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No. 343

AN ACT

HB 1368

Amending the act ~f September20, 1961 (P. L. 1548), entitled “An act to provide
for the organization, incorporation,operationand supervisionof cooperativesavings
andcredit associations,to be termedcredit unions; designatingsuch credit unions
as corporationsand defining their powersand duties; conferringcertainpowers and
duties on the Departmentof Banking; and providing penalties,” further regulating
loans and investments,the adoption, alteration, amendmentand repeal of bylaws,
the making of interest~refunds,appointmentof alternatecredit committee members,
the declarationand payment of dividends, and the merger and consolidation of
credit unions, including Federal credit unions.

The General Assembly of the Commonwealth of Pennsylvania
herebyenactsas follows:

Section 1. Clauses(4) and (7) of subsectionB of section5, sec-
tions 10 and 11, clause (10) of subsectionA of section 12, act of
September20, 1961 (P. L. 1548), known as the “Credit Union Act,”
are amendedto read:

Section 5. Powers._* * *

B. A credit union shall havethe following specialpowers:
* * *

(4) To make loans to memberssecuredby mortgageswhich are
first liens on improvedreal property situatedwithin this Common-
wealth, or within onehundredmiles of a boundarythereof,the im-

provement being an establisheddwelling housefor not more than
four families which is ownedby the memberof the credit union mak-
ing the mortgageand occupiedor to be occupiedin wholeor in part
by such member.Such mortgagesshall not exceedseventy-fiveper
centum of the fair market value of the property: Provided, That
sharesof the credit union owned by the mortgagormay be assigned
or pledged as additional collateral security for the mortgageloan
and, in such event, the mortgageloan grantedupon suchproperty
may be increasedby the withdrawal valueof the additional pledged
sharesto an amount not to exceeda maximumtotal mortgageloan
of ninety per centumof the fair marketvalue of such real property
and the credit union may releasethis additional collateral whenever
the mortgageloanmeetsall of the requirementsof thisactandcould
be madelegally at the time of releasewithout the requirementof
additional collateral. Mortgageloans shall be amortizedby approxi-
mately equal paymentssufficient in amount to pay all interestand
effect full repaymentof principal within a period not in excessof
twenty years.Mortgageloanson any onepropertyshall not exceed
twenty thousanddollars ($20,000) or five per centumof the paid-in
capital of the credit union, whicheveris lesser.The aggregatetotal
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of mortgageloans shall not exceedtwenty-five per centum of the
paid-in capitalof the credit union.The provisionsof this clauseshall
not be construedto apply to any mortgageloan owed to the credit
union upon the effective dateof this act or to the readjustmentor
refinancing of any such mortgageloan, nor to a purchasemoney
mortgagetakenby the credit union upon real estateownedby it.

Without regard to the limitations as to the amount and term of
any mortgageloan or the aggregateamountof all mortgageloans
set forth in this clause,acredit union may grantany mortgageloan
which is insured or guaranteed,in whole or in part, by the United
Statesor any instrumentalitythereof,or if thereis a commitment
to so insure or guarantee.

* * *

(7) To invest its funds in the following investments:
(a) Bonds or other interest-bearingobligations of the United

Statesor thosefor thepaymentof the principal andintereston which
the faith andcredit of the United Statesarepledged,or thoseof any

wholly ownedUnited StatesGovernmentcorporationassodesignated

by section 101 of the GovernmentalCorporation Control Act of

December6, 1945 (c. 557, Title I, Sec.101, 59 Stat.597), its amend-ET
1 w
58 320 m
393 320 l
S
BT


ments and supplements;

(b) Bonds or other interest-bearingobligationsof the Common-
wealth of Pennsylvaniaor any county, city, borough, township, in-
corporatedtown or schooldistrict thereofor an authority which has
beencreatedas a body corporateand politic under any law of this
Commonwealth;

(c) Sharesof anybuilding andloanor savingsandloanassociation,
organizedunder the laws of this Commonwealth,or of any Federal
savingsandloanassociationto theextentto which the withdrawalor
repurchasevalue of such sharesis insured by the FederalSavings
and Loan InsuranceCorporationpursuanttc the provisionsof the
National Housing Act, its amendmentsandsupplementsheretofore
or hereafterenacted;

(d) Bonds andnotes of the PennsylvaniaHousingAgency created
by theactof December3, 1959 (P. L. 1688), knownas the “Housing
Agency Law.”

