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REPORT OF THE 
VIRGINIA CODE COMMISSION ON

THE REVISION OF CHAPTER 4 OF TITLE 6. 1 
Of THE CODE OF VIRGINIA TO THE GOVERNOR AND THE 

GENERAL ASSEMBLY Of VIRGINIA

Introduction and Summary 

House Joint Resolution No. 309, approved by the Virginia General 
Assembly in 1989, requested the Virginia Code Commission to undertake a 
revision of Chapter 4 of Title 6.1 of the Code of Virginia. The many 
changes made by the General Assembly to Virginia's credit union laws since 
the adoption of the Code of 1950 made it appropriate to reexamine the 
chapter as a who 1 e, to better organize, s imp 1i fy and structure the 
provisions of the chapter, and generally improve the clarity of the law. 

The requested revision has been completed, and has resulted in a 
recodification of Chapter 4 of Title 6.1 as Chapter 4.01 of Title 6.1. 
The proposed revision consists of fourteen articles and sixty-three 
sections. A more detailed outline of proposed Chapter 4. 01 is contained 
in Appendix I. A copy of the proposed revision, as approved by the Code 
Commission, follows this report. Drafting Notes following each section of 
the proposed text explain the changes. 

In revising present Chapter 4 of Title 6.1 the Commission was guided 
by several goals: 

• Simplification of language wherever possible;

• Substitution of commonly used terms for archaic language;

• Alphabetical arrangement of terms in a new definitional section;

• Comporting outdated industry practices and procedures to modern
practice and procedure;

• Organizing the Act into articles to provide easier access to the
Act;

• Enumerating powers of credit unions rather than continue to rely
upon implied powers;

• Clarifying powers and duties of board of directors, credit and
supervisory committees and establishing loan officer procedure.

A more detailed summary of the proposal reviewed by the Code Commission, 
the background for the need of the revision and an explanation of the 
changes reviewed by the Code Commission is contained in Appendix II. 

Consideration was given to include within the proposed revision 
provisions to allow state chartered credit unions to include in their 
membership groups with common bonds, if located in the same geographical 
area, as allowed by federal law. However, the Code Commission felt that 



this proposal was a substantive change to existing law and would be more 
properly addressed in a separate piece of legislation introduced to 
accomplish such a change. For the same reasons the Code Commission 
decided not to include within the revision a proposal which would make a 
minor the sole owner of his share account free from the control of others. 

During its deliberations the Commission was assisted by Eugene H. 
Farley, Jr., President of the Virginia Credit Union League, and Reginald 
N. Jones, counsel to the Virginia Credit Union League, who was the chief
draftsman of the revision of Chapter 4 of Title 6.1. The Commission would
like to thank them for their hard work and helpful counsel.

Respectfully submitted, 

Dudley J. Emick, Jr. (Chairman) 

J. Samuel Glasscock (Vice Chairman)

E. M. Miller, Jr. (Secretary)

Russell M. Carneal 

Joseph V. Gartlan, Jr. 

H. Lane Kneeler

John Wingo Knowles 

Theodore V. Morrison, Jr. 

William F. Parkerson, Jr. 

A. L. Philpott
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CHAPTER 4, 01, 

VIRGINIA CREDIT UNION ACT. 

Article 1. 

4 General Provisions. 

TMG 

s § 6.1-22s.1, Short title.--This chapter shall he known and may 

6 be cited as the Virginia Credit union Act. 

7 § 6.1-22s.2. Definitions,--When used in this chapter. unless the 

8 context requires a different meaning. the following terms shall have 

9 the following meanings: 

10 "Capital
11 

means the sum of share accounts, reserves. and

11 undivided earnings of a credit union, 

12 "Commission" means the state corporation commission. 

13 "Commissioner
11 

means the commissioner of the Bureau of Financial

14 Institutions of the state corporation commission of Virginia. 

15 "Corporate credit union" means a credit union whose field of 

16 membership consists primarily of other credit unions. 

17 11 Credit union" means a cooperative. nonprofit corporation. 

18 organized under the laws of this commonwealth and authorized to do 

19 business under this chapter for the purposes of encouraging thrift 

20 among its members. creating a source of credit at fair and reasonable 

21 rates of interest. providing an opportunity for its members to use and 

22 control their own money on a democratic basis in order to improve 

23 their economic and social condition. and conducting any other 

24 business, engaging in any other activity. and providing any other 

25 service that may be of benefit to its members. consistent with the 

26 provisions of this chapter and any regulations adopted by the 

21 commission under this chapter. 

28 Drafting Note: From Model Credit Union Act (1987) (MCUA) and similar 
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1 to various states: Texas, California, North Carolina, Kentucky, West 
2 Virginia, and Section 101 (12 u.s.·c. & 1752) Fed. Credit Union Act 
3 (FCUA). 

4 11 Immediate family
11 

includes persons related by blood or marriage 

s as well as foster and adopted children. 

6 Drafting Note: Section 6.1-198{3) refers to "members of their 
7 families 11 in referring to persons having a common bond fn qualifying 
8 for membership in a credit union. Current Virginia law is similar to 
9 the MCUA. Many states define "immediate family" and the recommended 

10 definition is similar to that of North Carolina and most states with a 
11 definition in their credit union act. 

12 11 Insuring organization" means an organization that provides aid 

13 and financial assistance to credit unions that are in the process of 

14 liquidation or are incurring financial difficulty in order that the 

15 share accounts in the credit unions shall be protected or guaranteed 

16 against loss up to a specified limit for each account. such as the 

11 National Credit union Administration Share Insurance Fund. a 

18 corporation organized under the Virginia Credit Union Share Insurance 

19 Act or any other share insurance provider approved by the commission. 

20 11Memher" means any person, corporation, association. partnership. 

21 society. firm, trust or other legal entity holding a share account in 

22 accordance with standards specified by the credit unjon, 

23 "Reserves .. means the total of allowance for loan losses. regular. 

24 special. and any other type of funds held in reserve, 

25 "Share account .. means a balance held by a credit union and 

26 established by a member in accordance with standards specified by the 

27 credit union. including balances designated as shares. share 

28 �tificates. share draft accounts. or other names, Ownership of a 

29 share account confers membership and voting rights as set forth in the 

30 credit un i on bylaws and represents an interest in the capital of the 

31 credit union upon dissolution or conversion to another type of 

12 institution. 

2 



TITLGCU TMG 
1 Drafting Note: Definition from MCUA clarifies that share ownership 
2 confers membership, voting rights, and an interest in capital of the 
3 credit union. 

4 "Shares
11 

means the interest of a member having an account in the· 

5 credit union. and shall be subordinate to all other obligations of the 

6 credit union. 

7 Drafting Note: Defined in§ 6.1-196. Corrects current law to include 

8 the interest of a member who has a share draft account which is 

9 not a "savings 11 account. 

3 
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l 

2 Article 2, 

3 supervision and Regulation. 

4 § 6,%-��&-6,1-225.3 . Supervision and e*amtaae�ea-regulation 

5 by Commission 7-repere-7-peea±�y-.-- eerpereetefts�credit unions 

6 organized under the provisions of this chapter shall be subject to 

7 stteh-.th..e_supervision and e*amiaat4ea-as-regulation of the Commission 

8 may,-ia-��s-a!seret!ea,-aeem-aeeessary-. Every-stteh-eer�eratiea-sha±± 

9 ma�e-a-repert-e£-eeRa4eiea-ee-ehe-8efflfflissieR-ae-ehe-e±ese-e£-ettstRess-

10 eR-BeeemBer-3%-e£-eaeh-yeer.-�hese-reperes-sha±±-ee-s4gRee-ey-ehe­

ll pres4aeat-aaa-eae-ereasttrer-er-seereeary,-er-ey-a-me1erity-e£-ehe-

12 mefflBers-e£-ehe-sttper¥isery-eefflfflieeee,-eaa-ehey-saail-ma�e-stteh-eeher-

13 reperes-as-ehe-€efflffl4ss4eR-shal±-ae-aRy-eime-aemaaa.-Afly-seeh-

14 eerperatiea-whieh-Heg±eets,-wt±±£tt±±y-£ails,-e�re£eses-ee-ma�e-aay­

,5 repere-eat±ea-£er-sha±l-ee-stt1:,1eee-ee-a-fiRe-e£-tt�-te-f%&&-�er-day,-ee 

o a-ma*4mttm-e£-$%&,&&&,-£er-eaeh-aay-stteh-ae§±ee�,-wi±±£tt±-fa4±ttre,-er-

17 refttsa±-eea�ia�es.-�he-eemmtssiea-sha±±-tffl�ese-stteh-a-�iRe-ttR±ess-the-

19 �he-e£�eRatR§-eredi�-\:ffi.iea.--The commission may adopt regulations to 

20 implement the provisions of this chapter. 

21 Bofore promulgating any regulation, the commission shall give 

22 reasonable notice of its content and shall afford interested parties 

23 an opportunity to present evidence and be heard. in accordance with 

24 ma_-g,nles of Practice and Procedure of the Commission. 

25 Drafting Note: As in current law, establishes that state-chartered 
26 credit unions shall be supervised and regulated by the Corrunission. 
27 The word "examination" has been changed to "regulation" to more 
28 properly reflect the role of the Commission. The stricken provisions 
29 have been relocated within Article 2. 

The last sentence is added to specifically authorize the Commission to 

4 
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1 promulgate regulations to implement the Act. 

2 § 67%-%�%-6,1-225,4 . Examinations.--Each credit union shall be

3 examined as often as the Conunission deems such an examination to be i 

4 the shareheteefs�-interest 7-Stteh-of its members, An examination 

5 shall be conducted at least twice in every three.-year period. The 

6 examiners shall be given free access to all books, papers, securities 

7 .,_and other sources of information in respect to such eer�era�iea-

a credit union . For the purpose of making such examination .L-the 

9 Commission may subpoena and examine personally witnesses eft-under 

10 oath, whether such witnesses are members of the eer�ere�4ea-credit 

11 union or not, and may require the production of any documents, whether 

12 such documents are documents of the eer�ere�4ea-credit union or not. 

13 All expenses incident to any special examination which may be 

14 necessary ffley-ee-ereeree-�e-shall be paid by the credit union so 

15 examined. 

16 Drafting Note: Does not change present examination requirement of at 
17 least two examinations every three years or as often as necessary to 
18 protect a member's interest. No substantive change. 

19 § 67%-���7�-6.1-225,5 . Fees for examination, supervision .-_and

20 regulation.--In order to defray the costs of the examination described 

21 in§ 67±-2�±-6,1-225,4 and of supervision and regulation by the 

22 Commission, every credit union shall pay an annual fee, to be 

23 calculated in accordance with a schedule set by the Conunission. Such 

24 schedule shall bear a reasonable relationship to the total assets of 

25 various individual credit unions, to the actual cost of their 

26 respective examinations, and to other factors relating to their 

27 supervision and regulation. Fees shall be assessed pursuant to this 

28 section on or before MaEee-±,-±982,-aRe-aefefe-March 1 each year 

29 �hefeaftef-. All fees so assessed shall be paid by the credit union t0 

5 
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1 the state treasury on or before March 31 following the assessment. 

2 Drafting Note: Combines old fee sections-for examination and 
3 supervision and regulation in same section and updates without any 
4 substantive change. 

5 § 67�-2�%-6.1-225.6 . Fa��ttfe-�e-me*e-fe�ef�s-ef-pey-ehaf�es-

6 Reports to the commission .-- A. No later than March 31 of each 

7 year. every credit union shall report to the commis�ion regarding its 

8 condition as of the close of business on the preceding December 31. 

9 These reports shall be signed by the president or the cbairman and the 

10 treasurer or secretary, or by the majority of the members of the 

11 supervisory committee, and every credit union shall make such other 

12 reports as the commissioner shall at any time demand. 

13 fH-ehe-eveae-eae�-B. If any credit union she±�-ae§�ee�-ef-

14 fe£ttse-neglects or refuses to make its reports as provided in this 

15 chapter for more than fifteen days, or ia-�he-eveft�-�ha�-eay-sueh-

16 eef�eea��ea-sha��-�ai!-if any credit union fails to pay such charges 

17 as are required under this chapter, including any charges for delay in 

18 filing reports, it shall be subject to a fine of up to $100 per day, 

19 to a maximum of $5.000 or the Commission shall give notice to such 

20 eefpefa��ea-credit union of its intention to revoke the certificate 

21 of a�peeva1-authority of such eeepeea�iea-credit union for such 

22 neglect or failure ,-ana-i�-. If such neglect or failure continues 

23 for fifteen days after such notice, then the Commission may revoke or 

24 suspend the !ieeftee-certificate of authority of the eer�ere�ieH-

25 .c.r.:Ldit union . Afte,-4-a-.I.ILsuch event, the Cormnission may, in its 

26 discretion, iil_close such eefpera�iea-credit union and take 

27 possession of its property and business until such time as it may see 

28 fit to allow the eefperaeiea-credit union to resume business ,-or may-

i9 (ii) proceed to finally liquidate such business ,-as-mey-seem-�feper-.

6 
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1 Drafting Note: Penalty for failure to make reports required by State 
2 Corporation Commission ("SCC") for a period of fifteen days or pay 
3 charges due to sec. Upon notice to credit union, the sec can revoke 
4 or suspend certificate of authority. Sarne as current§ 6.1-222. 

5 §-67T-�QQ7�7--AffleaemeRe-e€-�ewers-ey-re§tt±aeiea-ef-

6 €efflfftissiea7--A.-fa-aeei�iea-ee-eae-�ewers-speei€iea±±y-�raaeea-ee-

7 ereeie-ttaiefts-ay-ehe-previsieas-ef-�his-eaa�eer,-eae-€emmissieR-fflay-ey 

8 apprepriaee-re§tt±a�iea-ameaa-eae-�ewers-e£-s�a�e-ereaie-ttaieas-se-as-

9 ee-a±±ew-eaem-ee-have-pewers-ae-±ease-eem�arab±e-�e-eaese-,raa�ee-ee-

10 feaera±-ereeie-ttaieas-ea�e§ee-ia-ettsiaess-ia-ehis-eefflfflenwea±eh-er-ee-

11 effeee-�ae-�ttr�eses-e£-ehis-eaapeer.--Stteh-regtt±aeiens-sha±±-ee-

12 effeeeive-ttpea-�heir-aee�eieR,-aaa-sha±±-eeaeiatte-ia-effee�-ttaei±-

13 ameaaea-er-reve*ea-ay-ehe-eefflfflissiea-er-stt�erseaee-ey-aeeiea-ef-ehe-

14 Seaera±-AssemB±y-ef-Vir�iaia7--

15 B.-�.--§ 6,1-22s,1. cease and desist order; right to hearing.--

16 A.a___The Commissioner may issue and serve upon a credit union an order-

17 to cease and desist from eay-ooe or more unsafe or unsound �raetiee� 

18 practices or a-vie±aeieR-violatians if, in the opinion of the 

19 Conunissioner, a credit union (i) is engaging or has engaged, or there 

20 is reasonable cause to believe is about to engage, in an unsafe or 

21 unsound practice ia-eae�e�erat4eR-e�-efte-eree�e-ttBieB-; or (ii) is 

22 violating or has violated, or there is reasonable cause to believe is 

23 about to violate, this chapter or any other applicable law, regulation 

24 .£-or order. An order to cease and desist shall contain a statement of 

25 the facts constituting the alleged violations or unsafe or unsound 

26 preeeiee-er-vie±at4ea-practices or violations, and ie-the order may 

27 require, in terms that may be mandatory or otherwise, a credit union, 

28 its officers, directors, employees ..,_or agents to cease and desist 

29 from such �rae�iee-practices or Yie�ee4eB-yiolations . Stieb-The_ 

30 order shall specify the effective date thereof and shall contain a 

7 
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1 notice to the credit union of its r�gh�s-right to reqtles�-a hearing 

2 on such order in accordance with Rules 3:4 and 5:6 of the ''Rules of 

3 Practice and Procedure of the State Corporation Commission." 

4 %.-Whea-ehe-B. If an unsafe or unsound practice or violation 

5 specified in stteh-.:t.he_order to cease and desist, or any continuation 

6 thereof, is likely to prejudice the interest of the members of the 

7 credit union, the Commissioner may issue h�s-.a.n_order effective 

8 immediately. An order to cease and desist shall remain in effect until 

9 it is withdrawn by the Commissioner or is terminated by the Commission 

10 after a hearing on the matter. A request for hearing under this 

11 section shall be given expeditious treatment on the docket of the 

12 Commission ...._and the Commission need not allow for ten days• notice to 

13 the parties. 

