HOUSE BILL No. 6284
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HOUSE BILL No. 6284

September 29, 2004, Introduced by Reps. Palsrok, Bisbee, Middaugh, Richardville, Ward,
Hune, Tobocman, Law, Stewart, LaJoy, Lipsey, Kolb, DeRoche, Garfield, Murphy,
Palmer, Bieda, Pumford, Huizenga, Howell, Farhat, O'Neil, Mortimer, Stahl, Koetje, Hart,
Hummel, Shaffer, Pastor and Rivet and referred to the Committee on Commerce.

A bill to anend 2003 PA 215, entitled
"Credit union act,"
by amendi ng sections 102, 104, 201, 203, 212, 214, 217, 234, 301,
302, 304, 307, 331, 341, 342, 345, 352, 357, 371, 373, 374, 382,
386, 401, 402, 407, and 423 (MCL 490.102, 490. 104, 490. 201,
490. 203, 490.212, 490.214, 490.217, 490.234, 490.301, 490.302,
490. 304, 490.307, 490.331, 490.341, 490.342, 490.345, 490.352,
490. 357, 490.371, 490.373, 490.374, 490.382, 490.386, 490.401,
490. 402, 490. 407, and 490. 423).

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 102. As used in this act:

(a) "Affiliate" nmeans a person, other than an individual or
governnmental entity, to which any of the follow ng apply:

(i) Acredit union directly or indirectly owms or controls a

majority of the person's voting shares or other voting ownership
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i nterests.

(i) Acredit union directly or indirectly owms or controls
nore than 50% of the nunber of shares or other ownership
interests voted at the nost recent election for the election of
its directors, trustees, or other individuals who exercise
simlar functions.

(iii) A credit union has the power to directly or indirectly
elect a majority of the person's directors, trustees, or other
i ndi vi dual s who exercise simlar functions.

(ivy Amjority of a credit union board constitutes a
majority of the directors, trustees, or other persons exercising
simlar functions of the person.

(b) "Alien credit union" neans a credit union organi zed under
the laws of a country other than the United States.

(c) "Bank" neans a bank that is organi zed under the | aws of
this state, any other state, the District of Colunbia, or a
territory or protectorate of the United States, or a nationa
banki ng associ ation chartered by the federal government under the
nati onal bank act, chapter 106, 13 Stat. 99, and whose deposits
are insured by an agency of the federal governnent.

(d) "Borrower" neans a nenber who obtains a |oan froma
donestic credit union.

(e) "Branch" neans a place of business, other than the
princi pal place of business, that is owned or |eased by a credit
uni on and where the credit union transacts business authorized by
the credit union board.

(f) "Comm ssioner” neans the conm ssioner of the office of
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3
financial and insurance services in the departnent of —censurer
and—industry-—servieces— | abor and econom ¢ growt h.

(g) "Corporate credit union" neans a —dewestie— credit union
—describedin——seetion—3062— whose field of nmenbership consists
primarily of other credit unions.

(h) "Credit union"” neans a donestic or foreign credit union.

(i) "Credit union board" neans a board of directors, board of
trustees, or other governing body of a credit union

(j) "Credit union service organization" neans —an
organization—deseribedin-seection407— a corporation or other
organi zation that is engaged primarily in providing 1 or nore of
the products or services described in section 407 to credit
unions or their nmenbers and that a donestic credit union may
organi ze, invest in, or lend to under section 401(2)(g9).

(k) "Debt managenent” neans that termas defined in section 2
of the debt managenent act, 1975 PA 148, MCL 451.412.

() "Domestic credit union"” nmeans a cooperative, nonprofit
entity organized under this act for the purposes of encouraging
thrift anong its nmenbers, providing a variety of financial
services to its nenbers, 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.

(m "Eligibility record date" nmeans a record date that is 1
year or nore before the adoption of a plan of conversion by a
credit union board and is set forth in a plan of conversion for
determining eligible nmenbers of a converting credit union.

(n) "Emergency"” nmeans a condition, event, or occurrence that
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neets both of the foll ow ng:

(i) It has or may interfere with the conduct of nornal
busi ness operations, or poses an inmm nent or existing threat to
the safety and security of a person or property, at the principa
pl ace of business or 1 or nore branches of a credit union.

(ii)) It is the result of a fire, flood, earthquake,
hurri cane, tornado, w nd, rain, snowstorm | abor dispute or
strike, power failure, transportation failure, fuel shortage,
interruption of a comunication facility, shortage of housing,
epidem c or other natural or manmade catastrophe, riot, civil
comotion, or any other act of |aw essness or violence.

(o) "Federal credit union" neans a credit union organized
under the laws of the United States.

(p) "Field of nmenbershi p” nmeans that term as established
under section 352.

(q) "Financial institution" means a credit union, bank,
savi ngs bank, or savings and | oan associ ati on.

(r) "Foreign credit union" neans a credit union organized
under the |l aws of another state or territory of the United States
or a federal credit union.

(s) "Insolvent"” nmeans a credit union that neets either of the
fol |l ow ng:

(i) It is not able to pay its debts and other obligations,
i ncluding those related to nenber shares, as they becone due.

(i) Its liabilities exceed its assets.

Sec. 104. (1) A person shall not use the words "credit

union" in its name or —t+tle— any assunmed nanes, unless it is 1
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of the follow ng:

(a) A domestic credit union or a foreign credit union.

(b) A credit union trade associ ation.

(c) A credit union service organi zation.

(d) An organization that is wholly owned by 1 or nore
donmestic credit unions, foreign credit unions, credit union trade
associ ations, or credit union service organizations.

(e) A separate segregated fund established under section 55
of the M chigan canpaign finance act, 1976 PA 388, MCL 169. 255,
or a political action commttee under federal |aw

(2) Acredit union may not use the word "corporate" or the
words "corporate central™ imrediately before the words "credit
union" in its name unless it is a corporate credit union
organi zed under this act, the | aws of another state or territory
of the United States, or the laws of the United States.

Sec. 201. (1) The conm ssioner shall adm nister the |aws of
this state relating to credit unions transacting business in this
state and shall supervise donestic credit unions, and foreign
credit unions other than federal credit unions transacting
business in this state. Each donmestic credit union shall report
its financial condition as required by the comm ssioner.

(2) The comm ssioner shall charge an annual operating fee to
each donestic credit union. Al of the following apply to the
annual operating fee:

(a) Subject to subdivision (d), the comm ssioner shal
establish a fee anbunt that is sufficient to defray the estinated
expenses of the credit union division of the office of financial
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and insurance services in performng all credit union
exam nations and the supervision of donestic credit unions.

(b) The comm ssioner shall invoice each donestic credit union
for the fee before July 1 of each year and each donestic credit
union shall pay the operating fee before July 16 of that year.

(c) The comm ssioner shall conpute the fee based on the total
assets of the donestic credit union on Decenber 31 of the
previ ous year as shown on the report of the donestic credit union
filed with the comm ssi oner under subsection (1).

(d) The anpbunt of the fee is the greater of $500.00 or the
sum of all of the follow ng:

(1) A base fee established by the conm ssioner of not |ess
t han —$3—+#5— $1.00 or nore than $3.50 per $1,000.00 of assets up
to $500, 000. 00.

(ii) A fee of 40% of the base fee per $1,000.00 of assets
greater than $500, 000. 00 up to $1, 000, 000. 00.

(iii) A fee of 30% of the base fee per $1,000.00 of assets
greater than $1, 000, 000.00 up to $5, 000, 000. 00.

(iv) A fee of 20% of the base fee per $1,000.00 of assets
greater than $5, 000, 000.00 up to $10, 000, 000. 00.

(v) A fee of 10% of the base fee per $1,000.00 for all assets
greater than $10, 000, 000. 00.

(e) The comm ssioner shall not require a donestic credit
union to pay an operating fee nore often than annually.

(3) A corporate credit union organized under this act shal
pay an operating fee in the same nmanner as other domestic credit

uni ons, but the fee shall not exceed $50,000.00 annually.
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(4) Each donestic credit union shall report its financia
condition as required by the comm ssioner. A donestic credit
union that fails to file a report with the comm ssioner when it
is due shall pay a fee of $100.00 for each day the report is
del i nquent. The conmm ssioner may waive the fee for cause. If a
del i nquency continues for 15 days, the conm ssioner nmay revoke
the donestic credit union's certificate of approval and take
possessi on of the business and property of the donestic credit
uni on and mai ntai n possession until the comm ssioner permts it
to continue business or involuntarily dissolves the credit union
under section 331(3).

(5) A donmestic credit union that anends its byl aws or
certificate of organization shall file the anendnent with the
commi ssioner. The comm ssioner shall not charge a fee for
revi ewi ng and approvi ng or disapproving of an amendnment under
section 3083.

(6) A domestic credit union shall make all of its accounts,
books, and records, in whatever form naintained, available for
exam nation by the conmm ssioner or the comm ssioner's appointed
agent during the normal business hours of the conm ssioner. A
donmestic credit union shall do all of the foll ow ng:

(a) Provide the comm ssioner with a current schedul e of the
hours during which the donestic credit union is open.

(b) Designate an individual to provide access to the credit
union records and a substitute for that individual.

(c) Provide the commi ssioner with the current nane, address,

and tel ephone nunber of the individual designated in subdivision
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(b), and of his or her substitute if the individual is absent.

(d) If the credit union processes any of its records at any
| ocation other than its principal place of business, provide the
commi ssioner with the current nane and address of the person that
processes the records.

(7) As used in subsection (6), "records" includes audit
reports and audit working papers described in section 344 unl ess
privileged by |aw.

Sec. 203. (1) Any hearing or other proceedi ng pendi ng
before the office of financial and insurance services under
former 1925 PA 285 before the effective date of this act is
transferred to the office of financial and insurance services
under this act, and the office of financial and insurance
services shall conduct and determ ne the proceeding as foll ows:

(a) If the conm ssioner determnes that this act establishes
an identical or substantially simlar proceeding for the conduct
or act that was the basis of the proceeding under forner 1925 PA
285, the office of financial and insurance services shall conduct
and deternmi ne the proceedi ng under this act.

(b) If the comm ssioner determi nes that this act does not
establish an identical or substantially simlar proceeding for
t he conduct or act that was the basis of the proceedi ng under
former 1925 PA 285, the office of financial and insurance
services shall conduct and determ ne the proceeding in the manner
described in former 1925 PA 285.

(2) The office of financial and insurance services shal

retain all of its property, credits, books, correspondence,
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9
funds, appropriations, records, files, and other papers acquired
or retained under former 1925 PA 285.

(3) An order or —+ule— declaratory ruling issued by the
commi ssi oner under forner 1925 PA 285 that is in effect on the
effective date of this act shall continue in effect until
nodi fi ed, suspended, revoked, or repealed by the comm ssioner.

Sec. 212. (1) If in the opinion of the conm ssioner a
director, —e+— officer, or enployee of a domestic credit union,
or any other person who participates in the conduct of the
affairs of the donestic credit union, has commtted any violation
of law or rule or of a cease and desist order or other order of
t he comm ssioner that has becone final, or has engaged or
participated in any unsafe or unsound practice in connection with
t he donestic credit union, or has coimmtted or engaged in any
act, om ssion, or practice that constitutes a breach of fiduciary
duty —as—adirector—or—officer— of that person, and the
conmi ssi oner determ nes that the donestic credit union has
suffered or will probably suffer substantial financial |oss or
ot her damage or that the interests of its nenbers and depositors
coul d be seriously prejudiced by reason of the violation or
practice or breach of fiduciary duty, the comm ssioner nmay serve
upon the —direector—or—officer— person a witten notice of
intention to renove —the— that person fromoffice.

