 fund shall bo c.redited bark to said fund 

7 The direct.ors are authorized after the required rose.rye has been 

8 pro,ided for to make additional transfers from undivided profits to a 

9 contingent rcsorve for other auticipated losse..s and expenses provided 

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

11 of surh contingent resen·e to the uudiviJed profit account 

12 Section 23 Dividends The directors of a eredit union or the mem· 

13 hers on rooommendation of the directors whichever the. bylaws provide 

14 may declare an annual or semi-annual dividend from net earnings which 

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

16 year or semi-annual pedod thereof whichever the bylaws provide Shares 

17 which become fully paid-up during the year shall be entitled t.o a pro-

18 portional part of SU('h dividend oalculated from the first day of the 

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

20 of one share <>f stock shall be. considered as a full paid share in the 
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1 calculation of dividends 'Vithin th_o discretion of the board of dir~tors 

2 payments on all shares which are mado within tho fir.st fivo days of a 

8 month nrny be entitled to dividends for tho full month in which such 

4 payment is made. Dividends may bo addC\.l to tho credit of tho members' 

5 ~hare accounts paid in Nt$h or partially credit0<.l to ~lrnro R~-0unts and 

6 partially paid in cash at the option of the boarll of Jircdors 

7 Section 24 Expulsion and Withdrawal A member may bo expelled 

8 by a voto of two-thirds of the members prosent at a regular or a spcdal 

9 meeting· c.alled to consider tho tnattor at wliich n quorum as provided 

10 in the bylaws is present but only after a hearing after due notice to 

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

12 reasons for such proposed expulsion Any member may withdraw from 

13 the credit union at any time but notke of withdrawal qiay be required 

14 All amounts paid on shares of an expelled or withdrawing m&mbor with 

15 any dividends aoore.dited thereto to the date thereof shall as funds be-

16 come available and after deducting all amounts due from the member 

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

18 days' notice of intention to withdraw s.harea Withdrawing or (>.xpelled 

19 memb~rs shall have no further rights in the credit union but they Ml.all 
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,, 1 not by such withdrawal or expulsion be released from any remaining 

2 liability to th.e crc::dit union 

3 Section 25 Change in Place of Business A credit union may change 

4 its plnec of bm.ines3 upon the filing of a certificate of such change with · 

5 tho Dcpnrtment of State and the Department of Banking 

6 Section 26 Notice to Members All written notices required by this 

7 act to be given to mewl"rs shall be delivered in person to each member 

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

9 tho records of tho credit union 
.. _ .... 

lO Section 27 Conversion A. A credit union may be converted into a 

11 Federal credit union under the laws of the United States by complying 

12 with tho following requirements 

13 {1) The proposition for such conversion shall first be approved 

14 by a majority vote of the directors of the credit union who shall also 

15 set a date for the vote thereon by the members The vote of the mem-

16 hers sha_ll be conduotf.rl at a meeting held on such date or by written 

17 ballot t{) be filed on or before sueh da~e ·written notice of the proposition 

18 and of the date set for the vote shall be given earh member not more 

19 than thirty nor le.ss than ten days prior to suoh date Approval of the 
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1 prvpQsition ghnll bo by tho aflinnafirn roto of a majority of tho mcmb61"8 

2 in person or in writing 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

lS 

14 

15 

16 

17 

(2) A statc•mC'nt of tho result of tho Yote verified by the affidavits 

of t.ho prcEidC'nt or vicn president and tho secretary shall be tiled with 

f ho DopRrtmC'nt of Banking wit.hin ten days after the vote is t{lken 

(3) Promptly after tho vote is tPken and in no event later than 

ninety days tlir.reaftcr i{ tho proposition {or conversion was approved 

the credit union shall tako such action as may be necessary under the 

applicable laws of tho United St.ates to make it a Federal credit union 

and wit.bin ten days alter t('.ceipt of the Federal credit union charter 

it shall file a copy of tho charter thus iseue<l with the Department of 

St.ate which shall furnish a oopy thereof to the Department of Banking 

Upon such filing with the Department of State ths credit union shall 

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

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

continue re..<3ponsible for all of t.he obligations of the credit union thus 

conveTted t.o the same extent as though the conversion had not taken 

18 place 

19 B (1) A Federal credit uni-On organized under the laws of tho 
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1 United States may be converted into a credit union subject to the 