14 Drafting Note: This section is taken from subdivisions Bl and B2 of 
15 current§ 6.1-200.2. sec given authority to order a credit union to 
'6 cease certain unsafe or unsound practices. The procedure is 
7 established for an expedited hearing before the Commission. This 

18 section is identical to subdivisions D.1 and D.2 of§ 6.1-194.83 for 
19 savings and loans. 

20 § 6.1-225,8. Powers of commission in case of nonobservance of

21 law. noncompliance with orders. insufficient reserves or insolvency, 

22 etc,--If the commission finds that Ci} a credit union is in violation 

23 of some law or regulation applicable to it, {ii} a credit union is 

24 being operated in an unsafe or unsound manner. (iii} a credit union 

25 has fa�led to comply with a lawful order of the commjssioner, (iy) the 

26 reserve of the credit union fails to meet the requirements set forth 

21 lo§ 6.1-22s,ss, or <v> a credit union is, or is about to become, 

28 insolvent, it shall give immediate notice of its finding to the 

29 officers and directors of the credit union. If necessary to conserve 

�o the assets of the credit union or protect the interests of the members 

8 
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1 of the credit union. the commission may. after reasonable notice to 

2 the credit union and an o�portunity for it to be heard: 

3 1. Close the credit union for a period not exceeding sixty days.

4 which period may be extended for additional like periods as the 

s commission may deem necessary: 

6 2. Req:idre the officers and directors of the credit union to

1 liquidate outs�anding loans: 

8 3. Require that all lawful orders of the commission be complied

9 with; 

10 4. Require the credit union to make reports daily or otherwise

11 as to the results achieved in carrying out its orders; 

12 s. Temporarily suspend the right of such credit union to receive

13 any further investment in its payments into share accounts; 

14 6, Grant the right to suspend or limit withdrawals against share 

15 accounts for such period as the commission may deem necessary; 

16 7, Appoint a conservator to take charge of the credit union and 

11 operate it pending further action by the commission. 

18 If the commission determines that a credit union is insolvent and 

19 that a receiver should b� appointed for a credit union. the Commission 

20 may close the doors of the credit union, take charge of the books. 

21 assets and affairs of the credit union, and apply to any court in the 

22 commonwealth haying jurisdiction to appoint receivers for the 

23 nppointment of a receiver to take charge of the credit union·s 

24 business and assets. A credit union shall be deemed insolvent when 

25 the current value of its assets is less than the current value of the 

26 sum of its share accounts and liabilities. 

27 Drafting Note: This section provides new powers to the Corrunission 
28 when a credit union fails to operate in a safe and sound manner, fail� 
29 to comply with order of sec or the law, or is or is about to become 

9 
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1 insolvent, has insufficient reserves or is in violation of some law or 
2 regulation. 11 Insolvent 11 is currently defined in subsection E of§ 
3 6.1-200.4. (Similar to subsections A and B of§ 6.1-194.83) 

4 § 67�-��3.�-6.1-225,9 . Penalties for violation of orders of

s Commission ; removal of official .--The Commission may impose, enter 

6 judgment for, and enforce by its p�ocess, a fine of not more than 

7 $10,000 against any credit union or against any of its directors, 

8 officers .L-or employees for knowingly or willfully violating any 

9 lawful order of the Commission 7-aae-, The Commission may remove 

10 from office . in accordance with the procedure set forth in§

11 6.1-194,84. any director or officer who a-seeeHa-�iffle-violates any 

12 such order ett�-ia-a±±-eeses-�he-ee�eaaeae-she±±-heve-ea-e��er�ttfttey-ee 

13 ee-hear6-afta-�e-iB�feattee-evieeBee,-afia-eae-righ�-ee-e��eal-es-

14 previaea-ey-±aw-or who knowingly continues to violate any law

15 relating to credit unions or knowingly continues an unsafe or unsound 

16 practice in conducting the business of a credit union . 

7 Drafting Note: Section same as§ 6.1-223.1 except may remove an 
�a official on first offense rather than getting a free bite at the 
19 apple. sec amendment eliminates right of appeal language from 
20 statute. 

22 transfer of assets e�-iftse±Yefte-ereaie-ttftieas-.--A. If the Commission 

23 shall find that a credit union incorporated pursuant to this chapter 

24 is insolvent er-�that an emergency exists, .an.d_that its merger into 

25 another credit union taeerpere�ed-�ttrsttafte-ee-eeis-ehap�er-er-a-

26 feaera±�eredi�-�ftiea-iaeerperaeed-pttrsttaae-ee-�ae-±ews-ef-ehe-Bai�ee-

28 €efflffleawee±eh-ef-Virg4aie-is desirable for the protection of its 

29 members, and if the board of directors of both credit unions shall 

30 approve a plan of merging such insolvent state credit union into 

:1 another state credit union or a federal credit union, compliance with 

10 
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1 § 13.1-895 shall be dispensed with as to both credit unions and the

2 approval of the Commission of such plan of merger shall be the 

3 equivalent of approval by more than two-thirds of the members of both 

4 credit unions for all purposes of Article 11 {§ 13.1-894 et seq.} and 

5 Article 12 (§ 13.1-899 et seq.) - of Chapter 10 of Title 13.1. 

6 B. If the Conunission finds that a state credit union is

7 insolvent, that the acquisition of its assets by another state credit 

8 union or a federal credit union is in the best interests of its 

9 members, and that an emergency exists, it may, with consent of the 

10 board of directors of both credit unions as to the terms and 

11 conditions of such transfer, including the assumption of all or 

12 certain liabilities, enter an order transferring some or all of the 

13 assets of such insolvent state credit union to such other state or 

14 federal credit union and no compliance with the provisions.of§§ 

15 13.1-899 and 13.1-900 shall be required. 

16 c. In the case either of such a merger or of such a sale of

17 assets, the Commission shall provide that prompt notice of its 

18 findings of insolvency and of the merger or sale of assets be sent to 

19 the members of record of the insolvent state credit union for the 

20 purpose of providing such members an opportunity to challenge the 

21 finding that the state credit union is insolvent. The relevant books 

22 and records of such insolvent credit union shall be preserved and be 

23 made available to such members for a period of thirty days after such 

24 notice is sent. The Commission's finding of insolvency shall become 

25 final if a hearing before the Commission is not requested by any such 

26 member within such thirty-day period. 

27 D. If, after such hearing provided in subsection C of this

28 section, the Conunission finds that such state credit union was 

11 
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1 solvent, it shall rescind its order entered pursuant to subsection A 

2 or subsection B of this section and the merger or transfer of assets 

3 shall be rescinded. After such hearing, however, if the Conunission 

4 finds that such state credit union was insolvent, its order shall be 

5 final. 

8 va�tte-e�-asse�s.--

9 F.--E...a.__Notwithstanding the provisions of �-6.±-�98fa+-

10 subsection B of§ 6.1-225.23 , or any other provisions of this 

11 chapter, the Commission may order a merger pursuant to subsection A of 

12 this section or a sale of assets pursuant to subsection B of this 

13 section. The continuing credit union, upon approval of the Commission, 

14 may-shall amend its bylaws to incorporate the specified-conunon bond 

15 of interest of the insolvent credit union. 

16 F, The commission may authorize a financial institution whose 

11 deposits are insured by a federal aqency to purchase any of the assets 

18 of or assume any of the liabilities of a credit union which is 

19 insolvent or in danger of insolvency. provided. that prior to 

20 exercis�,ng this authority the commission shall use every reasonable 

21 effort tQ effect a merger or consolidation with or purchase and 

22 assumption by another credit union and has been advised by the 

23 insuring organization that it cannot effect a merger. consolidation or 

24 .o.:tl:0L.d�.sposition of the insolvent credit union acceptable to the 

25 commission. 

26 Drafting Note: Section 6.1-200.4 was adopted in 1982 and amended in 
27 1985 to give the Conunission the power to force a merger or sale of 
28 assets when a credit union becomes insolvent or an emergency exists. 
29 It only allows mergers between state and federal credit unions. A 
30 procedure for challenging the Conunission's actions is provided. This 

12 
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1 does not allow mergers with out-of-state credit unions. FCUA allows 
2 purchase of credit union assets by FDIC or FSLIC insured institutions 
3 if a credit union merger partner cannot be found. [Section 205 (h) 
4 {i)] This does not address requirement for consent of insuring agent 
5 The Commission will take that into consideration in its approval of 
6 the merger. No change from current§ 6.1-200.4 except that insolven�� 
7 definition shifted to§ 6.1-225.8 and sec added language in subsection 
8 F that will allow Conunission to effect a sale of assets to any 
9 federally insured financial institution if a credit union cannot be 

10 found for a merger or consolidation and the insuing organization 
11 cannot effect a merger or consolidation acceptable to the Commission. 

12 £-67�-�&&75,--6,1-225.11. Consolidation or 

13 merger.--Notwithstanding the provisions of £-6.�-�98-f3t-subsection B 

14 of§ 6.1-225.23 , two credit unions may consolidate or merge, subject 

15 to the approval of the Commission, when the Commission finds that an 

16 emergency exists and that the merger or consolidation will promote the 

17 best interests of the members. 

18 Drafting Note: This section, while appearing very similar to§ 
19 6.1-225.23, is distinguishable because it allows the Commission to 
20 consolidate or merge credit unions without board approval as required 
21 by current§ 6.1-200.4 (new§ 6.1-225.24). No change in law. 

22 § 6.�-��37--6.1-225.12. Effee�-ef-vie�e�ieft-e�-eha��e�-er-

23 4ase�veaey-Inyoluntary dissolution .--In the event �ha�-4�-appeef-�e-

24 the Commission determines that afty-sttea-eef�efa�iea-a credit union is 

25 violating any provisions of this chapter, it may, after a hearing or 

26 an opportunity for a h�aring has been given to such eer�efa�iea-

27 credit union , direct that it discontinue the illegal methods or 

28 practices meB�ieBee-described in the order. If any credit union is 

29 insolvent, or has failed or refused to comply with the provisions of 

30 this chapter, the Commission may take possession of the business and 

31 property of such ee��e�a�ieR-credit unjon and retain such possession 

32 until such time as it may permit such eefpefe�iea-credit union to 

33 resume business, or until its affairs are finally liquidated under 

34 order of the Commission; or the Commission may apply to any court in 

35 this Commonwealth having jurisdiction to appoint receivers for the 

13 
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1 appointment of a receiver to take charge of the business and assets 

2 and to wind up the affairs and business of any such ee��efe�ieft-

3 credit union . Such receiver when appointed shall become and be 

4 assignee of the assets of such eef�efeeieft-credit union . 

5 Drafting Note: Virginia is one of 43 states that provides for 
6 involuntary liquidation by supervisory authority. No substantive 
7 change. 
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1 

2 Article 3, 

3 Formation of credit Unjon. 

4 § 67±-±96-6,1-225,13 . Incorporation 7-ehares�-afta-�sher�-�erffl-

5 savift�s-shares�-ee€�ftea7-shares-stteeraiaa�e-�e-e�her-ee±i�a�!etts-.--

6 A....___Five or more fta�ttrai-�ersefts-residents of the Commonwealth who 

1 are of legal age and share a common bond referred to in subsection B 

8 of§ 6,1-225,23 may establish , pursuant to the provisions of the 

9 Virginia Nonstock Corporation Act(§ 13.1-801 et seq.), eseae�ieh-a 

10 corporation for the purpose of aeettmtt�a�ift�-aRa-iRveseiR�-�he-saviR�s-

11 e€-i�s-ffieffieers,-mak!R�-ieafts-�e-memeers-fer-�revieeR�-�ttr�eses-aaa-

12 conducting business as a credit union as hereia-provided in this 

13 chapter . Every corporation organized under this chapter shall 

14 include in the corporate name the words "credit -union" as well as some 

15 other distinguishing word or words. 

16 B..,__Credit unions herea€eer-incorporated pursuant to this chapter 

17 ,eaa-ereai�-ttftieae-aere�efere-iaeer�era�ee-shall hereaf�er-be subject 

18 to the provisions of the Virginia Nonstock Corporation Act except as 

19 Ina¥-Otherwise here!tt-b.e_�rovided in this chapter . 

20 As-ttsea-itt-�his-eha��er,-�he-wefe-�shares�-meaas-�he-4a�erese-e€-

21 a-mem.eer-havia§-a-saY4a�s-eeeetta�-4ft-�ae-ereaie-tta4ea7-aaa-�he-wefas-

22 �sher�-�erm-sav4a�s-eaafes�-meea-a-seviR�s-aeeettae-wh4eh-ey-i�s-eefms-

24 ehe-aeee�ae-is-e�eRee.--

25 �he-ehafes-e€-meffl.Bers-sha±l-ee-aee�-ee±i�aeieas-e€-a-efea4�-ua4ea 

26 sueereiaa�e-ee-a±�-eeaer-eeli�aeieas-ef-ehe-ereaie-ttRiea.--

27 Drafting Note: Changes require Virginia residents to organize a 
28 credit union. Remaining language extracted because it is in the 
29 definitional section. The provision stating that "members' shares arE 

15 
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1 debt obligations of the credit union subordinate to other obligations" 

·2 is put in definction of "shares."

3 § 6.1-22s.14, certificate of authority.--Before it begins to do 

4 any business. an organizing credit union shall apply for and obtain 

s from the Commission a certificate of authority An application. 

6 accompanied by a fee of $300. shall be made on a form prescribed by 

1 the commission. The commission shall issue such a certificate if it 

s finds that: 

9 1. The credit union has been formed for no purpose other than

10 the conduct of a legitimate credit union business; 

11 2. The moral fitness. financial responsibility, and other

12 qualifications of the proposed officers and directors are such as to 

13 command the confidence of the members; 

14 3. All applicable provisions of law have been complied with; and

15 4, share accounts in the credit union will be insured by an 

16 approved insuring organization. 

11 The commission may issue a certificate on condition that the 

18 credit union shall not begin to do business until it is actually 

19 issued insurance of accounts by such an insuring organization. 

20 A credit union that is not so insured shall not receive funds or 

21 sell am:: shares, 

22 Drafting Note: Replaces current§§ 6.1-197 and 6.1-200.1 with a list 
23 of requiraments that must be met in order to receive a certificate of 
24 authority to conunence business as a credit union. Allows for a 
25 conditional certificate while share insurance is pending. 

26 § 6·�·'1--'1-98-6. 1-225, 15 . Contents of bylaws; amendments to bylaws

27 gener�lly.--The bylaws of every-.a....credit union shall specify: 

28 f±*-�he-ea�e-ef-ehe-aftntte�-meeeia�-er-eha�-ehe-eaee-�hereef-sha±f 

29 ee-as-se�-frem-eime-ee-eime-ay-ehe-beere-ef-airee�ers,-we�eh-meeeia�­

,o see±;-ee-ae�a-eeeh-ea�eaaar-yeer,-aae-�ee-regttirefflea�s-as-ee-ae�iee-ef 

16 
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l a±±-ffieet4a�s-e£-ffleffi19efs7-

2 

3 

4 

1, 

2. 

3. 

