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CHAPTER 1
PRELI M NARY PROVI SI ONS

Sec.
101. Short title of title.



102. Application of title.
103. Definitions.
104. Prohibition on use of words "credit union."

Enactnent. Chapter 1 was added Decenber 19, 1990, P.L. 834,
No. 198, effective in two nonths.
[J101. Short title of title.

This title shall be known and nay be cited as the Credit
Uni on Code.

[1102. Application of title.

This title applies to and the term"credit union" in this
title neans a cooperative corporation incorporated under any of
t he foll ow ng:

(1) The act of May 26, 1933 (P.L.1076, No.260), referred
to as the Credit Union Act.

(2) The act of Septenber 20, 1961 (P.L.1548, No.658),
known as the Credit Union Act.

(3) This title.

Cross References. Section 102 is referred to in sections
102, 1103 of Title 15 (Corporations and Uni ncor por at ed
Associ ations); section 311 of Title 54 (Nanes).

[J103. Definitions.

The foll ow ng words and phrases when used in this title shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Activity." A transaction by a nenber on a | oan, share
account, share draft account or certificate or a verbal or
witten conmuni cati on between the nmenber and the credit union in
whi ch the nenber indicates an awareness or interest in funds
deposited by the nmenber in the credit union.

"Branch."” A subsidiary office of the credit union which is
capabl e of offering the same or approxi mtely the sane |evel of
service to nenbers that can be found at the principal office of
the credit union. The termincludes a branch credit union,
branch office, branch agency, additional office other than a
service facility and branch place of busi ness.

"Conmuni ty devel opnment credit union.”™ A credit union which
is designated as a |lowincone credit union by the Departnent of
Banki ng.

"Corporate credit union.” A credit union which is operated
primarily for the purpose of serving other credit unions, is
designated by the National Credit Union Adm nistration as a
corporate credit union, is subject to the provisions of sections
301(b) (relating to purposes) and 502 (relating to powers of
central or corporate credit unions) and limts natural person
menbers to the mnimum nunber required to charter and operate
the credit union.

"Departnent.” The Departnent of Banking of the Commonweal th.

"Federal credit union.”™ A credit union organized in
accordance with the provisions of the Federal Credit Union Act
(48 Stat. 1216, 12 U.S.C. 01751 et seq.).

"Insolvent” or "insolvency."” The condition of a credit union
when total shares exceed the present cash value of assets after
providing for liabilities.

"Qut-of-State credit union.”™ A credit union incorporated
under the |laws of another state.

"Ret ai ned earnings." (Deleted by anmendnent).

"Secretary." The Secretary of Banking of the Commonweal th or
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the secretary's desi gnee.

"Service facility.” A subsidiary office of the credit union
such as an automated teller nmachine, kiosk or other type of
facility as determ ned by the Departnent of Banking which is not
capabl e of offering the same or approxi mtely the sane |evel of
service that can be found at the principal office of the credit
uni on.

"Shares.” Al savings including regular shares, share
drafts, share certificates and other savings.

"Total equity capital."” Regular reserve and undivi ded
ear ni ngs.

"Total equity capital and reserves." (Deleted by anmendnent).

“Uni npaired capital.” Total unencunbered shares.

"Vol unteer.”™ An individual who receives no conpensati on.

Reasonabl e heal th, accident and simlar insurance protection and
t he rei mbursenment of reasonabl e expenses incurred in the

di scharge of the duties of the volunteer's position are not
conpensati on.

(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended the defs. of "service
facility” and "uninpaired capital,"” added the defs. of
"conmunity devel opnent credit union,” "corporate credit union,"
"insolvent” or "insolvency" and "secretary" and del eted the
defs. of "retained earnings"” and "total equity capital and
reserves."

1994 Anendnent. Act 146 added the defs. of "retained
earnings," "shares," "total equity capital,” "total equity
capital and reserves" and "uninpaired capital.”

[J104. Prohibition on use of words "credit union."”

(a) GCeneral rule.--Only a credit union subject to this
title, a Federal credit union or a corporation organized in
accordance with a state credit union statute nay assune and use
the words "credit union” inits nane or title or operate in the
manner of a credit union. Only a credit union which has received
a |l owincone designation by the departnent and the Nati onal
Credit Union Adm nistration, or a Federal credit union which has
received a | owinconme designation fromthe National Credit Union
Adm ni stration, may assune and use the words "conmunity
devel opnent credit union” or a simlar designation in its nane
or title or operate in the manner of a comrunity devel opnent
credit union.

(b) Penalties.--Any person, other than a credit union
subject to this title, a Federal credit union, a corporation
organi zed in accordance with a state credit union statute or an
associ ation of credit unions, who violates subsection (a) by
using a name or title containing the words "credit union" or any
ot her derivation thereof or so representing itself inits
advertising, or otherw se conducting business as a credit union
shall, for each offense, be subject to a penalty |levied by the
departnent which shall be not |ess than $1, 000 nor nore than
$10, 000. The officers of a corporation shall be liable for such
penalty if the offense is commtted by a corporation. This
section shall be enforced by the departnent.

(c) Guvil action.--Wthin 30 days after the departnent has
received notice of an alleged violation of this section, the
departnment shall determ ne whether a violation of this section
exi sts. After the departnment has nmade its determ nation, a
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credit union, Federal credit union, out-of-State credit union or
an association of these institutions may institute a civil
action arising out of a violation of this section.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended the section headi ng and
subsecs. (a) and (b).

Cross References. Section 104 is referred to in sections
1303, 5303 of Title 15 (Corporations and Uni ncor por at ed
Associ ati ons).

CHAPTER 3
| NCORPORATI ON

301. Purposes.

302. Nunber and qualifications of incorporators.

303. Articles of incorporation.

304. Departnent of Banking consideration of articles.
305. Byl aws.

Enactnent. Chapter 3 was added Decenber 19, 1990, P.L. 834,
No. 198, effective in two nonths.
(J301. Purposes.

(a) GCeneral rule.--A credit union may be incorporated under
this title for the purpose of pronmoting thrift anong its
menbers, creating a source of credit for such nmenbers at
reasonabl e rates of interest and providing an opportunity for
its menbers to use and control their own noney on a denocratic
basis in order to inprove their econom c and social condition.

(b) Central or corporate credit unions.--A central or
corporate credit union formed primarily to serve other credit
uni ons, including Federal credit unions and out-of-State credit
uni ons, may be incorporated under this title and shall be
subject to all provisions of this title not inconsistent with
provi sions specifically applicable to central or corporate
credit unions. The purposes for which a central or corporate
credit union may be incorporated are:

(1) To accurul ate and prudently nanage the liquidity of
its menber credit unions through interlending and investnment
servi ces.

(2) To act as an internediary for credit union funds
bet ween nmenbers and other corporate credit unions.

(3) To obtain liquid funds fromother credit union
organi zations, financial internediaries and other sources.

(4) To foster and pronote, in cooperation with other
state, regional and national corporate credit unions and
credit union organizations or associations, the economc
security, growth and devel opnent of nenber credit unions.

Cross References. Section 301 is referred to in section 103
of this title.
[1302. Number and qualifications of incorporators.

(a) GCeneral rule.--A credit union may be incorporated
pursuant to the provisions of this title by seven or nore
I ncorporators. Such incorporators shall be natural persons of
full age, the magjority of whomare residents of this
Conmonweal th and who have a common bond of associ ation as
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provided in section 701 (relating to menbership).

(b) Central or corporate credit unions.--A central or
corporate credit union may be incorporated, pursuant to the
provisions of this title, by 15 or nore credit unions chartered
under the laws of the United States or of any state, which have
agreed to purchase shares in the credit union in anmounts not
| ess than the m ninum specified in the byl aws.

[0303. Articles of incorporation.

Articles of incorporation shall be signed by each of the
i ncorporators. The articles of incorporation shall set forth:

(1) The nane of the proposed credit union, which shal
contain the words "credit union."

(2) The class of services to be performed by the credit
uni on, which services shall be within the scope of activities
of such associations as set forth in this title.

(3) The principal place where its business is to be
transacted, which shall be within this Conmonwealt h.

(4) The termfor which it is to exist, which may be
per pet ual .

(5) The par value of its shares.

(6) The nanes and post office addresses of the
i ncorporators, and the nunber of shares subscribed by each.

(7) The nanes and residences of each of the first
directors, not less than five in nunber, who shall serve
until the first annual neeting of the credit union, and the
nane and residence of the treasurer.

(8) The common bond of menbership.

(9) Any provision, not inconsistent with [aw, which the
i ncorporators may choose to insert for the regulation of the
busi ness and the internal affairs of the credit union.

[1304. Departnent of Banking consideration of articles.

(a) GCeneral rule.--The articles of incorporation and two
copi es of the proposed bylaws for the general governance of the
credit union shall be presented to the departnent, together with
such reasonabl e fees as shall be established by the departnent,
i ncluding an application fee and other fees for such exam nation
and such investigation as it nmay deem necessary to ascertain:

(1) Wether the character and general fitness of the
i ncorporators, directors and the treasurer nanmed in the
articles of incorporation is satisfactory.

(2) Wether the character and nunber of the group
proposed to be served affords reasonabl e pron se of
sufficient support for the enterprise so as to nake the
establ i shment of the proposed credit union economcally
advi sabl e.

(3) Wether the incorporators, directors and group
proposed to be served have a conmon bond of association as
provided in section 701 (relating to menbership).

(4) \Wether the proposed credit union unduly encroaches
upon the field of nenbership of any other credit union.

(5) Wether the application is in proper formand wthin
the purpose of this title.

(6) Whether the savings of nmenbers paid for shares wll
be insured by the National Credit Union Adm nistration or
ot her share insurance fund approved by the departnent.
Nonprofit corporations created by specific |egislation of any
state to insure share accounts or depository accounts of
credit unions shall not be subject to regulation by the
Department of Insurance or to the laws of this Comobnweal th
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concerni ng i nsurance.

Wthin 60 days after receipt of the articles, the departnent
shall, upon the basis of the facts disclosed by the application
and its investigation, either approve or disapprove the
articles.

(b) Approval action.--If the departnent approves the
articles, it shall endorse its approval thereon and forward the
articles to the Departnent of State. The Departnent of State
shall, upon the receipt of the articles and the required filing
fee, file the same. Upon the filing of the article of
i ncorporation, the corporate existence of the credit union shal
begin. The articles of incorporation as filed in the Departnent
of State are conclusive evidence of the fact that the credit
uni on has been i ncor por at ed.

(c) Disapproval action.--1f the departnent di sapproves the
articles, it shall return themto the incorporators, stating in
detail its reasons for doing so.

(d) Cross reference.--See 15 Pa.C.S. 0134 (relating to
docketing statenent).

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsecs. (a), (b) and (c).
[0305. Byl aws.

(a) GCeneral rule.--The original bylaws of a credit union
shall be adopted by the incorporators of the credit union and
copies shall be transmtted to the departnent along with the
articles of incorporation as provided in this chapter.

(b) Board-initiated bylaw anmendnents. - -

(1) Bylaws may be anended or repealed by the affirmative
vote of a mpjority of directors at any regular or speci al
neeti ng of the board. Wenever the board of directors anends
the bylaws, witten notice thereof shall be given to the
menbers prior to the next neeting of the nmenbers or within 90
days after such action by the board of directors, whichever
i S sooner.

(2) Any anmendnent to or repeal of the bylaws adopted by
the board of directors nmay be repeal ed or anended by a two-
thirds vote of the responding nenbers. The nenber-initiated
repeal or anmendnment of a byl aw passed by the board of
directors may be conducted at an annual or special nenber
nmeeting or conducted by mail ballot if the bylaws allow such
a procedure. The vote nmust be held at |east ten days after
the mailing of the notice in paragraph (1).

(3) Notw thstandi ng paragraph (2), the nenbers of a
credit union may anmend the byl aws pursuant to procedures set
forth in subsections (d), (d.1) and (d.2), whichever
subsection is appropriate.

(c) Restrictions on board of directors.--The board of
directors shall not anend any bylaws fixing their
qualifications, classification, termof office or conpensation.

(d) Menber-initiated byl aw anendnent or repeal for credit
unions with nore than 10, 000 nenbers. - -

(1) Bylaws of a credit union with nore than 10, 000
menbers may be anended or repeal ed upon nenber-initiated
petition and the affirmative vote of two-thirds of the
menbers voting thereon by nmail ballot.

(2) Witten petition signed by 1% of all the nenbers of
a credit union with nore than 10,000 nenbers shall be the
excl usi ve net hod by which such nenbers may amend or repeal

-7-



t he byl aws.

(3) Wenever the board of directors receives a nenber-
initiated petition to anend or repeal the bylaws, witten
notice thereof shall be given to all menbers of the credit
union within 90 days, and a nmail ballot vote of the matter
shall be held during a period of at |east ten days after the
mai | i ng of the notice and ball ot.