(2) If in the opinion of the comm ssioner a director,
of ficer, or —ether—personis—participating— enpl oyee of a
domestic credit union, or another person who participates or has

participated in the conduct of the affairs of —a— the donestic
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10
credit union, —andthat—person— has engaged in conduct or
practice with respect to the donestic credit union or another
busi ness organi zation that resulted in substantial financial |oss
or other damage, or is otherwise unfit to participate in the
conduct of the affairs of the donmestic credit union, the
conmi ssi oner may serve upon that person a witten notice of
intention to renove the person fromoffice or to prohibit the
person's further participation in any manner in the conduct of
the affairs of —the— any donestic credit union.

(3) If the conm ssioner considers it necessary for the
protection of a domestic credit union or the interests of its
shar ehol ders or depositors that a person served with a notice of
i ntention under subsection (1) or (2) is suspended fromoffice or
prohi bited fromfurther participation in any manner in the
conduct of the affairs of the donestic credit union, the
commi ssi oner nmay serve upon that person a witten notice
suspendi ng himor her fromoffice or prohibiting himor her from
further participation in any manner in the conduct of affairs of
t he donestic credit union. A suspension or prohibition is
ef fective upon service of the notice and unl ess stayed by a court
in a proceedi ng under section 213 remains in effect until the
adm ni strative proceedi ngs agai nst the person are conpl eted and
t he commi ssi oner disnm sses the charges specified in the notice,
or until the effective date of the order if an order of
suspensi on or prohibition is issued. The conm ssioner shall also
serve a copy of the notice on the donestic credit union.

(4) A notice of intention to renove a person fromoffice or
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to prohibit participation in the conduct of the affairs of a
donestic credit union shall contain a statement of the facts
constituting grounds for the renmoval, and fix a tine and pl ace
for a hearing. Except as otherw se approved by the conm ssi oner
t he hearing shall be held not earlier than 30 days nor later than
60 days after the date of service of the notice. The failure of
a person to appear at the hearing in person or by a duly
authorized representative is consent to the issuance of an order
of renoval or prohibition. |[If the person consents, or if after
t he hearing the comm ssioner finds that any grounds specified in
t he notice have been established, the comm ssioner may issue an
order of suspension or renoval fromoffice, or prohibition from
participation in the conduct of the affairs of the donestic
credit union, as appropriate. An order based on the finding of
the comm ssioner is effective on the thirty-first day after
service on the donestic credit union and the person concer ned.
An order by consent is effective at the time specified in the
order. An order is effective and enforceable unless it is
stayed, nodified, term nated, or set aside by the conm ssioner or
a review ng court.

Sec. 214. (1) If a person participating in the conduct of
the affairs of a domestic credit union is charged in any
information, indictnent, warrant, or conplaint by a county,
state, or federal authority with the comm ssion of, or
participation in, a felony involving dishonesty or breach of
trust, the comm ssioner nay by witten notice served on the

person suspend the person fromoffice or prohibit the person from
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further participation in any manner in the conduct of the affairs
of the donestic credit union. The conm ssioner shall also serve
a copy of the suspension or prohibition on the donmestic credit
union. A suspension or prohibition is in effect until the
information, indictnent, warrant, or conplaint is finally
di sposed of or until term nated by the conmm ssioner

(2) If a judgment of conviction with respect to —the— an
of fense described in subsection (1) is entered agai nst —the— a
person, —and-—when— after the judgnent is not subject to further
appel l ate review, the comm ssioner may issue an order renoving
t he person fromoffice or prohibiting the person fromfurther
participation in the conduct of the affairs of —the— any donestic
credit union. —wtheutthe consent—of the commssioner—Fhe— |f
an order described in this subsection is issued, the person nust
obtain the prior consent of the conmm ssioner before participating
in any manner in the conduct of the affairs of any donestic
credit union.

(3) A person —+s— renoved fromoffice —as—adirector—or
of ficer—of the dorestic—ecredit—union— under subsection (2) is
removed when a copy of the order is served upon the donestic
credit union.

(4) Afinding of not guilty or other disposition of the
charge does not preclude the comm ssioner frominstituting
proceedi ngs to suspend or renove —the— a person fromoffice or to
prohi bit further participation in the affairs of a donestic
credit union —affai+rs— under section 212(1), (2), or (3).

Sec. 217. (1) A person who is the subject of an outstanding
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and effective notice or final order for a violation of section
212(1), (2), or (3), section 214, or for a violation of any other
law of this state that contains a grant of enforcenent powers to
t he conmmi ssioner or the office of financial and insurance
services, shall not do any of the foll ow ng:

(a) Participate in any manner in the conduct of the affairs
of the donestic credit union involved other than voting as an
i ndi vi dual nenber of the donestic credit union.

(b) Serve or act as —a—direetor—offiecer— an official or
enpl oyee of any donestic credit union.

(2) A person who violates subsection (1) is guilty of a
m sdenmeanor puni shabl e by inprisonnent for not nore than 1 year
or a fine of not nore than $5,000.00, or both.

(3) A person who willfully or intentionally violates any
provision of this act for which specific punishment is not
provi ded under this act is guilty of a m sdeneanor and shall be
i nprisoned for not nore than 6 nonths or shall be fined not |ess
t han $500. 00 or nore than $5, 000. 00, or both.

Sec. 234. (1) Except as provided in subsection (3), a
transfer of or lien on the property or assets of a donestic
credit union is voidable by a receiver appointed under this part
if the transfer or lienis 1 or nore of the foll ow ng:

(a) Made or created within 1 year before the date the
donmestic credit union is ordered A into receivership if the
receiving transferee or lien holder was at the time an
—affiHate—officer—director— official or enployee of the

donestic credit union or an affiliate of the donestic credit
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uni on.

(b) Made or created on or within 90 days before the date the
donmestic credit union is ordered in receivership with the intent
of giving to a creditor or depositor, or enabling a creditor or
depositor to obtain, a greater percentage of the claimnt's debt
than is given or obtained by another claimnt of the sane class.

(c) Accepted after the donestic credit union is ordered in
recei vership by a creditor or depositor having reasonabl e cause
to believe that a preference wll occur

(d) Voidable by the domestic credit union and the donestic
credit union may recover the property transferred or its val ue
fromthe person to whomit was transferred or froma person who
has received it, unless the transferee or recipient was a bona
fide hol der for value before the date the donestic credit union
was ordered in receivership

(2) A person acting on behalf of the domestic credit union,
who know ngly has participated in inplenenting a voi dabl e
transfer or lien, and each person receiving property or the
benefit of property of the donestic credit union as a result of
the voidable transfer or lien, is personally liable to the
receiver for the property or benefit received.

(3) A receiver appointed under this part shall not void an
ot herw se voidable transfer under this section if any of the
foll ow ng apply:

(a) The transfer or |lien does not exceed the val ue of
$1, 000. 00.

(b) The transfer or lien was received in good faith by a
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person who gave value and who is not a person described in
subsection (1)(a).

(c) The transfer of lien was intended by the domestic credit
union and the transferee or lien holder as, and in fact
substantially was, a contenporaneous exchange for new val ue given
to the donestic credit union.

(4) As used in this section, "preference" neans a transfer or
grant of an interest in the property or assets of the donestic
credit union that is either of the follow ng:

(a) Made or incurred with the intent to hinder, delay, or
defraud an entity to which, on or after the date that the
transfer or grant of interest was nade, the donmestic credit union
was or becane indebted.

(b) Made or incurred for |less than a reasonably equival ent
val ue in exchange for the transfer or grant of interest if the
donestic credit union was insolvent on the date that the transfer
or grant of interest was made or becane insolvent as a result of
the transfer or grant of interest.

Sec. 301. (1) Seven individuals, a ngjority of whom are
residents of this state and all of whomare within the proposed
field of menbership of the donestic credit union, may file an
application to organi ze a donestic credit union under this act.
Thi s subsection does not apply to the organi zation of a corporate
credit union under this act.

(2) A donmestic credit union is organized in the foll ow ng
manner :

(a) The applicants shall file an application in the form
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prescribed by the conm ssioner. The application shall contain
all of the follow ng information:

(1) The nane and all proposed —t+ade— assuned nanes of the
donestic credit union.

(ii) The location of the principal place of business and any
initial branches of the donmestic credit union.

(iii) The nanmes and addresses of the applicants and the
nunber of shares subscribed by each.

(iv) The par value of the shares of the domestic credit
union. The par value of a share shall not exceed $100. 00.

(v) The proposed field of nenbershinp.

(vi) Any other information required by the conmm ssioner

(b) The applicants shall deliver the application to the
commi ssioner, with an application fee in an anmnount established by
t he conmi ssi oner.

(c) Wthin 60 days after receipt of an application or the
| ast amendnment or supplenment to the application, the conm ssioner
shall do all of the follow ng:

(i) Exam ne the information contained in the application and
conduct any investigation the comm ssioner considers necessary
pertaining to the organization of the new donestic credit union.

(ii) Determ ne whether the organization of the proposed
donestic credit union will benefit its nenbers.

(i1ii) Determ ne whether a federal agency authorized to insure
share and deposit accounts has issued a firmcomitnment to
provi de that insurance for the donestic credit union.

(iv) Determ ne whet her organi zation of the donmestic credit
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union is consistent with the purposes of this act.
(v) Approve or disapprove the proposed field of nenbership
only on the basis of safety and soundness.
(d) The comm ssi oner approves or di sapproves of the
organi zati on of the donestic credit union.
(e) If the conm ssioner approves, he or she issues a

certificate of approval.

(3) The decision to approve or disapprove of the organi zation

of a donestic credit union under subsection (2) is discretionary

with the conm ssioner. The conmm ssioner shall notify the

applicants of his or her decision. |If the comm ssioner approves,
he or she shall issue a certificate of organization and approved
byl aws of the domestic credit union. |If all of the organizers

sign the certificate of organization and adopt the bylaws and
return the certificate of organization and byl aws to the
conmi ssi oner, the conm ssioner shall issue the certificate of
approval authorizing the commencenent of business. |If the
conmm ssi oner di sapproves, he or she shall state the reasons for
t he decision and the applicant may request a hearing to

reconsi der the decision before the conm ssioner within 30 days
after the mailing of a copy of the decision to the applicants.
Wthin 10 days after receipt of a request for a hearing to
reconsi der, the comm ssioner shall set a date for the hearing
that is within 60 days after the date the request was received.
If the comm ssioner does not approve the organization of the
domestic credit union after the hearing to reconsider, the

applicants may file an appeal of the comm ssioner's decision in
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the circuit court for the county stated in the application as the
| ocation of the principal office of the donestic credit union or
in the circuit court for Inghamcounty within 30 days after the
date of mailing by certified mail of a copy of the decision to
the applicants. |If the applicants appeal to the circuit court,
t he conm ssioner shall retain the exhibits introduced at the
hearing and shall forward themto the circuit court. The
applicants shall pay the cost of preparation of the
st enographer's record of the hearing to reconsider.

(4) If a certificate of approval authorizing a donmestic
credit union to commence business is issued under subsection (2),
the donestic credit union is organi zed for purposes of this act.