The 

The 

The 

name of the 

purpose for 

time of the 

TMG 

credit union: 

which it was formed; 

annual meeting of the members of the credit 

5 union. or a provision that the board of directors may set the time for 

6 the meeting. such a meeting shall be held each calendar year. Notice 

7 of all meetings shall be given in a manner prescribed in the bylaws. 

a subject to compliance with§ 13.1-842;

9 f�*-.i.-__The number ef-e�reeters,-whiee-sha±±-ftet-se-±ess-thaa-

10 £ive,-the-�ewers-; authority and .t.ha_duties of the directors ,-the-

11 ma*4ffltiffl-eefflpeasat�ea-and the authority duties and maximum compensation 

12 of all officers; 

13 fa+-5...a..__The conditions and qualifications for membership ,-wh�eh-

14 shal!-limit-�he-ffleffihershi�-te-peFsefts-havia�-a-speei�iea-eefflffleft-bene-

15 e£-4aterest,-mem.eers-e£-their-�am4!4es,-aBsee4at4eas-e€-s�ea-pefsefts, 

16 eeher-ereeie-uaiefts-afta-empleyees-ef-the-eredit-uBieB-; 

17 f4+-.6....__The number of members of the credit committee, if any, 

18 and of the supervisory conunittee, with their respective pewers-

19 authorities and duties; 

20 fs+-1....__The conditions upon which shares may be issued, 

21 transferred �e-aae�eer-memeer-, or withdrawn; 

22 f6+-+Repea±ea.+-

23 f�*-Whe�her-tee-eer�era�ieR-saa±!-have-�he-�ewer-�e-berreW7-

24 fa+-+Repea�ea.+-

25 f9}-.8..,___The conditions upon which loans may be made and repaid; 

26 f±Gt-�he-ffle�hea-ef-reee���ia�-fer-ffleftey-�aia-iH-ea-aeeetla�-ef-

27 shares-er-�eafiS7-

28 f±±t-.2....__The manner of effecting the forfeiture of a member's 

17 
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1 shares when a member's share account balance is below the amount 

TMG 

2 established by the bylaws and remains below such amount for a period 

3 of two years; 

4 f±�+-10. The manner in which dividends shall be determined and 

5 paid out; aaa� 

6 f±a+-11. The manner in which remaining assets are to be 

7 distributed in the event of dissolution after all distributions 

a required by stt�e�vis-3:eHs-subdivision A 1 ,-A-�-aad-A-3-of § 13.1-907 

9 heve-h.a.s_been made .--; and 

10 12. The manner in which bylaws may be amended,

11 Drafting Note: No major substantive changes includes references to 
12 Nonstock Corporation Act. In subdivision 4 a change was made to 
13 indicate that there is no longer a requirement to have a credit 
14 committee if membership allows the board of directors to serve as a 
15 credit cormnittee. 

16 �-6.:i.-±99.--Wfl:ea-ameftamea�s-e�efe��ve.--�he-ey±aws-whea-se-

17 a��revea-aaa-fi±ea-sha±±-se-�he-ey±ews7ef-�he-eer�era�ieH-aHa-Be-

1s affleRam.eH�s-shail-be-epera�ive-ttft±ess-the-saffie-sfte±±-eeaferffi-te-�he-

19 �fev4s4eas-ef-�a�s-ehapeer-aae-ee-a�prevee-sy-the-€effiffi�ss�ea7--

20 § 6,1-22s.16, Amendments to articles of incorporation and

21 hylaws.--The articles of incorporation or the bylaws may be amended as 

22 provideo in the articles and bylaws. as the case may be. subject to§§ 

23 1J,1-aa6. 13,1-892. and 13,I-893, Amendments to the articles of 

24 incorpora'.:ion shal 1 be accomplished as provided in §§ 13, 1-sss and 

25 13.1-889. Proposed amendments to bylaws shall be submitted to the 

26 �-ls.s.�oner. who shall approve or disapprove proposed amendments 

27 within thirty days. A bylaw amendment will be effective upon its 

28 approval by the commissioner, 

29 Drafting Note: Proposed changes to§ 6.1-199 are to include articles 
10 of incorporation in this process. Virginia is one of seven states 
;1 that establish process for bylaws only. A few states require 2/3 or 

18 
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1 3/4 vote of members to amend. Some states don't require supervisory 
2 approval. § 13.1-886 provides that unless the board requires a 
3 greater vote or the articles of incorporation provide for a greater or 
4 lesser vote, any proposed amendment of the articles of incorporation 
5 shall be approved by more than two-thirds of all the votes cast on tl 
6 amendment, and in no event can the required vote be less than a 
7 majority of all votes cast at a meeting at which a quorum exists. 

8 The bylaws may be amended or repealed by the board except to the 
9 extent that the articles of incorporation or the Nonstock Corporation 

10 Act reserves this power to the members or the members have expressly 
11 provided that the board may not amend or repeal a particular bylaw. 

12 See MCUA § 2.32; Virginia Code§§ 13.1-886, 13.1-892, and 13.1-893. 

13 § 6,1-225.17. Bylaws amended by commission.-- Any bylaw may be 

14 amended by the Commission by order entered on its order book and 

15 certified to the credit union. Before entering any such order the 

16 Conunission shall notify the credit union of the proposed amendment and 

17 afford it an opportunity to be heard �he�eea-. 

18 Drafting Note: No substantive change. 

19 § 6.1-22s,1s. Fiscal year.--The. fiscal year of every credit 

20 union shall end at the close of business on December 31. 

21 Drafting Note: This is the same language as existing§ 6.1-209, first 
22 sentence. Remaining language in§ 6.1-209 is in membership article. 

23 § 6-;--l-��4-6,1-225.19 . Unlawful use of words "credit union. 11--

24 �he-ese-By-It shall be unlawful for any unauthorized person, 

25 eepefeRe�sh�p-partnership , association, or corporation ,-eHeepe-

26 eerpefee�eas-fefffled-ttadef-ehe-pfevisieRs-ef-eh�s-ehep�ef-ead-.o.r_ 

27 associations or corporations whose membership or constituency consists 

28 exclusively of credit unions or members of credit unions, ef-to use 

29 any name or title which contains the words 11 credit union ,-...,__ " A_ 

30 violation of the provisions of this section shall be a class 1 

31 misdemeanor ,-efld-pttaishee±e-ey-e-fiae-ef-Bee-±ess-eaea-$-!G-ftef-fflefe-

32 �hea-$�GG-fef-eeeh-dey-e£-�he-4±le�e±-ttse-e�-seeh-aeme,-and may be 

33 enjoined by any court having equity jurisdiction over the parey-

19 
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1 unauthorized user . 

2 Drafting Note: Amends only to classify misdemeanor as Class 1. No 
, other substantive change. 

4 § 6,1-22s,20. Establishing. moving. closing offices.--A. A

s credit u�ion may maintain service facilities at locations other than 

6 its main office if the maintenance of such offices is reasonably 

7 necessary to serve its members. subject to the approval of the 

a commission, An application to establish such a facility, accompanied 

9 by a fee of $200. shall be made on a form prescribed by the 

10 Commission. The Commission shall approve the establishment of the 

11 proposed service facility if it appears that the interest of the 

12 members will be served thereby and that such establishment will not 

13 impair the financial condition of the applicant or any other credit 

14 union. 

15 B. A credit union may change the location of its principal

office or a branch office, and may close any such office, provided it 

11 gives at least thirty days' prior written notice thereof to the 

18 commissioner in such form as he may prescribe. A credit union shall 

19 notify the commissioner in writing within ten days after it 

20 establishes. relocates. or closes any office, 

21 Drafting Note: Commission requested significant change from current 
22 law which allows a credit union to change its place of business on 
23 written notice to and approval of the Commission. 

24 Proposed change requires application on sec form and prior approval to 
25 establish a branch office. Establishes a shareholder's interest test. 
26 Requires thirty days' written notice to move or close a credit union 
27 office. Also, must notify Conunissioner within ten days after it 
28 establishes, relocates, or closes any office. 

29 All changes were requested by the sec. 

20 
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2 

3 

Article 4,

Powers. 

TMG 

4 �-6�t-�&&.--Pewers-�eftere±�y.--�ae-ereeie-w:iieB-mey-reeeive-�ae-

5 saviftgs-ef-ies-memeers-ift-�eymefte-fef-shares-aae-seere-eerm-sevia�s-

6 shares,-mey-±eaa-ee-4�s-mefflbers-aae-may-ttftaeree�e-sttea-eeaer-

7 eeeivi�ies-re±a�ia�-ee-eae-pttrpeses-ef-eae-ereeie-ua4ea-es-4es-eher�er 

8 er-aylews-mey-eueher4�e,-Ree-4Reeas4seea�-wi�a-�he-�revisiefts-e£-eais-

9 ehap�ef7--

10 § 6.1-22s,21, General powers,--In addition to the powers

11 specified or implied elsewhere in this chapter or in the laws of this 

12 commonwealth. a credit union may: 

13 1. Enter into contracts.

14 2. sue and be sued.

15 3. Adopt. use. and display a corporate seal,

16 4, Receive sayings from and make loans and extend lines of 

17 credit to its members. 

18 s. Individually or jointly with other credit unions acquire,

19 lease as lessor or lesse�. hold. assign. pledge. exchange, repair. 

20 mortgage, hypothecate. sell. discount. or otherwise dispose of 

21 property or assets. either in whole or in part, as necessary or 

22 incidental to its operations including such property or assets 

23 obtained as a result of defaults under obligations owing to it. 

24 6, Borrow from any source provided that a credit union shall 

25 notify and obtain prior approval of the commissioner if the total 

26 borrowings will exceed fifty percent of the credit union's outstanding 

21 shares. In no event shall the borrowings exceed ninety percent of the 

28 credit union's oustanding shares. 

21 
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1 7. sell all or substantially all of its assets or purchase all

2 or substantially all of the assets of another credit union subject to 

· 3 the approval of the Commission, 

4 a, Offer related financial services. including, but not limited 

s to. electronic fund transfers. sh_are draft accounts, safe deposit 

6 boxes, leasing of tangible personal property to its members, and 

7 correspondent arrangements with other financial institutions, 

a 9, Hold membership in other credit unions organized under this 

9 or other acts. and in associations and organizations controlled by or 

10 fostering the interest of credit unions, including a central liquidity 

11 facility organized under state or federal law, 

12 10, contract with any licensed insurance company or society to 

13 insure the lives of its members to the extent of their loans and share 

14 accounts. in whole or in part., and to pay all or a portion of the 

15 premium therefore. 

L6 11, Engage in activities or programs as requested by any 

11 governmental authority. subject to the approval of the commissioner, 

18 12, Invest its funds. operate a business, manage or deal in 

19 property when such actions are reasonably necessary to avoid loss on a 

20 loan or investment previously made or an obligation previously created 

21 io good faith. such property or business is not to he held or 

22 operated by the credit union for a period longer than reasonably 

23 req:uired to protect the interest of the credit union unless 

24 specifically authorized by the commissioner, 

25 13, Make contributions to any nonprofit civic. charitable or 

26 service organizations, 

21 14, tfudertake such other activities relating to the purposes of 

,a the credit union as its charter or bylaws may authorize. provided such 

22 
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1 activities are not inconsistent with this chapter, 

2 Drafting Note: Current law does not enumerate the powers for state 
3 credit unions. Subdivisions 1-3 and 5-12 are from Model Act and 
4 similar to twenty states, and Fed. Act. Subdivision 4 is from 
5 existing Virginia law similar to Fed. Act. Subdivision 6 is similar 
6 current law in§ 6.1-201. Model Act states fifty percent of "capital 
7 and deposits" rather than "outstanding shares. 11 Subdivision 8 should 
8 allow leasing programs, e.g., auto leasing. Subdivision 13 is a catch 
9 all similar to present Virginia law. 

10 § 6.�-�e&��-6.1-225,22 . Amendment of powers by �e�tt�e��ea-e�-

11 Commission.-- A.--In addition to the powers specifically granted to 

12 credit unions by the provisions of this chapter, the Commission may by 

13 appropriate regulation amend the powers of state credit unions so as 

14 to allow them to have powers at least comparable to those granted to 

15 federal credit unions engaged in business in this Commonwealth or to 

16 effect the purposes of this chapter. Such regulations shall be 

17 effective upon their adoption, and shall continue in effect until 

18 amended or revoked by the Commission or superseded by action of the 

19 General Assembly of Virginia. The requirement of a public hearing 

20 shall not automatically apply to regulations promulgated under this 

21 section. but the commission may hold such a hearing as it deems 

22 appropriate, 

23 B.--l..--�ae-eefflffl-iss.ieB:er-ffiey-!-sstt.e-eB:e.-serve-tt�ea-a:-efedi=c-ttfl4ea-aa 

24 ere.e�-�e-eea:se-eae-des!-st-frem-afty-tt.Rsefe-er-ttasettae-�ra:et-iee-er-a:-

26 4s-ea§ag4a§-er-aes-ea�egee.7-er-�eere-is-reaseaaele-eattse-te-ee��eve-is 

27 eeett�-te-ea�a§e,-ia-aft-tmsa£e-er-ttnsettae-�ra:e�iee-ia-=cee-e�ere�iea-e£-

28 the-ereei�-ttBieRT-er-fii*-!-s-v�e±atiB�-er-aes-Yieieted,-er-the�e-�s-

30 ether-ep�±ieae±e-�aw,-reg��aeiea-er-ereerT--Aft-e�eer-=ce-eease-eaa-

31 ees-ist-sfie±±-eeataia-a-sea=cemeae-ef-tae-fae=cs-eeasti�tt=ciag-=che-a±�egee 

23 
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4 er-vie�aeien.--Stteft-ereer-saa±±-s�eei£y-ehe-e££eeei¥e-daee-ehereef-aRd 

s sha±±-eeH�aiH-a-aeeiee-ee-eae-ereeie-Wiiea-e£-ies-ri§a�s-ee-req1:1ese-a-

6 aeariB§-eB-sttea-erder-ie-aeeerdaaee-wieh-Rtt±es-374-aHd-576-e£-�he-

7 �Rttles-e£-Prae�iee-aHe-Pfeeeettre-ef-ehe-Seaee-€er�era�ien-€efflfflissieR7� 

a �7-WfteB-�ee-ttese£e-er-ttBseWid-�raeeiee-er-vie�aeiea-s�eeified-iB-

9 sttea-ereer-ee-eease-aBd-aesis�,-er-aBy-eeneiattaeien-ehereef,-±s-±i*e±y 

10 �e-prejttaiee-ehe-iBeerese-ef-eee-ffleffleers-ef-eae-ereaie-ttBieB,-ehe-

11 €efflftlissieBer-fflay-isstte-ais-eraer-ef£eeeive-ifflffleaia�e±y.-Afl-ereer-ee-

12 eease-aHe-aesis�-saa±±-remaiB-ia-e££eee-ttaei±-ie-is-wi�herawa-ey-ehe-

13 eefflfflissiefter-er-is-eermiaa�ea-ey-eae-eefflfflissiea-af�er-a-aearia�-ea-eae 

14 ma��er�--A-re�es�-fer-heeriB§-ttftaer-�his-see�iea-sha±l-ae-�ivea-

e�eai�±etts-ereeemeBe-ea-ehe-eeekee-ef-�ae-€eftlfftissiea-aad-eae-

16 €eHURissiea-need-nee-a�±ew-fer-�ea-aeys�-Beeiee-ee-ehe-�areies.--

17 Drafting Note: This is a federal parity provision. More than forty 
18 states have a "wild card 11 statute which authorizes the regulator by 
19 appropriate regulation to amend the powers of state credit unions to 
20 have powers at least comparable to those granted to federal credit 
21 unions doing business in the state. A sentence has been added giving 
22 the sec the option to waive the notice period required by the Rules of 
23 Practice and Procedure of the Commission. Competitive disadvantages 
24 to state credit unions created by broader powers granted federal 
25 credit unions can be minimized as well as reducing the incentive to 
26 convert to a federal charter (current§ 6.l-200.2A). Section 
27 6.1-200.2 incorporates cease and desist power of Commission and has 
28 been moved to§ 6.1-225.7. 
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TMG 

2 Article 5, 

3 Membership 

4 £-6-.±-�&4.--etta±ifieaeiefts-ef-fflemeefs,-e�€ieefs,-e�e.--Every-

5 me�ef-ef-a-eFea4�-ttRiea-ffltts�-ee-a-saafeae±aer-aae-sha±±-sa�isfy-stteh-

6 eeher-pfefe��si�es-fer-memeersh��-as-�he-eytaws-fflay-spee4fy7-Evefy-

7 eff4eef,-eifee�er-aaa-eefflffl4�eee-ffleFaBer-mttse-ee-a-fflemeer-ef-ehe-eree4e-

8 tt:a:ie:a:.--

9 S 6,1-225.23, Membership defined; common bond, --A. The 

10 membership of a credit union shall consist of the incorporators. 