(d.1) Procedure.--

(1) To initiate the procedure to amend or repeal the
byl aws set forth in subsection (d), a nenber of a credit
uni on must obtain the petition formfromthe departnent. The
departnment shall date the petition formand file a copy of
the form

(2) Upon the request of a nenber, the credit union shal
provide the nmenber with a Iist of all groups and their
busi ness addresses that are included as nmenbers of the credit
uni on.

(3) The nenber seeking to amend or repeal the byl aws
shall have 180 days fromthe receipt of the petition form
fromthe departnment to circulate the petition and obtain the
requi site nunber of signatures from nmenbers of the credit
union. The petition shall be in a form provided by and
approved by the departnment and shall clearly identify the
byl aw to be anmended or repeal ed and include the | anguage of
t he proposed byl aw.

(4) On or before 180 days fromthe date the petition
formwas obtained fromthe departnent, the nenber seeking to
anmend or repeal the bylaws nust file the petition with the
departnment. The department shall indicate the date of filing
on the petition and file the petition in the records of the
departnment. The department shall send a copy of the petition
to the secretary of the credit union.

(5) The secretary of the credit union shall verify that
the signatures on the petition are the signatures of nenbers
of the credit union and that the petition contains the
requi site nunber of signatures.

(6) The ballot may not be mailed if the credit union
determ nes that any of the follow ng conditions have not been
nmet :

(i) the petition does not contain the requisite

nunber of signatures of nmenbers of the credit union; or

(i1i) for any other specified reason.
If the credit union determnes that the ballot will not be
mai | ed, then the secretary of the credit union shall notify
in witing the menber who initiated the petition drive within
ten days of receipt of the petition by the credit union. The
notification shall informthe nenber that the ballot will not
be mailed and the reason. It shall also informthe nenber of
right to appeal to the departnent.

(7) Any nenber seeking to contest a determ nation by the
credit union not to mail the notice and ball ot provided for
in subsection (d) may file a conplaint with the departnment
wi thin 30 days of receiving witten notice fromthe secretary
of the credit union's decision not to mail such notice and
ball ot, and the departnment shall adjudicate the matter.

(8) The departnent nay provi de any person or
governmental entity with a copy of the petition formas well
as any conplaints filed with the departnment and ot her
docunents related to the ball ot procedure.
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(9) |If the credit union mails the notice and ball ot
provided for in subsection (d) or is ordered to do so by the
departnment, then the credit union shall send an official
notice to all nenbers of the credit union, prepare and nai
the ballots, arrange for tallying of the votes and report the
results to all menbers in accordance with subsection (d).

(10) The credit union shall bear the reasonabl e expenses
associ ated wi th:

(1) Verifying that the signatures on the petition
are the signatures of nmenbers of the credit union and
that the petition contains the requisite nunber of
si gnat ures.

(i) Notifying the nenbers.

(ii1) Preparing and mailing the ballots.

(iv) Tallying the vote and reporting the results.

(d.2) Menber-initiated amendnent or repeal of bylaws for
credit unions with 10,000 or fewer menbers.--A credit union with
10, 000 or fewer nmenbers nmay anend or repeal the bylaws, in
accordance with existing bylaws of the credit union, as foll ows:

(1) by following the procedure outlined in subsections
(d) and (d.1); or

(2) by a two-thirds vote of the nenbers present and
voting at a regular, special or annual neeting of the credit
union. If the vote is taken at a special neeting:

(i) Subsequent to the vote, if a majority of the
board of directors vote to resubmt the anmendnment or
repeal by mail ballot to all of the nenbers, it shall be
resubm tted.

(i) 1If the bylaws provide for a mail ball ot

procedure, then it will require two-thirds of the
respondi ng nmenber ballots to sustain the original vote.
(e) Appeal procedure.--1n the event that a byl aw anendnent

approved by the board of directors is rejected or changed by the
menbers at an annual or special neeting, the board of directors
may resubmit the original anendnent to a vote of the entire
menber ship through mail ball ot procedures. The board of
directors may take such action if the resubmttal notion is
approved by a vote of at least a majority of the board of
directors.

(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsecs. (a), (b) and (d)
and added subsecs. (d.1l) and (d.?2).

CHAPTER 5
CORPCORATE POVNERS, DUTI ES AND SAFEGUARDS

Sec.

501. Powers.

502. Powers of central or corporate credit unions.
503. Regul ation by departnent.

504. Fiscal year.

505. Capital and shares.

506. Joint accounts.

507. Mnority and trust accounts.

508. Estate accounts.

509. Fees and char ges.



510. Loan interest.

511. Power to borrow.

512. Loans.

513. Reser ves.

514. D vi dends.

515. Rights and liabilities of term nating nmenbers.
516. Adverse cl ai ns.

517. Taxati on.

Enactnent. Chapter 5 was added Decenber 19, 1990, P.L. 834,
No. 198, effective in two nonths.
(J501. Powers.

(a) GCeneral rule.--A credit union shall have the follow ng
general powers:

(1) To continue as a corporation for the tinme specified
inits articles of incorporation subject to 15 Pa.C. S. 0501
(relating to reserved power of General Assenbly).

(2) To maintain and defend judicial proceedings inits
cor por ate nane.

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

(4) To grant allowances or pensions to officers,
directors and enpl oyees for faithful and | ong-continued
services and, after the death of the officer, director or
enpl oyee either while in the service of the corporation or
after retirenent, pensions or allowances may be granted or
continued to their dependents. The all owances to dependents
shall be reasonable in amount and paid only for a limted
time and, unless part of an enployee benefit plan or
enpl oynment contract in effect at the tinme of retirement or
death of the officer, director or enployee, shall not exceed
in total the anpbunt of the conpensation paid to the officer,
di rector or enployee during the 12 nont hs precedi ng
retirement or death.

(5) To have and exercise all of the powers and neans
necessary to effect the purpose or purposes for which the
credit union is organi zed.

(b) Special powers.--A credit union shall have the follow ng
speci al powers:

(1) To receive the savings of its nmenbers as paynents,
representing equity on shares, share draft accounts and share
certificates.

(2) To make | oans to nenbers and to participate in |oans
to credit union menbers, including nmenbers of any Federal
credit union or credit union chartered under the |aws of any
state, jointly with such other credit unions, credit union
organi zations or State or Federally chartered and regul at ed
depository institutions, if the institution which originates
such a loan shall be legally required to retain an interest
of at least 10% of the outstanding bal ance of the |oan. No
| oan may be made to any nmenber if, upon the nmaking of that
| oan, the nmenber would be indebted to the credit union upon
| oans made to himin an aggregate anmount which woul d exceed
10% of the credit union's uninpaired capital.

(3) To nmake | oans to any cooperative society or
societies, or other organization or organi zations, which have
menbership in the credit union.

(4) To make purchase noney nortgage | oans to nenbers
secured by nortgages which are first liens on inproved real
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property situated within the United States, the inprovenent
bei ng an established dwelling house for not nore than four
famlies which is owned by the nmenber of the credit union
maki ng the nortgage and occupied or to be occupied, in whole
or in part, by such nmenber. Purchase noney nortgages shal

not exceed 90% of the fair market value of the property,
except as provided in paragraph (4.1).

(4.1) The departnment nmay grant prior approval of a
pur chase noney nortgage | oan policy submtted to the
department by the credit union which conplies with paragraph
(4) and additionally provides for private nortgage insurance
for each purchase noney nortgage and directs that purchase
noney nortgages shall be witten according to secondary
mar ket standards, in which case purchase noney nortgage | oans
shal I not exceed 100% of the fair market value of the
property.

(4.2) Shares of the credit union owned by the nortgagor
may be assigned or pledged as additional collateral security
for the nortgage |oan and, in such event, the nortgage | oan
grant ed upon such property nay be increased by the w thdrawal
val ue of the additional pledged shares to an anobunt not to
exceed a maxi mum total nortgage |oan of 100% of the fair
mar ket val ue of such real property, and the credit union may
rel ease this additional collateral whenever the nortgage | oan
neets all of the requirements of this title and could be nmade
legally at the time of release without the requirenent of
additional collateral. Purchase noney nortgage | oans shall be
anortized by approxi mately equal paynents sufficient in
anount to pay all interest and effect full repaynent of
principal within a period not in excess of 30 years. Except
as otherw se provided in this section, purchase noney
nort gage | oans on any one property shall not exceed 90% of
the fair market value of the property or 5% of the uninpaired
capital of the credit union, whichever is |esser. The
aggregate total of nortgage |oans shall not exceed 50% of the
uni npaired capital of the credit union. Wthout regard to the
limtations as to the amount and term of a purchase noney
nortgage | oan or the aggregate anmount of all nortgage | oans
set forth in this paragraph, a credit union may grant any
nortgage | oan which is insured or guaranteed, in whole or in
part, by the United States or any instrunentality thereof, or
if there is a commtnent to so insure or guarantee.

(5) To make loans to credit unions organi zed under the
| aws of this Commonweal th or under the |laws of any state or
under the laws of the United States. In the case of central
or corporate credit unions, the aggregate anount outstandi ng
on all such | oans shall not exceed 25% of the uninpaired
capital of the lending credit union.

(6) To deposit its funds in insured state banks, bank
and trust conpani es, savings banks, national banking
associ ations, savings associ ations, Federal saving and | oan
associ ations, insured credit unions and insured Federal
credit unions and central -type credit union organi zati ons.

(7) To invest its funds in the follow ng investnents:

(i) Securities, obligations or other instrunments of
or fully guaranteed as to principal and interest by the
United States or any agency thereof or in any trust
established for investing directly or collectively in the
sane.

-11-



(i1i) Bonds or other interest-bearing obligations of
t he Commonweal th or any political subdivision thereof or
an authority which has been created as a body corporate
and politic under any |law of this Conmonweal t h.

(ti1) Shares of any savings and | oan associ ation or
credit union, organized under the laws of this
Commonweal th, or of any Federal savings and | oan
associ ation or Federal credit union, to the extent to
whi ch the w thdrawal or repurchase val ue of such shares
is insured by any agency of the United States or any
ot her insurer approved by the departnent.

(iv) Bonds and notes of the Pennsylvani a Housi ng
Agency created by the act of Decenber 3, 1959 (P.L. 1688,
No. 621), known as the Housing Fi nance Agency Law.

(v) Capital stock, obligations or other securities
of any service corporation organi zed under the | aws of
this Cormonweal th or under the laws of any other state
and duly qualified to do business in this Commonweal t h,
if the entire capital stock of such corporation is
avai |l abl e for purchase only by credit unions, organized
and existing under the |aws of this Commonweal th and by
Federal credit unions or association of credit unions. A
conpl ete description of the service corporation and its
activities nmust be furnished to the departnment and its
approval obtained by the credit union before investing in
such corporation. No credit union nmay make an invest nent
in a service corporation if its then aggregate
out standi ng i nvestments under this subparagraph woul d
exceed 1% of its assets.

(vi) oligations issued by banks for cooperatives,
Federal |and banks, Federal internediate credit banks or
any corporation designated in 31 U . S.C. [09101(2) and (3)
(relating to definitions) as a "governnent corporation.”

(vii) Obligations, participations or other
instruments of or issued by, or fully guaranteed as to
principal and interest by, the Federal National Mortgage
Associ ation or the Government National Mortgage
Associ ati on.

(viii) Mortgages, obligations or other securities
whi ch are or ever have been sold by the Federal Honme Loan
Mort gage Corporation pursuant to 12 U S. C. [01454
(relating to purchase and sal e of nortgages; residential
nort gages; conventional nortgages; terns and conditions
of sale or other disposition; authority to enter into,
perform and carry out transactions) or 1455 (relating to
obl i gations and securities of the corporation).

(ix) Qpbligations or other instruments or securities
of the Student Loan Marketing Associ ation.

(x) Participation certificates evidencing beneficial
interests in obligations, or in the right to receive
interest and principal collections therefrom which
obl i gati ons have been subjected by one or nore governnent
agencies to a trust or trusts for which any executive
departnment, agency or instrunmentality of the United
States (or the head thereof) has been naned to act as
trust ee.

(xi) Bankers' acceptances issued by State banks,
bank and trust conpani es and savi ngs banks, and nati onal
banki ng associ ati ons the accounts of which are Federally
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i nsur ed.

Bef ore maki ng the investnents described in subparagraphs (vi)
through (xi), a credit union shall be in conpliance with
i nvest ment standards established by the departnent.

(8) To borrow noney subject to the limtations set forth
inthis title.

(9) To make, amend, alter and repeal byl aws, not
inconsistent with law, for the regulation of its affairs and
t he conduct and managenent of the credit union. Imediately
upon the adoption of the bylaws, or any additions thereto, or
any alteration, amendnent or repeal thereof, notice of such
fact and a copy of such bylaws or such alteration, anendnment
or repeal shall forthwith be sent to the departnent. The
departnent shall, within 60 days after receipt thereof, have
t he power to disapprove, for any reasonabl e cause stated in
witing, any such bylaw or any such alteration, anmendnent or
repeal thereof, but the bylaw, alteration, anmendment or
repeal shall be effective until the departnent disapproves it
and gives notice thereof to the credit union.