2 provisions of this e.ct by 

3 (a) Complying with all Federal req1Jirements requisite to enabling 

4 it to convert to a credit union or to c~ase being a Federal credit union 

5 (b) Filing with t11e Department of Banking proof of oompliance 

6 with such .Federal requirements in fonn satidactory to tho department 

7 (c) Filing with the Department of Banking articles of conversion 

8 which shall set forth 

0 (i) The proposed name of the converted credit union 

10 (ii) The exact location of the principal place of business of the 

11 credit tmion into which the Federal credit union plans to beoomo oon· 

12 verted 

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

14 dir~ctors of the converted credit union 

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

16 original articles of incorporation in the case of the formation of a 

17 credit union in so far as sueh information is applicable to a Federal 

18 credit union propMing to become conrnrted into a credit union 

19 (2) Immediately upon the receipt of tbe articles of coriYeraion the 

644-SW-3 
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1 
Department of 13anking shall conduct such examination as may be 

2 
deemed necessary to ascertain from the best sour~s of information at 

3 
its command 

4 
(n) \Vbethcr the name of tho proposed credit union conforms with 

5 
the re.quircments of law for the name of a credit union and whether it 

6 
is the same as one already adopted or reserved by another corporation 

7 
or person or is so similar thereto that it is likely to mislead the publi0 

8 
(b) \Vhcthcr the conversion is made for legitimate purposes 

9 
(c) \Vhetlter tho interests of members and creditors arc adequately 

10 
protectcl\ 

11 
(d) Whether the propo3ed credit union meets all of the require-

12 
mcnts of this act and violates none of its prohibitions applicable to a 

13 credit union incorporatc<l under this act 

14 (o) \Vhethcr tho Federal credit union has complied with the re-

15 quirements of the laws of the United States as they relate to the c-0n-

16 Ye.rsion of a Federal credit union into a credit union 

17 (3) "rithin sixty <lays after receipt of the articles of conversion 

18 the Department of Banking shall upon the basis of the facts disclosed 

19 by its investigation either approve or disapprove such articles If the 

<lepartmcnt approves the articles it shall register its approval thereon 
., 
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1 an<l :-hall forward them to the Department of State for filing Immedi-

2 ate1y upon receipt of the approved articles of conversion the Depart· 

3 ment. of State shall fi1e the article.s and shall issue to tho credit union 

4 a certificate of conversion The conversion shall become effccth·o im-

5 mediately upon such filing and the converted credit union shall have 

6 aJl the rights privi1eges immunities and fr9nchiscs of the Federal credit 

7 union except that it shall not thereaf te.r acquire authority to engage in 

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

9 when originally inoorporated under this act 

10 If the Department of lhnking disapproves tho articles of con-

11 version it shall return them to the Federal credit union de.siring t-0 
j : ; . ' 

12 become converted into a credit union statiug in detail its reasons for 

13 so doing 

' .... ' ' . 
14 Section 28 Voluntary Dissolution A Any credit union may elect 

iq: •• • ' n· 

15 to dissolve voluntarily and wind up its afiahs in tho manner hereinaf tcr 

I " '. ,_ :. 

16 provided in tbis section However if it shall appear to the Department 

r < L~ . '. 1, .. " . :I. ·l 

17 of Banking upon an examinati-On of the business assets and affairs of the 
-
: <; ' ' l ' J . ; , - 1 : ~ • • r l J • . ' I ', ,. ' 

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

19 its members and creditors it shall take possession of the bm1nea.s e.nd 
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1 property of thn cre~lit union and retain pos.ses~ion until its affairs are 

2 finally liquidated 

•"-'' 3 B The pr~c<lure for \•olunt.ary dissolution shall be as foll-Owe . 