(5) The comm ssioner shall retain the original certificate of
organi zation and the original bylaws. The comm ssioner shal
deliver the certificate of approval and a copy of the approved
byl aws to the domestic credit union.

(6) The comm ssioner shall prescribe the formof the
certificate of organization and the bylaws and shall furnish them
upon request to a domestic credit union or a person who is
consi dering organi zati on of a donestic credit union.

Sec. 302. Two or nore credit unions nmay file an application
to organi ze a corporate credit union —inAthisstate whose field
of menbership ts conposed prinmarily of credit unions under this
act .

Sec. 304. (1) A donestic credit union may change the
| ocation of its principal place of business within this state if

it provides the conmi ssioner with witten notice at |east 30 days
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before the change of | ocation.

(2) A domestic credit union shall file the address of the
princi pal place of business and the —name—of the treasurer—and
general—manager— nanes and titles of the officials and senior
managenent enpl oyees of the domestic credit union with the

conmi ssioner on a form prescribed by the comm ssioner. |If the

» neinal ol busi
treasurer—or—general—anager— nane or title of an official or

seni or managenent enpl oyee of a donestic credit union changes,
the credit union shall provide the —eemm-ssion— conmm ssioner with
witten notice of the change within 3 business days after the
change.

(3) A donmestic credit union may establish and naintain
branches. The credit union shall provide witten notice to the
conmm ssioner of the location of a branch before establishing the
br anch.

(4) A donmestic credit union and 1 or nore donestic or foreign
credit unions or other financial organizations may establish and
mai ntain service centers. One or nore of the financia
organi zations that establish a service center nay operate the
service center, or the financial organizations organi zing the
service center may contract with another person to operate the
service center. A donmestic credit union may refer to a service
center as a branch.

(5) Subject to all of the following, a donestic credit union
may adopt or change 1 or nore —t+rade— assuned nanes:

(a) The domestic credit union shall give witten notice of
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—the— a proposed —t+rade— assuned nane to the conm ssioner at
| east 30 days before using the —trade— assuned nane.

(b) The comm ssioner may deny a donestic credit union the
right to use —a—giventrade— an assuned nane or term nate a
credit union's right to use —atrade— an assuned nane if the
conmi ssi oner determ nes that the assunmed nane is confusing or
m sl eadi ng or for any other reason.

(c) A donmestic credit union using —atrade— an assuned name
shall clearly and conspi cuously disclose the —+tegal— nane of the
credit union and the —trade— assunmed nane in all signs,
advertising, mailings, and simlar materials and shall clearly
and conspi cuously disclose the —trade— assunmed nane and the
—tegal— nane of the credit union in all |egal docunents,
certificates of deposit, signature cards, |oan agreenents,
account statenents, checks, drafts, and other simlar docunents.

(d) -Atrade— An assuned nane may not contain the phrase
"credit union".

Sec. 307. (1) If a donestic credit union files a suspicious
activity report with an agency of the federal governnent, the
credit union shall also within 24 hours file a copy of the
suspicious activity report with the departnent of state police.

(2) A donmestic credit union may file the suspicious activity
report with the departnment of state police under subsection (1)
in any manner allowed by federal |aw or regulation or in any
ot her manner acceptable to the departnment of state police.

(3) Except for a violation of —seetien-5318(g)—oftitle 31
of the Uni-ted-States Code—31-U-S-C—5318— 31 USC 5318(g), a
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donestic credit union or —a—direetor—offiecer— an official,
enpl oyee, or agent of the donestic credit union is not liable in
any civil or governnmental action for filing a copy of a
suspicious activity report under this section or failing to
noti fy an account hol der or any other person of the filing.

Sec. 331. (1) A domestic credit union may voluntarily
di ssol ve under subsection (2) or be involuntarily dissolved under
subsection (3).

(2) A donmestic credit union may voluntarily dissolve if all
of the following are net:

(a) At |least 30 days before the vote described in subdivision
(b), the credit union board mails a notice to each nmenber of the
domestic credit union that it is considering dissolution. The

credit union board shall not include the notice with any ot her

mai ling sent to the nmenber. The notice shall include all of the
fol | ow ng:

(1) A brief explanation of why the board is considering
di ssol uti on.

(i) A brief sunmary of the major positive and negative
effects of the proposed dissolution.

(1i) A request for witten conments on the proposed
di ssol uti on.

(b) By an affirmative vote of 2/3 of all of the directors
entitled to vote, the credit union board approves of a plan of
di ssolution and submts the plan and any nmenber conments to the
conmmi ssioner for prelimnary review.

(c) Before the vote of the nenbers under subdivision (g), the
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commi ssioner reviews the dissolution plan and any nenber conmments
on the dissolution plan and grants prelimnary approval. The
conmi ssioner shall grant prelimnary approval of the dissolution
plan only if the comm ssioner is satisfied of all of the
fol |l ow ng:

(1) The dissolution plan adequately discloses to the nenbers
i nformati on concerning the advantages and di sadvant ages of the
proposed di ssol ution.

(1i)) The dissolution does not circunvent a pending
supervisory action that is initiated by the conm ssioner or
anot her regul atory agency because of a concern over the safety
and soundness of the donestic credit union.

(iii) The dissolution plan does not provide any official or
enpl oyee of the donmestic credit union with any remuneration or
ot her econom c benefit in connection with the dissolution of the
donestic credit union.

(d) If the comm ssioner grants prelimnary approval under
subdivision (c), the credit union board shall call a special
neeting of the nenbers to vote on the dissolution plan and mai

to each nenber notice of the neeting and proposed di ssolution 90

days and 60 days before the date of the special neeting. Each
noti ce shall include all of the foll ow ng:

(i) A summary of the positive and negative effects of the
proposed di ssol uti on.

(ii) A statenent that the —direetoers— officials and enpl oyees
wi Il not receive any renuneration or other econom c benefit in
connection with the dissolution of the domestic credit union
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(iii) A statement that any interested person may obtain nore
detail ed i nformati on about the dissolution fromthe domestic
credit union at its principal place of business or by any nethod
approved i n advance by the conm ssi oner.

(iv) A statenment that the credit union board may
substantively anend the proposed plan of dissolution before the
speci al neeting based on comments fromregul atory authorities or
any other reason and that the credit union board may term nate

t he proposed plan of dissol ution.

(v) Instructions for obtaining a copy of the dissolution
pl an.

(vi) The date of the special neeting and a statenent that the
vote on the dissolution will close on that date.

(vii) Any other information required by the commi ssioner.

(e) Thirty days before the special neeting of the nenbers,
the credit union board mails a notice of the neeting and proposed
di ssolution. The notice shall include all of the information
descri bed in subdivision (d) for the 90-day and 60-day noti ces
and shall include the date, tine, and place of the special nenber
neeting, a ballot and postage-paid return envel ope, and a sunmary
of the nethods permtted for casting votes.

(f) I'f the plan of dissolution is substantively amended by
the credit union board, at |east 30 days before the vote of the
menbers on the plan the credit union board shall nmail a notice to
each menber. The notice shall contain the information concerning
t he amended pl an of dissolution that is described in subdivision

(d) for a notice under that subdivision
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(g) At a special neeting of nmenbers, the nenbers approve of
t he di ssolution and the plan of dissolution by a 2/3 vote of
menbers voting. —teo—approve—ofthedissoelutionandthe planof
di-ssoelution— A nenber may vote in person or by mail. Wth the
prior approval of the conm ssioner, a donestic credit union may
accept nenber votes by an alternative nethod that is reasonably
calcul ated to ensure each nenber has an opportunity to vote.

(h) The donestic credit union files with the conm ssioner al
of the follow ng:

(i) Certified copies of records of all proceedings held by
the credit union board and nenbers of the donmestic credit union.

(1i)) Copies of nenber comments submitted to the donestic
credit union under subdivision (a)(iii).

(iii) I'f that consent or approval is required, a certified

copy of the consent or approval of a federal regulatory

authority.
(i) I'f subdivisions (a) through (h) are net and the
conmi ssi oner determ nes that the notices to nenbers were

accurate, tinely, and not m sl eading and that conduct of the vote
on the dissolution plan was fair and |lawful, the comm ssioner
shal | approve the dissolution and the credit union board may
i npl enent the dissolution plan

(3) If the comm ssioner determ nes that a donestic credit
union is insolvent or revokes the donmestic credit union's
certificate of organization under section 201(4), the
commi ssioner may involuntarily dissolve the donestic credit union

and ei ther appoint a receiver under part 2 of article 2 or
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appoint a conservator under part 3 of article 2.

Sec. 341. (1) The organi zers shall hold an organi zati onal
meeting of a donestic credit union organized under this act. The
organi zati onal neeting of the donestic credit union is the first
annual neeting of the nenbers required under section 351

(2) Each nenber of the credit union board of a domestic
credit union shall be a nenber of the domestic credit union. The
byl aws shall establish the nunber of directors, but a credit
uni on board nust consist of 5 or nore individuals. A director
shall hold office for the termestablished in the byl aws and
until a successor takes office.

(3) If the bylaws of a donestic credit union provide for a
credit conmittee or a supervisory conmittee, that conmttee shal
consist of 3 or nore individuals and may have alternate comm ttee
menbers, as established in the bylaws, each of whomis a nenber
of the donestic credit union. The bylaws shall provide whether
the credit union board rmay appoint or the nenbers nmay el ect
comm ttee nmenbers and their terns of office and the duties of the
commttee. Except as provided in section 345, a current
director, officer, loan officer, credit commttee nenber, or
ot her enpl oyee of the donestic credit union shall not serve on
t he supervisory conmttee.

(4) If the bylaws of a donestic credit union do not provide
for a credit commttee or a supervisory conmttee, the credit
uni on board shall performthe duties of the credit conmttee or
t he supervisory conmttee or delegate those duties as it

consi ders advi sabl e.
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(5) A corporate credit union organized under this act shal
have at | east 1 menber of the credit union board, the supervisory
commttee, if any, and the credit conmttee, if any, who is a
resident of this state.

(6) A domestic credit union shall provide the conm ssioner
with a record of the nanes and addresses of the nmenbers of the
credit union board and the nmenbers of the credit and supervisory
commttees, if any, within 30 days after their election.

(7) If the conm ssioner considers it appropriate, the
commi ssioner nmay call a neeting of the credit union board, for
any purpose, by giving a notice of the time, place, and purpose
of the neeting at |least 3 days prior to the neeting to the
directors. The comm ssioner shall deliver the notice to their
| ast known addresses as shown by the books of the donestic credit
uni on.

(8) Each individual elected or appointed to serve as a
di rector, —eredit— supervisory committee nmenber, or —supervisory
credit conmttee nenber of a domestic credit union, or as a
menber of any other commttee that perforns significant ongoing
functions relating to the ongoi ng operations of the domestic
credit union, shall neet all of the following criteria:

(a) He or she is a nenber of the domestic credit union, in
good standing according to reasonable criteria established by the
credit union board.

(b) He or she is acceptable as a bonding risk by a bonding
conpany licensed to do business in this state.

(c) He or she has not been renoved as a director, officer,
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commttee nmenber, or enployee of a financial institution by a
federal regulator, a state regulator other than the conmm ssi oner
or a court of conpetent jurisdiction.

(d) The comm ssioner has not renoved himor her as a
director, officer, conmttee nenber, or enployee of a credit
union, financial institution, or other legal entity pursuant to
t he conmi ssioner's enforcenment powers under any |law of this
state.

(e) He or she has not been convicted within the precedi ng 20
years of a crine involving dishonesty or breach of trust.