(10) To hold, purchase, nortgage, alter, inprove and
sell fixed assets, neaning 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 occupies and partly |leases to others, except that,
wi thout the prior witten approval of the departnent, the
cost, at the tinme of acquisition, of such real property and
furniture and fixtures therein shall not exceed 5% of shares
and retai ned earnings.

(11) To purchase group insurance at reasonable rates on
the Iives of its nenbers in an anmbunt not to exceed the
respective shares bal ances of such nmenbers.

(12) To act as an issuing agent of the United States
Treasury for the sale, issuance and redenption of United
States Savings Bonds to its nenbers.

(13) To invest its funds in shares and becone nenbers of
any insured central-type credit union organi zed under the
laws of the United States or under the laws of this
Commonweal th in which such investnents are specifically
aut horized by the board of directors of the State credit
uni on meki ng the investnent.

(14) To receive paynents on shares and deposits from
other credit unions and Federal credit unions. As used in
this paragraph, the term"deposit” nmeans a type of tinme or
demand account in which the credit union incurs a debt to the
deposi tor.

(15) To receive paynents on shares which nmay be issued
at varying dividend rates, share certificates which may be
i ssued at varying dividend rates and maturities and share
draft accounts from nenbers or nonnenber units of Federal
state or |ocal governnents, including any officer, enployee
or agent of the United States, any state or any political
subdi vi sion thereof, or any territory or possession of the
United States having official custody of public funds and
awful Iy investing such funds in a credit union.

(16) To sell Federal funds to a bank or institution
whose accounts are federally insured, provided that the
interest or other consideration received fromthe financi al
institution is at the market rate for Federal funds
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transaction and that the transaction has a maturity of one or

nor e busi ness days or the credit union is able to require

repaynent at any tine.

(17) Wth the prior witten approval of the departnent,
to sell all or a part of its assets and to assign its
liabilities and capital to another credit union, Federal
credit union or out-of-State credit union. Further, a credit
union with prior witten approval of the departnent shal
have the power to purchase all or part of the assets and to
assunme the liabilities and capital of a credit union, Federal
credit union or out-of-State credit union.

(c) Southern Africa investnents.--(Deleted by anmendnent).

(d) Special powers of community devel opnent credit unions.--
A conmmunity devel opnent credit union may do all of the
fol | ow ng:

(1) Accept paynments on shares from any agency,
instrumentality, public corporation or other entity of the
United States or any state and nonnmenbers pursuant to the
Federal Credit Union Act (48 Stat. 1216, 12 U . S.C. 01751 et
seq.) and other applicable Federal |aw and requirenents of
the National Credit Union Adm nistration.

(2) Participate in the Community Devel opnment Revol vi ng
Loan Program under the adm nistration of the National Credit
Uni on Admi ni stration.

(3) Engage in any other prograns or activities permtted
by Federal or State |aw applicable to a conmunity devel opnent
credit union with the prior witten approval of the
departnment upon filing of an application and submittal of a
f ee.

(e) Federal parity.--Notw thstanding any other provisions of
this title or any other law, in addition to any other powers as
authorized by this title or other law, a credit union shall have
t he power:

(1) To engage in any activity perm ssible for a Federal
credit union as authorized by the Federal Credit Union Act
(48 Stat. 1216, 12 U.S.C. 01751 et seq.) and the rules and
regul ations of the National Credit Union Admnistration,

subj ect to reasonable conditions, limtations and
restrictions as may be inposed by the departnent, including,
but not limted to, conditions, limtations and restrictions

based upon safety and soundness.

(2) To engage in the activity of creating, amending or
expanding its field of nenbership as authorized by section
109 of the Federal Credit Union Act (48 Stat. 1216, 12 U S.C

[11759), subject to reasonable conditions, limtations and
restrictions as may be inposed by the departnment, including,
but not limted to, conditions, limtations and restrictions

based upon safety and soundness.

(3) To control, hold an interest in or participate in a
credit union service organization that engages in any
activity permssible for a Federal credit union to conduct
through a credit union service organi zation, provided that
any activity permssible for a credit union service
organi zati on shall be subject to reasonable conditions,
[imtations and restrictions as may be inposed by the
departnent, including, but not limted to, conditions,
[imtations and restrictions based upon safety and soundness.
(f) Notice to departnent.--Unless prior approval is granted

by the departnment, a credit union shall provide at |east 30
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days' prior witten notice to the departnment before it engages
in an activity or acquires an interest perm ssible under
subsection (e). During the review period provided by this
subsection, the departnment may:

(1) request further information concerning any proposed
activity or interest;

(2) inpose any conditions, limtations or restrictions
upon such interests or activities to the extent authorized by
subsection (e); or

(3) prohibit the credit union fromengagi ng i n any
activity or acquiring any interest if to do so would have a
signi ficant adverse inpact upon the safety and soundness of
the credit union.

(g) Approval to be presuned.--Except as otherw se agreed to
by a credit union, the departnent shall be deened to have
granted approval for a credit union to engage in an activity or
acquire an interest if within 30 days of receipt of witten
notice froma credit union the departnment does not act.

(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (b) intro. par.

(4), (7)(i1i) and (10), deleted subsec. (c) and added subsecs.
(b)(4.1) and (4.2), (d), (e), (f) and (9).

1994 Anendnent. Act 146 anended subsec. (b)(7) and (10).

Cross References. Section 501 is referred to in section 511
of this title.

[0502. Powers of central or corporate credit unions.

(a) GCeneral rule.--A central or corporate credit union shal
have the general power to enjoy the powers and privil eges of any
other credit union incorporated under this title in addition to
t hose powers enunerated in this section, or otherwi se granted to
corporate or central credit unions, regardl ess of any
limtations or restrictions found el sewhere in this title.

(b) Special powers.--A central or corporate credit union
shall have the foll ow ng special powers to:

(1) Accept shares or deposits in any formfromits
menbers, any credit union chartered under the | aws of the
United States or of any state, including central or corporate
credit unions, and credit union organizations and
associ ati ons.

(2) Make loans to its nenbers, any credit union
chartered under the laws of the United States or of any
state, including central or corporate credit unions, and
credit union organi zati ons or associ ati ons.

(3) Buy and sell any form of marketabl e debt obligations
of donestic or foreign corporations or of Federal, state or
| ocal governnment units.

(4) Borrow fromany source without |limtations, accept
demand deposits from any source and i ssue notes and
debent ur es.

(5) Acquire or sell the assets and assune the
liabilities of a menber and to enter into agreenents with any
credit union organized under the laws of the United States or
any state to discount or purchase | oans nmade pursuant to
government guaranteed | oan progranms or real estate | oans nmade
by any credit union or any obligations of the United States
or any agency thereof held by any credit union.
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Cross References. Section 502 is referred to in section 103
of this title.
[0503. Regul ation by departnent.

(a) GCeneral rule.--Credit unions shall be under the
supervi sion of the departnment. The departnent is hereby
aut hori zed and enpowered to issue general rules and regul ations
and specific orders for the protection of nmenbers of credit
unions, for insuring the conduct of the business of credit
uni ons on a safe and sound basis and for the effective
enforcenment of this title. Credit unions shall report to the
departnment as often as may be required by it and at | east
annual ly on forms supplied by the department for that purpose.
Suppl emrentary reports may be required by the departnent from
time to tinme. Credit unions shall be exam ned as often as may be
required by the departnent and at |east annually, and the
department may use such ot her nethods of assuring itself of the
condition of the credit unions as it shall deem advi sable. The
cost of all such exam nations and inspections shall be paid by
the credit union. A credit union shall also pay annually its
proportionate share of the overhead expense of the departnent
determ ned by regul ation of the departnent. The departnent shal
give witten notice to each credit union of the costs of
exam nations, investigations and the credit union's
proportionate share of the overhead expenses of the departnent.
The credit union shall pay the anpbunt of such costs within 30
days of the notice. If paynent is not nade within 30 days of the
noti ce, the departnent nay assess a penalty fee of $150 for that
30-day period and each successive 30-day period of delinquency.
For failure to file reports when due, unless excused for cause,
a credit union shall pay to the departnment $100 for each day of
its delinquency.

(a.1) Fines, renovals, prohibition, suspension.--For any
olation of this title or regulation issued pursuant to this
tle or any final order issued by the departnent under this
t
t

| e or any unsafe or unsound practice or breach of fiduciary
y involving a credit union, the departnment may take any one
nore of the foll ow ng actions:

(1) The departnment nmay inpose a civil penalty of up to
$10, 000 for each violation of this title against a credit
union or any director, officer, commttee nenber, enployee,
vol unteer or agent of a credit union.

(2) The departnment nmay i mredi ately suspend any director,
of ficer, commttee nenber, enployee, volunteer or agent of a
credit union fromhis or her position at a credit union and
fromany further participation in the conduct of the affairs
of the credit union, if in the opinion of the departnent the
credit union or its menbers have suffered or may suffer any
significant financial harmor other prejudice. To suspend a
person pursuant to this paragraph, the departnment shal
provi de a notice containing a statenment of the facts
constituting grounds for renoval and shall indicate a tine
and place for a hearing. The hearing shall be fixed for a
date between 30 days and 60 days fromthe date of service of
notice unless an earlier or later date is set by the
departnment at the request of the person.

(3) The departnment nay renove any director, officer
comm ttee nenber, enployee, volunteer or agent of a credit
union fromhis or her position at a credit union and prohibit
himor her fromparticipating in the conduct of the affairs

Vi
ti
ti
du
or
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of the credit union in any manner for such tine as the
depart ment deens appropri ate.

(4) The departnent may prohibit any director, officer,
committee nenber, enployee, volunteer or agent of a credit
uni on under the jurisdiction of the departnent from working
in any capacity in any and all credit unions for such tine as
t he departnent determ nes to be appropriate.

(a.2) Hearings and subpoenas. - -

(1) The departnent nmay conduct adm nistrative hearings
on any matter pertaining to this title, subject to the
provisions of 2 Pa.C.S. Chs. 5 Subch. A (relating to practice
and procedure of Comronweal t h agencies) and 7 Subch. A
(relating to judicial review of Commonweal th agency action).

(2) In connection with any exam nation, investigation or
adm ni strative hearing, the departnent may issue subpoenas
requiring the attendance of or the production of pertinent
i nstruments, docunents, accounts, books and records by the
directors, officers, conmttee nmenbers, enployees, volunteers
or agents, respectively, of any credit union. In connection
wi th any such exam nation, investigation or adm nistrative
heari ng, the departnment may al so question any such w tness
under oath or affirmati on and exam ne any such instrunent,
docunent, accounts, books and records and retain the records
until the proceedi ngs are concl uded.

(3) The departnment nay adm nister oaths and affirmations
to any person whose testinony is required at any
adm ni strative hearing or at any other tinme authorized by
this title.

(4) Any privileges available to Federal financial
institution regulators under Federal statute, regulation or
common | aw shall be available to the departnent. The service
of a subpoena upon any enpl oyee of the departnent shall not
require such person to imedi ately di scl ose any infornation.
Such person shall have all rights and privileges to object to
production of information.

(5) |If any credit union or person fails to conply with
any subpoena, suspension notice or final order issued under
this title, then the departnment nay enforce any of the
foregoing in Comonweal th Court. The Commonweal th Court shal
enter an order to enforce any such subpoena, suspension
notice or final order.

(b) Suspension of personnel.--(Deleted by anendnent).
(c) Seizure of credit union.--

(1) |If the departnent determ nes that a credit union is:

(i) wviolating any of the provisions of this title or
any rule or regulation of the departnent issued under the
authority of this title or any order issued by the
department under the authority of this title that has
becone final;

(1i) conducting its business in an unsafe manner;

(ti1t) in an unsafe or unsound condition to transact
its business;

(iv) significantly undercapitalized or critically
undercapitalized according to the pronpt corrective
action standards of the National Credit Union
Admi ni stration consistent with the Federal Credit Union
Act (48 Stat. 1216, 12 U.S.C. 01751 et seq.) and rel ated
regul ati ons; or

(v) insolvent;
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the departnent may, in its discretion, at such tinme set by

t he departnent, take possession of the business and property

of the credit union and retain possession until such tinme as

the condition predicating such action is renedied or until
the affairs of the credit union are finally |iquidated.

(2) The departnent shall take possession of a credit
union by serving a witten notice of seizure on the credit
union's board of directors that contains a statenent of the
facts constituting grounds for seizure of the credit union
and that contains notice of a hearing and an opportunity to
be heard. Upon taking possession of a credit union, the
departnment may |liquidate the credit union, appoint the
National Credit Union Adm nistration to |liquidate the credit
uni on pursuant to Federal |aw or appoint such other agent or
enpl oyee of the department to liquidate the credit union or
take any ot her action the departnent deens appropriate
regarding the credit union.

(3) The department nmay take simlar action if any report
is not filed within a period of 15 days after it is due.