11 employees of such credit union. and other persons within the common 

12 bond set forth in the bylaws as have: (i} been fully admitted into 

13 membership. Cii) paid any required entrance fee or annual membership 

14 fee, or both. {iii) subscribed for one or more shares, (iv} paid the 

15 initial installment thereon. and Cv} complied with such other 

16 requirements as the articles of incorporation or bylaws specify. 

11 B. credit union membership shall be limited to persons haying a

18 specified common bond of interest. members of their immediate 

19 families, associations of such persons. other credit unions and 

20 employees of the credit union. 

21 c. A member who leaves the field of membership may be permitted

22 to retain membership in the credit union under such reasonable 

23 standards as may be established by the board of directors. 

24 D, The board of directors may expel from the credit union any 

25 member who: Ci} has not carried out his obligations to the credit 

26 union; {ii) has been convicted of a criminal offense; {iii) neglects 

21 or refuses to comply with the provisions of this chapter or of the 

28 bylaws; {iv) neglects to pay his debts. or otherwise causes financia 
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1 loss to the credit union; or <v> has deceived the credit union with 

2 regard to the use of borrowed money. However, no member shall be so 

3 expelled until he has been informed in writing of the charges against 

4 him. and an cJ;iPcrtunity has been given to him. after reasonable 

5 notice. to be heard, 

6 E. Members of the credit union shall not be personally liable

1 for payment of the debts of the credit union, 

a F. The surviving spouse of a deceased member and the blood or

9 adoptive relative of either of them and their spouses may become 

10 members. 

11 G. societies, associations. organizations, partnerships. and

12 corporations composed of persons who are eligible for membership may 

13 he admitted to membership in the same manner and under the same 

14 conditions as such-persons, 

.5 Drafting Note: A.. Virginia law currently does not have a membership 
.6 section or definition(§ 6.1-204); proposed subsection A establishes 
17 qualifications for membership in statute rather than as specified in 
18 bylaws. 

19 B. Virginia law currently similar to Model Act without word 
20 "inunediate 11 before family. 

21 C. Similar to Texas and Georgia and about 25 states which provide for
22 some retention of membership. Virginia and 23 states do not address. 

23 D. Similar to Texas. 

24 E. Florida statute. 

25 F. Surviving spouse prov1s1on from Connecticut and Maine. Blood or 
26 adoptive relatives and their spouses included in field of membership. 

27 G. Taken from Georgia act.

28 § 6,T-�99-6,1-22s.24 . F�see±-yeef�-Memhership meetings; 

29 voting.-- �fte-�isee�-yeef-ei-evefy-eEeaie-ttftiea-sae±i-eae-ee-ehe-

30 e±ese-e�-etts�Bess-ea-Beeemeef-a�.--A, The annual meeting and any 

1 special meeting of the credit union shall he held in accordance with 
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1 the bylaws. 

2 B..,__At all meetings e£-memeefs-a member shall have but one vo+ 

3 Except as hereinafter provided, no member may vote by proxy, but a 

4 member may vote by absentee ballot, mail, or other method if the 

5 bylaws so provide, A society, association, eepafeaefship-partnership 

6 or corporation, having membership in the credit union may be 

7 represented by one person authorized by such society, association, 

8 eepa��ftefsaip-partnership or corporation to so represent it 7-

9 pfevieea-�aa�-a�-. At any meeting called for the purpose of amending 

10 the articles of incorporation or dissolving the eef�efa�ieft-credit 

11 union any member may vote ehefeea-by proxy. A-memeef-may-ve�e-ey-

12 abseaeee-bel�ee-if-eae-eylews-e£-eae-efedie-ttftiea-se-�feviae�--

13 c. The board of directors may establish a minimum age, not

14 greater than eighteen years of age, as a QJJalification of eligibility 

15 to vote at meetings of the members. to hold office, or both, 

16 Drafting Note: The fiscal year provision of§ 6.1-209 has been 
17 removed from this section on meetings of members and voting rights. 
18 (See§ 6.1-225.15). A. This section should be read in conjunction
19 with§ 6.1-225.12. 

20 B. Provides more flexibility in exercising right to vote by allowing 
21 absentee or mail ballot� or other methods provided in bylaws. Change 
22 11 co-partnership" to partnership and "corporation 11 to credit union. 

23 c. Also allows the board to establish a minimum age of not more than 
24 18 to be able to vote or hold office. Provision from Model Act - 5 
25 states' minimum age is 16; 4 states have set 18; some leave it to 
26 bylaws and about 25 have not addressed issue. [See MCUA § 4.60; 
27 Virginia Code§ 6.1-209] 

28 § 6,1-22s.2s, special meetings.--A, The supervisory committee 

29 hy a majority vote may call a meeting of the members to consider any 

30 violation of this chapter, the credit union's articles of 

31 incorporation or bylaws or any practice of the credit union deemed hy 

32 the supervisory committee to he unsafe or unauthorized. 
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1 B. The bylaws may also prescribe the manner in which a special

.2 meeting of the members may he called by the members or by the hoard of 

3 directors. 

4 Drafting Note: This section is taken from the current§ 6.1-213 
5 (Powers and duties of supervisory committee) to incorporate all 
6 meetings of members in one section. Wording has been changed in form, 
7 but essentially no substantive change. For consistency the word 
8 11 shareholders" has been changed to "members," "in the opinion of the 
9 committee" changed to 11 deemed by the supervisory committee" and 

10 "unsafe and unauthorized" put in the disjunctive, not conjunctive, by 
11 stating "unsafe or unauthorized." Allows majority of supervisory 
12 committee to call a meeting of the members. 

28 



TITL6CU 

1 

2 Article 6, 

3 Share Insurance. 

TMG 

4 ;-6.±-�GG.±.--�ftsttraBee-reqttirea.--Afty-erea4e-ttR4ea-waese-seares-

5 aftd-shert-terffl-savift�s-shares-are-aee-4asttree-eft-er-be€ere-Jttly-�,-

6 ±9�67-ay�a-sea�e-er-�eaeral-a�eRey-tt�-te-ehe-limits-e£-the-tftsttraaee-

7 prev4ded-thereey-er-ttader-a-plaB-e£-share-�Rsttraaee-aeee�taa±e-ee-aaa-

8 a�preved-ey-�he-€efflffliss4eft-sha±±-ftee-therea£eer-reeeive-the-sav4Bgs-e£ 

9 4ts-meffleers-er-4sstte-there�e-aay-eeher-deet-ee±�gat4eas-ef-ehe-ered4t-

11 § 6.1-22s,26, Insurance of shares.--Every credit union 

12 authorized to do business in this commonwealth shall insure its 

13 members' shares with an approved insuring organization, A credit 

14 union which has been denied a commitment for insurance or fails to 

15 maintain insurance upon its shares shall either dissolve or merge wi 

16 another credit union which is insured by such an insuring 

11 organization, 

18 Drafting Note: This section establishes a continuing requirement for 
19 share insurance as in current law. (See MCUA § 6.60; Va. Code§ 
20 6.1-200.1) 
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1 

2 Article 7, 

TMG 

change in Corporate status: Mergers, Dissolutions. and Conversions. 

4 § 6.�-�ae73.--6,1-22s,21, Voluntary merger.--A. �we-ereai�-

5 ttaieBs-iReer�era�ee-�ttrsttaft�-�e-�his-eha��er-may-ffler§e-aaa-a-federa±-

6 ereei�-ttniea-fflay-ffler�e-iaee-a-s�aee-ereaie-ttftieB,-s�ejee�-�e-�ae-

7 a��reva�-e�-�he-€efflfflissieB.-�a-ei�her-ease,-a-mer�er-a��±iea�4eft,-

8 aeeem�aftiee-ey-�he-�reeerieea-a��;iea�ieB-iee,-s�a±±-ee-fi±ea-wi�a-�ae 

9 eeftlfflissieB.--A credit union organized under this chapter may merge. 

10 with the approval of the Commission, without regard to common bond 

11 with one or more other credit unions, state or federal, In any case 

12 in which the surviving credit union will be a Virginia state-chartered 

13 credit union, a merger application, accompanied by an application fee 

14 of #300,· shall be filed with the Commission. The Corrunission shall 

15 approve the application if: 

s 1. The conunon bond of interest specified in the bylaws of the

17 credit union which is to survive the merger is amended to include the 

18 common bond of interest specified in the bylaws of both credit unions; 

19 �7-�fte-eeara-e€-aireeeers-e€-eaeh-efea4e-tiHiea-aaepes-a-ptaft-e€-

20 mef�er-seeeia�-€ef�h-4ts-eerffls-aaa-eeBeitieas+-

21 37-Ne�wieaseaaa4a�-ehe-�fev4sieas-e€-sttha4visien-5-ef-s�esee�iea-

22 A-ef-�-�37�-895,-ehe-�±aa-ef-mef�er-se-aee�tee-is-appfevee-ey-a�-±ease

23 a-majeriey-ef-al±-the-veees-ease-ea-ehe-plaa-ae-aa�aaatta±-er-speeia±-

24 ffleetia�-e£-eee-meff\eers-e€-eaea-ereaie-�Biea7--Neeiee-ef-ehe-eaee,-

2s t4me,-aae-�±aee-e€-stteh-a-mee�4a�-saa±±-ee-�ivea-ee-eaeh-memeer-

26 eaei�±ee-ee-veee-ae�-±ess-�haa-eweaty-f4ve-aef-mere-�aaa-siRey-aays-

27 ee£ere-�he-meeein§-ia-ehe-maaner-,reserieea-ey-ehe-ar�ie±es-e€-

iaeerpera�iea-er-ehe-ey±aws-ef-ehe-efeai�-�aiee7--�ee-aeeiee-sha±l-
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1 eeft�a4ft-er-ee-eeeefflpaRiee-ey-e-eepy-ef-�fte-�±aft-ef-ffler�er-er-a-swruRary 

2 ef-��-aftd-saa!i-s�aee-�aa�-�he-�ttr�ese,-er-efte-ef-�he-�ttr�eses,-ef-�he 

3 meeeiR�-is-ee-eeftsider-�he-�±aft7-aae-

4 47--2....__The Corrunission finds that the plan of merger will 

5 promote the best interests of the members of the credit unions 

6 .aruL 

---· 
. 

1 3, The members of the merging credit unions have approved the 

a plan of merger in accordance with applicable laws and regulations. 

9 Notwithstanding subdivision A,s of§ 1J,1-s9s. the members of a 

10 Virginia credit union may authorize a plan of merger by vote of at 

11 least a majority of all votes cast thereon at an annual or special 

12 meeting at which a g11or1w is present, Notice of the meeting may be 

13 given in a manner prescribed in the articles of incorporation or 

14 bylaws. the terms of§ 1J,1-a42 relating to the manner of notice 

15 notwithstanding, A federal credit union merging with a state credit -

16 union may give notice to its members as prescribed by federal 

17 regulation, 

18 B. 1. If the Commission finds that the requirements of subsection

19 A of this section have been met and all required fees have been paid, 

20 it shall ey-eraeE-approve the merger and issue a certificate of 

21 merger which shall be admitted to record in its office and in the 

22 office for the recording of deeds in the city or county in which the 

23 registered office of each credit union is located. However, no such 

24 further recordation shall be required in the City of Richmond, County 

25 of Chesterfield or the County of Henrico. 

26 2. Upon the issuance of the certificate of merger the provisions

27 of§ 13.1-897, rnutatis rnutandis, shall become effective. 

28 c. For the purposes of this section, a member entitled to vote
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1 may vote in person or, unless the articles of incorporation or bylaws 

2 otherwise provide, by proxy. A member may appoint a proxy to vote or 

otherwise act for him by signing an appointment form. An appointment 

4 of a proxy becomes effective when received by the secretary or other 

5 officer or agent authorized to tabulate votes. An appointment is 

6 valid for eleven months unless a different period is expressly 

7 provided in the appointment form or the appointment is revoked by the 

8 member. 

9 Drafting Note: This section was rewritten in 1988. Section 13.1-895 
10 is the Nonstock Corporation Act section which sets forth the procedure 
11 for adoption of plan by members which requires two-thirds votes cast. 
12 Section 13.1-897 sets forth the effect of a merger, e.g., how real 
13 estate is owned, responsibility for liabilities and effect on pending 
14 proceedings. The new subsection A allows interstate mergers. Current 
15 law provides for merger of two Virginia state-chartered credit unions 
16 subject to the approval of the Conunission. This does not change the 
17 current law. Federally chartered credit unions can merge without 
18 regard to common bond under the rules and regulations of the NCUA. 
19 [See FCUA § 120 (12 U.S.C. 1766) and§ 205(h)(i) (12 U.S.C. 1785) in 
20 the case of insolvency or threatened insolvency.] 

The amendments will allow the merger of a state-chartered credit union 
with another credit union regardless of state or federal charter. If 

23 the surviving credit union will be a Virginia state-chartered credit 
24 union, an application must be approved by the Commission. 

25 The amendment to subsection A.3 allows the federally chartered credit 
26 union in a merger with a Virginia state-chartered credit union to give 
27 notice of the plan of merger in accordance with the requirements for a 
28 federally chartered credit union and not the state law. 

29 § 6,1-22s,2s. Voluntary dissolution,--A, A credit union may . 

30 dissolve in accordance with the provisions of Article 13 (§ 13,1-902 

31 et seq,l of chapter 10 of Title 13.1. Within ten days after the board 

32 of directors votes to recommend dissolution to the members, the board 

33 shall notify the Commissioner and the insuring organization of that 

34 fact in writing, setting forth the reasons for the proposed 

35 dissolution. 

36 B. The dissolving credit union shall also notify the
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1 commissioner of the result when the members have voted on the proposal 

2 to dissolve, and shall file with the commissioner a copy of the 

3 certificate of dissolution and the certificate of termination of 

4 corporate existence of the credit union within ten days of the 

5 issuance of each, 

6 Drafting Note: Virginia is one of two states without a voluntary 
7 dissolution statute. We probably have relied upon the provisions of 
8 the Nonstock Corporation Act. This section incorporates the nonstock 
9 act provisions and requires certain notices to the Commissioner. 

10 § 6.%-�&&.6.--6.1-225.29, Conversion of federal credit union to 

11 state credit union.--A credit union, organized under the laws of the 

12 United States and authorized to do business in this Commonwealth, may 

13 convert to a credit union organized under the laws of this 

14 Commonwealth by the following procedure: 

15 1. The directors of the federal credit union shall organize a

16 corporation under this chapter and the Virginia Nonstock Corporation 

17 Act(§ 13.1-801 et seq.) for the pttEpeses-purpose set forth in§ 

18 6.%-%96-6,1-225,13 I 

19 2. The new corporation shall apply for a certificate of authority

20 to do business as a credit union as provided in§ 67�-���-6.1-225,14 

21 

22 3. The federal credit union shall follow the procedures set forth

23 in§ 125 ( a) (12 u.s.c. § 1771) of the Federal Credit Union Act, as it 

24 now exists or may hereafter be amended, for conversion. 

25 4. Upon completion of the requirements of the Federal Credit

26 Union Act, the authorized officers of the federal credit union shall 

27 execute a certificate setting forth the procedures followed, the 

28 number of members eligible to vote and the number voting in favor of 

29 the plan of conversion and file said certificate with the Commission. 
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1 5. When the Commission has been satisfied that all of the

2 requirements of this section have been complied with, and that the 

criteria of§ 67%-%9�-6.1-225,14 have been met, the Cormnission shall 

4 authorize the state-chartered credit union to commence business as of 

5 the date it ceases to be a federal credit union. The successor 

6 state-chartered credit union shall be vested with all of the assets 

7 and shall continue to be responsible for all of the obligations of the 

8 federal credit union to the same extent as though the conversion had 

9 not taken place. 

10 Drafting Note: The Virginia statute is more extensive than Model Act 
11 and Fed. where certain details are left to regulations to implement 
12 statutes. Nearly all states and FCUA grant a right to convert 
13 charters. Corrects only cross-references. 