(e) Capital stock,obligationsor othersecuritiesof anyservicecor-ET
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393 115 l
S
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poration organizedunderthe laws of the Commonwealthof Pennsyl-ET
1 w
58 98 m
394 98 l
S
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vania, or under the laws of any otherStateand duly qualified to do

businessin the Stateof Pennsylvania,if the entire capital stock of

suchcorporationis available for purchaseonly by credit unions,or-
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ganizedandexisting under the laws of the Commonwealthof Penn-ET
1 w
33 551 m
367 551 l
S
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sylvaniaandby Federalcredit unions or associationof credit unions

.

A completedescriptionof the service corporation and its activities

mustbe furnished to the Secretaryof Banking andhis approvalob-ET
1 w
33 500 m
367 500 l
S
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tained by the credit union before investing in such corporation.No

credit union may makean investmentin a servicecorporationif its

then aggregateoutstandinginvestmentsunder this paragraphof

this section would exceedoneper centumof its assets.

The provisionsof this clause shall not apply to any investments
lawfully owned by a credit union upon the effective dateof this act.

* * *

Section 10. Elections.—At the organizationmeetingandat all sub-
sequentannualmeetings,the credit union shallelectaboardof direc-
tors of not lessthanfive members,acredit committeeof not lessthan
three members,and a supervisorycommitteeof not lessthan three

nor more than five members,all to hold office for such termsrespec-

tively, as the bylaws provide anduntil successorsare duly qualified.
A membershall not serveon more than one of the committees.Not
more than onememberof the board,who shall not be the treasurer
or anassistanttreasurer,may serveas amemberof the supervisory
committeeor of the credit committee.A statementin writing of the
namesandaddressesof the membersof the board andthecommittees
and the officers shall be filed with the Departmentof Banking within
ten daysafter their electionandqualification. For failure to file such
statementswhen due, unlessexcusedfor cause,the credit union shall
payto the Departmentof Bankingfive dollars ($5) for eachdayof its
delinquency.

Section 11. Bylaws.—Theoriginal bylaws of a credit union shall
be adoptedby the incorporatorsof the creditunion andcopiesthereof
shall be transmitted to the departmentalong with the articles of
incorporationas provided heretoforein this act. Thereafter,bylaws
[shall] may be adopted,altered,amendedor repealedeither by the

majority of the shareholdersor by the board of directors, except

that the board of directorsshall not makeor alterany bylaws,fixing

their qualifications,classification,term of office, or compensation,at

any annualor specialmeetingof the credit union, or of the board of

directors,as the casemaybe, if noticethereof is given in accordance

with the bylaws, at which a quorum [of the members]as provided
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in the bylaws, is present.Written notice of any bylaw adoptedor

repealed,or any amendmentof any bylaw, by the board of directors

shall be given to the shareholdersnot more than ten daysafter such

action by the board of directors and such action by the board of

directors shall be subjectto the power of the shareholders,at their

next annualor specialmeeting,heldten days or moreafterthemail-ET
1 w
369 468 m
393 468 l
S
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ing of anotice thereof,to changeor repealsuchbylaw or amendment.

Section 12. Directors and Officers.—A. At the first meeting, the
directors shall elect from their own numbera president,one or more
vice presidents,a treasurer,andasecretary.Thesameindividualmay
be both treasurerand secretary.The directorsmay appoint one or
more assistanttreasurers.The directors may appoint a membership
officer from amongthe membersof the credit union, other than the
treasurer,an assistanttreasurer,or a loan officer, to approveapplica-
tions for membershipunder such conditions as the directorsmay
prescribe;except that such membershipofficer so authorizedshall
submit to the directors at each monthly meetinga list of approved
or pending applicationsfor membershipreceivedsince the previous
monthly meeting, together with such other related information as
thebylaws or the board mayrequire.Thedirectorsshallhavegeneral
managementof the affairs of the credit union and are specifically
required:

* * *

(10) To determinewhether[and], to what extent,and to whatclass

or classesof borrowers, if any, an interest refund to membersof

recordat the closeof businesson Junethirtieth andDecemberthirty-

first shallbe paidin proportion to the interestpaidby eachborrower
during [that year] the precedingsix months,exceptthat no interest

refundmay be authorizedunlessa sharedividend at the rateof not
less than three per centum has beendeclaredfrom the earningsof
the last preceding[year] dividend period.