(f) He or she is not habitually negligent in paying his or
her financial obligations as determ ned by criteria reasonably
established by the credit union board.

(g) He or she has not been convicted by a court of conpetent
jurisdiction of a violation, or found in violation by a court of
conpetent jurisdiction or the comm ssioner, of any law of this
state enforced or adm nistered by the conm ssioner.

(9) If an individual no | onger neets —anry— 1 or nore of the
requi renents of subsection (8) while serving as a director
—eredi-t— supervisory comittee nenber, or —supervisory— credit
comm ttee nmenber of a donestic credit union, or as a nmenber of
any other commttee that perforns significant ongoing functions
relating to the ongoi ng operations of the domestic credit union,
he or she is immediately renoved fromthat office w thout further
action of the nmenbers or credit union board and the domestic
credit union shall appoint or elect a replacenent to fill the

vacancy in the manner described in the byl aws.
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Sec. 342. (1) At its first neeting, the credit union board
shall elect fromthe credit union board nenbers a chai rperson,

vi ce-chai rperson, treasurer, and secretary. An individual may
serve as both treasurer and secretary. A credit union may refer
to these officers by different titles. The credit union shal
establish the duties of all of the officers of the credit union
inits byl aws.

(2) A credit union board has general managenent of the
affairs of the donestic credit union. The credit union board has
the authority and responsibility for the general direction of the
busi ness affairs, funds, and records of the donestic credit union
and is responsible for maintaining its safety and soundness. The
duties of the credit union board include, but are not limted to,
t he duties described in subsection (3) or (4).

(3) The credit union board shall performall of the follow ng
duties, which the credit union board may not del egate to anot her
person or commttee:

(a) Except as provided in section 345(3), filling a vacancy
on the board until a successor is elected by the nmenbers.

(b) Establishing the maxi mum i ndi vi dual sharehol di ngs of
menbers.

(c) Establishing the nmaxi num anount of secured and unsecured
| oans made by the donmestic credit union, subject to section
423(12) and any limtations under the bylaws of the domestic
credit union adopted and approved by the comm ssioner.

(d) Enploying a general manager and fixing his or her

conpensati on.
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(e) Approving an annual operating budget.

(f) Acquiring, selling, or encunbering real property.

(g) Appointing special conmittees as the board deens
necessary.

(h) Borrowi ng noney under section 401(2)(j).

(1) Fixing the amount of the surety bonds for all officers
and enpl oyees handl i ng noney.

(j) Determ ning the par val ue of shares under section 301.

(k) Recommendi ng changes in the bylaws to the nenbers.

(1) Specifying forms and procedures for applications for
menbership and set criteria for use in determ ning whether to
accept an applicant into menbership.

(m Adopting investnment policies.

(n) Adopting other policies necessary for the operation of
t he donestic credit union.

(o) Establishing the titles of the officers holding the
positions described in this section. The credit union board
shall not establish any msleading titles for officers.

(p) Meeting at | east once every 62 days and at |east 9 tines
each cal endar year, in person or by neans of electronic
communi cation devices that enable all participants in a neeting
to communi cate simultaneously with each ot her

(q) Performng any other duties required by the nenbers.

(4) A credit union board shall perform or delegate to the
general manager of the domestic credit union according to
gui del i nes established by the credit union board that may include

the authority to further delegate 1 or nore duties, all of the
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foll ow ng duties:

(a) Approving, disapproving, or otherw se acting on
appl i cations for nenbership.

(b) Determining the interest rates on | oans and on deposits.

(c) Hring enpl oyees other than the general nanager and
fixing their conpensati on.

(d) Making and selling investnents according to investnent
policies adopted by the board.

(e) Designating 1 or nore depositories for funds.

(f) Establishing procedures to inplenent policies of the
credit union board.

(g) Establishing internal controls as necessary.

(h) Determ ning the anount of a dividend after providing for
any required reserves and declaring the dividend.

(5) A credit union board may do any of the follow ng:

(a) By resolution, designate a general manager and define his
or her duties.

(b) Appoint an executive conmttee that consists of not fewer
than 3 directors. An executive conmttee nmay act on any natter
specifically authorized by the board.

(c) Renove a director by a 2/3 vote of the credit union
board, for cause or for any reason set forth in the bylaws. In
addition to renoval under section 341(9), the donestic credit
union's bylaws may al so provide for imedi ate renoval of a
director fromthat office without further action of the nenbers
or credit union board if 1 or nore events specified in the byl aws

occur.
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(d) If the donestic credit union does not have a supervisory
commttee, renbve a credit commttee nmenber by a 2/3 vote of the
credit union board.

(e) If there is no supervisory conmittee, suspend a nenber of
the credit union board by a 2/3 vote of the credit union board.
If a nmenber of the credit union board is suspended under this
subdi vi sion or section 345(2), the remai ning directors shal
report the suspension and the cause for the suspension to the
conmi ssioner within 3 days and shall call a special nenbers
neeting that shall take place not less than 7 or nore than 45
days after the suspension. At the special nmenbers' neeting, the
remai ning directors shall report the cause for the suspension,
t he suspended director has the right to be heard, and the nmenbers
shal | deci de whether to sustain or reverse the action of the
supervisory commttee or the credit union board. |If the nenbers
sustain the action, they shall replace the suspended board nenber
at the special nenbers' neeting. |If a supervisory commttee
suspends a mgjority of the credit union board under section
345(2), the remaining board nenbers have general managenent of
the affairs of the domestic credit union until the suspended

board nmenbers are reinstated or replaced at the special nenbers

neeti ng.
(f) Suspend or renove a nenber of the supervisory commttee
for failure to performhis or her duties in accordance with this

act, the certificate of organization, or the bylaws by a 2/3 vote
of the credit union board.

(g) By a mpjority vote, suspend or renove any officer from

06718' 04 DAM



© 00 N o o0 B~ W N P

N RN N N N N NN R P R B R R R R R R
~N OO o0 A O WON PP O O 00O N O 0o rd N - O

32
his or her duties as an officer.

(6) A nenber of the credit union board or of the credit or
An individual elected or appointed to serve as a director,
supervisory commttee —+f—any— nmenber, or credit comittee
menber of a donmestic credit union, or as a nenber of any ot her
commttee that perforns significant ongoing functions relating to
t he ongoi ng operations of the donestic credit union, shall not
recei ve conpensation for his or her service as a board or
conmi ttee nmenber

(7) If a loan made to or cosigned, endorsed, or guaranteed by
a director or a nenber of the supervisory, credit, or other
commttee is nore than 2 nonths delinquent, the individual is
automatically renmoved fromhis or her position as director or
commttee nmenber and he or she is ineligible to serve as a
director or commttee nenber for 2 years. The comm ssioner nay
wai ve the application of this provision in a given situation if
t he conmi ssioner determines that it is in the best interests of
t he donestic credit union to do so.

(8 A mjority of the credit union board constitutes a quorum
for the transaction of business.

(9) Unless specifically prohibited by the bylaws, if this act
requires or allows a credit union board to take an action at a
neeting, the board nay take that action without a neeting if a
consent in witing setting forth the action taken is signed by
all of the directors entitled to vote on that matter. A witten
consent under this subsection shall contain 1 or nore witten

approval s, each of which sets forth the action taken and bears
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the signature of 1 or nore directors. The directors shal
deliver their signed approvals to the secretary, and he or she
shall file themin the corporate records of the donestic credit
union. An action taken by witten consent under this subsection
is effective when all the directors have approved the consent
unl ess the consent specifies a different effective date. A
consent signed by all the directors has the same effect as a
unani nous vote, and the donmestic credit union nmay represent that
the action was approved by a unani nous vote in any docunent filed
with the comm ssioner under this act.

(10) A director when el ected or appointed shall take and
subscribe an oath that he or she will diligently and honestly
performthe duties of the office and will not know ngly viol ate,
or permt to be violated, any provisions of this act. The
secretary shall file the oaths in the corporate records of the
donestic credit union.

Sec. 345. (1) A donestic credit union may have a
supervisory commttee. |f authorized by the bylaws, 1 director
who is not an officer of the donestic credit union nay serve as a
nmenber of the supervisory comrittee. QOherw se, a director nay
not serve as a nenber of the supervisory commttee.

(2) If a domestic credit union has a supervisory conmittee,
t he supervisory conmttee nay do any of the foll ow ng:

(a) By mpjority vote, call a special neeting of the nenbers
to consider any matter subnmitted to the special neeting of the
nmenbers by the conmttee.

(b) By a unani nous vote, suspend any nenber of the credit
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commttee and report the suspension and the reason for the
suspension to the credit union board. At its next neeting, the
credit union board shall vote on whether to renove or reinstate
t he suspended credit committee nmenber. A 2/3 vote of the credit
uni on board is required to renove the suspended credit committee
menber.

(c) By a unani nous vote, suspend a nenber of the credit union
board for cause.

(d) Access any credit union records.

(3) If a donestic credit union has a supervisory conmttee
and the nmenbers elect the conmttee, the conmttee shall fill
vacancies on the commttee until the next annual neeting of the
menbers. |If a donestic credit union has a supervisory committee
and the credit union board appoints the conmttee, the credit
uni on board shall fill vacancies on the supervisory conmttee.

Sec. 352. (1) The menbership of a donmestic credit union is
conpri sed of each person that organi zed the donestic credit
uni on, and each person that neets all of the follow ng:

(a) The person belongs to a group of persons that is within
t he donestic credit union's field of nenbership

(b) The person is accepted by the donestic credit union as a
menber .

(c) The person pays any entrance or nenbership fee required
by the donestic credit union.

(d) The person pays for 1 or nore shares, including a
menbership share if the domestic credit union requires ownership

of a nenbership share.
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(e) The person conplies with any other requirenent for
menber ship contained in the donestic credit union's byl aws.

(2) The credit union board of a donestic credit union shal
establish the field of nmenbership for a donestic credit union.
The field of nmenmbership shall consist of 1 or nore of the
fol |l ow ng:

(a) One or nore groups of any size that have a common bond of
occupation, association, or religious affiliation.

(b) One or nore groups conposed of persons whose common bond
is residence, enploynment, or place of religious worship within a
geographi c area conposed of 1 or nore school districts, counties,
cities, villages, or townshi ps.

(c) One or nore groups whose conmon bond is comon interests,
activities, or objectives.

(3) One or nore credit unions may serve 1 or nore groups
descri bed in subsection (2).

(4) A credit union board that establishes or revises the
field of menbership of the donmestic credit union shall submt the
proposed or revised field of nenbership to the conm ssioner for
approval on an application form provided by the conm ssi oner
The conmi ssioner shall pronptly notify an applicant when he or
she determi nes that an application is conplete and the date of
that determnation. |f the application seeks to revise a field
of menbership to include 1 or nore groups described in subsection
(2)(b), the comm ssioner may require that the applicant provide
additional information regarding the cormmon bond of persons

wi thin the proposed geographical area or areas. The conm ssioner
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—by—+rule—order—or—declaratory—ruling— shall establish standards
for obtaining this additional informtion

(5) The comm ssioner has 60 days after the date of
determi nation described in subsection (4) to approve or
di sapprove of an application under subsection (4). In review ng
an application under subsection (4), the comm ssioner nust first
deternmi ne whet her the proposed field of nenbership neets the
comon bond requirenments of subsection (2). |If the conm ssioner
determi nes that the proposed field of nenbership does neet the
comon bond requirenments of subsection (2), then the comm ssioner
may only di sapprove of the application on the basis of safety and
soundness of the donestic credit union. |f the conm ssioner does
not approve or di sapprove of the application, or extend the
60- day period under subsection (6), within that 60-day peri od,
the application is considered approved as of the day after the
60- day peri od.