(4) Any person aggrieved by the action of the departnent
i n taki ng possession of a credit union rmay appeal within ten
days of commencenent of the receivership, whereupon the
matter shall be set down for hearing de novo.

(d) Exchange of reports of exam nation. --

(1) \Wenever the shares of a credit union are insured by
the National Credit Union Share Insurance Fund or any ot her
share insurance fund approved by the departnent, the
departrment may furnish to the Adm nistrator of the Nationa
Credit Union Administration or to any other approved insurer
any reports of exam nation nade by the departnent under this
section or any credit union board resolution or enforcenent
docunent including any order issued by the departnent
regarding the particular credit union.

(2) The department may furnish to any outside account ant
or trade organi zation contracted by the credit union or
aut hori zed by the departnent to satisfy the audit
requirenents in this title or neet specifications as defined
in any order any reports of exam nation nmade by the
departnment under this section or any credit union board
resol ution or enforcenent docunent including orders issued by
t he departnent.

(3) If a Pennsylvania credit union conducts business in
anot her state through the establishnment and operation of
addi tional branch offices and service facilities under
section 904 (relating to place of business), the departnent
may furnish to the financial regulatory agency of that state
reports of exam nation, credit union board resol utions or any
enf orcenent docunent including orders issued by the
departnment regarding the particular credit union.

(e) Report.--A credit union shall furnish to the departnment
copies of the report of financial condition, known as the cal
report, in the same formand with the sane frequency that the
credit union is required to provide the report to the National
Credit Union Adm nistration.

(f) Disclosure of information.--The departnment may not
di scl ose any credit union information in its custody that
relates to an individual unless that individual consents.

(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L.1572, No.207, eff. 60 days)
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Cross References. Section 503 is referred to in section 1303
of this title.
[0504. Fiscal year

The fiscal year of all credit unions shall end on Decenber 31
of each year
[0505. Capital and shares.

(a) General rule.--The capital of a credit union shal
consi st of the paynents that have been made to it on shares.

(b) Automatic lien.--The credit union shall have an
automatic lien on the shares or share certificates of a menber
for any sumdue it from such nmenber or for any | oan endorsed by
hi m

(c) Share transfer restriction.--Shares of a credit union
shall be transferable only to other nmenbers of the credit union.

(d) Share insurance required.--The shares representing the
savi ngs of nmenbers shall be insured in such anbunts as provi ded
by the National Credit Union Admi nistration or other share
i nsurance fund approved by the department to insure the shares
of credit unions. A credit union that has not obtained share
account insurance fromthe National Credit Union Adm nistration
or other share insurance fund approved by the departnent may
not, wi thout the prior witten approval of the departnent,
accept paynents fromits nenbers for the purchase of shares.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (d).
[0506. Joint accounts.

(a) General rule.--Wenever shares of a credit union shal
be issued in the nanmes of two or nore persons, the credit union
shall not pay any dividends or earnings thereon, or the
repur chase val ue thereof, except upon proper receipt,
acqui ttance or other action, as the case may be, of all of such
persons, unless at the tinme of subscribing to the shares, or at
a subsequent tinme, all the parties agree to a different
arrangenent, and give the credit union witten notice thereof.

(b) Paynments to less than all joint owners.--Wenever any
share accounts of a credit union shall be issued in the nanmes of
two or nore persons, and such share accounts shall have been
subscri bed for under an arrangenent with the credit union
wher eby the dividends thereon, or the repurchase val ue thereof,
may be paid upon receipt, acquittance or other action, as the
case nmay be, of either or any of such persons, the credit union
may pay such dividends or repurchase val ue upon such recei pt,
acquittance or other action, as the case may be, of either or
any of such persons, pursuant to the arrangenent provided for in
this section, notwi thstanding the fact that one or nore of the
ot her persons nay be dead and the credit union has notice
t her eof .

(c) Revocation of agency.--The co-owner of a joint account
may, W th consent of the credit union, give said credit union
witten notice not to honor any or all requests for wthdrawal
of shares of any other co-owner of the joint account.

(d) Spousal accounts.--This section, except subsection (c),
shal |l not be construed to affect share accounts in the nanes of
a husband and his wife.

0507. Mnority and trust accounts.

(a) GCeneral rule.--Shares may be issued and paynents on
subscri bed shares received in the nane of a mnor, or in trust,
in such manner as the bylaws nay provide.
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(b) Transactions with mnors.--Wenever shares of a credit
uni on shall be issued in the nane of any mnor 12 years of age
or older, the credit union nmay pay the dividends or earnings
t hereon, as well as the wi thdrawal value of such shares, to such
m nor w thout the assent of his parent or guardian. The receipt,
acquittance or other action required by the credit union to be
taken by the m nor shall be binding upon such mnor with |like
effect as if such mnor were of full age and shall be a valid
rel ease to the credit union. The parent or guardi an of such
m nor shall not, in his capacity as parent or guardi an, have the
power to attach or in any manner transfer any shares issued to
or in the name of such m nor

(c) Transactions with trustees.--Wenever shares of a credit
uni on shall be issued to any person describing hinself in
subscri bing for such shares as trustee for any person or
persons, and no other notice of the existence and terns 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 the shares were stated to
have been subscribed if, at the time of paynment, such
beneficiary is 16 years of age or older. Paynent nay be made to
any such beneficiary who is 16 years of age or ol der, under the
same conditions as if such shares had been originally subscribed
for by him If there are two or nore beneficiaries named on any
such shares, the credit union shall, in the absence of witten
notice to the contrary, nmake paynment to such of the
beneficiaries as may survive the trustee, in equal portions. The
recei pt or acquittance of any such beneficiary or beneficiaries
for paynments made in accordance with this section shall be a
full, conplete and valid release of the credit union from any
further liability for the anmounts so paid.

(1508. Estate accounts.

(a) GCeneral rule.--In the absence of a witten agreenent or
docunent to the contrary, the assets in the account of a
deceased nenber shall be considered part of the estate of the
deceased nenber. In the absence of such an agreenent or docunent
and except for a release of such assets under existing |law, the
credit union shall, upon |earning of the death of the nenber,
freeze the assets in the account of the nenber and shall not
permt deposits or withdrawals to be nmade in the account w t hout
recei ving authorization by a court-recogni zed representative of
the estate for deposits or withdrawals. Until the credit union
receives the authorization, it may, if its bylaws so provide,
cl ose the account of the deceased nenber and transfer the funds
to uncl ai mred shares. The paynent of the funds of the deceased
menber to the estate of the deceased nenber shall release the
credit union fromliability for the anmounts paid.

(b) Establishnment of account by personal representative.--A
court-recogni zed representative of the estate of a deceased
menber may open an account with the credit union for the deposit
and wi thdrawal of the funds of the estate, whether or not the
representative is a nenber, if the deceased nenber was in good
standing at the tinme of death. The paynment of the funds of the
estate to the estate of the deceased nenber shall rel ease the
credit union fromliability for the amounts paid. If a court-
recogni zed representative of an estate is a nenber of the credit
uni on, the representative nmay open a separate account with the
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credit union for the deposit and wi thdrawal of funds of the
estate, whether or not the decedent was a nmenber of the credit
uni on. The paynent of the funds of the estate to the estate
shall release the credit union fromliability for the anmounts
pai d.

[1509. Fees and charges.

(a) Entrance fees.--A credit union may charge an entrance
fee of an anpunt, not in excess of $1, as may be provided by the
byl aws.

(b) Fees in connection with |oans.--A credit union may
collect fees paid to public officials, actual fees necessary to
secure collateral, fees required to be charged by governnent
agenci es and reasonabl e attorney fees. Furthernore, in
connection with real estate loans, a credit union may coll ect
charges and fees necessary to sell the loans to any agency or
instrunmentality of the Federal Government or a corporation which
engages in the business of purchasing nortgage | oans.

(c) Fees in connection with collectors or outside collection
agencies.--A credit union may coll ect fees paid to outside
col l ectors or outside collection agencies, provided the
aggregate of such collection fees does not exceed 20% of the
out st andi ng | oan bal ance.

(d) Oher fees.--A credit union nmay additionally charge fees
for other services to its nenbers, provided that the fees
charged will be for the actual cost of the respective services
provi ded by the credit union.

(e) Late payment charges.--A credit union may collect late
paynent charges not in excess of 5% of the principal and
i nterest due on any installnent paynent of a loan that is nore
t han 15 days del i nquent.

[0510. Loan interest.

(a) GCeneral rule.--Interest rates on |loans nade by a credit
union to its menbers shall not exceed 15% per annum when
cal cul ated on the unpaid principal balances. Interest shall be
conputed for the actual nunber of days which have el apsed at the
time of paynment, except that interest for nortgage | oans may be
pai d according to a preauthorized anortizati on schedul e.

(b) Procedure for increase in rates.--Before any credit
uni on shall charge any higher rate than that authorized in
subsection (a), it shall obtain approval for such higher rate
fromat |east two-thirds of the board of directors of the credit
uni on, and such hi gher approved rate shall then apply only to
| oans made by the credit union thereafter. Menbers shall be
notified in witing of the action of the board of directors not
| ater than the next regular mailing of nmenbers account
statenments, which is at |east 20 days subsequent to the action
of the board.

(c) Penalty for overcharge.--The taking, receiving,
reserving or charging interest greater than allowed by this
section shall be deened a forfeiture of the entire interest on
t he | oan, except when such overcharge is the result of a
clerical error in conmputation. In case an interest greater than
that which is allowed by this section has been paid, the
borrower may, within six nonths after paynment, recover fromthe
credit union the entire anount of interest paid, except when
such overcharge is the result of a clerical error in conputation
in which case only the excess interest paid nay be recovered.

(d) Additional powers of certain insured credit unions.--A
credit union insured by a share insurance fund other than the
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National Credit Union Share Insurance Fund may make any | oan
authorized by this title, at such interest, finance charge, rate
and terns as a credit union insured by the National Credit Union
Share | nsurance Fund, except that the authority permtted under
this subsection shall not apply to the extension of credit for
t he purchase of goods and services through the issuance and use
of credit cards.
0511. Power to borrow

(a) GCeneral rule.--A credit union may borrow from any source
a sum not exceeding 50% of its uninpaired capital, regular
reserve, contingency reserves and retained earnings for the
pur pose of neeting the demand for |oans to nenbers or for the
pur pose of neeting demands for share w thdrawal s.

(b) Exception.--A credit union shall not borrow for the
pur pose of nmaking investnments authorized by section 501(b)(7)
(relating to powers).
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsec. (a).
(J512. Loans.

Except as otherwi se provided in this title, a credit union
may meke | oans to its nmenbers only. Loans nust be made subj ect
to the conditions contained in the bylaws. A borrower nmay repay
his loan, in whole or in part, any day the office of the credit
union is open for business. No director, officer or nmenber of
any comrmttee nay obtain or guarantee a loan fromthe credit
union in which he holds office on terns, rates or conditions
nore favorable than those granted to any ot her nenber.

(Dec. 12, 1994, P.L.1067, No.146, eff. 60 days)
[J513. Reserves.

(a) GCeneral rule.--Each credit union shall establish and
mai ntain a regul ar reserve account to the sanme extent and in the
same manner as required of a Federal credit union.

(b) Conputation of reserve and net worth requirenents. --For
t he purpose of establishing the reserves required by this
section and for the provision and nai ntenance of adequate equity
or net worth, a credit union shall conpute its reserve and net
worth requirenents consistent with section 216 of the Federal
Credit Union Act (48 Stat. 1216, 12 U. S.C. [001790d) and the
National Credit Union Administration rules and regul ati ons set
forth in 12 CFR Pt. 702 (relating to pronpt corrective action).

(c) Allowance for loan | oss.--Each credit union, in addition
to maintaining a regular reserve, shall establish an all owance
for loan | oss. The allowance for |oan | oss reserve shall be
funded in the manner and used for the purposes as designated
fromtime to tine by the departnment. The board of directors
shal | decide the | oans which are to be charged of f against the
al l omance for |oan | oss, except that the departnent may, at the
time of exam nation of a credit union, reconmend for charge-off
such I oans which in its opinion are unsound, which | oans shal
be charged against the allowance for | oan | oss account within 60
days of the receipt of such recomrendation fromthe departnent.
Any anmount received fromthe repaynment of a loan after it has
been charged of f agai nst the all owance for |oan | oss account
shal |l be credited back to the account.

(d) Allowance for investnent |oss.--(Deleted by amendnent).
(Dec. 12, 1994, P.L.1067, No.146, eff. 60 days; Dec. 9, 2002,
P.L. 1572, No. 207, eff. 60 days)

0514. Dividends.
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(a) GCeneral rule.--The board of directors of a credit union
or the menbers on recomendati on of the board of directors,
whi chever the bylaws provide, may decl are dividends to be paid
on all shares and share certificates fromthe net earnings and
undi vi ded earnings at such rates and intervals and for such
periods as the board of directors may authorize and after
provision for the required reserves. Dividends my be added to
the credit of the menbers share accounts, paid in cash, or
partially credited to share accounts and partially paid in cash,
at the option of the board of directors.