* * *

Section 2. SubsectionA of section 12 of the act is amendedby
adding at the end thereof,a new clauseto read:

Section 12. Directors and Officers.—A. At the first meeting, the
directors shall elect from their own numberapresident,oneor more
vicepresidents,a treasurer,andasecretary.Thesameindividual may
be both treasurerand secretary.The directorsmay appoint one or
iliore assistanttreasurers.The directors may appoint a membership
officer from amongthe membersof the credit union, otherthan the
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treasurer,an assistanttreasurer,or a loanofficer, to approveappIica-~
tions for membershipunder such conditions as the directors may
prescribe;except that such membershipofficer so authorizedshall
submit to the directorsat each monthly meetinga list of approved
or pending applicationsfor membershipreceivedsincethe previous
monthly meeting, togetherwith such other related information as
the bylawsor the board mayrequire.The directorsshall havegeneral
managementof the affairs of the credit union and are specifically
required:

* * *

(11) To appoint alternatecredit committee membersas needed

to serve during incapacity or absenceof the credit committeemem-ET
1 w
338 425 m
364 425 l
S
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bers.
* * *

Section 3. Sections23 and 27 of the actareamendedto read:
Section 23. Dividends.—Theboard of directors of a credit union

or the memberson recommendationof the board of directors,which-

ever the bylaws provide, maydeclarean annual, [or] semi-annualor

quarterly dividend from net earnings,which dividend shall be paid

on all sharesoutstandingat the endof the fiscal year, [or] semi-
annual or quarterly period thereof, whichever the bylaws provide.
Shareswhich havebecomefully paid-upduring the [year] dividend

period at the endof which the dividend is paid shall be entitled to

a proportional part of such dividend calculatedfrom the first day
of the month following such payment of the shares in full. The
equivalentof the par value of one shareof stock shallbe considered
as a full paid share in the calculationof dividends.Within the dis-
cretion of the board of directors,paymentson all shareswhich are
madewithin the first [five] ten days of a month may be entitled to

dividendsfor the full month in which suchpaymentis made.Divi-
dendsmaybe addedto the creditof the members’shareaccounts,paid
in cash,or partially credited to shareaccountsand partially paid in
cash,at the option of the board of directors.

Section27. Conversion,Merger and Consolidation.—

A. Conversionof Credit Union into FederalCredit Union.

A credit union maybe convertedinto aFederalcredit union under
thelaws of the UnitedStatesby complyingwith thefollowing require-
ments:

(1) The proposition for such conversionshall first be approvedby
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a majority vote of the directors of the credit union who shall also
set a date for the vote thereonby the members.The vote of the
membersshall be conductedat a meeting held on such dateor by
written ballot 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
member not more than thirty nor less than ten days prior to such
date. Approval of the proposition shall be by the affirmative vote
of a majority of the members,in personor in writing.

(2) A statementof the result of the vote, verified by the affidavits
of the presidentor vice presidentand the secretary,shall be filed
with the Departmentof Banking within ten daysafter 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 ap-
proved, the credit union shall take suchaction as maybe necessary
under the applicable laws of the United Statesto makeit a Federal
credit union, and within ten days after receiptof the Federalcredit
union charter,it shall file a copy of the charterthus issuedwith the
Departmentof State which shall furnish a copy thereof to the De-
partmentof Banking. Upon such filing with the Departmentof State,
the credit union shall no longer be subjectto anyof the provisionsof
this act. The successorFederalcredit union shall be vestedwith all
of the assetsand shall continueresponsiblefor all of the obligations
of the credit union thus convertedto the sameextent as thoughthe
conversionhad not takenplace.