~ -;_ .· 
4 (1) A plan of dissolution setting forth in detail t.he number of 

5 liquidating trustee~ which shall bo ono thrco or five to be elected by the 

6 members tho amount of tho bond which shall be supplied by eaoh of 

.... ~ . 
7 the liqui11nting trustcc~ n111l the. powers duties and compensation of such 

8 trustees shall Lo adoptc1l by a Yolo of at least two-thirds of all directors 

9 of tho credit union 

10 (2) A meeting of tho membership sltaH be called for tha purpose 

11 of ncting on tho plan of dissolution 'Vrittcn notice setting forth the 

12 dete and purpose of such meeting shall be furnished each num1ber at 

13 least ten days prior to tho date of the mootiug The plan of dissolution 

. ' 14 shall bo adopt('d upon the affirmative vote. of a majo1ity of the entire 

15 membership of the credit union in person or by written ballot 

16 (3) Upon app1·oval of the plan the members shall forthwith proceed 

17 to elect the number of liquidating trustees provided for in the plan 

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

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

20 of trustees to be elected and cast the whole number of such vot.es for 
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1 one candidat-0 or distribute them among two or more candidates The 

2 c.andidates receiving the highest number of votes up to the number of 

3 liquidating trustees to be chosen shall be elected 

4 ( 4} A certificate of election to dissolve signed and verifie(l by at 

5 least two duly authorized officers of the credit union shall be executed 

6 ancl delivered to the Department of Banking The certifi<'ate shall set 

7 forth 

8 (a) The name of the eredit union 

. ' 
9 (b) The exact location of its place of business 

10 (c) The names and addresses of its officers and direct.ors 

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

12 against the proposed plan of voluntary dissolution 

13 (e) The total number of members and the number of members vot· 

14 ing for and the number voting against the proposed plan of voluntary 

15 dissoJution 

'. 16 (f) The names and addresses of the proposed liquidating tru~tees 
,, 

17 and the number of votes received by every clmdidat6 for the position 

18 of liquidating trustee 

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

20 (h) The signed statement under oath or affirmation 'lf each of the 
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1 }ffOJlOSC'(l liquidati11g I nistccs that he is willing to serve as liquidating 

2 trustee subject to the pro\'isions of tl1is act and to the terms of the pro. 

3 posed plan of yoluntary dissolution that he wiH so far as tho duty de-

4 Yoh-es upon him <liligcntly and honestly liquidate the affairs of the 

5 association aml will not knowingly Yiolate or permit to be violated any 

6 of the proYisions of this act or of the proposed plan of voluntary liqui-

7 dation 

8 (i) The proposed plan of volunlnry dis.solution 

9 (5) Upon receipt of tho certitieato of election to dissolve the De-

10 partme.nt of Banking shall conduct flll examination or an investigation 

. [ 
11 or take such other action as it deems necessary to determine whether 

12 to approve the plan of Yoluntary dissolution If the department deter-
- , r ! : 

13 mines that the plan of yoluntary di8solution docs not prejudice the 

'I I •1 '. 

14 intere~ts of members or creditors it shall endorse its approval on the 

15 certificate of electfon to dissoh-e and send it to the Department of State 

~':· ,~ :·1· ~~••,• r 1.t :···· I• :t ; ~ 

16 for filing If the Department of Banking disapproves the plan it shall 

I . 1 i 

17 return the certificate to the credit union stating in detail its reasons 

18 for doing so 

3~~.· (· i·i, ~'t ,j '11: l1. 1· i~~!~, '; t: 
19 (6) Upon the filing by the Department of State of the certificate 

~~ I: l : ! 1 : ·: : • ~ : ! . ' -: • ; f ~ . ! . • f ; f I 

20 of election to dissoke the. Depa1·tment of State shall furnish a copy 
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1 thereof to the .Department of Banking and the c.redit union Upon su('.h 

2 filiug the credit union shall cease to transact its business and the liquidat· 

8 ing trustee or trustce..s shall commence the liquidation of tho aisociation 

4 The liquidating trustee or trustees shall thereafter be authorized to 

5 carry out in his own name or in their own names as liquidating trustee 

6 or trustee..s of the association the powers granted to him or. them by 

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

8 pose of dete11nining and enforcing tl1e debts due the credit union and 

9 its obligations 

'' 
10 C The liquidating trustee or trustees shall proceed in tho manner 

11 provided by regulation of the Department. of Banking to gather the 

12 assets determine the liabilities and distribute the asse.ts of the credit . ; 
13 union until its affairs aro fully adjusted and wound up The liquidating 

·1; 

14 trustc>c or trustees shall notify all creditors and members appearing 

15 on the records of the association by notice sent to or given at the addres3 

16 appearing for such creditor or member on the records or if no addres~ 

17 appears there at tho last kno,..,·u address of the creditor or momber of . ' 
18 the amount wl1ich tlie records show to be due such member or creditor 