(b) Inactive accounts.--A share account may be transferred
to a special account if, for at |east six years, there has been
no activity by the owner of the account and all witten
conmuni cations fromthe credit union to the owner of the account
have been returned to the credit union with no forwarding
address. After the transfer, the credit union nmay cease payi ng
di vidends on the transferred account and may cease sendi ng
notices to the owner. A nmenber whose account has been
transferred may reclaimthe funds fromthe credit union at any
time prior to the time the account is escheated. After escheat,
reclaimng is governed by Article XII1.1 of the act of April 9,
1929 (P.L.343, No.176), known as The Fi scal Code.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsec. (a).
[0515. Rights and liabilities of term nating nenbers.

Al'l armounts paid on shares of an expelled or w thdraw ng
menber, with any dividends accredited thereto to the date
t hereof, shall, as funds becone avail able and after deducting
all anobunts due fromthe nenber to the credit union, be paid to
him The credit union may require 60 days' notice of intention
to withdraw shares. Wthdraw ng or expelled nmenbers shall have
no further rights in the credit union, but they shall not by
such wi thdrawal or expul sion be released from any renaining
liability to the credit union.

[0516. Adverse cl ai ns.

(a) GCeneral rule.--Notice to a credit union or Federal
credit union of an adverse claimagainst shares standing in the
name of any nmenber shall not be effectual to cause the credit
uni on or Federal credit union to recognize such adverse claim
unl ess the adverse claimant shall procure either an attachnent
or proper restraining order against the credit union or Federal
credit union froma court of conpetent jurisdiction in a cause
of action therein instituted by him wherein the nenber or his
| egal representative is nmade a party in the nmanner provided by
 aw, or unless he shall execute to the credit union or Federal
credit union in form and with sureties acceptable to it, a bond
i ndemni fying the credit union or Federal credit union from any
liability, |oss, damages, costs and expenses arising fromthe
recogni tion of such adverse cl aim

(b) Exception.--This section shall not apply in any instance
where the person in whose nane the shares are held is a trustee
for such adverse clainmant, and the facts constituting such
relationship, as well as the facts showi ng reasonabl e cause of
belief on the part of the claimant that such trustee is about to
m sappropriate the shares, are nade to appear by verified
statenment of such clai mant.

0517. Taxati on.
A credit union incorporated under or subject to this title
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shall be deened an institution for savings, and its assets,
together with all the accunul ation therein, shall not be subject
to taxation except as to real estate owned by it. The shares of
a credit union shall not be subject to a capital stock bonus tax
or a stock transfer tax when issued by the corporation.

CHAPTER 7
MEMBERS, DI RECTORS AND OFFI CERS

701. Menbership.

702. Meetings.

703. Voting rights and procedures.

704. Notice to nenbers.

705. Expul sion and w t hdrawal .

706. Election of directors and credit and supervisory
conmi ttee nmenbers.

707. Duties of directors generally.

708. O ficers.

709. Conpensation of directors and officers.

710. Executive conmttee.

711. Procedures for approving service by certain persons.

712. Indemification and exoneration fromliability of
directors and officers.

713. Loan procedures.

714. Annual audit.

715. Actions by nenbers to enforce a secondary right.

Enactnent. Chapter 7 was added Decenber 19, 1990, P.L. 834,
No. 198, effective in two nonths.
0701. Menbership.

(a) GCeneral rule.--Credit union organi zations shall be
l[imted to groups having a potential nmenbership of 500 or nore
adult persons and having a common bond of association within a
wel | -defined conmunity or rural district by reason of occupation
or of menbership in a religious congregation or fraternal or
| abor organi zation or residence within a well-defined community
or rural district. Acredit union may also retain its original
field of nmenbership and, additionally, include in its field of
menber shi p ot her occupati onal groups, as well as |ike
associ ational groups having a comon bond with the original
field of menbership, with insufficient nunber of nmenbers to form
or conduct the affairs of a separate credit union, if the
exi sting credit union obtains prior permssion fromthe
departnent. The nenbership of a credit union shall be limted to
and consist of the incorporators of the credit union and such
ot her persons, having the comon bond of association, set forth
in the articles of incorporation, as have been duly admtted
menbers, have paid the entrance fee as provided in the byl ans
and own and retain one or nore shares. Organi zations conposed
principally of the same group as the credit union nmenbership may
be nmenbers. Enpl oyes of credit unions nay be nenbers of such
credit unions.

(b) Fam |y nmenbers.--Persons who are nenbers of the
i medi ate famly of a nenber of the credit union may be el ected
t o menber shi p.

(c) Trust and joint tenancy deposits.--Shares may be issued
intrust for or in joint tenancy wwth the right of survivorship
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wi th any person designated by the credit union nmenber, but no
joint tenant or beneficiary of a trust shall be permtted to
vote, obtain a loan or hold office unless he is within the field
of menbership and is a qualified menber in his own right.

(d) Continuation of nmenbership.--Any nenber who | eaves or
has left the field of nmenbership and has not w thdrawn all of
his share account shall not cease to be a nenber of the credit
uni on by reason thereof, and he shall have all of the rights and
obl i gati ons of menbership, including, but not limted to, the
right to retain and to add to his share account and the right to
vote. Upon l|leaving the field of menbership, the provisions of
this subsection shall apply to persons who have becone nenbers
of the credit union solely by reason of the provisions of
subsection (b), but the provisions of subsection (c) shall not
be affected by this subsection.

(e) Spouse of deceased nenber.--The unremarried w dow or
wi dower of a deceased nenber may becone a nenber of the credit
uni on.

(f) Effect of certain association formations.--Any
association fornmed primarily to obtain a State credit union
charter shall not be considered by the departnent to have a
sufficient conmon bond.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (a) and added
subsec. (f).

Cross References. Section 701 is referred to in sections
302, 304 of this title.

[0702. Meeti ngs.

The annual neeting shall be held at the tinme, place and in
the manner indicated in the bylaws. Special neetings may al so be
held in the manner provided in the byl aws.

[0703. Voting rights and procedures.

At all neetings a nenber shall have but one vote,
irrespective of his sharehol dings. There shall be no voting by
proxy, but any menber, other than a natural person, may cast its
vote through an agent duly del egated and appoi nted agent in
writing.

[0704. Notice to nenbers.

(a) GCeneral rule.--All witten notices required by this
title to be given to nenbers shall be delivered in person to
each menber or mailed to each nenber at the address for such
menber appearing on the records of the credit union.

(b) Notice of changes in fees, charges or policies.--Each
new nmenber to a credit union shall be provided with witten
notice by the respective credit union |listing any fees, service
charges or policies regarding the transfer of funds to
noni nt erest bearing accounts. A new nenber and each exi sting
menber shall subsequently be provided with simlar witten
notice if there is a change by the credit union in the anmount or
type of fees or service charges or a change in the policy
regarding the transfer of funds to noninterest bearing accounts.
The credit union shall also provide such information to any
menber upon request by that nenber.

[0705. Expul sion and wi t hdrawal .

(a) Expulsion.--A nmenber may be expell ed:

(1) by a vote of a ngjority of the nenbers present at a
regul ar or a special neeting called to consider the matter at
whi ch a quorum as provided in the bylaws, is present but
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only after a hearing after due notice to the nenber of the
time and place of the neeting and of the reason or reasons
for such proposed expul sion; or
(2) by a vote of a two-thirds najority of the board of
directors present at a regular or special neeting called to
consider the matter if:
(i) the board has given the nenber notice of the
neeting and of the reason for proposed expul sion;
(i1i) there is a quorum as provided in the byl aws,
present at the neeting; and
(ti1) there is a hearing on the nmatter at the
nmeet i ng.

(b) Wthdrawal .--Any nenber may withdraw fromthe credit
union at any time, but notice of wthdrawal nmay be required.
[1706. Election of directors and credit and supervisory

conmittee nmenbers.

(a) GCeneral rule.--At the organization neeting and at al
subsequent annual neetings, the credit union nenbers shall el ect
fromthe nmenbership of the credit union a board of directors of
not |less than five nmenbers, a credit commttee of not |ess than
three nenbers if the bylaws so provide and a supervisory
conmittee of not |less than three nor nore than five nmenbers if
the byl aws so provide, all to hold office for such terns
respectively, as the bylaws provide and until successors are
duly qualified. If permtted by the bylaws, the election may be
conducted by mail ballot. A nmenber shall not serve on nore than
one of the conmttees. Not nore than one nenber of the board,
who shall not be the treasurer or an assistant treasurer, may
serve as a menber of the credit conmttee. A nenber of the board
of directors, treasurer or an assistant treasurer may not serve
on the supervisory conmttee.

(b) Report to departnent.--A statenent in witing of the
nanes and addresses of the nenbers of the board and the
committees and the officers, as well as any interim
appoi ntnments, shall be filed with the departnment within ten days
after their election and qualification or interimappointnent.
For failure to file such statenents when due, unless excused for
cause, the credit union shall pay to the departnent $100 for
each day of its delinquency.

(Dec. 9, 2002, P.L.1572, No.?207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (b).
(0707. Duties of directors generally.

(a) GCeneral rule.--The directors of a credit union shal
have general managenent of the affairs of the credit union and
are specifically required:

(1) To act on applications for menbership.

(2) To determne interest rates on | oans.

(3) To fix the anmount of the surety bond which shall be
required of all officers and enpl oyees handling noney which
amount shall be not |ess than the m ni mrum schedul e
establ i shed by the departnent.

(4) To declare dividends or reconmend divi dends as
provi ded in the byl aws.

(5) To transmt or cause to be transmitted to the
menbers all proposed anendnents to the byl aws.

(6) |If the bylaws provide for appointed credit or
supervi sory commttees, to appoint individuals to serve on
the credit committee or the supervisory cormmittee and to fill
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vacancies in the board and in the credit conmttee until

successors are duly chosen and qualified.

(7) To determ ne the maxi mum i ndivi dual share hol di ngs
and, subject to the Iimtations contained in this title, the
maxi mum i ndi vi dual | oan which can be nade with or w thout
security.

(8) To have charge of investnents, first nortgage | oans
and |oans to other credit unions and Federal credit unions
but not |oans to nmenbers which are under the supervision of
the credit commttee as otherwise provided in this title. The
board may, however, delegate to the credit commttee the
authority to approve sone or all first nortgage | oans and to
an investnment conmittee or qualified individual the authority
to make all or sone investnents if the board first
establ i shes gui delines and standards for the approval and
maki ng of such | oans and investnents in accordance with the
policies of the board of directors.

(9) To fix the anmount of conpensation of directors,
of ficers, commttee nenbers, |oan officers and enpl oyees.

(10) To determ ne whether, to what extent and to what
cl ass or classes of borrowers, if any, an interest refund is
to be made in any dividend period. Any such interest refund
shall be paid in proportion to the interest paid by each
borrower within any class during that dividend period.

(11) To appoint alternate credit comrittee nenbers as
needed to serve during incapacity or absence of the credit
conmi ttee nmenbers.

(b) Notice of interest refund to departnent.--Imedi ately
upon the board deciding to refund any interest pursuant to
subsection (a)(10), notice of such decision and a copy of any
board resolution and rel ated docunents shall forthwith be sent
to the departnment. The departnment shall, within 30 days after
recei pt thereof, have the power to di sapprove, for any
reasonabl e cause stated in witing, any such interest refund. If
t he departnent does not disapprove the interest refund within 30
days, the interest refund shall becone effective.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)
J708. Oficers.

At their organizational neeting and within 30 days foll ow ng
each annual neeting of the nenbers, the directors shall elect
fromtheir own nunber either a president and one or nore vice
presidents or a chairman and one or nore vice chairnen, a
treasurer and a secretary. The sane individual may be both
treasurer and secretary. The directors nmay appoint one or nore
assistant treasurers. The directors may appoint a nmenbership
of ficer fromanong the nenbers of the credit union, other than
the treasurer, an assistant treasurer or a |oan officer. The
directors may enploy an officer in charge of operations, who
shal | be under the direction and control of the board or of the
treasurer, as determ ned by the board of directors. The
menbership officer or the officer in charge shall have the
authority to approve applications for nmenbershi p under such
conditions as the directors may prescribe. The nenbership
of ficer or officer in charge so authorized shall submt to the
directors at each nonthly neeting a |ist of approved or pending
applications for nmenbership received since the previous nonthly
neeting, together with such other related information as the
byl aws or the board nmay require.

[0709. Conpensation of directors and officers.
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Menbers of the board of directors, the credit commttee and
t he supervisory commttee may be conpensated if the credit union
pays dividends to its nenbers comensurate with prevailing
mar ket rates during the preceding year. A credit union shall be
deened to pay dividends commensurate with prevailing market
rates if declared dividend rates on share accounts are
conpetitive with dividend or interest rates offered by other
credit unions, Federal credit unions or other financial
institutions authorized to engage in the business of receiving
noney for deposit. The departnent may prohibit or regulate the
paynent of conpensation of directors, conmttee nenbers and
of ficers, exclusive of the treasurer, if it deenms such
conpensati on excessive or if, in its opinion, the financial
condition of the credit union is not such as to warrant the
paynent of such conpensati on.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)
[0710. Executive committee.