14 § 67±-�GG7�7--6.l-225.30. Conversion of state credit union to 

15 federal credit union.--A state credit union may convert to a federal 

16 credit union by the following procedure: 

1. At any meeting of the members called and held in accordance

18 with the Virginia Nonstock Corporation Act(§ 13.1-801 et seq.) to 

19 consider such action, the members by an affirmative vote of those 

20 holding and voting two-thirds of the votes present in person or by 

21 proxy, may resolve to convert the credit union into a federal credit 

22 union. 

23 2. A copy of the minutes of the meeting duly certified by the

24 authorized officer of the credit union shall be transmitted to the 

25 Cormnission. 

26 3. The state credit union shall take such action as is necessary

27 under § 125 (b) (12 u.s.c. § 1771) of the Federal Credit Union Act 

28 as it now exists or may hereafter be amended. to make it a federal 

29 credit union. 
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1 4. It shall file with the Commission a certified copy of the

2 organization certificate approved by the National Credit Union 

3 Administration Board. 

4 5. Upon receipt of the organization certificate the state credit

5 union shall become a federal credit union which shall be vested with 

6 all of the assets and shall continue to be responsible for all of the 

7 obligations of the state credit union to the same extent as though the 

8 conversion had not taken place. 

9 Drafting Note: Current§ 6.1-200.7 provides procedure for conversion 
10 of state credit union to federal. The amendment to subdivision 1

11 clarifies that the notice to members of the federal credit union may 
12 be given in the manner prescribed in the bylaws of the federal credit 
13 union. 
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1 

i Article a. 

3 Direction of Affairs, 

4 �-6,±-2±&7--E±ee�ieft-ef-eeare-ef-eireeters7--Afiatta±±y-the-meffleers 

s ef-eaeh-ereei�-tffiieB-sha±±-e±eet-a-eeara-ef-airee�ers-ef-aet-±ess-thaa 

6 five-memeers7-�a-ehe-aisere�iea-ef-ehe-memeers-the-eeara-ef-eiree�ers-

7 as-stteh-may-a±se-ee-�he-ereeit-eefflfflie�ee7-BReep�-as-here4a-s�eetfiea,-

8 fte-memeer-ef-�ae-eeara-ef-eiree�ers-sha±±-ee-a-mem13er-ef-the-eredit-

9 eefflffl.4�tee-er-�he-sttperv4sery-eefflfflit�ee,-aer-shai±-eae-�ersea-ee-a-

10 ffleffiher-ef-mere-eaaft-eae-ef-stteh-eefflffli�eees7--

11 �-67i-�±±,--E±eeeieB-ef-effieers7-�ewers-afta-ett�ies-ef-aireeeers7 

12 eefflpeasaeieB-ef-meffleers-ef-eeara-er-eemmi��ees7--A�-their-first-

13 meeeiag-fel±ewift�-the-aftftttal-reeeeia�,-ehe-eeara-ef-eireeters-shal±-

14 e±ee�-frem-eheir-Btmteer-effieers-�revieea-fer-ia-ehe-ey±aws-ef-tha-

ereaie-tmiea7--�he-effiees-ef-seereeary-aae-treasttrer-may,-if-the-

16 ey±aws-se-�rev4ae,-ee-he±a-ey-eae-�erseft7--

l7 �he-aeare-ef-diree�ers-sha±l-have-�he-�eaeral-maaa�emea�-e€-�he-

18 e€fairs,-€ttftes-aaa-reeeras-e�-ehe-eer�erae4ea,-shal±-meee-as-ef�ea-as-

19 may-ae-aeeessary,-aBe-i�-sha±l-ae-ehe-ettey-ef-ehe-eireeeers�-f�t-ee-

20 aet-tt�ea-a��tieaeiefts-fer-memeershi�-aaa-tt�eft-�he-eH�tt±s4eB-e€-a-

21 meH1eer7-f�t-ee-fiH-ehe-afflettHt-e€-the-e±aRkee-sttre�y-eead-whieh-sha±±-

22 ee-regttiree-e£-eaeh-effie4a�,-eefflffi4�eee-memeer-er-em�±eyee-ef-�he-

23 eredi�-ttftieft,-�he-s�re�y-ea-ehe-eeaa-�e-ee-a-sHreey-eem�aay-iieeased-

24 ee-de-ettsiaess-ia-V4r!iftia,-aaa-ehe-amettae-eheree£-�e-ae-ap�reved-ey-

25 �he-€emfflissiea7-fat-ee-de�ermifte-frem-eime-ee-eime-�he-raee-ef-

26 ia�eres�-whieh-sha±±-be-ehar�ed-eft-±eaas-aae-ee-�reseriee-ehe-

27 eenai�ieas-tmder-whieh-4a�erese-refttads,-4f-aay,-may-ee-made7-f3at-ee­

f4R-�he-ametme,-4f-aay,-�hae-may-ee-ehar�ee-fer-4ai�ia±-aae-aaaHa±-
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1 fflemaefsai�-£ees7-f4t-ee-f4R-ehe-ffla*iffltlffl-efflettHe-e£-shares-wh4eh-fflay-ae-

2 heta-ey,-aHa-�he-me*ifflwa-efflettRe-whteh-may-ae-±efte-ee,-aay-eRe-meffleer7-

3 f5+-�e-eee±afe-aiY4aeRas+-f6t-�e-aeeerffl4Be-eee-ffleRaer-4H-wh4eh-

4 a4v4aeftSS-Sftft±±-ee-�aia-eft-Sft8f€S-tSSttee-er-WteharaWft-attrtftg-a-

5 a4Yt6efta-pertea+-f6a}-ee-e��etae-e-Sttper¥4Sery-eefflfflteeee-e£-ftee-±€SS-

6 ehea-earee-fflemeers7-f6et-ee-appe4ae-e-ereeie-eefflfflieeee-ef-Hee-±ess-

7 ehaH-�aree-ffiemeefs-ttaless-ehe-mefflf)ers-aeeermiHe-eaae-eae-eeara-ef-

8 eireeeers-she±±-serve-as-ehe-eree4e-eeftlffl4eeee+-f�t-ee-fi±±-Yeeaaeies-

9 4R-ehe-aeera-e£-aifeeeefs,-ia-eae-stt�erv4sery-eefflfflieeee-er-4a-ehe-

10 ereaie-eefflfflieeee-ttaei±-ehe-e±eee4eH-ef-a�peiHemeae,-as-ehe-ease-fflay-

11 ee,-aHa-�aiifiea�iea-ef-stteeessers+-f�a�-ee-remeve-eHy-member-e£-ehe-

12 eeera-ef-a4reeeers-£ei±iag-ee-aeeeaa-reE!tt±er-meeeiRgs-ef-�he-eeere-

13 w4ehett�-eettse-£er-ehree-eeftseetteive-meaehs-er-eeherw4se-£e4±tft!-ee-

14 �erferm-aay-ef-ehe-etteies-eeYe±viag-ttpea-aim-as-e-aireeeer+-f�e�-ee-

15 remeve-eRy-meffl13er-ef-ehe-erea4e-eefflfflie�ee-fei�ift�-ee-aeeeaa-�hree-

16 eeftseetteive-re§tt±er-meeeia�s-ef-ehe-eredie-eefflffli�eee-wiehette-eattse-er-· 

17 eeherwise-fai±ia�-ee-�erferm-aay-ef-ehe-dtteies-aevelviH�-tt�eft-him-as-a 

18 erea4e-eefflffl4eeee-meffl19er7-f�e+-te-stts�eBa-aey-meft\Ber-e£-ehe-sttpervisery 

19 eefflffl4eeee-fa4±4B§-te-aeteae-regtt±ar-meeeiR�s-e£-ehe-sttpervisefy-

20 eefflfflieeee-wiehette-eattse-er-eeherwise-fai±iftg-ee-�erferm-efty-ef-ehe-

21 dtteies-aeve±viB§-tt�ea-him-as-e-stt�ervisery-eefflfflietee-meffleer,-previded-

22 ehae-ehe-meml9ers-she±l-deeiae-a�-a-meeeia§-a@±d-Ree-less-ehaB-seveB-

23 aer-fflere-ehaft-eweaey-eae-aeys-afeer-stteh-stts�easiea-if-stteh-sttspeftdea-

24 eefflfflieeee-fflemeer-shal±-ee-remeved-frem-er-reseeree-ee-ehe-sttpervisery-

25 eefflfflieeee7-f8}-te-heve-ehar�e-ef-the-iavestffleBt-ef-the-feads-e€-the-

26 eer�eraeiea7-afta-f9+-te-�erferm-stteh-eeaer-dtteies-as-ehe-meml9ers-may-

27 €rem-eime-ee-eime-atteheri2e�--

2s Ne-memeer-ef-ehe-eeara-ef-direeeers-sha±±-reeeive-aHy-

37 



TITL6CU TMG 

1 eempeasa�teft-fef-eis-serv4ees-as-a-memeer-e€-stteh-aeard7-�he-ffleffieers-

2 e�-�he-efed4�-er-stt�erv4sery-eefflffli�eee-e�-aay-ered4�-ttft4ea-hav4a�-

3 assees-4a-eHeess-ef-$5&7&&&-may-reeeive-fer-ehe4r-serv4ees,-as-stteh-

4 memeers,-stteh-eempeasaeiea-as-ehe-eeard-ef-eireeeers-may-deeerm4ae.--

5 Heai�h,-aee4eeae-aaa-�erm-±4fe-insttraaee-preeeee4ea-fer-a-d4ree�er-er-

6 eefflffl4eeee-mefflber-sha±�-aee-ee-eeas4eeree-eem�easae4ea.-Bireeeefs-and-

7 eefflffl4eeee-mefflbers-wh4±e-ea-ei�4e4a±-etts4aess-e�-�he-ered4e-ttaiea,-may-

8 ee-re4mettrsed-�er-aeeessary-eRpeases-4ae4aeaea�-ee-per�erm4a�-ehe-

9 etts4aess-e�-eae-ered4�-tm4ea.--

10 § 6,1-22s,J1, Board of directors; number; election; term; 

11 appointment of supervisory and credit committee.--A, The board of 

12 directors shall have the autho�ity and responsibility for directing 

13 the business affairs. funds, arit records of the credit union, 

14 B, The board shall consist of an odd number of directors. at 

.5 least five in number. to be eleccea by and from the members. After 

16 the election of the initial boarci_at the organizational meeting. the 

17 election of the hoard shall be held at the annual meeting or at such 

18 other time as the bylaws provide. 

19 c, A director shall be elected for a term of not less than one 

20 year nor more than four years. as provided in the bylaws. provided 

21 that if the term is more tha'J one Y:��ar. the bylaws shall establish 

22 terms of office so that an approxim<�tely equal number of directors 

23 shall be elected each year, A di.r..e.c.tor. unless removed from office, 

24 shall hold office until a successor is ___ elected and qualified, 

25 Directors may serve more than ore term,. Any vacancy on the heard of 

26 directors shall be filled until the oe,r.:L.annual election by 

21 appointment by the remainder of the directors, 

·:a P, The board of directors at its f irf�t meeting following the 
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1 annual election shall appoint {i} a supervisory committee from the 

2 membership which shall consist of an odd number. not less than three, 

3 and {ii} a credit committee from the membership which shall consist of 

4 an odd number, not less than three. or in lieu thereof, a�oint one or 

s more loan officers and, in such instances, duties and responsibilities 

6 of the credit committee shall be carried out by a loan officer or 

7 officers, The members may authorize and direct the board of directors 

8 to serve as the credit committee, No member of the hoard of directors 

9 or the credit committee shall serve on the supervisory committee and 

10 no member of the board of directors or the supervisory committee shall 

11 serve on the credit committee unless authorized by the provisions of 

12 this section, The terms for the members of both committees shall be 

13 as provided in the bylaws, 

14 Drafting Note: The first sentence is new to expressly provide that the 
15 board of a credit union is the body primarily responsible to the 
16 members for the direction for the business affairs, finances and 
17 records of credit union. The second and third sentences state that 
18 the board shall have not less than five directors (who must be 
19 members), and that they are elected at the annual meeting unless the 
20 bylaws provide different manner of election. The additions to current 
21 Virginia law are: (a) odd number of directors, (b) directors must be 
22 members, and (c) election takes place at annual meeting or as 
23 otherwise specified in bylaws of credit union. Current Virginia law 
24 simply requires annual elections. Most states (N.C., Wisc.) elect at 
25 annual meeting; however, Virginia only requires annual elections and 
26 not at annual meeting. Fla. "in the manner prescribed in the bylaws"; 
27 Colorado 11 at annual meeting or by other proper balloting within 30 
28 days before and 20 days after the annual meeting. 11 There also has 
29 been added a clarification that the "initial board" is elected at the 
30 organizational meeting. Virginia is the only state in which the 
31 statutes do not address the term for which directors are elected. The 
32 proposal is for a one- to four-year term as set forth in bylaws, 
33 thereby giving each credit union flexibility to choose method. It 
34 does require staggered terms if the term of office is more than one 
35 year. Directors are elected to serve until a successor is elected and 
36 qualified (See Ga. and Ill.). The next to last sentence will allow a 
37 director to serve more than one term (Texas). The last sentence 
38 provides for filling vacancies [FCUA § 111 (a)]. The board has the 
39 duty to appoint the supervisory and credit committee(§ 6.1-211 (6b)). 
40 FCUA allows one director, other than a compensated director (formerly 
41 the treasurer), to be appointed to the supervisory committee. Section. 
42 6.1-210 does not allow and is not a proposed change. Consistent with 
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1 MCUA § 5.12 and many states, appointments must come from the 
2 membership, consist of not less than 3 members and serve a term as set 
3 in bylaws. Also included is option from FCUA § 114 (12 u.s.c. § 
4 176lc) and Virginia Code§ 6.1-212 to appoint loan officers to approve 
5 loans. A difference in the proposed section is to allow the board to 
·6 appoint loan officers in lieu of having a credit committee. Sections 
7 6.1-210 and 6.1-211 (b) allow members to determine if the board will 
8 serve as the credit conunittee. Current Virginia Code§ 6.1-212 
9 contemplates the credit committee appointing the loan officer and 

10 continuing to function as an appellate review committee when loan 
11 applications are rejected. Section 6.1-211 (6a) provides for board to 
12 appoint a supervisory committee of not less than three members and 
13 (6b) provides for a credit conunittee of not less than three members 
14 unless the members determine that the board shall serve as a credit 
15 committee. 

16 S 6.1-22s.J2, Board of directors: election of officers.--A, At 

11 its first meeting after the annual election. the hoard of directors 

18 shall elect from its own number an executive officer. who may be 

19 designated as chairman of the board or president: a vice chairman of 

20 the hoard or one or more vice presidents; a secretary and a treasurer. 

21 The same member may simultaneously hold more than one office in the 

i2 credit union, if the bylaws so provide. They shall also elect any 

�3 other officers that are specjfied in the bylaws. 

24 B. The terms of the officers shall he one year or until their

25 successors are elected and qualified. 

26 c. The duties of the officers shall he as prescribed in the

21 bylaws, 

28 D. The hoard of directors shall appoint Ci} a chief operating

29 officer of the credit union to he in active charge of its operations 

30 and (ii} a financial officer. The chief operating officer may also 

31 serve as the financial officer. 

32 E. A credit union may use any other title it chooses for

33 officers. so long as such titles are not misleading. 

34 Drafting Note: At the beginning of the article is current Virginia 
35 law(§ 6.1-211). The MCUA §§ 5.40 and 5.50, FCUA § 112 and many 
'6 states including North Carolina, Maryland, Florida, etc., provide for 
7 the election of board officers and an executive conunittee. FCUA § 112 
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1 does not list titles of officers. The amendments allow flexibility in 
2 the designation of board officers, e.g., chairman of the board or 
3 president, establishes the term of office as one year, and requires 
4 the designation of a chief operating officer and a financial officer 
5 who shall give a bond with surety. 