19 The liquidating tmstee or trustees slrnll also advertise once a week fer 

20 three consecutirn weeks in a newspaper of general circulation and in 

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

2 catcd that the credit union is liquidating pursuant to a plan of voluntary 

3 liquidation The advertisement shall set forth a date not less than ninety 

4 days after the date of the first published ad'\"ertisement before which 

5 all creditors or members must present their olaims under oath or affirma-

6 tion to the trustee or trustees or be bound by the amount shown on 

7 the records of the credit union to be due them Thereafter all claims 

8 sha11 be pC'nnant'ntly barred Any claim which is rejected or disallowed 

9 by the truslee or tmste.cs shall be barred unless suit is instituted thereon 

10 within ninety dRys after mailing of tho notif.'e of rejection or di~llowance 

11 

12 

13 

14 

15 

16 

17 

18 

19 

D Tl10 Dcp:ntmcut of Ranking shall continue to supervise the 

credit union in the hands of the liquidating trustee or trustees until 

the liquidation is complete an<l the affairs of the credit union are full~ 

settled 

Section 20 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 credit union to r')cognize such adver5e claim 

unless thC' ad,·crse cfaimant shall prorure either an attachment or proper 

restraining order ngainst the credit union from a court of competent 
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. ..~ \ 1 jurisdiction in a cause of action therein institutc<l by him wher<'fo tho 

2 member or his le~al represent.alive fa mado a party in tho tnannor pro· 

3 vided by Jaw or unless he shall execute to tho credit union in form 

4 and with sureties acceptable to it a bond indemnifying tho orc<lit union 

5 from any liability loss damages costs and expenses arising !rom the 

6 recognition of such adverse c1aim 

7 This sootion shall not apply in any instance whero the person in 

8 whose name tho shares are held is a trustee for auoh adveroo claimant 

9 and tho facts oonstituting such relationship as well a.a the f Mts showing 

10 reasonable <'ause of belief on the part of the claimant that such trustee 

11 is about to misappropriate the shares are made to ap11ear by an affidavit 

12 of such claimant 

13 Section 30 Restriction It shall be unlawful hl'reafter for any 

14 person associat.ion copartnership or corporation exc.ept corporation.s or-

15 ganized in a~ordance with tlrn provisions of this act t-0 assume and use 

16 the words "credit union" in their name or title or to operat.e in the 

17 manner 0£ a credit union Any person oopartnership or corporation 

18 violating the provisions of this section shall be guilty of a misdem~anor 

19 and shall be punishable by a fine which shall not be less than ten dollare 
~ ' I 
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1 
~ l1 

• ., - -' ... ' • t•t?.· ..,'! fl 
($10) nor more than one thousand dollars ($1000) or by imprisonment 

' •• r . ". 

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

~ ' r • 

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

' . : ·, • ':i 
. 

f - \ ,; 

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

I i I ; ' ·-· l'. . /, i . ~ ~ .. -
5 by a c-0rporation 

~ .: -

6 Section . 31 Taxation A credit union organized under this act shall 

7 bo deemed an institution for savings and its assets together with all 
• i . " ' ~ . 

8 the accumulations th<'rein shall not be subjee.t to taxation except as to 

. ' 

9 real estate owned by it The shares of a credit union shall not be subject 

. . .... . ' . , ... ' . *' 
10 to a capital stook bonus tax or a stock transfer tax when issued by tho 

1·: 

11 corporation 

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

la ".An act to provide for the organizaiion incorporation operation and 
•, I 

~r ' f 

supervision of cooperative savings and credit associations to be termed 14 
I I 

• r 

15 credit unions designating such credit unions as corporations and defining 
I, 

_ ...... 
16 their powers and duties conferring certain powers and duties on the. 

.. ... 

17 Department of Banking and providing penalties" is repealed 
': 

lS All other acf.s and parts of aota are repealed in so far as they are 

I• 

19 inconsistent herewith 

2 f .~ 

20 Section 33 Effective Date This act shall take effect immediately 
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We certify that this bill hu paaeed the Senate and the Hou&r.l of 

Repreaentativee.. 

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

Chief Clerk, Senate 

................ ' ....................... . 
President pro tempore, Senate 

........................................ 
Speaker, House of Repreeentativet 

Approved The .•.•.• , • day of • , •••••••••••••• , • • . • • A. D. 1911. 
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Gonnior 