(6) The comm ssioner nmay extend the 60-day period described
in subsection (5) for 1 or nore additional 60-day periods for
adm ni strative reasons or to allow for public comment if the
conmi ssi oner delivers notice of each 60-day extension in witing
to the domestic credit union before the 60-day period and any
prior 60-day extensions expire. An extension notice shall
explain the reason for the extension. |If the conm ssioner does
not approve or disapprove of the application, or grant an
addi ti onal 60-day extension, within a 60-day extension period,
the application is considered approved as of the day after the

60- day extension period. The comm ssioner nmay grant any nunber

06718' 04 DAM



© 00 N o o0~ wWw N P

N N N N N N NN P P R R R R R R P
N~ o o M WON P O © 00N OO0~ WDN O

37
of 60-day extensions, but the donestic credit union may treat any
extension after the third 60-day extension as a di sapproval of
the application and may pursue any adm nistrative or |egal
remedi es avail able for a di sapproval.

(7) If authorized in the bylaws of the donestic credit union
a nmenber that is no longer in the field of nenbership of the
domestic credit union because the field of menbership is revised
under this section, or the nenber |eaves the field of menbership
may continue as a nmenber, on the sanme basis as any other nenber,
or on a different basis if the bylaws establish a different basis
for that continued nenbership.

(8) A donmestic credit union shall respond to an application
for menbership within 30 cal endar days after receiving it. |If
t he domestic credit union determ nes that there is a sound
busi ness reason for the action, a donestic credit union may deny
nmenber ship to any applicant for menbership.

Sec. 357. (1) Acredit union board may term nate the
menbership of, or termnate sone or all services to, a nmenber who
does any of the follow ng:

(a) Causes a loss to the donestic credit union.

(b) Commts fraud or another m sdeed agai nst the domestic
credit union or —welates—anytaw- against a person on the
prem ses of the donmestic credit union

(2) Pending action by the credit union board at its next
regul arly schedul ed neeting, a donestic credit union nmay
i mredi atel y suspend any credit union services to a nmenber who

does any of the follow ng:
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(a) Causes a loss to the donestic credit union.

(b) Commts fraud or another m sdeed agai nst the donestic
credit union or against a person on the prem ses of the donestic
credit union.

(3) A nmenber may withdraw froma donestic credit union at any
tinme, but the donestic credit union nmay require a notice of
wi t hdrawal fromthe w thdrawi ng menber as a condition of
wi t hdr awal .

(4) Wen noney becones avail able, and after deducting al
anounts owed to the donestic credit union by the nmenber, a
donmestic credit union shall pay a person whose nmenbership is
term nated or who is a wi thdrawi ng nenber any anmounts paid on
shares or as deposits of the nenber and any divi dends or interest
accrued on the shares or deposits before the date of paynent.

(5) Unless the withdrawal of a menber occurs on a maturity
date or within 7 days after a maturity date, a donmestic credit
union may require that a withdrawi ng nenber give a 60-day notice
of intention to w thdraw shares or a 30-day notice of intention
to withdraw deposits. A domestic credit union that requires a
notice of intention to withdraw may wait until the expiration of
the applicable notice period before conplying with subsection
(4). A domestic credit union may wai ve an applicabl e notice
period for a specific nmenber or account in witing.

(6) After a termination or withdrawal under this section, the
former menber has no rights in the donmestic credit union, but the
term nation or wthdrawal does not release the fornmer nmenber from

any remaining liability to the donmestic credit union.
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Sec. 371. (1) Two or nore donestic credit unions may merge
into 1 of the credit unions, or into a nemy forned donestic
credit union, if all of the follow ng are net:

(a) The credit union board of each constituent credit union
by majority vote adopts a plan of nmerger that includes all of the
fol |l ow ng:

(i) The nanme of each constituent credit union and the nane of
the surviving credit union.

(ii)) The ternms and conditions of the proposed nerger,

i ncl udi ng the manner and basis of converting the nenber shares in
each constituent credit union into nenber shares in the surviving
credit union, or into cash or other property, or into a

conbi nati on of shares, cash, or other property.

(iii) A statenent of any anendnent to the certificate of
organi zation of the surviving credit union affected by the nerger
or a statenment that no changes are to be made in the certificate
of organization of the surviving credit union.

(iv) Any ot her provisions concerning the proposed nerger that
t he constituent credit unions consider necessary or desirable.

(b) If the credit union board of each constituent credit
uni on adopts the plan of nerger, the constituent credit unions
submit the plan of nmerger to the comm ssioner. Each constituent
credit union shall submt the tine and place of the neeting of
the credit union board at which it approved the plan, the vote of
the directors on approving the plan, and a copy of the resolution
of the credit union board approving the plan to the conm ssi oner

with the plan of nerger
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(c) Subject to subsection (6), the nmenbers of each
constituent credit union except the surviving credit union
approve the plan of nerger, at a special nenbership neeting
called for that purpose or by mail ballot. |If the vote is held
at a special nenbership neeting, the credit union board shal
provi de each nenber with witten notice of the neeting that
states the purpose of the neeting, at |east 10 days and not nore
than 30 days before the neeting. The plan of merger is approved
if a mjority of the nenbers of the constituent credit union who
vote on the nmerger vote in favor of the nerger.

(d) If the nenbership of a constituent credit union approves
of a plan of nerger under subdivision (c), the credit union shal
notify the conmm ssioner that the plan of nerger is approved, the
vote by which the nenbers approved the plan, and a copy of the
nmeeting notice if the plan was approved at a special nenbership
neeting or the ballot and mailing date and closing date if the
pl an was approved by mail ballot of the nenbers.

(e) The comm ssioner grants final approval of the plan of
nmerger. The conm ssioner shall grant final approval of the plan
if all of the requirenents of subdivisions (a) to (d) are net.

(2) One or nore donestic credit unions may nmerge with 1 or
nore foreign credit unions if both of the follow ng are
sati sfi ed:

(a) The merger is permtted by the Iaw of the jurisdiction
under whose | aw each foreign constituent credit union is
organi zed and each foreign constituent credit union conplies with

that law in effecting the nerger.
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(b) Each donestic constituent credit union conplies with
subsection (1).

(3) If a plan of nerger under subsection (1) or (2) is
approved, each constituent credit union shall execute and file a
certificate of nerger with the conm ssioner that contains all of
the foll ow ng:

(a) The statenents required in subsection (1)(a)(i) and
(iii) .

(b) A statenent that the plan of nerger has been approved by
t he nenbers of the constituent credit unions required to vote
under subsection (1)(c).

(c) A statenent of any —trade— assumed names the surviving
credit union will use in this state if the conm ssioner
approves. The statenent shall specify each new —trade— assuned
name of the surviving credit union, each current —trade— assuned
nane the surviving entity retains, and each —trade— assuned nane
transferred to the surviving entity from another constituent
credit union.

(d) The effective date of the nmerger, if later than the date
the certificate of merger is filed. The comm ssioner shall not
accept a certificate of nmerger and the nmerger is not effective if
an effective date is specified that is nore than 90 days after
the date of filing.

(4) Wien a nerger takes effect, all of the follow ng apply:

(a) Every other constituent credit union nerges into the
surviving credit union and the separate existence of every

constituent credit union except the surviving credit union
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ceases.

(b) Al property, debts, causes of action, and other
interests of, belonging to, or due to each constituent credit
union are vested in the surviving credit union w thout further
act or deed and w thout reversion or inpairnent.

(c) The surviving credit union has all of the liabilities of
each constituent credit union.

(d) A proceedi ng pendi ng agai nst any constituent credit union
may be continued as if the nmerger had not occurred or the
surviving credit union may be substituted in the proceeding for
the constituent credit union if the existence of the constituent
credit union ceased.

(e) The certificate of organization of the surviving credit
union is amended to the extent provided in the certificate of
mer ger.

(f) The menbership shares in each constituent credit union
are converted into nenbership shares in the surviving credit
uni on, cash, or other property as provided in the plan of
nmerger. |If a person is a menber of nore than 1 of the
constituent credit unions, the person is entitled to only 1
menbership in the surviving credit union.

(g) The surviving credit union is liable for, and is subject
to service of process in a proceeding in this state for the
enforcenent of, any obligation of a donestic constituent credit
uni on.

(5) If the surviving credit union in a nmerger under

subsection (2) is a foreign credit union, and the surviving
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credit union transacts business in this state, it shall conply
with the provisions of this act concerning foreign credit
uni ons.

(6) The comm ssioner nmay wai ve the nenbership vote descri bed
in subsection (1)(c) for a constituent credit union if he or she
determines that it is in the best interests of the nmenbership of
the constituent credit union or that the constituent credit union
is insolvent or in immnent danger of becom ng insolvent.

(7) Credit unions with different fields of menbership may
nmerge under this section.

Sec. 373. (1) A domestic credit union may convert into a
nmut ual savi ngs bank or nutual savings association if all of the

followi ng are net:

(a) At |east 30 days before voting on a plan of conversion
under subdivision (b), the credit union board gives witten
notice to the credit union's nmenbers that it is considering a
conversion. The credit union board shall nmail the notice to the
credit union's nenbers and shall not include any other mailing
with the notice. The notice shall include all of the follow ng:

(i) A brief statement of why the credit union board is
consi dering the conversion

(ii) A brief statement of the major positive and negative
effects of the proposed conversion.

(1it) A request for nenbers' witten coments on the proposed
conver si on.

(b) The credit union board approves of a plan of conversion
and files the plan of conversion with the conm ssioner. An
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affirmative vote of 2/3 of the entire credit union board is
required to approve a plan of conversion. The plan of conversion
shall neet all of the follow ng:

(i) The conversion plan discloses to the nmenbers infornmation
concerni ng the advantages and di sadvant ages of the proposed
conversion and contains a statement indicating any materi al
di fferences in powers between a credit union and a nmutual savings
bank or mutual savi ngs associ ation

(ii)) The conversion is not intended to circunvent a pending
supervisory action initiated by the conm ssioner or another
regul atory agency because of a concern over the safety and
soundness of the credit union.

(iii) The conversion plan does not provide any official of
the converting credit union with any renuneration or other
econom ¢ benefit in connection wth the conversion.

(iv) After conversion, the nutual savings bank or nutual
savi ngs association is likely to be economically viable.

(c) The credit union board shall call a special neeting of
the nenbers to vote on the conversion plan and mail to each
nmenber notice of the neeting and proposed conversion 90 days —and
60—days— before the date of the special neeting. —Eaeh— The
noti ce shall include all of the follow ng:

(1) A summary of the positive and negative effects of the
proposed conversi on.

(i) A statenent that the —direeters— officials will not
receive any remuneration or other econonic benefit in connection

with the conversion of the donestic credit union.
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(iii) A statement that any interested person may obtain nore
detail ed i nformati on about the conversion fromthe donestic
credit union at its principal place of business, or by any nethod
approved i n advance by the conm ssi oner.

(iv) A statenment that the credit union board may
substantively anend the proposed plan of conversion before the
speci al neeting based on comments fromregul atory authorities or
any other reason and that the credit union board may term nate
t he proposed plan of conversion.