6 § 6.1-225.33. Executive committee.--The board of directors may

7 appojnt from its own number an executive committee. cons�sting of not 

8 less than three directors. which may be authorized to act for the 

9 board in all respects, subject to such conditions and limitations as 

10 are prescribed by the board and§ 13.l-B69{d}. 

11 Drafting Note: Virginia is one of 16 states without an executive 
12 committee statute. Proposal similar to MCUA § 5. 50, N. C. ,· Fla., Ky., 
13 Wisc., and FCUA § 113(13). 

14 § 6.1-225.34. Meetings of directors.--The board of directors and

15 the executive committee shall meet as often as the bylaws prescribe, 

16 Drafting Note: Section 6.1-211 states that board 11 shall meet as often 
17 as may be necessary." This draft includes the executive committee of 
18 the board and requires the bylaws to prescribe when each shall meet. 

19 § 6.1-225.35, compensation of officials.--No member of the board

20 of directors shall receive any compensation for his services as a 

21 member of such board. The members of the credit or supervisory 

22 committee may receive for their services. as such members. such 

23 compensation as the board of directors may determine, Health, 

24 accident. and term life insurance protection for a director or 

25 committee member shall not be considered compensation. Directors and 

26 committee members, while on official business of the credit union, may 

27 be reimbursed for necessary expenses incidential to performing the 

28 business of the credit union. 

29 Drafting Note: This is current law in Virginia found in the last 
30 subdivision of§ 6.1-211. The last sentences were added in 1988 to 
31 allow reimbursed expenses and protection for board members in the form 
32 of insurance. FCUA §§ 111 and 112 allow only one board officer to be 
33 compensated and no compensation to remaining board members or member 
34 of a committee but reasonable insurance shall not be considered 
35 "compensation. 11 Most credit unions compensate at least one or more 
36 officers. (See N.C., Kansas, California.). Eliminates the $50,000 
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l threshold for compensation of members serving on the credit or 
2 supervisory committee. 

3 § 67±-�±�-6.1-225.36 . E±ee�iea-ef-effieers7-pewers-Powers and

\ duties of directors 7-eem�easa�iea-e£-memeers-ef-eeefe-er-eefflffli�tees-

s A�-their-first-meetiR§-fe±±ewia§-the-aaatta±-ffieetift�,-eae-eeara-ef 

6 aireeters-shal±-e±eet-freffl-their-attffteer-effieers-�revidee-fer-ia-ehe-

7 ey±aws-ef-the-ereait-tt!iieft�--�ae-effiees-ef-seeretary-aaa-ereasttrer-

8 may,-if-ehe-sy±aws-se-pre¥iae,-se-he±e-ey-eae-persea7--

9 �he-seara-ef-direeeers-sha±±-have-ehe-§eaera±-maaa�emeat-ef-eee-

12 f±t-te-In addition to any other duties set forth in this 

13 chapter. the board of directors shall have the following powers and 

14 duties: 

15 1. To act upon applications for membership and upon the

16 expulsion of a member . The board of directors may appoint one or 

1 mare membership officers to act upon applications for membership. A 

18 record of membership officer's approval or denial of membership shall 

19 be available to the board of directors for inspection. A person 

20 denied membership by a membership officer may appeal the denial to the 

21 board; 

22 Drafting Note: FCUA § 113(1) and several states provide alternative 
23 of a membership officer; federal credit unions require that officer to 
24 come from non-compensated member of board. Many state credit unions 
25 appoint from membership (Col., Fla., N.C.). 

26 f�t-ee-fiH-the-affletffit-ef-the-e±aft*ee-Sttre�y-eeRe-whieb-sba±±-ee-

27 re�4rea-e€-eaeh-e€fieial,-eefflfflittee-fflemeer-ef-effi�±eyee-e£-the-ereeit-

28 ttaieR,-the-sttre�y-eB-the-eeaa-te-ee-a-sttrety-eeffl�afty-±ieeRsee-ee-ae-

29 sttsiRess-iR-Vir�iaia,-aRe-eee-amettRe-theree€-�e-se-apprevea-ey-the-

30 8elflffl�ss4ea7-2. To purchase and maintain fidelity bond coverage, in 
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accordance with any rules and regulations of the commission: 

fa+-te-3. To determine from time to time the rate-rates of 

interest which shall be charged on loans and to prescribe the 

conditions under which interest refunds ,-4£-aay,-fflay-will be made; 

faa+-te-4, To fix the amount, if any, that may be charged for 

initial and annual membership fees; 

f4+-te-f4H-5. To determine the maximum amount of shares which 

may be held by, and the maximum amount which may be �eat-loaned to, 

any one member; 

+s+-�e-_6_,�_T_o_declare dividends on share accounts ;

f6+-te-�1�,�-T_o_determine the manner in which dividends shall be 

paid on shares issued or withdrawn during a dividend period; f6et-te­

eppeiae-e-sttpefv4sery-eefflffliteee-ef-aee-±ess-theR-ehree-fflefflfiers7-f6et­

ee-appeiHe-a-ereait-eefflfflittee-ef-aee-tess-ehaa-�hree-memhers-ttft±ess­

ehe-ffieffifiers-aetefmiae-that-ehe-eeare-ef-aireeee�s-sha!t-serve-as-ehe­

ered4t-eefflfflittee7-

+�+-ee-8. To fill vacancies in-the-eeara-ef-eireeters,-in the

supervisory committee or in the credit committee until the election or 

appointment, as the case.may be, and qualification of successors; 

f�e+-�e-9. To remove any member of the board of directors 

failing to attend regular meetings of the board without good cause 

shown for three consecutive months or otherwise failing to perform any 

of the duties devolving upon him as a director; 

+�s+-�e-10, To remove any member of the credit committee

failing to attend three consecutive regular meetings of the credit 

committee without good cause shown or otherwise failing to perform any 

of the duties devolving upon him as a credit committee member; 

f�e+-ee-11, To suspend any member of the supervisory committee 
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I failing to attend regular meetings of the supervisory conunittee 

2 without cause or otherwise failing to perform any of the duties 

3 devolving upon him as a supervisory committee member, provided that 

4 the members shall decide at a meeting held not less than se¥eft-:t.fm__ 

s nor more than tweH�y-eee-twenty-fiye days after such suspension if 

6 such suspended committee member shall be removed from or restored to 

7 the supervisory committee; 

8 Drafting Note: This is old subsection (7c) of§ 6.1-212. 
9 Legislatures have been reluctant to give board the right to remove 

10 members of supervisory conunittee without certain safeguards since the 
11 supervisory committee provides certain checks and balances with the 
12 board. Many states allow suspension of supervisory committee members 
13 by board. (North Carolina and Maine do, Florida does not; Arkansas 
14 and Minnesota like current Virginia statute.) 

15 +at-�e-12. To have charge of the investment of the funds of the 

16 eer�ere�4aH7-aaa-credit union. except that the board of directors may 

11 designate an investment committee or any qualified individual to have 

18 charge of making investments pursuant to written policies established 

J by the board of directors;

20 Drafting Note: Corporation changed to credit union for consistency. 
21 Last clause authorizing an investiment committee consistent with MCUA 
22 § 5.56(7); FCUA § 113(6); N.C. and Florida. Many states exclude loans
23 to members from board directed investments. (Col., Md .. , Mich., Pa., 
24 N.C.)

25 13, To establish policy on loans to members. which policy shall 

26 provide that the rates. terms. and conditions on any loan or line of 

21 credit either made to. or endorsed or guaranteed by Ci} an official. 

28 {ii} an immediate family member of an official. or {iii} any

29 individual haying a common ownership. investment, or other pecuniary 

30 interest in a business enterprise with an official or with an 

31 immediate family member of an official shall not be more favorable 

32 than the rates. terms, and conditions for comparable loans or lines of 

�1 credit to orher credit union members: 
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1 14. To designate a depository or depositories for the funds of

2 the credit union; 

3 1s. To authorize the acquisition or conveyance of real propert;y 

4 16. To authorize the employment and compensation of the

s president or person named by the board to manage the affairs of the 

6 credit union: 

7 12. To make adequate provisions for reserves; and

8 f9+-�e-18. To perform such other duties as the members may from 

9 time to time authorize. 

13 assees-ia-eHeese-e�-�5&,&&&-may-reeeiYe-fer-�heir-serviees,-as-sttea-

14 members,-stteh-eem�eftsaeieB-as-ehe-eeara-e�-eireeeers-may-ae�ermifte7--

15 Hea±eh,-aeeideae-aaa-�erm-�i£e-iasHraaee-�re�ee�iea-fer-a-eiree�er-ef 

16 eefflfflie�ee-memeer-sha±±-ae�-ee-eeasieerea-eem�easaeiea.-Biree�ers-aaa-

17 eemmie�ee-memeers-whi±e-ea-ef£ieiai-ettsiaess-e£-�he-ereaie-ttaiea,-may-

18 ee-rei�ttrsea-fer-aeeessary-e*�eases-iaeiaea�a�-ee-�erfermia§-ehe-

19 ettsiaess-ef-�he-ereaie-�aiea.--

20 Drafting Note: Amendment to (1) allows board to appoint a membership 
21 officer and establishes the right of appeal to the board if membership 
22 is denied. Amendment is similar to FCUA 113(1) and several state 
23 acts. 

24 Amendment to (2) simply requires the board to purchase a blanket 
25 fidelity bond as required by the Commissioner. 

26 Amendment to (3) 11 rate'' changed to "rates" because there is more than 
27 one rate of interest at any one time because of different types of 
28 share accounts. 

29 There is no change to (3a) regarding the charge for a membership fee, 
30 if any. 

31 No substantive change to (4). 
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1 Amendment to (5) added term "share accounts" which represents all of 
2 the types of accounts in a credit union. 

3 No change to (6).

Subdivisions (6a) and (6b) moved to§ 6.1-225.31. 

5 Amended (7) because filling vacancies on board is in§ 6.1-225.31.C. 

6 Amendments to (7a), (7b) and (7c) are not substantive, just using some 
7 conforming language. 

8 Amendment to (8) allows the board to designate a committee or an 
9 individual to make investment decisions pursuant to board policies. 

10 Adds subdivision 13 requiring the board to establish policies for 
11 loans to members which shall include provisions stating that an 
12 official of the credit union will not get favorable rates, terms or 
13 conditions on their loans. 

14 Adds subdivision 14 to require that board designate the depository for 
15 its funds. 

16 Adds subdivision 15 to authorize the conveyance of property. 

17 Adds subdivision 16 to authorize board to employ and compensate a 
18 manager. 

19 Add subdivision 17 to require board to make provisions for reserves. 

No change to (9). 

21 § 6T�-����--6,l-225,37, Credit committee or loan eff�eer-�e-

22 appreve-�eafts-er-aavaftees7-rev4ew-ef-a�p±iea�tefts-a4se�p�evea-hy-�eaB-

23 e€£4ee�-er-ereai�-eefflffl���ee7-fflee�4a�s-officers: appeal .-- A..-__The 

24 credit committee of s�ea-.a._credit union shall approve every loan or 

25 advance made by the eerpere�iea-credit union to members, eReep�-�ha�-

26 �he-e�eai�-eefflfflt��ee-unless it is replaced by a loan officer, as 

21 provided in subsection P of§ 6,1-22s.31. 

28 B. If the credit committee has not been replaced by action of

29 the board of directors. it may appoint and delegate to loan officers 

30 the authority to approve or disapprove loan applications . subject to 

31 the written policies prescribed by the board of directors . The 

'J2 approval of an application by the credit committee shall be by a 
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1 majority of the conunittee who are present at the meeting at which it 

2 is considered, provided a majority of the full committee is present. 

3 .c.___All applications disapproved by a loan officer may, upon 

4 request of the applicant, be reviewed by the credit committee aaa-�he-

5 The approval of a majority of the credit committee who are present 

6 at the meeting when such review is undertaken shall be required to 

7 reverse the loan officer's decision �fe¥4aea-n-. A majority of the 

8 full committee �s-shall be present at such review . No individual 

9 shall have the authority to disburse funds of the credit union for any 

10 loan for which the application has been approved by him in his 

11 capacity as a loan officer. A member whose application was disapproved 

12 by a loan officer or the credit conunittee may appeal such action to 

13 the board of directors. 

14 IL..__The credit corrunittee shall meet as often as the business of 

15 the credit union may require to consider applications for loans or to-· 

16 review the work of the loan officers. as the case may be . Reasonable 

17 notice of each such meeting shall be given to each member of the 

18 committee. 

19 Drafting Note: The amendments to A and B provide option for a loan 
20 officer in lieu of credit committee. Present law(§ 6.1-212) requires 
21 a credit committee, unless the members decide that board of directors 
22 should be the credit conunittee (§ 6.1-210). The credit committee can 
23 appoint loan officers to do its work. As credit unions have become 
24 larger it becomes more difficult for credit conunittees consisting of 
25 volunteers to act promptly and with appropriate scrutiny of each 
26 application. The loan officer approach is one possible solution. 
27 This provides a safeguard for allowing a member to appeal an adverse 
28 loan action to board of directors. 

30 repefe.--�ae-s�pefYisefy-eeffiffl4e�ee-e£-stteh-eredi�-�a4ea-sbaii-iaspee�-

31 �he-see�r4�ies,-eash-aae-aeee�aes-ef-�ee-eer�efa�iea.-A�-aay-t��e-ebe-

32 stt�efvisery-eemmi�tee,-ey-ttaaaime�s-ve�e,-may,-i�-ie-aeems-s�eh-ae�ieP 
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1 fteeessary-ee-efte-preper-eeaa�ee-ef-ehe-ereaie-ttftieft,-sttspefte-afty-

2 effieer-er-direeeer-er-aay-mem.eer-ef-�ee-ereait-eefflfflittee-aRa-saa!±,-

i�-aRy-s�eh-eff4eer,-direeter-er-memeer-ef-�he-eefflfflittee-ee-se-

4 sttspeftdee,-ea!l-the-meffl.f>ers-te§ether-te-aee-ea-stteh-sttspeRsieB-as-

5 here4ftafeer-previaea7-�he-meffil::,ers-at-stteh-meee4ftg-may-sttsta4B-stteh-

6 sttspeas4eft-afte-remeve-stteh-effieer-permafteftt±y-er-may-reiftstate-stteh-

7 effieer7-By-a-majerity-vete-they-may-ea±±-a-meeeiag-ef-ehe-

8 sharehe±ders-te-eeftsieer-aay-vie±aeieR-ef-ehis-ehapter-er-ef-the-

9 ay±aws,-er-aBy-praetiee-ef-the-eerperatieR-whieh,-iR-the-epiRiea-ef-

10 the-eeftlffli�tee,-is-ttftsafe-aad-ttaatttheri�ea7-Withia-sevea-aays-efter-the 

11 sttspeasieft-ef-ehe-eredit-eefflfflittee,-er-afty-memeer-thereef,-er-ef-efty-

12 aireeter-er-effieer,-the-s�pervisery-eefflfflietee-sha±!-eattse-Retiee-te-

13 ae-givea-ef-a-speeia±-meeeia�-ef-the-memaers-te-take-aetieB-re±aeive-

14 �e-stteh-sttspeRsieR.--

15 �he-sapervisefy-eeffiffii�tee-sha±±-make-ef-eattse-te-ee-maae-e�-ieast 

eRee-iR-eaeh-ea±eaeaf-year-a-therett§h-attai�-ef-the-feeeipts,-

17 aisettfsemeBts,-iReeme,-assets-aRa-±iaei±it�es-ef-�he-eer�eratiea-fer-

18 the-twe!ve-ea±eRder-meaths-aeR�-preeeaia�-the-meft�h-iR-whiee-the-attdi� 

19 is-eelflffleaeea,-aae-shai±-ma*e-a-ftt!±-re�efe-�hereeR-te-�he-aireeters.--

20 Stteh-fepeft-shaii-ae-read-at-the-neHt-eftftttei-meetiB§-ef-the-memeers-

21 aRa-sha±±-ee-fiiea-aad-preservea-wi�h-�he-reeeres-ef-the-eerperaeiea.-

22 Stteh-eefflfflittee-sha±�-make-ef-eattse-�e-ee-maae-stteh-sttp�±emeatafy-

23 attaies-as-ie-may-aeem-aeeessary-er-as-may-ae-efeerea-ay-the-

24 eefflfflissiea.--

25 § 6.1-225,38. supervisory committee: suspension and removal of 

26 off icia 1 s. -·-The supervisory committee; 

21 1. Shal 1 make or cause to he made an annual audit of the credit

union and shall submit a report of that audit to the board of 
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1 directors and a summary of the report to the members at the next 

2 annual meeting of the credit union; 

TMG 

3 2, shaJJ make or cause to be made such supplementary audits an, 

4 verification of members' accounts as it deems necessary or as may be 

5 ordered by the hoard of directors, and submit such report to the board 

6 of directors; and 

7 3, May by unanimous vote suspend any officer of the credit union 

a or any member of the credit committee or of the board of directors, 

9 until the next meeting of members, which shall be held not less than 

10 ten nor more than twenty-five days after any such suspension. at which 

11 meeting such suspension shall be acted upon by the members, 

12 Drafting Note: This replaces current§ 6.1-213. It provides for an 
13 annual audit by the supervisory committee and a report to the board as 
14 under current law. New language requires a summary of the audit 
15 report to be submitted to the members at the next annual meeting in 
16 lieu of reading the entire report. There is no change in requiring 
17 supplementary audits, but adds 11 and verification of members· accounts 11

18 as deemed necessary or ordered by the board. This section provides a 
19 procedure for supervisory committee to suspend officers, directors, · 
20 and credit committee members and to call a meeting to have such perso�-
21 permanently removed. Some acts and MCUA allow suspension by 
22 two-thirds vote and don't require unanimous vote as in Virginia. This 
23 section is taken from 115 (12 u.s.c. § 176ld) of the FCUA. This does 
24 not provide for board's removal of supervisory committee members with 
25 subsequent approval of members. 