B. Conversionof FederalCredit Union into Credit Union.

(1) A Federalcredit union, organizedunderthe laws of the United
States,may be convertedinto acredit union subjectto theprovisions
of this act by:

(a) Complying with all Federalrequirementsrequisiteto enabling
it to convertto acredit union or to ceasebeingaFederalcreditunion;

(b) Filing with the Departmentof Banking proof of compliance
with suchFederalrequirementsin form satisfactoryto the depart-
ment;

(c) Filing with the Departmentof Banking articlesof conversion
which shall set forth—

(i) The proposednameof the convertedcredit union;
(ii) The exact location of the principal place of businessof the

credit union into which the Federalcredit union plans to become
converted;

(iii) The number, names,andaddressesof the personsto be the
first directors of the convertedcredit union;

(iv) All other statementsrequiredby this act to be set forth in
original articles of incorporationin the caseof the formation of a
credit union in so far as such information is applicable to a Federal
credit union proposing to becomeconvertedinto a credit union.
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(2) Immediatelyupon the receiptof the articlesof conversion,the
Departmentof Banking shall conductsuch examinationas may be
deemednecessaryto ascertainfrom the bestsourcesof information
at its command:

(a) Whetherthe nameof the proposedcredit union conformswith
the requirementsof law for the nameof a credit union, andwhether
it is the sameas onealreadyadoptedor reservedby anothercorpora-
tion or person, or is so similar thereto that it is likely to mislead
the public;

(b) Whetherthe conversionis madefor legitimatepurposes;
(c) Whetherthe interestsof membersandcreditorsareadequately

protected;
(d) Whetherthe proposedcredit union meetsall of the require-

mentsof this act andviolatesnoneof its prohibitions applicableto a
credit union incorporatedunder this act;

(e) Whether the Federalcredit union has compliedwith the re-
quirementsof the laws of the United Statesas they relate to the
conversionof a Federalcredit union into acredit union.

(3) Within sixty days after receipt of the articles of conversion,
the Departmentof Bankingshall,upon thebasisof the factsdisclosed
by its investigation, either approveor disapprovesuch articles. If
the departmentapprovesthe articles, it shall register its approval
thereonandshall forwardthemto the Departmentof Statefor filing.
Immediatelyupon receiptof the approvedarticlesof conversion,the
Departmentof Stateshallfile the articlesandshall issueto the credit
union acertificateof conversion.The conversionshallbecomeeffective
immediately 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 engagein any businessor exerciseany right which is
forbidden to a credit union when originally incorporatedunder this
act.

If the Departmentof Banking disapprovesthe articlesof conver-
sion, it shall return them to the Federalcredit union desiring to be-
comeconverted into a credit union stating in detail its reasonsfor
so doing.

C. Merger and Consolidation

.

Any two or more credit unions,or oneor more credit unions and

oneor more Federalcredit unions,whosecommonbondsof associa-ET
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S
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tion coincide may, in the mannerhereinafterprovided andpursuant

to the laws of the United States,be mergedinto one of suchcredit

unions or Federalcredit unions,hereinafterdesignatedasthe surviv-ET
1 w
329 81 m
361 81 l
S
BT


ing credit union or Federalcredit union, or consolidatedinto a new
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credit union to be formed under this act or a new Federalcredit

union to be formed under the laws of the United States.

(1) The board of directorsof eachof the credit unionsor Federal

credit unions which desire to mergeor consolidateshall, by resolu-ET
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tion adoptedby at leastamajority of all the membersof eachboard

,

approveajoint planof mergeror consolidationsettingforth theterms

andconditionsof the mergeror consolidationandthe modeof carry-

ing the same into effect, the mannerand basis of converting the

sharesof each credit union or Federalcredit union into sharesor

othersecuritiesor obligationsof the surviving or new credit union or

Federalcredit union, and such other details andprovisionsas are

deemednecessary;and uponsuchapprovalshall, by resolution,direct

that the plan be submittedto a vote of the membersof suchcredit

union or Federalcredit union entitled to vote thereonat an annual

or specialmeetingof the membersto be held on not lessthanfifteen

days’ prior written notice thereof given to each memberof record

,

which noticeshall statethe place,day, hourandpurposeof themeet-ET
1 w
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ing and shall have,included thereinor enclosedtherewith,a copy or

summaryof the plan of merger or consolidation.The planof merger

or consolidation,to form a surviving or new credit union or Federal

credit union, shall be ratified upon receivingthe affirmative vote of

at least a majority of the membersvoting thereonin each of the

merging or consolidating credit unions and Federalcredit unions

.