The directors may appoint fromtheir own nunber an executive
commttee of not less than three directors, who may be
authorized to act for the board in all respects, subject to such
conditions and limtations as prescribed by the board.

(0711. Procedures for approving service by certain persons.

(a) General rule.--No person who has been convicted of a
m sdeneanor or a felony involving dishonesty, breach of trust or
violation of this title or correspondi ng provisions of prior |aw
may serve as an officer, director, commttee nenber, enployee,
vol unteer or agent of a credit union unless the person has or
obt ai ns the unani nous approval of the board of directors of the
credit union.

(b) Disclosure statenent.--Every officer, director,
committee nenber and enpl oyee shall sign a sworn statenent
di scl osi ng whet her he has ever been convicted of a m sdeneanor
or a felony involving di shonesty, breach of trust or violation
of this title or correspondi ng provisions of prior |aw
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsec. (a).

0712. Indemification and exoneration fromliability of
directors and officers.

(a) Indemification.--A credit union shall be governed by
the provisions of 15 Pa.C.S. Ch. 17 Subch. D (relating to
i ndemni fi cation).

(b) Exoneration fromliability of volunteer officers.--
Vol unteer officers of Federal, State and out-of-State credit
unions shall be entitled to the protection and rights set forth
in 15 Pa.C. S. 0513 (relating to personal liability of
directors) if the nmenbership adopts a bylaw to that effect.

(c) Standard of care and personal liability of directors.--
See 15 Pa.C. S. 512 (relating to standard of care and
justifiable reliance) and 513.

Cross References. Section 712 is referred to in section 715
of this title.
(0713. Loan procedures.

(a) Credit conmmttee.--1f the bylaws provide for a credit
commttee, the credit conmmttee shall have the supervision of
all loans to nmenbers other than first nortgage | oans, except to

t he extent approval of such nortgage | oans has been delegated to
the credit committee, and |loans to other credit unions and
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Federal credit unions.

(b) Conflict of interest.--No credit conmittee nmenber, | oan
officer or director of a credit union shall vote on the granting
of any loan in which such official has guaranteed the repaynent
of the I oan or where a nenber of the nmenber's inmediate famly
has a beneficial interest.

(c) Applications.--Applications for |oans shall be in
witing on a form prepared or approved for that purpose by the
credit commttee or, in the absence of a credit committee, by
either the board of directors or a person del egated by the board
of directors; and all applications shall set forth the purpose
for which the loan is desired, the security, if any, offered,
and such other data as may be required. Wthin the neani ng of
this section, a pledge of shares in the credit union or the
endorsenent of a note may be deened security.

(d) Approval by credit commttee.--

(1) |If the bylaws provide for a credit conmttee, at
| east a majority of the menbers of the credit comm ttee shal
pass on all |oans, and no | oan shall be approved unless it is
approved by a majority of the nmenbers of the credit commttee
at a credit conmttee neeting.

(2) Notw thstandi ng paragraph (1), the credit conmttee
may appoi nt one or nore | oan officers and del egate to such
person or persons the power to approve | oans, share
wi t hdrawal s of anmounts previously pledged as security for a
| oan, releases and substitutions of security, within limts
speci fied by the conmttee.

(3) The appointnent and del egation shall be approved by
a majority of the credit conmttee present and voting at a
credit commttee neeting and shall be recorded in a witten
resolution signed by the credit commttee nenbers who
approved the del egation or appointnent. The witten
resolution shall be forwarded to the board of directors prior
to the next board neeting.

(4) The credit conmttee shall neet as often as may be
necessary after due notice to each nmenber. The credit
commttee shall keep m nutes of each neeting. The m nutes
shall include a Iist of |oans approved and di sapproved by the
credit conmttee.

(5) The credit conmttee shall require any | oan officers
it appoints to report regularly to the credit commttee on
any | oan approvals or other actions taken by the | oan officer
in the authority delegated to the loan officer by the credit
conmittee.

(e) Approval by loan officer.--1f the bylaws do not provide
for a credit commttee, the board of directors shall appoint a
| oan officer and del egate the powers of the credit conmttee
under subsection (d) to the |oan officer.

(f) Reports.--Each |oan officer shall furnish to the credit
conmittee or, in the absence of a credit commttee, to the board
of directors a record of each | oan approved or not approved by
such person within seven days of the date of the filing of the
application therefor.

(g) Procedure in absence of |oan officer.--Al |oans not
approved by a |oan officer shall be acted upon by the credit
commttee or, in the absence of a credit conmttee, by the board
of directors or a director designated by the board of directors.

(h) Restrictions.--No individual shall have authority to
di sburse funds of the credit union for any |oan which has been

-29-



approved by such individual in his or her capacity as |oan

of ficer.

(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L. 1572, No.?207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsecs. (b) and (d).

1994 Anendnent. Act 146 anended subsecs. (b) and (h).

0714. Annual audit.

(a) Supervisory commttee.--If the bylaws of the credit
uni on provide for a supervisory commttee, the duties of the
supervi sory commttee shall be as foll ows:

(1) To make at |east an annual audit of the affairs of
the credit union. The commttee shall submt a report to the
board of directors and to the nenbers at the next annual
nmeeting of the credit union.

(2) By unaninous vote, if it deens such action to be
necessary to the proper conduct of the affairs of the credit
uni on, to suspend any officer, director or nenber of any
commttee other than the supervisory commttee. In such
event, the commttee shall call the nenbers of the credit
uni on together, within ten days of the suspension, to act on
such suspension. The nenbers at the nmeeting called for this
pur pose may sustain such suspension or renove such person
fromoffice or my reinstate such person

(3) By majority vote, the supervisory commttee nay cal
a special neeting of the nenbers to consider any natter
submtted to it by the commttee. The commttee shall fill
vacancies in its own nmenbership unl ess otherw se provided in
t he byl aws.

(b) Default by supervisory committee.--Wenever the
supervisory conmttee fails to make the audits or reports as
provi ded in subsection (a)(1l), the board of directors shal
remove fromoffice the nmenbers of the supervisory commttee and
appoint a new conmittee to nake such audits, or the board may
enpl oy the services of a public accountant to nmake such audits.
The charges for the services of such public accountants shall be
paid by the credit union. If the board of directors under such
circunstances fails or refuses to act, the departnent may, in
addition to its other powers, renove the nenbers of the
supervi sory commttee and i ssue an order on the board of
directors requiring such audits to be nade by a public
accountant at the expense of the credit union.

(c) Audit by public accountant.--If the bylaws do not
provi de for a supervisory commttee, the board shall enploy the
services of a public accountant to make audits under subsections
(a) and (b). The charges for the services of the public
accountant shall be paid by the credit union.

(d) Requirenment for an outside audit.--

(1) A credit union shall obtain an outside, independent
audit by a certified public accountant or other approved
service for any fiscal year during which any one of the
foll owi ng conditions exist:

(1) the supervisory comrittee of the credit union
has not conducted an annual supervisory conmittee audit;

(i1i) the annual supervisory conmittee audit
conducted did not neet the audit requirenents required by

t he departnent; or

(ti1) the credit union has experienced serious and
persi stent recordkeeping deficiencies as defined in
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subsection (e).
(2) In the case of an audit required pursuant to
paragraph (1)(i) or (ii), the scope of the outside,

I ndependent audit shall fully enconpass the requirenents set

forth in the departnent's audit guidelines. In the case of an

audit required pursuant to paragraph (1)(iii), the outside,

i ndependent audit nust be conducted by a certified public

accountant and nust be an opinion audit as that termis

under st ood under generally accepted auditing standards.

(e) Definition.--As used in subsection (d)(1), "persistent
recor dkeepi ng defi ci enci es” means serious recordkeepi ng probl ens
whi ch continue to exist past a usual, expected or normal period
of tinme. Persistent recordkeeping deficiencies shall be
considered serious if the departnent has a reasonabl e doubt:

(1) That the financial condition of the credit union is
accurately and fairly presented in the credit union's

st at enent .

(2) That managenent practices and procedures of the
credit union are sufficient to safeguard nmenbers' assets.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Amendnent. Act 207 anended the section headi ng and
subsecs. (a)(1), (b) and (c) and added subsecs. (d) and (e).
0715. Actions by nmenbers to enforce a secondary right.

(a) GCeneral rule.--In any action brought to enforce a
secondary right on the part of one or nore nenbers agai nst any
officer or director or former officer or director of a credit
uni on because the corporation refuses to enforce rights which
may properly be asserted by it, the plaintiff or plaintiffs nust
aver and it nust be made to appear that the plaintiff or each
plaintiff was a nenber of the corporation at the tine of the
transacti on of which he conplains or that his nenbership
devol ved upon him by operation of |law froma person who was a
menber at that tinme.

(b) Security for costs.--1n any such action instituted or
mai nt ai ned by a hol der or holders of less than 5% of the
out st andi ng share accounts of the credit union, the credit union
in whose right the action is brought shall be entitled, at any
stage of the proceedings, to require the plaintiff or plaintiffs
to give security for the reasonabl e expenses, including attorney
fees, which nmay be incurred by it in connection therewith and
for which it may becone |iable pursuant to section 712(a)
(relating to indemification) (but only insofar as relates to
mandatory indemification in actions by or in the right of the
corporation), to which security the corporation shall have
recourse in such anount as the court having jurisdiction shal
determ ne upon the term nation of the action. The amount of the
security may, fromtine to time, be increased or decreased in
the discretion of the court having jurisdiction of the action
upon showi ng that the security provided has or may becone
i nadequat e or excessi ve.

CHAPTER 9
AMENDMENT OF ARTI CLES

Sec.
901. Procedure for anendnent of articles.
902. Articles of anendnent.
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903. Filing and review of articles of anendnent.
904. Pl ace of business.

Enactnent. Chapter 9 was added Decenber 19, 1990, P.L. 834,
No. 198, effective in two nonths.
[J0901. Procedure for anmendnment of articles.

The articles of incorporation nmay be amended at any regul ar
or special neeting of the credit union, if witten notice of the
neeti ng and of the proposed anendnent or anendnments is furnished
each nenber at |east ten days prior to the neeting at which such
anmendnent or anendnments wi |l be considered. Notw thstanding
statutory provisions to the contrary, the articles of
i ncorporation may alternatively be anended by the nenbers
through mail ballot voting as provided in the bylaws. Amendnents
to the articles of incorporation nust be approved by a majority
of the nmenbers present at any neeting at which the anmendnents
are considered or, in the case of a mail ballot, by a majority
of the menbers responding by nmail ballot. The proposed
anmendnents shall be acted upon only in the event a quorum of the
menbers, as provided in the bylaws, is present or, in the case
of a mail ballot vote, a nunber of returned nmail ballots equal
to the quorum of the nenbers, as provided in the bylaws, exists.
[0902. Articles of anendnent.

The articles of anendnent shall be signed by an officer of
the credit union and shall set forth:

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

(2) The anmendnent or anmendnents as adopted by the
menbers.

(3) The date of the neeting at which the anmendnent, or
anmendnents, was adopt ed.

(4) That notice of the meeting at which the amendnent,
or anmendnents, was consi dered was given to each nenber as
provided in this title.

(5) That, at the neeting at which the anendnent, or
anmendnents, was consi dered, a quorum of the nmenbers was
present as provided in the byl aws.

(6) That the amendnent, or anendnents, was approved by a
majority of the nenbers voting.

[0903. Filing and review of articles of anendnent.

(a) GCeneral rule.--Articles of anendnment shall be filed with
the departnent. If the departnment finds that the articles of
anmendnent conformto law, it shall endorse its approval thereon
and forward the articles of anendnment to the Departnent of
State. Upon receipt of the articles of amendnent, the Depart nent
of State shall file the sane.

(b) Cross reference.--See 15 Pa.C.S. 0134 (relating to
docketing statenent).

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (a).
[J904. Pl ace of business.

(a) Change in principal place of business.--A credit union
may change its place of business upon the filing of a statenent
of change of principal place of business with the Departnent of
State and the departnent.

(b) Branch offices and service facilities.--If a credit
uni on gives the departnent prior witten notification and, in
the case of branch offices, receives prior approval fromthe
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departnment, it may establish and maintain, at |ocations other
than its principal place of business, additional branch offices
and service facilities to furnish services to its nenbers.

(c) Discontinuance of branch offices or service
facilities.--1f a credit union pursuant to a resolution of its
board of directors provides the departnent prior witten
notification, the credit union nmay discontinue the operation of
and cl ose branch offices or service facilities.

(d) Cross reference.--See 15 Pa.C.S. 0134 (relating to
docketing statenent).

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

Cross References. Section 904 is referred to in section 503
of this title.