26 § 67�-2�37�-6,1-225.39 . Special audit.--The 8efflffl4ss�eR-

27 Commissioner may require a credit union to have an independent audit 

28 made of its books, records, and methods of operation, by a certified 

29 public accountant or other qualified person or firm approved by the 

30 Eefflffl�ss4-eB-Comm,ission·er , whenever it appears to the 8efflffl�ss4-eR-

31 Commissioner that the system of internal controls pertaining to such 

32 credit union is not adequate, or that such credit union is engaging in 

33 aaB�efetts±y-unsafe or unsound practices, or that the financial 

34 condition of such credit union makes such an audit necessary. 
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1 Drafting Note: This is former § 6.1-213.1. Changes authority to 
2 require such audit from the Commission to the Commissioner. 

3 § 6.±-�G4-6,l-225.40 . Qualifications of members,-officers, 

etc.-- Every-ffleffieer-e£-e-eree4�-tta4eft-mtts�-ee-a-shereae±aer-afta-sha±± 

s se��s€y-stteh-e�her-�rereqtiisi�es-fer-mefflbership-as-�he-ey�aws-may-

6 s�ee�£y7--Every officer, director and committee member mtts�-shall be 

7 a member of the credit union. 

8 Drafting Note: No change to second sentence. 
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1 

2 Article 9. 

3 Accounts. 

4 § 6.1-225,41, Share accounts.--A. Every credit union may issue 

s shares to and maintain share a·ccounts for any member qualified 

6 pursuant to the credit union's bylaws. 

7 Drafting Note: Establishes authority to issue shares to members. 

a B. Shares and share accounts may be withdrawn for payment to the

9 account holder or to third parties in such manner and in accordance 

10 with such procedures as may be established by the board of directors. 

11 Drafting Note: Establishes right of withdrawal for payment to third 
12 party. From MCUA § 6.26(1) and similar to Ky., Kansas, and N.J. 
13 Somewhat similar language authorizing share draft or transactional 
14 accounts is set forth in FCUA § 107 (6){c) and in 12 states and with 
15 some variation in 12 additional states. 

16 c, Shares and share accounts shall be subject to any withdrawal 

11 notice requirement which may be imposed in the credit union bylaws. 

18 Drafting Note: Allows bylaws to establish notice requirement for 
19 withdrawal. See MCUA § 6.26(2}. Similar to Ky. and Md. Several 
20 states establish specific number of days notice in state act. 

21 § 6.-i--�96-6.1-225.42 . Payment for shares; transfers; lien on 

22 shares.--Shares shall b� paid for in money. Saares-sfta±±-ftet-ee-

23 traRsferaa!e-e*eep�-te-the-aeeettR�-ef-aRetfier-memeer-er-te-a-feeera±-

24 a�eftey-er-a-eerperatiea-er§aai2ea-pttrsttaRt-te-ehe-Vir!lRia-ereait-

2s Ga!ea-Seare-�RsttraRee-Aet-f£-67i--�26�i--ee-seq7t,-a�eft-�aymeRt-ey-stteb-

21 be subscribed to, paid for, and transferred in such manner as the 

28 bylaws prescribe, The credit union shall have a lien on the shares 

29 including share accounts of a member in his individual. joint. or 

30 trust accounts and upon any dividends payable thereon as security for 

31 all debts and obligations owed ey-aim-te-it-, and for any loan 
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1 a:..""td..o_r�ed by. such member to the credit uni on .

2 Drafting Note: Requires shares to be purchased for cash and not 
3 exchanged for goods or services. The last sentence continues the 
4 statutory lien on shares in Virginia, but expands provisions to 

TMG 

5 include loans endorsed by a member. There has been some erosion by a 
6 fede'!.:-ai case in Kansas regarding federal tax liens. (Check u.c.c. § 
7 9-31 for creation of a supe; lien protected by Federal Tax Lien Act.)

8 § 6-:--l:-��9-6,1-225.43 . Dividends.-- A....._At such intervals and_ 

9 for such periods as the bylaws provide and after provision for the 

10 required reserves, the board of directors may declare dividends on 

11 shefes-share accounts from the undivided earnings or other funds set 

14 

15 B. Dividends may be paid at different rates on different types

16 of share accounts and at different rates and maturity dates in the 

17 case of share certificates. 

3 �Dividend credit may be accrued on shares as authorized by the 

19 board of directors. 

2.0 D. The rates of dividends and terms of payment may be declared

21 in advance by the board of directors.

22 E...__Ne-In no event shall a dividend ene��-be paid, if, after 

23 the payment thereof, the liabilities of the credit union would exceed 

24 its assets. 

25 Drafting Note: This section allows different rates for different 
26 t'V'Des of share accounts and share certificates and allows for 
27 di;idends to be declared in advance. Dividends would be paid from 
28 �ndivided earnings after providing for the reserves required by 
29 statute. The period for dividends being declared can be established 
30 by bylaws, thus allowing a credit union to pay dividends from the 
31 fi:·st of the month on funds received by the tenth. 

32 § 6,1-225, 44, Ascertainjng value of assets,-- In ascertaining 

33 the· ·value of the assets of a credit union, a loan delinquent for more 
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l than two but less than six months shall be valued at ninety percent of 

2 the unpaid balance; a loan delinquent for six months but less than 

3 twelve months shall be valued at seventy-five percent of the unpaid 

4 balance; and a loan delinquent for twelve months or more shall be 

5 treated as of no value. 

6 Drafting Note: No change. 

7 § 6�%-�9f-6.1-22s,4s . She�e-ef-mifte�s-Minors' accounts 

8 Shares of a credit union may be issued in the name of a minor, and 

9 such shares may be withdrawn by such minor, and in such case payments 

10 made on such withdrawals shall be valid. 

11 Drafting Note: No change. 

12 § 67�-�&�.%-6,1-225,46 . Individual retirement accounts 

13 es�ae±ishea-ttaaef-Feaefa±-Effl�±eyee-Re�iremefte-Seett�i�y-Ae�-. etc 

14 �e-�he-eH�eft�-a±±ewea-ey-�eaera±-±aw-a-A.._credit union may act as 

15 trustee or custodian .Li)_of individual retirement.accounts establishr� 

16 with i�-the credit union for the benefit of its members under the 

17 Federal Employee Retirement Security Act of 1974, as amended from time 

18 to time : {ii} pension funds of self-employed individuals or of a 

19 company or organization sponsoring the credit union: or (iii) other 

20 similar retirement or pension plans . Contributions thereto and 

21 earnings thereon may be accepted and retained in accordance with eeie-

22 that act but mtts�-shall be invested in shares of the credit union. 

23 If the credit union bylaws so provide such accounts may be established 

24 for the benefit of members in the names of other trustees or 

25 custodians who are qualified to serve as such under the laws of this 

26 Commonwealth and s&�a-that act. �he-�ieft-§iYea-sy-£-6��-�&6,-she±�-

27 ae�-a��aea-�e-shares-ae±a-ia-s�eh-aeeettft�s.--

28 Drafting Note: The proposed changes will broaden the authority of 
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1 credit unions to serve as trustee or custodian of self-employed 
2 pension plans (SEPs), profit sharing plans or accounts under ERISA of 
3 1974. Removes the exclusion of such plans from the statutory lien 
4 credit unions have on share accounts. {See§ 6.1-207.l( i).) 

5 § 67�-2&�.2-6.1-225.47 . Acceptance of money under Virginia 

6 Uniform Gif�s-Transfers to Minors Act.--If the custodian or the minor 

7 is a member of the credit union, the credit union may accept money 

8 paid to it pursuant to the Virginia Uniform Transfers to Minors Act(§ 

9 31-37 et seq.) for credit to an account in the name of the custodian

10 or custodians as provided in such act. 

11 Drafting Note: Other than correcting title of section, no change. 

12 § 6.�-2ea.a-6.1-22s.48 . Ba�aftee-aee-Accounts of deceased .w:_ 

14 e�e.--.--A credit union may pay any share balance due a deceased 

15 person or any person under .a....disability to the personal 

16 representative, guardian, curator, or conunittee of such person upon a­

�.7 le��er-ef-gtta�iiiea�ieR-as-sttea-pefseRa�-fepfes�R�a�ive7-�afeiaR,-

l8 e�faeer-er-eefflffli��ee-4ss�ee-ey-aRy-eettf�-ef-eefflpe�ea�-1ttf4sa4eeiea-e£-

19 eh�s-eemm.eftwea±eh-proper proof of the appointment and qualification 

20 of such fiduciary 7-eRa-stteh-. such ±e��ef-qualification shall be 

21 sufficient authority for making such payment. A credit union making 

22 such payment shall no longer be liable for the amount so paid to any 

23 person waemeee¥ef-. The presentation of a duly certified letter .o.t__ 

24 certificate of qualification as personal representative, or other 

25 fiduciary, guardian, curator, or committee shall be conclusive proof 

26 of the jurisdiction of the court issuing the same. 

27 A credit union which has received no written notice and does not 

28 have actual notice that a member is deceased or has been adjudicated 

29 incompetent. may pay or deliver shares in such member's account in 

o accordance with the provisions of the account contract without
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1 liability to any person for the amounts so paid. 

TMG 

2 Drafting Note: Updates terms and adds protection for credit union 
3 when not aware of death or disability of member with a joint account 
4 (See§ 6.1-208.3.). Second paragraph from§ 6.1-194.57; also see§ 
5 6.1-70. 

7 Payment of small balances to speases,-distributees or other 

8 persons.--When the share balance of a deceased person upon whose 

9 estate there she�l-haYe-ha.s_been no qualification does not exceed 

10 $5,000 ..._it shall be lawful for the credit union, after sixty days 

11 from the death of such person, to pay such balance to his or her 

12 spouse, and if none, to the distributees of the decedent or other 

13 persons entitled thereto under the laws of this Commonwealth. The 

14 receipt therefor shall be a full discharge ana-eef;ftti��aftee-of the 

15 credit union es-ee-e±�-�efseas-whefflseeYef-for the amount so paid. 

16 PfeYided,-seee-Such balance or any part thereof shall not ee-exceed 

17 the amount given a priority by§ 64.1-157 after thirty days from the' 

18 death of such person ,-efta-ttpeft-, Upon the written request of the 

19 spouse, or if there ee-.i.a_none, �eea,-the distributees of the 

20 decedent or other persons entitled thereto under the laws of the 

21 Commonwealth the balance may be paid to the funeral director or 

22 mortuary handling the funeral of such decedent afta-a-. A receipt of 

23 the payee shall be a full and final release of the credit union for 

24 the amount so paid. 

25 Drafting Note: No change. Comparable to§§ 6.1-71 and 6.1-194.58. 
26 (See§ 6.1-208.4.) 

28 6.�-�96.4-6.1-225,48 and 6,1-225,49 to federal credit unions.--The

29 provisions of§§ 6.�-%&8.3-eftd-6.%-��8.4-6.1-225,48 and 6.1-225.49

30 shall apply to federal credit unions operating in this Commonwealth + 
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1 the extent that the same are not inconsistent with any federal law 

? applicable to such credit unions. 

Drafting Note: Only change is reference to code sections. (See§ 
4 6.1-208.5.) 
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l 

2 Article 10. 

3 Loans. 

4 § 6.1-22s.s1, Purpose and condition of loans.--A credit union 

s may lend to its members for such purposes and upon such conditions as 

6 the bylaws may prescribe. The board of directors shall establish 

1 written policies with respect to granting loans and extending lines of 

a credit, including the terms, conditions, and acceptable forms of 

9 security. 

10 Drafting Note: Current§ 6.1-198(9) simply states that bylaws shall 
11 specify conditions for making loans. Proposal follows MCUA in 
12 flexible provision to allow the board to create a loan policy that 
13 fits the credit union, its resources, and its members. (MCUA § 710) 

14 § 6.1-22s.s2. Other charges.--A. In addition to interest 

15 charged on loans, a credit union may charge members all reasonable 

16 expenses in connection with making, closing, disbursing, extending, 

11 collecting, or renewing loans. 

18 B. In accordance with the bylaws, a credit union may assess

19 charges to members for failure to meet in a timely manner their 

20 obligations to the credit union. 

21 Drafting Note: Allows credit union to assess late charges and charge 
22 fees for expenses of services rendered to a member. Subsection B 
23 addresses the assessment of late charges, etc. See§ 6.1-330.80. 

24 § 67�-���-6.1-225.53 . beafts-§eftere±±y-Loan limit .-- A7--No 

25 loan may be made to eB-iaeiviette±-a member if, upon making the loan, 

26 he-the member would be indebted to the credit union on loans to h�m-

27 such member in an aggregate amount which would exceed ten percent of 

28 its ett�seaaein�-saeres-share accounts and reserve fund, or the 

29 maximum amount as authorized by its bylaws, whichever is less. �f-ehe 

30 berrewer-er-eneerser-is-e-meml:,ef-ef-ehe-ereeie-eefflfflieeee-ehe-�eea-ffitts� 
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1 ee-a��revee-ey-ehe-stt�erYiSefy-eefflffli�eee-iRSteae-ef-ey-�he-ereeit-

2 eefflffliteee7-hewever,-weere-stteh-±eaft-is-ftt±±y-seettree-ey-shares,-stteh-

3 ±eaR-may-ee-a�prevee-ey-ehe-ereeie-eefflfflieeee.--

4 B.-Ne-±eaft-sha±t-ee-maee-ee-aft-�fteivietta±-wae-is-ftee-a-memeer-ef-

s the-ereaie-ttftieft.-�£-ehe-ereeie-eefflfflieeee-shett±a-*RewiH�±y-a��reve-

6 stteh-a-±eaH,-ies-memeers-sha±±-ae-jeiftt±y-aBa-severa±±y-liaa±e-�e-ehe-

7 ereaie-ttRieB-fer-ehe-ifflffleaiaee-repaymeBe-ehereef.--

a Drafting Note: No substantive change from current ten percent 
9 limitation. MCUA--ten percent of 11 total assets"; FCUA--ten percent of 

10 "unimpaired capital and surplus"; Cal.--ten percent of "shares. 11 (See 
11 § 6.1-217.)