(2) Upon the approval,pursuantto the provisionsof this act, of

the plan of merger or consolidationby the membersof the credit

unions and Federalcredit unions desiring to merge or consolidate

,

articles of mergeror consolidationshall be executedunder the seal

of eachcredit union andFederalcredit union andverified by two duly

authorizedofficers of each credit union and Federalcredit union,

and shall set forth:
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(a) The nameandexactlocation of the principal placeof business

of the surviving or new credit union or Federalcredit union

;

(b) The time and place of the meetingof the board of directors

at which the plan of mergeror consolidationwasproposed,the time

andplace of the meetingof the membersof each credit uuion and

Federalcredit union at which the plan of merger or conso1idatio~i

was ratified, the kind andperiodof noticegiven to the members,and

the total vote by which the plan was approved,ratified or adopted

;

(c) In the caseof a merger into a surviving credit union, any

changesdesiredto be made in the articles of the surviving credit

union, or, in the caseof aconsolidationinto anew credit union,all of

the statementsrequiredby this act to be set forth in the original

articles in the caseof the formationof a credit union

;

(d) The number, names and addressesof the personsto be the

first directorsof the surviving or new credit union or Federalcredit

union

;

(e) The plan of mergeror consolidation

.

(3) The articles of mergeror consolidationshall be filed with the

Departmentof Banking which, immediately upon receipt thereof

,

shall conductsuch investigationas may be deemednecessaryto as-ET
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certainfrom the best sourcesat its command:

(a) Whether,if the articlesare articlesof consolidation,the name

of the proposednew credit union or Federalcredit union conforms

with the requirementsof law for the nameof a credit union, and

whetherit is the sameas onealreadyadoptedor reservedby another

corporationor person,or is so similar theretothat it is likely to mis-ET
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lead the public

;

(b) Whether, if the mergeror consolidationincludesone or more

Federal credit unions, all requirementsof the laws of the United

Statespertainingtheretohave beencompliedwith
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(c) Whetherthe interestsof membersandcreditorsare adequately

protected

;

(d) Whetherthe credit unionsincludingthe survivingor new credit

union, havemet all of the requirementsof this actandhaveviolated

none of its prohibitions applicable to a credit union incorporated

under this act.

(4) Within sixty days after receipt of the articles of merger or

consolidation, the Departmentof Banking shall, upon the basis of

the facts disclosedby its investigation, either approveor disapprove

sucharticles.If the departmentapprovesthe articles,it shall register

its approvalthereonandshall forthwith forward them to theDepart-ET
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ment of Statefor filing; and immediatelyupon receiptthereof,the

Departmentof Stateshall file the articlesand shall issueto the sur-ET
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58 350 m
392 350 l
S
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viving or new credit union a certificate of merger or consolidation.

The mergeror consolidationshallbecomeeffective immediatelyupon

such filing and the surviving or new credit union or Federalcredit

union shall be vestedwith all the assetsandshallhaveall the rights

,

privileges, immunities and franchisesand shall be responsiblefor

all the obligationsof the mergingor consolidatingcredit unions and

Federalcredit unions; but otherwise,if such surviving or new credit

union shallbe aFederalcredit union, upon suchfiling by the Depart-ET
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ment of State,the surviving or new Federalcredit union shall no

longer be subjectto the provisionsof this act. If the Departmentof

Banking shall disapprovethe articles, it shall return them to the

credit union or Federalcredit union from which they were received,

stating the reasonsfor such disapproval.

APPROVED—The 14th day of December,A. D. 1967.

RAYMOND P. SHAFER