(v) Instructions for obtaining a copy of the conversion
pl an.

(vi) The date of the special neeting and a statenent that the
vote on the conversion will close on that date.

(vii) Any other information required by the commi ssioner.

(d) At |east 60 days before the special neeting described in
subdivision (c), the credit union board posts a copy of the
notice required in subdivision (c) in each branch, service
center, or other location in this state where nenbers may
transact business with the credit union, in at |east 12-point
type, displayed promnently in an area visible to nmenbers before
t hey transact busi ness.

(e) At |least 60 days before the special neeting described in
subdivision (c), if the credit union conducts any nenber
transactions through the use of an internet website, the credit
uni on board displays the information included in the notice
required in subdivision (c) in a conspicuous |ocation on that

websi te.
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(f) —&)— Thirty days before the special neeting of the
menbers, the credit union board mails a notice of the neeting and
proposed conversion. The notice shall include all of the
i nformati on described in subdivision (c) for the 90-day —and
60-day—netieces— notice and shall include the date, tinme, and place of
t he special nenber neeting, a ballot and postage-paid return
envel ope, and a summary of the nmethods permtted for casting
vot es.

(g) e)— If the plan of conversion is substantively anended
by the credit union board, at |east 30 days before the vote of
the nenbers on the plan the credit union board shall mail a
notice to each nenber. The notice shall contain the information
concerni ng the amended pl an of conversion described in
subdi vision (c) for a notice under that subdivision

(h) — At a special neeting of nenbers, the nenbers, by a
2/ 3 vote of nmenbers voting, —te— approve of the conversion and
t he plan of conversion. A menber may vote in person or by nail
Wth the prior approval of the comm ssioner, a donestic credit
uni on may accept nmenber votes by an alternative nethod that is
reasonably cal cul ated to ensure each nenber has an opportunity to
vot e.

(i) —¢g)— The domestic credit union files with the
conmmi ssioner all of the follow ng:

(1) Certified copies of records of all proceedings held by
the credit union board and nenbers of the donmestic credit union.

(ii) Copi es of nenber comments submitted to the donestic

credit union under subdivision (a)(iii).
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(iii) I'f that consent or approval is required, a certified
copy of the consent or approval of any state or federa
regulatory authority with jurisdiction over the nutual savings
bank or mutual savings association after the conversion and, if a
hol di ng conmpany is to be formed in connection with the
conversion, the regul ations of the federal reserve board of
governors or of the office of thrift supervision applicable to
hol di ng conpani es.

(iv) Verification that deposits in the converted nutua
savi ngs bank or mutual savings association qualify for federal
i nsur ance.

(2) If the requirenments of this section are net and the
conmi ssi oner determ nes that the notices to nenbers were
accurate, tinmely, and not m sl eading, and that conduct of the
vote on the conversion plan was fair and | awful, the conm ssioner
shal | approve the conversion and the conversion is effective.

(3) Except as otherw se required by the comm ssioner, this
section does not apply to a donestic credit union that submtted
to the conm ssioner a plan of conversion into a mutual savings
bank or mutual savings association before the effective date of
this act.

Sec. 374. (1) A domestic credit union may convert into a
bank, stock savi ngs bank, or stock savings and | oan association
if all of the followi ng are net:

(a) At |east 30 days before voting on a plan of conversion
under subdivision (b), the credit union board gives witten

notice to the credit union's nenbers that it is considering a
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conversion. The credit union board shall nmail the notice to the
credit union's nenbers and shall not include any other nailing
with the notice. The notice shall include all of the follow ng:

(i) A brief statement of why the credit union board is
consi dering the conversion

(ii)) A brief statement of the major positive and negative
effects of the proposed conversion.

(iii) A conplete and accurate description of the differences
between a credit union and a bank, stock savings bank, or stock
savi ngs and | oan associ ation, as appropriate.

(iv) A request for menbers' witten coments on the proposed
conver si on.

(b) By an affirmative vote of 2/3 of the entire credit union
board, the credit union board approves of a plan of conversion

and files the plan of conversion with the conm ssioner. The

conversion plan shall include all of the follow ng:
(i) The nenber eligibility record date and the subscription
offering priority established in connection with any proposed

stock offering.

(ii) A business plan, including a detailed di scussion of how
the capital acquired in the conversion will be used, expected
earnings for at least a 3-year period follow ng the conversion,

and a justification for any proposed stock repurchases.

(iit) A full appraisal report, prepared by an i ndependent
apprai ser, of the value of the credit union and the pricing of
the stock to be sold in the conversion transaction.

(iv) A legal opinion that any proposed stock offering
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conplies with state and federal |aw.

(v) Copies of notices to be provided to nenbers under
subdi visions (d) and (e).

(c) The conmi ssioner grants prelimnary approval of the plan
of conversion approved by the credit union board. The
conmmi ssioner shall review the contents of the plan and nenber
comments on the plan and grant prelimnary approval of the plan
if the commi ssioner is satisfied of all of the follow ng:

(1) The conversion plan discloses to the nenbers information
concerni ng the advantages and di sadvant ages of the proposed
conversion, contains a conplete and accurate description of the
di fferences between a credit union and a bank, stock savings
bank, or stock savings and | oan associ ation, as appropriate, and
contains a statement indicating any material differences in
powers between a credit union and a bank, stock savi ngs bank, or
stock savings and | oan associ ation, as appropriate.

(ii)) The conversion is not intended to circunvent a pending
supervisory action initiated by the conm ssioner or another
regul atory agency because of a concern over the safety and
soundness of the credit union.

(iit) The conversion plan does not provide any official of
the converting credit union with any renuneration or other
econom ¢ benefit in connection with the conversion.

(iv) The conversion plan does not permt the converting
credit union to loan funds or otherw se extend credit to any
person to purchase the capital stock of the bank, stock savings

bank, or stock savings and | oan associ ati on.
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(v) After conversion, the bank, stock savings bank, or stock
savi ngs and | oan association is likely to be economcally
vi abl e.

(d) If the comm ssioner grants prelimnary approval under
subdivision (c), the credit union board shall call a special
nmeeting of the nenbers to vote on the conversion plan and mail to
each nenber notice of the neeting and proposed conversion 90 days
—and—60-—days— before the date of the special neeting. —Eaeh— The
notice shall include all of the follow ng:

(1) A summary of the positive and negative effects of the
proposed conversi on.

(ii)) A statenment that the —direetors— officials will not
receive any remuneration or other econonic benefit in connection
with the conversion of the donestic credit union.

(1i) A statement that any interested person may obtain nore
detail ed i nformati on about the conversion fromthe donestic
credit union at its principal place of business, or by any nethod
approved i n advance by the conmm ssi oner.

(iv) If the conversion plan includes a distribution of a
portion of the credit union's net worth to nenbers, a statenent
descri bing the amount of the distribution, the formof the
distribution, and eligibility requirenments to receive a
di stri bution.

(v) The par val ue and approxi mate nunber of shares of capita
stock to be issued and sold under the proposed plan of
conver si on.

(vi) A statenent that savings and share account hol ders wll
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continue to hold accounts in the converted bank, stock savings
bank, or stock savings and | oan association identical as to
dol | ar armount and general terms, and that their accounts wll
continue to be insured.

(vii) A statenment that borrowers' |oans will be unaffected by
conversion, and that the anmpbunt, rate, maturity, security, and
ot her conditions will remain contractually fixed as they existed
bef ore conversi on.

(wviii) A statenment that the credit union board nmay
substantively anend the proposed plan of conversion before the
speci al neeting based on comments fromregul atory authorities or
any other reason and that the credit union board may term nate

t he proposed plan of conversion.

(iX) Instructions for obtaining a copy of the conversion
pl an.

(X) The date of the special nmeeting and a statenent that the
vote on the conversion will close on that date.

(xi) Any other information required by the conmm ssioner

(e) Thirty days before the special neeting of the nenbers,
the credit union board mails a notice of the neeting and proposed

conversion to the nmenbers. The notice shall include all of the
i nformati on described in subdivision (d) for the 90-day —and
60-day—notices— notice and shall include the date, tine, and

pl ace of the special nenber neeting, a ballot and postage-paid
return envel ope, and a sunmary of the nethods pernmitted for
casting votes.

(f) If the plan of conversion is substantively anended by the
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credit union board, at |east 30 days before the vote of the
nmenbers on the plan the credit union board shall mail a notice to
each nenber. The notice shall contain the information concerning
t he anmended pl an of conversion described in subdivision (d) for a
noti ce under that subdivision.

(g) At a special neeting of nenbers, the nenbers, by a 2/3
vote of nenbers voting, —te— approve of the conversion and the
pl an of conversion. A menber may vote in person or by nmail
Wth the prior approval of the comm ssioner, a donestic credit
uni on may accept nmenber votes by an alternative nethod that is
reasonably cal cul ated to ensure each nenber has an opportunity to
vot e.

(h) The donestic credit union files with the conm ssioner al
of the follow ng:

(1) Certified copies of records of all proceedings held by
the credit union board and nenbers of the donmestic credit union.

(ii) Copi es of nenber comments submitted to the donestic
credit union under subdivision (a)(iii).

(iii) I'f that consent or approval is required, a certified
copy of the consent or approval of any state or federa
regulatory authority with jurisdiction over the bank, stock
savi ngs bank, or stock savings and | oan association after the
conversion and, if a holding conpany is to be formed in
connection with the conversion, the regulations of the federal
reserve board of governors or of the office of thrift supervision
appl i cabl e to hol di ng conpani es.

(iv) Verification that deposits in the converted bank, stock
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savi ngs bank, or stock savings and | oan association qualify for
federal insurance.

(2) If the requirenments of this section and the regul ati ons
of the federal agency providing federal deposit insurance
regardi ng nutual -to-stock conversions are net, and the
conmi ssioner determnes that the notices to nenbers were
accurate, tinmely, and not m sleading, and that conduct of the
vote on the conversion plan was fair and | awful, the conm ssioner
shal | approve the conversion and the conversion is effective.

Sec. 382. (1) A domestic credit union shall use the
cal endar year as its fiscal year.

(2) A donmestic credit union shall follow generally accepted
accounting principles in its accounting, unless a different
accounting standard is required by state or federal statute,
rul e, or regul ation.

Sec. 386. (1) A donestic credit union shall establish and
mai ntain reserves in an anount that qualifies the donestic credit
union for insurance of its accounts under federal |aw and neets
any requirenent of the conmm ssioner.

(2) A domestic credit union shall establish allowances for
| oan and | ease | osses account based on its reasonably foreseeable
| oan and | ease | osses and shall maintain the account in
accordance with generally accepted accounting principles. A
donestic credit union shall charge a | oan or |ease or any portion
of a loan or |lease to the allowance for |oan and | ease | osses
account if any of the follow ng occur:

(a) The credit union board considers the | oan or |ease or any
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portion of a | oan or |ease uncollectible.

(b) The loan or lease is 12 or nore contractual paynents
del i nquent, the borrower has not made a contractual paynent in
t he past 90 days, and the donestic credit union has not
instituted judicial proceedings to collect the | oan or |ease.

(c) The comm ssioner orders the donmestic credit union to
charge the |l oan or | ease or any portion of a |loan or |ease to the
al | onwance for loan and | ease | osses account.

(3) A donmestic credit union shall establish special reserves
to protect the interests of nmenbers if required by rule of the
commi ssioner or if the credit union board or the comm ssioner
deci de that a special reserve is necessary to protect the
interests of the nenbers concerning a specific event.