CHAPTER 11
CONVERSI ON, MERGER AND CONSOLI DATI ON

Sec.

1101. Conversion into Federal credit union.

1102. Conversion from Federal credit union.

1103. Merger and consolidation authorized.

1104. Adoption of plan.

1105. Articles of merger or consolidation.

1106. Supervisory mergers or consolidations by departnent.

Enactnent. Chapter 11 was added Decenber 19, 1990, P.L.3834,
No. 198, effective in two nonths.
[J1101. Conversion into Federal credit union.

(a) GCeneral rule.--A credit union may be converted into a
Federal credit union by conplying with the follow ng
requirenents:

(1) The proposition for such conversion shall first be
approved by a najority vote of the directors of the credit
uni on who shall also set a date for the vote thereon by the
menbers. The vote of the nenbers shall be conducted at a
nmeeting held on such date, or by witten ballot if the byl aws
so provide to be filed on or before such date. Witten notice
of the proposition and of the date set for the vote shall be
gi ven each nmenber not nore than 30 nor |ess than ten days
prior to such date. Approval of the proposition shall be by
the affirmative vote of a majority of the nmenbers voting, in
person or in witing, either at a neeting of the credit union
or through a mail ballot vote. In order for a vote to be
considered valid, there nust be a quorum established. In the
case of a neeting of the credit union, a quorumshall be
established by the presence of at |east 10% of the credit
union's nmenbership. In the case of a mail ballot vote, a
guorum shal |l be established by the witten response of at
| east 10% of the credit union's nmenbership.

(2) A statenent of the result of the vote, certified by
an officer of the credit union, shall be filed with the
departnment within ten days after the vote is taken.

(3) Pronptly after the vote is taken and in no event
| ater than 90 days thereafter, if the proposition for
conversion was approved, the credit union shall take such
action as may be necessary under the applicable |aws of the
United States to make it a Federal credit union, and, within
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ten days after receipt of the Federal credit union charter,
it shall file a copy of the charter thus issued with the
Department of State which shall furnish a copy thereof to the
departnment. Upon such filing with the Departnment of State,
the credit union shall no | onger be subject to any of the
provisions of this title. The successor Federal credit union
shal |l be vested with all of the assets and shall continue to
be responsible for all of the obligations of the credit union
t hus converted to the sane extent as though the conversion
had not taken pl ace.
(b) Cross reference.--See 15 Pa.C.S. 0134 (relating to
docketing statenent).
(Dec. 12, 1994, P.L.1067, No. 146, eff. 60 days; Dec. 9, 2002,
P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (a).
[J1102. Conversion from Federal credit union.

(a) GCeneral rule.--A Federal credit union may be converted
into a credit union subject to the provisions of this title by:

(1) Conplying with all Federal requirenments requisite to
enabling it to convert to a credit union or to cease being a
Federal credit union.

(2) Filing with the departnent proof of conpliance with
such Federal requirenments in formsatisfactory to the
depart nment.

(3) Filing with the departnent, together with such
reasonabl e fees as shall be established by the departnent,

i ncluding an application fee and fees for such exam nation
and such investigation as it may deem necessary, articles of
conversi on which shall set forth:
(i) The proposed nane of the converted credit union.
(ii) The exact location of the principal place of
busi ness of the credit union into which the Federal
credit union plans to becone converted.
(ti1) The nunmber, nanmes and addresses of the persons
to be the first directors of the converted credit union.
(iv) Al other statenments required by this title to
be set forth in original articles of incorporation in the
case of the formation of a credit union in so far as such
information is applicable to a Federal credit union
proposi ng to beconme converted into a credit union.
(b) Departnent review --Imediately upon the recei pt of the
articles of conversion, the departnent shall conduct such
exam nation as may be deened necessary to ascertain fromthe
best sources of information at its command:

(1) Wether the nanme of the proposed credit union
conforms with the requirenents of |aw for the nanme of a
credit union and whether it is the sanme as one already
adopted or reserved by another person or is so simlar
thereto that it is likely to m slead the public.

(2) Wether the conversion is nade for legitimte
pur poses.

(3) Wiether the interests of nmenbers and creditors are
adequat el y protected.

(4) \Wether the proposed credit union neets all of the
requirenents of this title and violates none of its
prohi bitions applicable to a credit union incorporated under
this title.

(5) Wether the Federal credit union has conplied with
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the requirenments of the laws of the United States as they
relate to the conversion of a Federal credit union into a
credit union.

Wthin 60 days after receipt of the articles of conversion, the

departnment shall, upon the basis of the facts disclosed by its
i nvestigation, either approve or disapprove such articles.
(c) Approval action.--If the departnent approves the

articles, it shall register its approval thereon and shal
forward themto the Departnment of State for filing. Imediately
upon recei pt of the approved articles of conversion, the
Departnment of State shall file the articles. The conversion
shal | becone effective i medi ately upon such filing and the
converted credit union shall have all the rights, privileges,
immunities and franchi ses of the Federal credit union, except
that it shall not thereafter acquire authority to engage in any
busi ness or exercise any right which is forbidden to a credit
uni on when originally incorporated under this title.

(d) Disapproval action.--1f the departnent di sapproves the
articles of conversion, it shall return themto the Federal
credit union desiring to beconme converted into a credit union
stating in detail its reasons for so doing.

(e) Cross reference.--See 15 Pa.C.S. 00134 (relating to
docketing statenent).

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsecs. (a), (b) and (d).
(11103. Merger and consolidation authorized.

(a) GCeneral rule.--A credit union subject to this title may
merge or consolidate with other credit unions, with Federal
credit unions, with out-of-State credit unions or with a
conbi nation of other credit unions, Federal credit unions and
out-of-State credit unions to forma credit union, Federal
credit union or out-of-State credit union.

(b) Approvals and conditions.--Before merging or
consolidating, the credit unions involved nust obtain prior
approval fromthe departnent. In the case of a nerger or
consolidation with a Federal credit union, the nerger or
consolidation shall be nade pursuant to Federal law in addition
to the provisions of this title. In the case of a nerger or
consolidation with an out-of-State credit union, the nmerger or
consolidation shall be nade pursuant to the credit union |aw of
the state of incorporation of the out-of-State credit union or,
if credit unions incorporated in different states are invol ved,
pursuant to the credit union | aws of the various states of
i ncorporation of the out-of-State credit unions in addition to
the provisions of this title.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (b).
[11104. Adoption of plan.

(a) GCeneral rule.--The board of directors of each of the
credit unions, Federal credit unions or out-of-State credit
uni ons which desire to nmerge or consolidate shall, by resolution
adopted by at least a majority of all the menbers of each board,
approve a plan of nerger or consolidation setting forth the
terms and conditions of the nerger or consolidation and the node
of carrying the sanme into effect, the manner and basis of
converting the shares of each credit union, Federal credit union
or out-of-State credit union into shares or other securities or
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obl i gations of the surviving or new credit union, Federal credit
union or out-of-State credit union, and such other details and
provi sions as are deened necessary. Except where the approval of
the nenbers is not required, the board of directors shall direct
that the plan be submtted to a vote of the nmenbers of such
credit union, Federal credit union or out-of-State credit union
entitled to vote thereon at an annual or special neeting of the
menbers to be held on not | ess than 15 days prior witten notice
t hereof given to each nmenber of record, which notice shall state
t he place, day, hour and purpose of the neeting and shall have

i ncluded therein or enclosed therewith a copy or sunmary of the
pl an of merger or consolidation.

(b) Donestic approval.--The plan of merger or consolidation
to forma surviving or new credit union, Federal credit union or
out-of-State credit union shall be adopted upon receiving, if
the credit union is not the surviving institution, the
affirmative vote of at least a mpjority of the nenbers voting
t hereon or upon receiving, if the credit union is the surviving
institution, the affirmative vote of at least a mpjority of the
board of directors voting thereon.

(c) Federal or out-of-State approval.--The plan of merger or
consolidation shall be authorized, adopted or approved by each
of the merging or consolidating Federal credit unions and out-
of -State credit unions in accordance with applicable Federal or
State | aw.

[11105. Articles of merger or consolidation.

(a) General rule.--Upon the adoption, pursuant to the
provi sions of this chapter, of the plan of nerger or
consolidation by the credit unions, Federal credit unions and
out-of-State credit unions desiring to nmerge or consolidate,
articles of nerger or consolidation shall be executed by each
credit union, Federal credit union and out-of-State credit union
by a duly authorized officer of each credit union, Federal
credit union and out-of-State credit union and shall set forth:

(1) The nane and exact |ocation of the principal place
of business of the surviving or new credit union, Federal
credit union or out-of-State credit union.

(2) The tinme and place of the neeting of the board of
directors at which the plan of merger or consolidation was
proposed and, except where approval of the nmenbers is not
required, the tine and place of the neeting of the nenbers of
each credit union, Federal credit union and out-of-State
credit union at which the plan of nerger or consolidation was
aut hori zed, adopted or approved, the kind and period of
notice given to the nenbers and the total vote by which the
pl an was aut horized, adopted or approved.

(3) In the case of a nerger into a surviving credit
uni on, any changes desired to be nade in the articles of the
surviving credit union, or, in the case of a consolidation
into a new credit union, all of the statenments required by
this title to be set forth in the original articles in the
case of the formation of a credit union.

(4) The nunber, nanmes and addresses of the persons to be
the first directors of the surviving or new credit union,
Federal credit union or out-of-State credit union.

(5) The plan of merger or consolidation.

(b) Departnent review --The articles of merger or
consolidation shall be filed with the departnent which,

i mredi atel y upon recei pt thereof, shall conduct such
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i nvestigation as may be deened necessary to ascertain fromthe
best sources at its comuand:

(1) Wether, if the articles are articles of
consol idation, the nane of the proposed new credit union,
Federal credit union or out-of-State credit union conforns
with the requirenents of law for the nane of a credit union
and whether it is the sanme as one already adopted or reserved
by anot her corporation or person or is so simlar thereto
that it is likely to mslead the public.

(2) Wether, if the nmerger or consolidation includes one
or nore Federal credit unions, all requirenments of the | aws
of the United States pertaining thereto have been conplied
with.

(3) Wiether the interests of nmenbers and creditors are
adequat el y protected.

(4) \Wether the credit unions, including the surviving
or new credit union, have nmet all of the requirenments of this
title and have viol ated none of its prohibitions applicable
to a credit union incorporated under this title.

(5) Wether, if the nmerger or consolidation includes an
out-of-State credit union, there is conpliance with the
applicable requirenents of the Iaw of the state of
i ncorporation of the out-of-State credit union.

Wthin 60 days after receipt of the articles of nerger or

consol idation, the departnent shall, upon the basis of the facts
di scl osed by its investigation, either approve or disapprove
such articles.

(c) Approval action.--If the departnent approves the
articles, it shall register its approval thereon and shal
forthwith forward themto the Departnment of State for filing,
and, imredi ately upon recei pt thereof, the Departnent of State
shall file the articles.

(d) Effect of merger or consolidation.--The nmerger or
consol idation shall becone effective inmediately upon such
filing, and the surviving or new credit union, Federal credit
union or out-of-State credit union shall be vested with all the
assets and shall have all the rights, privileges, imunities and
franchi ses and shall be responsible for all the obligations of
the nerging or consolidating credit unions, Federal credit
uni ons and out-of-State credit unions; but otherw se, if such
surviving or new credit union shall be a Federal credit union or
an out-of-State credit union, upon such filing by the Depart nent
of State, the surviving or new Federal credit union or out-of-
State credit union shall no |onger be subject to the provisions
of this title other than, in the case of an out-of-State credit
uni on, Chapter 15 (relating to out-of-State credit unions).

(e) Disapproval action.--1f the departnment shall di sapprove
the articles, it shall return themto the credit union, Federal
credit union or out-of-State credit union fromwhich they were
received, stating the reasons for such di sapproval .

(f) Cross reference.--See 15 Pa.C.S. 0134 (relating to
docketing statenent).

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsecs. (b) and (e).
[11106. Supervisory mergers or consolidations by departnent.

Not wi t hst andi ng any other provision of this title, the
departnment may require a nerger or consolidation of a credit
union which is insolvent or is in danger of insolvency with any
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other credit union, Federal credit union or out-of-State credit
union or nmay authorize a credit union to purchase any of the
assets of, or assune any of the liabilities and capital of, any
other credit union, Federal credit union or out-of-State credit
union if the departnment is satisfied that:
(1) an energency requiring expeditious action exists
with respect to such a credit union;
(2) other alternatives are not reasonably avail able; and
(3) the public interest woul d best be served by approval
of such nerger, consolidation, purchase or assunption.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

CHAPTER 13
DI SSOLUTI ON

Sec.

1301. Dissolution authorized.

1302. Approval of voluntary dissol ution.
1303. Dissol ution proceedings.

1304. Departnent supervision.

1305. Articles of dissolution.

1306. Involuntary dissol ution.

Enactnent. Chapter 13 was added Decenber 19, 1990, P.L.3834,
No. 198, effective in two nonths.
[J1301. Dissolution authorized.