(4) This section applies to a corporate credit union
organi zed under this act only to the extent the conm ssi oner
deternmines is necessary to protect the interests of the nenbers
and ot her share and deposit account hol ders of the corporate
credit union.

Sec. 401. (1) A donestic credit union has the powers
described in this section, specified or inplied by this act, and
specified in any other law of this state.

(2) A domestic credit union has all of the follow ng powers:

(a) To enter into contracts.

(b) To sue and be sued.

(c) To adopt and alter a seal.

(d) To individually or jointly with other credit unions,

purchase, |ease, or otherw se acquire and hold tangi bl e persona

06718' 04 DAM



© 00 N o o0~ wWw N P

N N N N N N NN P P R R R R R R P
N~ o o M WON P O © 00N OO0~ WDN P O

55
property necessary or incidental to its operations. A domestic
credit union shall depreciate or appreciate personal property in
the manner and at the rates the conm ssioner prescribes by rule,
order, or declaratory ruling.

(e) To sell, convey, |ease, or otherw se dispose of, or
assign, pledge, or create a security interest in, all or part of
its tangi bl e personal property, including property obtained as a
result of a default of an obligation owed to the domestic credit
union. A donestic credit union may finance the sale of its
personal property to a person at a rate of interest that does not
exceed the rate of interest permtted by the credit reform act,
1995 PA 162, MCL 445.1851 to 445.1864, for loans to its nenbers
for the purchase of equival ent property.

(f) To incur and pay necessary and incidental operating
expenses.

(g) To receive the funds of its nmenbers either as paynment on
shares or as deposits. Subject to the limtation on paynment of
di vidends in section 362, a donestic credit union may have 1 or
nore cl asses of share or deposit accounts in the classifications
and form wunder the terns and conditions and with |iquidation
priorities authorized by the credit union board, unless otherw se
prescribed by law. A donestic credit union shall provide for the
transfer and wi thdrawal of funds from accounts by the nmeans and
t hrough the paynment systens that the credit union board
determ nes best serve the conveni ence and needs of its nmenbers.

(h) To charge fees in connection w th shares, savings,

extensions of credit, and other services by contract or
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agreenent .

(i) To make secured or unsecured |oans to any nenber, at
fixed or variable interest rates, and take and hold any real or
personal property as security. |In establishing an interest rate,
t he donestic credit union —ay— shall consider the collatera
provi ded, the creditworthiness of the borrower, the duration of
the loan, and any other factor reasonably determ ned by the
donestic credit union to affect the —+nterest—rate— risks related
to the | oan.

(j) To borrow funds from any source. Funds borrowed under
t hi s subdivision are not deposits. The donestic credit uni on may
secure a | oan described in this subdivision with a pledge of sone
or all of the donmestic credit union's assets.

(k) To make loans to a trade association of which it is a
menber.

() To provide debt counseling and other financial counseling
services to its nenbers. |If the counseling includes debt
managenent for a nenber and the nenber is delinquent in any
i ndebt edness owed to the donestic credit union, the donestic
credit union shall not charge that nenber, directly or
indirectly, a fee for providing the counseling services.

(m To disburse | oan proceeds as the borrower directs.

(n) To act as trustee or custodian of and adm nister, for
i ndi vidual s or as part of an enployer group plan, retirenent
accounts or other accounts that permt tax deferrals or provide
ot her tax benefits under federal or state |aw

(o) To act as agent for its nenbers and depositors in the
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purchase, sale, or other disposition of securities, interests in
nmut ual funds, and interests or participations in any other type
of investnent, if the purchase, sale, or other dispositionis
done solely for the accounts of its nmenbers and depositors and is
done on a nonrecourse basis.

(p) To discount, sell, convey, or otherw se dispose of, or
assign, pledge, or create a security interest in, all or part of
its intangi bl e personal property.

(q) To purchase any of the assets of another domestic credit
union, or with the approval of the conm ssioner assune any of the
l[iabilities of another donestic credit union.

(r) To make deposits in —teantoe—or—under—seection431
FAvest—inA— or | oans to banks, savings banks, savings and | oan
associ ations, trust conpani es, and ot her —denestie— credit
uni ons, or purchase shares of nutual savings banks, nutua
savi ngs and | oan associ ations, and ot her —denestie— credit
unions. A donestic credit union nay al so nake deposits in, |oans
to, or —under—seetion—431— purchase shares of a corporate credit
uni on and invest funds as provided in section 431.

(s) To join, nmake deposits in or loans to, or purchase shares
of any federal reserve bank, federal home | oan bank, or centra
liquidity facility established under federal or state |aw

(t) To hold nmenbership in associations and organi zati ons
controlled by or fostering the interests of credit unions or in a
central liquidity facility organi zed under federal or state |aw.

(u) To, if approved by the credit union board and not

inconsistent with this act, engage in activities and prograns of
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the federal governnent, a state, a territory of the United
States, or an agency or political subdivision of the federa
governnment or a state or territory of the United States.

(v) To receive funds as shares or deposits from —ether
donestic a credit wunions or from banks, savings banks, savings
and—teans— uni on, bank, savings bank, savings and | oan
associ ation, or any other type of depository institution

(w) To receive funds as shares or deposits froma retirenent
pl an that serves all or any of the donestic credit union's
nmenbers or potential nenbers.

(x) To receive funds as shares or deposits froma public
enpl oyee retirenent systemor plan

(y) To |l ease tangi ble personal property to its menbers.

(z) To purchase, sell, pledge, discount, or otherw se
acquire, or dispose of all or part of the obligations of its
menbers in accordance with section 432. This subdivision does
not apply to participation |oans originated pursuant to section
—423(5)— 423(7).

(aa) At the domestic credit union's expense, to purchase
i nsurance for its menbers in connection with share, deposit,
| oan, or other accounts.

(bb) To establish, operate, participate in, or hold
menbership in systens that allow the transfer of credit union
funds and funds of its nenbers or other account hol ders by
el ectronic or other neans, including clearinghouse associ ations,
data processing and other electronic netwrks, the federal

reserve system or any other paynent or liquidity program and
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contract with outside vendors to process nenber paynments, send or
receive funds for nenber investnents, or initiate and execute
el ectronic funds transfers on behalf of its nenbers.

(cc) To service loans sold by the donestic credit union, in
whole or in part, to a third party.

(dd) To receive paynents on shares or deposits from or make
| oans to the United States or an agency or instrumentality of the
United States.

(ee) To act as a fiscal agent and maintain treasury tax and
| oan accounts of the United States.

(ff) To receive paynents on shares or deposits froma state,
a territory of the United States, or from an agency, political
subdi vision, or instrunentality of a state or territory of the
United States. A donestic credit union may act as fiscal agent
for, maintain tax and | oan accounts of, and nake | oans to, an
entity that the domestic credit union has authority to receive
paynments from under this subdivision.

(gg) To organi ze, invest in, and nmake | oans to —cerpoerations

. . I . o . |
I i . : S

el I : i . I : ol
serviecestoecredit—unions— credit union service organi zations.

In addition to the activities —authorizedby— described in
section —40674— 407(1) or (2) for credit union service

organi zations, the comm ssioner shall determ ne —by—+rule—order—
or—decltaratory—+ulbing— the activities and services that fal

wi thin the nmeaning of this subdivision. Investnents and | oans
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described in this subdivision shall not in the aggregate exceed
12% of the assets of the domestic credit union, and w thout the
prior approval of the comm ssioner shall not in the aggregate
exceed 6% of the assets of the donmestic credit union. A donestic
credit union may not invest in or make | oans to a —eerporation—or
oether— credit union service organi zati on under this subdivision

unl ess the —cerporation—or— credit union service organi zation

agrees in witing to allow the comm ssioner to conduct an
exam nation of the —eerpoeratieon—or— credit union service
organi zation to the sane extent that the conmm ssioner is
aut horized to exami ne credit unions and agrees in witing to make
any reports to the conm ssioner that he or she requires.

(hh) To individually or jointly with other credit unions or
ot her financial organizations, purchase, |ease, construct, or
ot herwi se acquire and hold I and and buil dings for the purpose of
provi ding adequate facilities for the transaction of present and
potential business. A donestic credit union may use |and and
buil dings for its principal place of business functions, a
branch, a service center, or another facility used to conduct an
activity in which it engages. A donmestic credit union may rent
excess space as a source of incone. A donmestic credit union
shal | depreciate or appreciate buildings owed by it in the
manner and at the rates the commi ssioner nmay prescribe by rule,
order, or declaratory ruling. A donmestic credit union's
i nvestment or contractual obligations, direct, indirect, or
contingent, in land and buil di ngs under this subdivision may not

exceed 5% of its assets without the prior approval of the

06718' 04 DAM



© 00 N o o0~ wWw N P

N N N N N N NN P P R R R R R R P
N~ o o M WON P O © 00N OO0~ WDN P O

61

comm ssioner. An agreenment to acquire and hold buildings or |and
jointly with other credit unions or other financial organizations
requires the prior approval of the comm ssioner. The
commi ssi oner shall act on a conpleted application within 30 days
after the application is filed.

(i1i) To own stock in a corporation that owns | and or
bui l di ngs used to provide a facility described in subdivision
(hh), but ownership of the stock is an investnent in the |land and
buil dings for all purposes under subdivision (hh). If a donestic
credit union owns |less than 100% of the stock in a corporation

described in this subdivision, the investment is a joint
agreenent that requires the conm ssioner's approval under
subdi vi si on (hh).

(jj) To sell, convey, |ease, or otherw se dispose of, or
assign, nortgage, pledge, or create a lien in, all or part of its
| and and buil di ngs, including |land and buil di ngs obtained as a
result of a default of an obligation owed to it, or stock in a
corporation described in subdivision (ii). A donestic credit
union may finance the sale of its land and buil dings to any
person at a rate of interest that does not exceed the rate of
interest permtted by the credit reformact, 1995 PA 162, MCL
445, 1851 to 445.1864, for loans to its nmenbers for the purchase
of land and bui | di ngs.

(kk) Pursuant to a witten agreenent, to perform services for
nmenbers of other donestic or foreign credit unions. A donmestic
credit union may allow other credit unions to performservices

for its nenbers pursuant to a witten agreenent. A donmestic
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credit union shall perform services described in this subdivision
in accordance with the laws of this state.

() To engage in any aspect of the insurance and surety
busi ness as an agent, broker, solicitor, or insurance counsel or
as provided under the insurance code of 1956, 1956 PA 218, MCL
500. 100 to 500. 8302.

(mm) To own an insurance agency in whole or in part as
provi ded under the insurance code of 1956, 1956 PA 218, MCL
500. 100 to 500. 8302.

(nn) To make charitable contributions if the individua
contributions and the aggregate anmount of the contributions are
reasonabl e i n anount.

(oo) To offer tax return preparation and filing services.

(pp) To contract with entities offering funds transfer
servi ces and provi de those services to any person.

(qq) To receive paynents on shares or deposits or nake | oans
to corporations that are wholly owned by 1 or nore of the types
of entities fromwhich the donmestic credit union may receive
paynments on shares under subdivision (dd) or (ff).

(rr) To enter into marketing and other support arrangenents
to facilitate nenbers' purchases of goods and services fromthird
parties that may include conpensation to the domestic credit
uni on.

(ss) To purchase insurance policies and ot her investnent
products to fund deferred conpensati on arrangenents for its
enpl oyees. |If the deferred conpensation arrangenent does not

present a risk to the safety and soundness of the donestic credit
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uni on, the purchase of those investnent products is not subject
tothe limtations of this act.

(tt) Subject to section 352, to establish and revise its
field of nenbership.

(uu) Guarantee the signature of a nmenber in connection with a
transaction invol ving tangi ble or intangible property in which a
menber has or seeks to acquire an interest.

(vv) Performany of the follow ng services for a person who
is not a nenber of the credit union if the service is perforned
under a contractual arrangenent in which another financial
organi zation perforns the same service for the credit union's
menbers:

(i) Cash advances.

(ii) Funds transfers.

(i1it) Cashing travel ers checks.

(iv) Any other service specified by the comm ssioner by rule,
order, or declaratory ruling.

(w) To performany of the follow ng services for any person
in an underserved area or who does not have an established
relationship with a financial institution:

(1) Cashing and selling checks, drafts, or noney orders.

(i) Purchasing and selling foreign currencies in exchange
for United States currency.

(ii) Wre transfers.

Sec. 402. (1) A corporate credit union organi zed under this
act has all of the following powers in addition to the powers

granted by this act to all donmestic credit unions:
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(a) To accept funds, either as shares or deposits, froma
domestic, foreign, or alien credit union, whether or not that
credit union is a nenber of the corporate credit union.

(b) To make loans to or investnments or deposits in a credit
uni on, whether or not that credit union is a nmenber of the
corporate credit union.

(c) To make loans to or place deposits in a bank, savings
bank, trust company, or savings and | oan association chartered by
this state, by another state or territory of the United States,
or by the United States.

(d) To place deposits in a bank chartered under the | aws of
Canada or a nenber state of the European Union.

(e) To borrow from any source.

(f) To act as a fiscal agent for the United States, a state,
or an agency or political subdivision of the United States or a
state.

(g) To participate with any other credit union in nmaking
loans to its nenbers or to nenbers of the other participating
credit union, on the terns and conditions to which the
participating credit unions agree.

(h) To purchase, sell, and hold investnent securities that
are marketable obligations in the formof bonds, notes, or
debentures and that are sal able under ordi nary circunstances. A
corporate credit union board shall adopt a witten investnent
policy and the corporate credit union shall nmake all investnents
and related contracts and agreenments under this subdivision in

accordance with that policy.
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(i) To contract for penalties for |loans paid before their

schedul ed maturity.

(j) k— To act as an internediary of nenber and credit
uni on funds.

(k) H— To act as an agent to pay, receive, and transfer
assets and liabilities.

(I) M— To receive and hold securities and ot her assets.

(m —)— To provide paynent systens services in conjunction
with financial institutions or other vendors, or other
correspondent services.

(n) —e)— To provide services to nenbers invol ving
i nvestnments and |iquidity managenent.

(0) —p)}— To engage in repurchase agreenent transactions with
br oker - deal ers.

(p) —e&— To purchase, sell, and hold financial derivatives.

(q) ——— To exercise any other power approved by the
conmmi ssioner by rule, order, or declaratory ruling.

(2) This act does not permit a corporate credit union
organi zed under this act to make or participate in a loan to a
natural person that has terns and conditions that would not
ot herwi se be authorized for a loan to a natural person made by
anot her donestic credit union.

Sec. 407. (1) Subject to subsection (3), a donestic credit
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or loan noney to 1 or nore credit

uni on service organi zations that —previde— engage prinmarily in

providing 1 or

credit unions:

(a)
(b)
(c)
(d)
(e)
(f)
(9)
(h)

servi ces.

(i)
(J)
(k)
real
(h
full

nore of the follow ng products or services to

Aut omat ed i nformati on processing services.

Share draft and other item processing.

Credit and debit card services.

M crofil mand mcrofiche services.

Printing and supply services.

Service center functions.

Selling or

Automated teller

| easi ng rea

estate.

machi ne and el ectronic funds transfer

Collection activities.

Per sonnel

Appr ai sal
estate | oan activities.

servi ces.

cl osi ng,

I nvest nent managenent,

servi ce broker-deal er services,

i nvest nent securities.

(m
(n)
(0)
(p)

or other services in connection with

i nvest nent research, and ot her

but not underwriting of

Property leasing to credit unions.

Accounting and auditing services.

Records retention and preservati on.

Security for data processing equi pnent and other credit

uni on property.

(q) Architectura

provi di ng original
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(r) Admnistration and other services related to commercia
| oans and participation | oans.

(s) Providing managenent and operating services.

(t) Marketing services.

(u) Managenent, devel opnent, sale, or |ease of fixed assets.

(v) Sale, lease, or servicing of computer hardware and
sof t war e.

(w) Sal e of repossessed property or other personal property
of credit unions.

(x) Locator services.

(y) Credit analysis.

(z) Loan origination, processing, servicing, and sale.

(aa) Research servi ces.

(bb) Devel opi ng and admi nistering individual retirenent
accounts or Keogh (HR-10), deferred conpensation, or other

personnel benefit plans.

(cc) Property mai ntenance services.

(dd) Courier services.

(ee) If approved by the comm ssioner, any other product or
service.

(2) Subject to subsection (3), a domestic credit union may
organi ze, invest in, or loan noney to 1 or nore credit union

service organi zations that —previde— engage primarily in
providing 1 or nore of the follow ng products or services to
credit unions or their nmenbers:

(a) Equi pnent |easing and financing.

(b) Payroll services.
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(c) Real estate brokerage services.

(d) Prepaid | egal services.

(e) Motor vehicle purchasing services.

(f) Goup travel services.

(g) Insurance, to the extent not prohibited by state | aw

(h) Financial planning, investnent counseling, or other
financi al services.

(i) Consuner purchasing referral services.

(j) I'ncome tax services.

(k) Retirement counseling.

() Securities brokerage counseling.

(m Estate planning.

(n) Personal property |easing.

(o) Service contracts or extended warranty contracts for
not or vehicles, notorcycles, recreational vehicles, manufactured
homes, boats, conmputers, or other personal property itens.

(p) I'nvestnent nanagenent, investnent research, or other
full-service securities broker-deal er services, but not
underwiting of investnment securities.

(gq) If approved by the conm ssioner, any other product or
service.

(3) A donmestic credit union may organi ze, invest in, or |oan
noney to a credit union service organi zation described in
subsection (1) or (2) only if all of the following are net:

(a) The credit union service organi zation is adequately
capitalized or has a reasonable plan for adequate capitalization

if it is to be formed or is newy forned.
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(b) The credit union service organi zation is structured and
operated as a separate legal entity fromthe domestic credit
uni on.

(c) The donestic credit union obtains a witten | egal opinion
that the credit union service organization is structured and
operated in a manner that limts the donmestic credit union's
potential liability for the debts and liabilities of the credit
uni on service organization to not nore than the |oss of nobney
invested in or |oaned to the credit union service organization by
t he domestic credit union.

(d) The credit union service organi zation agrees in witing
to prepare financial statenents and provide themto the domestic
credit union at least quarterly.

(e) The credit union service organi zation agrees in witing
to obtain an audit of the credit union service organization from
a certified public accountant at |east annually and provide a
copy of each audit report to the domestic credit union.

(f) The credit union service organization operates in
conpliance with applicable federal and state | aws.

(4) The credit union board of a domestic credit union that
organi zes, invests in, or lends noney to a credit union service
organi zation shall establish, in witing, the nmaxi num percent age
amount of -—net—werth— assets that the donestic credit union may
invest in or loan to the credit union service organization.

(5) The seni or managenent enpl oyees of a donestic credit
uni on shall not receive any sal ary, comr ssion, investnent

i ncome, or other incone or conpensation froma credit union
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service organi zation that is an affiliate of the donmestic credit
uni on.

(6) I'n determning conpliance with the percentage limtations
in section 401(2)(gg), all loans cosigned, endorsed, or otherw se
guaranteed by a donmestic credit union to credit union service
organi zations are included in determ ning the aggregate anount of
| oans by the donestic credit union.

(7) A donmestic credit union shall follow generally accepted
accounting principles in its accounting of its financial
i nvol venent in a credit union service organization.

Sec. 423. (1) Aloan by a donmestic credit union to a nenber
shall conformto any conditions contained in the byl awns.

(2) A borrower may repay his or her loan froma donestic
credit union in whole or in part at any tine the domestic credit
union is open for business or otherw se capabl e of receiving
paynent on the | oan.

(3) A donmestic credit union may contract with a borrower for
the borrower to reinburse the donestic credit union for any
specifically identified third party costs related to a | oan
originally paid by the donestic credit union, and for any anount
specifically identified in the | oan agreenment as an incentive if
t he borrower prepays the loan in full within 3 years of the date
that the loan is made and the originally schedul ed anorti zation
period of the loan is nore than 5 years.

(4) —A— Except as provided in subsection (9), a donestic
credit union shall not agree to rates, terns, or conditions on

any loan or line of —denestie— credit nade to or endorsed or
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guar ant eed by —a—director—credit—conmmtteernenrber—ofr

supervisory—comm-tteenenber— an official or an i Mmediate famly

menber of —a director, credit commttiee nenber, oF supervisory
cormmtteenenrber— an official that are nore favorable than the

rates, terms, and conditions for conparable |oans or |ines of
credit to other credit union nenbers. A donmestic credit union
shall not agree to rates, terns, and conditions on any |oan or
line of credit to any person that has a comon ownership

i nvestnment, or other pecuniary interest in a business with an
official or imediate fam |y nenber of an official that are nore
favorabl e than the rates, ternms, and conditions for conparable

| oans or lines of credit to other credit union nenbers.

(5) A donmestic credit union shall process a loan to —a
director or nenber of the credit conmittee or supervisory
comm-ttee— an official or enployee in the sane nmanner as a | oan
to other menbers, except that the applicant shall not participate
in the approval process for his or her |oan

(6) A donmestic credit union may provide open-end or
cl osed-end credit arrangenents for its nmenbers if the credit
uni on board has established a policy for those credit
arrangenents. Unless prohibited by the agreenment for the
open-end credit arrangenment, a domestic credit union may under an
open-end credit arrangement unilaterally increase the approved
l[imt or may increase the approved |[imt on the request of the
menber .

(7) A domestic credit union may participate in | oans to

credit union nenbers jointly with other credit unions, credit
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uni on service organi zations, or other financial institutions.

(8) A donestic credit union may participate in a guaranteed
| oan program of the federal or state governnment under the terns
and conditions specified in the | aw establishing that program

(9) A donmestic credit union may offer reduced rate | oans and
ot her extensions of credit to its enployees, other than enpl oyees
who are directors, supervisory conmittee nenbers, credit
commttee nmenbers, or nmenbers of any other committee that
performnms significant ongoing functions relating to the ongoi ng
operations of the donmestic credit union, under a policy adopted
by its credit union board.

(10) The credit union board, or the credit comnmttee if the
donestic credit union has a credit committee that does not
i nclude any credit union enpl oyees, nust approve of any |oan or
ot her extension of credit to or purchase of an obligation of the
general manager.

(11) 36— A domestic credit union shall not nake a | oan or
extend a line of credit if an official or senior managenent
enpl oyee will receive a comm ssion, fee, or conpensation other
than salary if the loan or Iine of credit is approved.

(12) A donestic credit union shall not | oan nore than
$20, 000. 00 or 25% of its net worth, whichever is greater, to a
borrower and any affiliates of the borrower. This subsection

does not apply to a corporate credit union.
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