Any credit union nmay elect to dissolve voluntarily and w nd
up its affairs in the manner provided in this chapter. However,
if it shall appear to the departnment, upon an exam nation of the

busi ness, assets and affairs of the credit union, that its

assets will probably be insufficient to pay in full its nenbers
and creditors, it shall take possession of the business and
property of the credit union and retain possession until its

affairs are finally Iiquidated.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)
[11302. Approval of voluntary dissol ution.
(a) GCeneral rule.--The procedure for voluntary dissolution
shal |l be as foll ows:

(1) A plan of dissolution, setting forth in detail the
nunber of liquidating trustees, which shall be one, three or
five, to be elected by the nenbers, the anount of the bond
whi ch shall be supplied by each of the |iquidating trustees
and the powers, duties and conpensati on of such trustees,
shall be adopted by a vote of at |east two-thirds of al
directors of the credit union.

(2) A neeting of the menbership shall be called for the
pur pose of acting on the plan of dissolution. Witten notice
setting forth the date and purpose of such neeting shall be
furni shed each nenber at |east ten days prior to the date of
the neeting. The plan of dissolution shall be adopted upon
the affirmative vote of a majority of the entire nmenbership
of the credit union in person or by witten ballot.

(3) Upon approval of the plan, the nmenbers shal
forthwith proceed to elect the nunber of |iquidating trustees
provided for in the plan of dissolution. If nore than one
liquidating trustee is to be elected, each nenber shall have
the right to multiply his vote by the nunber of trustees to
be el ected and cast the whol e nunber of such votes for one
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candi date or distribute themanong two or nore candi dates.
The candi dates receiving the highest nunber of votes up to
t he nunber of liquidating trustees to be chosen shall be
el ect ed.

(4) A certificate of election to dissolve signed by a
duly authorized officer of the credit union shall be executed
and delivered to the departnent. The certificate shall set
forth:

(1) The nane of the credit union.

(i1i1) The exact location of its place of business.

(ti1) The names and addresses of its officers and
directors.

(iv) The nunber of directors voting for, and the
nunber voting agai nst, the proposed plan of voluntary
di ssol uti on.

(v) The total nunber of nenbers and the nunber of
menbers voting for, and the nunber voting against, the
proposed plan of voluntary dissol ution.

(vi) The nanmes and addresses of the proposed
[ iquidating trustees and the nunber of votes received by
every candi date for the position of |iquidating trustee.

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

(viii) Avwverified statenent by each of the proposed
[iquidating trustees stating that he is willing to serve
as liquidating trustee, subject to the provisions of this
chapter and to the terns of the proposed plan of

vol untary dissolution, that he will, so far as the duty
devol ves upon him diligently and honestly |iquidate the
affairs of the credit union, and will not know ngly

violate or permt to be violated any of the provisions of
this chapter or of the proposed plan of voluntary
I i qui dati on.

(ix) The proposed plan of voluntary dissol ution.

(b) Departnent review --Upon receipt of the certificate of
el ection to dissolve, the departnent shall conduct an
exam nation or an investigation, or take such other action as it
deens necessary, to deternm ne whether to approve the plan of
voluntary dissolution. If the departnment determ nes that the
pl an of voluntary dissolution does not prejudice the interests
of menbers or creditors, it shall endorse its approval on the
certificate of election to dissolve and send it to the
Departnment of State for filing. If the departnment di sapproves
the plan, it shall return the certificate to the credit union
stating in detail its reasons for doing so.

(c) Effect of filing certificate.--Upon the filing by the
Departnment of State of the certificate of election to dissolve,
the Departnent of State shall furnish a copy thereof to the
departnment and the credit union. Upon such filing, the credit
uni on shall cease to transact its business, and the |iquidating
trustee or trustees shall comrence the |iquidation of the credit
union. The liquidating trustee or trustees shall thereafter be
authorized to carry out, in his owm nane or in their own names
as liquidating trustee or trustees of the credit union, the
powers granted to himor themby the plan of voluntary
di ssolution and nay sue and be sued for the purpose of
determ ning and enforcing the debts due the credit union and its
obl i gati ons.

(d) Cross reference.--See 15 Pa.C.S. 0134 (relating to
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docketing statenent).
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsecs. (a)(4), (b) and
(c).

[11303. Dissolution proceedings.

(a) Collection and distribution of assets.--The |iquidating
trustee or trustees shall proceed in the manner provided by the
departnment to gather the assets, deternmine the liabilities and
distribute the assets of the credit union until its affairs are
fully adjusted and wound up. Under this section the departnent
shall set forth the order of the distribution of the assets. The
provi sions of this section on distribution of assets apply
whet her the dissolution is voluntary or involuntary.

(b) Proof of clains.--The liquidating trustee or trustees
shall notify all creditors and nenbers appearing on the records
of the association, by notice sent to or given at the address
appearing for such creditor or menber on the records or, if no
address appears there, at the |last known address of the creditor
or menber, of the anmount which the records show to be due such
menber or creditor. The liquidating trustee or trustees shal
al so advertise, for three successive weeks in a newspaper of
general circulation and in a | egal newspaper, if any, in the
county in which the credit union is |ocated, that the credit
union is liquidating pursuant to a plan of voluntary
I iquidation. The advertisenment shall set forth a date not |ess
than 90 days after the date of the first published adverti senent
before which all creditors or nenbers nust present their clains,
under oath or affirmation, to the trustee or trustees or be
bound by the anpbunt shown on the records of the credit union to
be due them Thereafter, all clains shall be permanently barred.

(c) Limtation period.--Any claimwhich is rejected or
di sal l owed by the trustee or trustees shall be barred unless an
action is brought thereon within 90 days after mailing of the
notice of rejection or disallowance.

(d) Transfer possession.--If the departnent takes possession
of the credit union under section 503(c) (relating to regulation
by departnent) and appoints the National Credit Union
Adm nistration to liquidate the credit union or take other
action deened appropriate regarding the credit union, then the
departnment shall be deened to have surrendered jurisdiction of
the credit union and the departnment shall have no liability
related to such credit union.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anmended subsec. (a) and added
subsec. (d).

[(11304. Departnent supervision.

The departnent shall continue to supervise the credit union,
in the hands of the liquidating trustee or trustees, until the
liquidation is conplete and the affairs of the credit union are
fully settl ed.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)
[J1305. Articles of dissolution.

(a) GCeneral rule.--Wen, in the opinion of the departnent,
the liquidation of a credit union is conplete and its affairs
are fully settled, the departnment shall execute and file in the
Departnment of State articles of dissolution, which shall set
forth:
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(1) The nane of the credit union.
(2) The statute under which the credit union was

i ncorporated and the date of incorporation.

(3) A statenent that the liquidation of the credit union
is conplete and its affairs are fully settl ed.

(b) Filing procedures.--A certificate or statenent provided
for by 15 Pa.C. S. [0139 (relating to tax clearance of certain
fundanmental transactions) shall not be required and the
Departnment of State shall not charge a fee in connection with
the filing of articles of dissolution under this section. See 15
Pa.C.S. [0134 (relating to docketing statenent).

(c) Effect.--Upon the filing of the articles of dissolution
in the Departnment of State, the existence of the credit union
shal | cease.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsec. (a).
[01306. Involuntary dissol ution.

(a) Issuance of certificate of dissolution by departnent.--
In the event the departnent finds, after issuing witten notice
of a hearing and an opportunity to be heard to a credit union,
that the credit union has not exercised any of its powers or
opened for business with its proposed nenbers within one year
after the date of its incorporation or such longer tinme as the
departnment may allow, then the departnment shall issue under its
seal a certificate of dissolution reciting the applicable facts
and stating that articles of incorporation have been forfeited
by reason of such facts and shall file the certificate of
di ssolution with the Departnent of State.

(b) Effect of certificate of dissolution.--Upon filing of
the certificate of dissolution in the Departnment of State, al
rights of the credit union under its articles of incorporation
shal | cease and its existence shall cease.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anendnent. Act 207 added section 1306.

CHAPTER 15
OUT- OF- STATE CREDI T UNI ONS

Sec.

1501. Authorization to do busi ness.

1502. Covenants by applicant.

1503. Supervision by departnent.

1504. Revocation of authorization to do busi ness.

No. 198, effective in two nonths.

Cross References. Chapter 15 is referred to in section 1105
of this title.

[J1501. Authorization to do business.

(a) GCeneral rule.--A credit union organized in another state
may conduct business as an out-of-State credit union in this
Commonweal th with the approval of the departnment as long as a
credit union chartered under the laws of this Commonwealth is
permtted to do business in the state in which the credit union
I's organi zed.

(b) Findings.--To grant approval the departnent nust find

Enactnent. Chapter 15 was added Decenber 19, 1990, P.L.3834,
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that the out-of-State credit union
(1) |Is a credit union organized under a statute simlar
to this title.
(2) |Is financially solvent.
(3) Has required account insurance acceptable to the
depart nment.
(4) |Is effectively exam ned and supervised by the
regul atory authority of the state in which it is organized.
(5) Needs to conduct business in this Cormonwealth to
adequately serve its nenbers in this Comonweal th.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Anmendnent. Act 207 anended subsec. (a).

Cross References. Section 1501 is referred to in section
1504 of this title.

[11502. Covenants by applicant.

To conduct business in this Commonweal th, an out-of-State
credit union nmust agree to:

(1) Gant loans at rates not higher than those pernmtted
for credit unions incorporated under this title.

(2) Conply with the same consuner protection provisions
that apply to credit unions incorporated under this title.

(3) Accept service of process as contenpl ated by 42
Pa. C.S. [05301(a)(2)(i) (relating to persons).

[11503. Supervision by departnent.

(a) GCeneral rule.--The departnment nmay exani ne an out - of -
State credit union:

(1) to the sane extent that a Pennsylvania credit union
is exam ned by the regulatory agency with jurisdiction over
credit unions in the state in which the out-of-State credit
union is incorporated; or

(2) pursuant to an agreenent between the departnent and
the regul atory agency with jurisdiction over credit unions in
the state in which the out-of-State credit union is
i ncor por at ed.

(b) Reports of other exam nations.--The departnent may
require, as a condition for permtting an out-of-State credit
union to operate or to continue to operate in this Conmonweal t h,
that the regulatory agency with jurisdiction over the out-of-
State credit union furnish reports of exam nation regarding the
out-of-State credit union to the departnent.

(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)

2002 Amendnent. Act 207 anended the section headi ng and
subsec. (a).

[0J1504. Revocation of authorization to do business.

The departnent may revoke the approval of an out-of-State
credit union to conduct business as a credit union in this
Commonweal th if the departnment nmakes any of the follow ng
findi ngs:

(1) The out-of-State credit union no |onger neets the
requi renents of section 1501 (relating to authorization to do
busi ness) .

(2) The out-of-State credit union has violated
Pennsyl vani a statutes or regul ations or orders of the
depart nment.

(3) The out-of-State credit union has engaged in a
pattern of unsafe or unsound credit union practices.

(4) Continued operation by the out-of-State credit union
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is likely to have a substantially adverse inpact on the
financial, economc or other interests of residents of this
Commonweal th served by the out-of-State credit union.
(Dec. 9, 2002, P.L.1572, No.207, eff. 60 days)
(Qct. 1, 1980, P.L.689, No.139, eff. 60 days; Cct. 16, 1980,
P.L.978, No.167, eff. 60 days; Dec. 11, 1986, P.L.1517, No. 164,
eff. 60 days; Feb. 2, 1990, P.L.6, No.4, eff. 60 days; July 6,
1995, P.L.238, No.27, eff. 60 days; Feb. 23, 1996, P.L.17, No.7,
eff. 60 days; July 2, 1996, P.L.478, No.75, eff. 60 days; Dec.
21, 1998, P.L.1245, No.159, eff. 60 days; Nov. 6, 2002,
P.L.1096, No. 132, eff. 60 days; Nov. 29, 2004, P.L.1349, No.173,
eff. 60 days; Nov. 30, 2004, P.L.1618, No.207, eff. 60 days)

2004 Amendnents. Act 173 anended subsec. (c) and Act 207
anmended subsec. (c)(23). Act 207 overl ooked the anmendnment by Act
173, but the anendnents do not conflict in substance and have
bot h been given effect in setting forth the text of subsec. (c).
See sections 28 and 29 of Act 207 in the appendix to this title
for special provisions relating to applicability and
construction of |aw

Cross References. Section 2702 is referred to in sections
2703, 2709.1, 2711, 5708, 6105 of this title; sections 5303,
6344, 6711 of Title 23 (Donmestic Relations); sections 5552,
6302, 6308, 6336, 6355, 9714, 9717, 9718, 9719, 9802 of Title 42
(Judi ciary and Judicial Procedure); section 702 of Title 54
(Nanes) .

APPENDI X TO TITLE 17
ADM NI STRATI VE LAW AND PROCEDURE

(Reserved)
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