12 § 6.�-��q-6,1-225.54 . Loans §eRera±±y-to members of credit 

13 committee: nonmember loans .--A. Ne-leaft-may-ae-maae-ee-aR-ifta�viatta± 

14 if,-ttpeR-fflftk�Rg-ehe-±eaft,-fte-wett±a-ae-iftaeeeea-ee-ehe-ereaie-ttftteft-eft-

15 !eafts-ee-him-iR-aR-a§!re,aee-amettae-waieh-wettla-eHeeee-�eR-�ereeRe-e�-

18 endorser is a member of the credit committee, or a member of the board 

19 of directors if the board is serving as the credit committee. the loan 

20 mttse-shall be approved by the supervisory corrunittee or a loan officer 

21 instead of by the credit committee; however, where such loan is fully 

22 secured by shares, such loan may be approved by the credit committee. 

23 B. No loan shall be made to an individual or entity who is not a

24 member of the credit union. If the credit conunittee or loan officer 

25 should knowingly approve such a loan, ies-t.he...Jnembers of the_credit 

26 committee shall be jointly and severally liable . or in the case of a 

27 loan officer, he shall be indiyidually liable, to the credit union for 

28 the immediate repayment thereof. 

�9 Drafting Note: The amendments to subsection A include restrictions on 
approval of loans to board members, if the board also serves as the 
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1 credit committee. In such event, the loan would be approved by the 
2 supervisory committee or a loan officer. The amendment to subsection 
3 B establishes the same liability for a loan officer who knowingly 
4 approves a loan for a nonmember. 

5 § 6.1-225,55, Lines of credit,--Notwithstanding the requiremen·

6 of§ 6,1-225,37, the credit committee or a loan officer may approve an 

1 applicatfon for a line of credit, When a line of credit has been 

a approved. advances may be made as requested without further loan 

9 application or approval if the aggregate outstanding balance on all 

10 advances does not exceed the limit specified, 

11 Drafting Note: Some refer to this as a self-replenishing line of 
12 credit. It allows open-end loan plans, e.g., credit cards. 

13 § 6.1-225,56, cooperative loans,--A credit union may originate

14 loans to credit union members jointly with other credit unions. credit 

15 union organizations. or other financial institutions pursuant to 

16 written policies established by the board of directors which shall 

17 include the limitation set forth in§ 6,1-22s.s3, A credit union 

18 which originates such a loan shall retain at least a ten percent 

19 interest in such loan. 

59 



1L6CU 

Article 11. 

Investments. 

investments .--The funds of a credit union , not used in loans to 

members. may be invested in the following ways only: 

f±*-beBe-�e-memBe�s-ef-�ae-efeei�-ttftieR7-

TMG 

Drafting Note: This change places more emphasis on the primary duty 
of credit unions to invest their funds in loans to members. Many 
credit unions refer to investment of capital (deposits) reserves and 
surplus rather than just "funds." FCUA and MCUA use term "funds" as 
in Virginia. 

f�*-��eRe-Loans to other insured credit unions to the 

extent permitted in the bylaws; 

fa+-Bepesi�ee-ia-eeB*S-iB-whieh-�he-aeeel:lft�S-afe-iRsttfea-ey-�ae-

f4+-2...,__�Bves�ea-rn shares. share accounts. or deposits of 

other insured credit unions to the extent authorized in its bylaws, 

but not to exceed twenty-five percent of outstanding shares and 

reserve fund, in shares of other insured credit unions; 

3. In shares or deposits of any corporate credit union provided

such investments are specifically authorized by the board of director 

making the investment; 

Drafting Note: Old (10). 

4. In federally insured banks and savings institutions:

Drafting Note: Old (3) and (6) dropping the FDIC and FSLIC reference 

f5*-�aveseee-�H-5, In the capital stock of the National Credit 

Union Central Liquidity Facility or any central liquidity facility 

established under the laws of the Commonwealth ,-in-ee!i§a��eHs-ef-
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1 stt13eivisiea-ef-ageftey-e£-�ae-eemmeBwee±�h-e£-Vir§tB4a,-ifte;tte4a�-

2 feYefttte-eeaes-; 

3 6, In obligations of the United States and securities fully 

4 guaranteed as to principal and interest thereby; 

5 7, In obligations of the commonwealth of Virginia and any 

TMG 

6 political subdivision thereof. including but not limited to, revenue 

1 bonds: 

8 Drafting Note: Old (6). 

9 f6t-�aves�ea-ia-savtHgs-eeeettft�s-e£-aBy-seviags-eaa-ieea-

10 esseeiaeieB-weese-eeeetta�s-ere-iasttrea-ey-�ae-Feeere±-Savia�s-aad-�eeft 

11 �asttraaee-eer�efe�iea7-

12 f�+-�aves�ed-ia-8. In such stock, securities, obligations, or 

13 other investments as may be approved from time to time by the 

14 Conunission; 

15 fa+-�aves�ed-ia-�Re-9. In real estate, office atti±aia§-

16 buildings , equipment ..c-and furnishings of the credit union provided 

17 that the aggregate investment in all such fixed assets shall not 

18 exceed five percent of the total of the members' shares-share 

19 accounts without the prior written authorization of the Corrunissioner 

20 ef-F4aaneia±-±Rs�4�tt�iens-; 

21 f9t-�nveseea-�e-�ae-eHeea�-ett�aeri2ea-ia-i�s-ey±aws-ia-eae-

22 �ttrehase-ef-s�ee*-eae-e�her-seettEieies-er-ee!i�a�ieas-ef-e-serviee-

23 eef�eEaeiefi-ef-eerpefa�ieas-ia-aft-amew=t�-ftee-ee-eHeeed-five-�efeeft�-ef 

24 ee�seaadia§-shares-eaa-feserve-fttRe7-Stteh-efeaie-HRiea-mey-aee-4Rves�-

25 ia-aBy-stteh-serviee-eer�ereeiea-ttB±ess-i�-ttses-ef-ineenes-�e-ttse-eRe-

26 serviees-ef-sttea-serv4ee-eerpera�4eB7-Fer-�he-�ttf�eses-ef-�h4s-

27 see�iea,-e-�serviee-eef�ereeiea�-�s-defiBee-es-efte-eft§e�ed-�riffieri±y-

28 ia-reaaeria�-serv�ees-ee-ewe-er-mere-eredie-wiieas7-�he-eeffllftissiea-m�T 
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· 4Bves�ea-iB-seeres-er-ee�esi�s-e€-aay-eea�ra�-ereai�-ttnieR-�reviaea­

stteh-iHves�meH�s-are-s�eei£iea±ly-atteheri2ee-ey-�ae-eeara-e€-eiree�ers

e€-�he-ereai�-HRiea-makia�-�he-iaves�mefi�7--

10. In shares. stock. deposits in. loans. or other obligations

of any organization. corporation. or association, if Ci} the 

membership or ownership. as the case may be. of such organization, 

corporation. or association is primarily confined or restricted to 

credit unions or organizations of credit unions and {ii} the purpose 

for which such organization. corporation. or association is organized 

is to strengthen or advance the development of credit unions or credit 

union organizations; provided such investment by any credit union 

'all not exceed five percent of the credit union's outstanding shares 

and reserves without the prior approval of the commissioner: 

Drafting Note: Allows credit union to invest in a credit union 
service organization which can furnish essential services to the 
credit union. 

11. In deposits in. loans to, or shares of any Federal Reserve

Bank: and 

Drafting Note: Conforms to legislation allowing financial 
institutions other than banks access to the Federal Reserve. 

12, In cooperative loans with other credit unions or credit 

union organizations: provided such investment shall not exceed ten 

percent of outstanding shares and reserves of the investing credit 

union. 

_ Drafting Note: This prov1s1on allows credit unions to join together 
to invest in a loan which may be larger than any one credit union may 
�nt to invest in. The proposed section is similar to ,the MCUA § 7.40

d the FCUA § 107 (5)(E). 
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1 

2 

3 

Article 12. 

Reserves, 

4 § 6.±-��8-6,1-22s,sa . Rese�ve-€ttRe-Trans£er to regular 

s· reserves: special reserves A7--At the end of each accounting 

TMG 

6 period, as provided in the bylaws, whether a dividend is to be paid or 

7 not, the gross earnings of the credit union shall be determined. From 

8 this amount, there shall be set aside sums as a regular reserve in 

9 accordance with the following schedule: 

10 1. A credit union in operation for more than four years and

11 having assets of $500,000 or more shall set aside (i) ten percent of 

12 gross income until the regular reserve shall equal four percent of the 

13 total of outstanding loans and risk assets, then (ii) five percent of 

14 gross income until the regular reserve shall equal six percent of the 

15 total of outstanding loans and risk assets. 

16 2. A credit union in operation less than four years or having

17 assets less than $500,000 shall set aside (i) ten percent of the gross 

18 income until the regular reserve sh.all equal seven and one-half 

19 percent of the total o( outstanding loans and risk assets, then (ii) 

20 five percent of gross income until the regular reserve shall equal ten 

21 percent of the total of outstanding loans and risk assets. 

22 3. Whenever the regular reserve falls below the stated percent of

23 the total of outstanding loans and risk assets, it shall be 

24 replenished by regular contributions in such amounts as may be needed 

25 to maintain the stated reserve goals. 

26 4. The Commission may increase or decrease the stated reserve

27 requirement when in its opinion such an increase or decrease is 

28 necessary or desirable. 
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5. In addition to such regular reserve, special reserves shall be

established when found by the board of directors of the credit union 

-- by the Commission to be necessary to protect the interest of 

·members.

6. Unless otherwise prohibited by the Commission, the board of

directors of the credit union may establish additional, regular 

reserves when in its opinion such an increase is necessary or 

desirable. 

Drafting Note: No change. 

B7--§ 6.1-225,59. Use of reserves, --Losses may be charged to 

the reserve fund. Any sums recovered on items previously charged to it 

shall be credited to the reserve fund. No dividends shall be paid out 

of the reserve fund unless the fund, after such payment, exceeds the 

total amount required to be set aside in the regular reserve and 

�cial reserves of the credit union. 

Drafting Note: No substantive change. 

e7--§ 6.l-225,60, Risk assets defined. --For the p�fpeses­

purpose of establishing the reserves required by this see�4en-article 

, all assets except the following shall be considered risk assets:· 

1. Cash on hand;

2. Deposits and shares in federal or state banks, savings aaa­

±eaft-essee�a�iens-institutions , and credit unions; 

3. Assets which are issued by, fully guaranteed as to principal

and interest by, or due from the United States government, its 

.agencies, the Federal National Mortgage Association, the Government 

National Mortgage Association, or the Commonwealth of Virginia or any 

political subdivision thereof; 

4. Loans to other credit unions;
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1 s. Insured student loans;

2 6. Loans insured under Title I of the National Housing Act (12

3 u.s.c. § 1703) by the Federal Housing Administration;

4 7. Shares or deposits in eeB�fa�-corporate credit unions

5 organized under the laws of this Commonwealth or the Federal Credit 

6 Union Act; 

7 8. Prepaid expenses;

8 9. Accrued interest on nonrisk investment;

9 10. Loans fully secured by a pledge of shares in the lending

10 credit union, equal to and maintained to at least the amount of the 

11 loan outstanding; 

12 11. Loans which are purchased from liquidating credit unions and

13 guaranteed by the Virginia credit Union Share Insurance Corporation e� 

14 .o..t._the National Credit Union Administration; 

15 12. Investments in the insuring organization and in the National

16 Credit Union Administration Central Liquidity Facility; 

17 13. Furniture and equipment; aaa-

18 14. Land and buildings ---·
• J---

19 15, Investments with a maturity of three years or less: and

20 16. In addition to subdivisions 1 through 16 of this section.

21 such assets as the commissioner may classify as not being risk assets 

22 for the purpose of this section. 

23 Drafting Note: Virginia's reserve section was rewritten in 1986 and 
24 is similar to the FCUA § 116{a) and (b). The MCUA has adopted a 
25 different approach which reflects the reconunendations of the 
26 Capitalization Commission. That approach keeps the formula for 
27 reserving out of the statutes and allows for it to be set by 
28 regulation. The Commissioner is directed to establish a reserve 
29 schedule by regulation. Certain guidelines for the Commissioner are 
30 set by statute by requiring that reserves be based on risk assets and 
31 the transfer to reserves based on gross income of the credit union. 
32 It also sets lower transfer to reserves requirement for credit unions 
33 in operation more than a specified number of years and having assets 
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in excess of certain dollar amounts. 

Virginia law allows board of directors to establish special reserves 
·�en necessary to protect the interest of members and additional
�gular reserves. Section 6.1-225.59 provides that losses may be 

charged to the reserve fund, and no dividends shall be paid therefrom 
unless an excess reserve would remain after such payment. 

(See N.C. § 54-109.86; MCUA § 10-12.) 

Drafting Note: This new section will allow a credit union to pool its 
resources with other credit unions, service organizations or other 
financial institutions to make loans to its members. Cooperative 
loans would enhance smaller credit unions' ability to make large loans 
to their members, such as in purchasing a residence with a long term 
loan. There is a ten percent limitation on loans to any one member 
and a requirement that the originating credit union must retain at 
least ten percent interest in such loan. 
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1 

2 

3 

Article 13, 

out-of-State credit unions. 

4 § 6.�-�&8.6-6,1-225,61 . Out-of-state credit unions.--A. A 

TMG 

5 credit union organized and doing business in another state may conduct 

6 business as a credit union in Virginia with the approval of the 

7 Commission. The Conunission shall find that the out-of-state credit 

8 union: 

9 1. Is a credit union duly organized under the laws of another

10 state which would allow credit unions organized in this Commonwealth 

11 to conduct business in that state; 

12 2. Has share insurance for its members;

13 3. Reasonably needs to establish a place of business in this

14 Commonwealth to adequately serve its members in this Commonwealth; 

15 4. Is e�amined and supervised by the supervisory authority of t.

16 state in which the out-of-state credit union is organized; and 

11· s. Has filed an application with the Commission to conduct such

18 business. 

19 B. The out-of-state. credit union shall:

20 1. Grant loans at rates of interest not in excess of the rates

21 permitted for credit unions organized under the laws of this 

22 Commonwealth; 

23 2. Comply with the same consumer p�:otection provisions that

24 credit unions organized under the laws of this Commonwealth are 

25 required to obey; 

26 3. Designate and maintain a registered agent in this

27 Commonwealth; 

28 4. Submit all examination reports from its supervisory agency t
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1 the Commission; 

? 5. Have any insurer of shares designate an agent for service of

process and agree that in the absence of such designation service may 

4 be upon the clerk of the Commission;· and 

5 6. Inform the members of the credit union who use any facility

6 authorized pursuant to this section of the state where the 

7 organization, supervision, and share insurance of the credit union 

a are, and of the fact that it is not regulated, supervised .-_or insured 

9 by any agency of this Commonwealth. 

o c. Credit unions organized in this Commonwealth may establish 

1 offices outside the Commonwealth upon approval of the Conunission. 

2 D. The Commission may suspend or revoke the authority of an

3 out-of-state credit union to do business in Virginia if the Commission 

4 finds that such credit union is not in compliance with the 

·equirements of this section.

6 Drafting Note: Virginia adopted§ 6.1-208.6 in 1985. Virginia 
7 requires reciprocal authority, share insurance, reasonable need to 
B establish business in Virginia, examination and supervision by state•s 
9 supervisory authority where organized and must file application with 
o Commission. Also allows Virginia credit unions to open offices out of 
1 state with approval of Conunission. No change. 
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2 Article 14...,__ 

3 Miscellaneous, 

4 § 6.�-��3-�-6.1-225,62 . PeRa��y-fef-eef�a�a-ae�s-ey-e£:f�eef,-

5 ai�ee�ef,-eee.--Offenses .--Any officer, director, employee, receiver 

6 .--or agent of a credit union who willfully does any of the following 

7 shall be guilty of a Class 6 felony: 

8 1. With the intent to deceive, falsifies any book of account,

9 report, statement, record ...._or other document of a credit union 

10 whether by alteration, false entry, omission ...._or otherwise; 

11 2. Signs, issues, publishes _or transmits to a government agency

12 any book of account, report, statement, record Jo-or other document 

13 which he knows to be false; 

14 3. By means of deceit, obtains a signature to a writing which is

15 a subject of forgery; 

16 4. With intent to deceive, destroys any credit union book of

17 account, report, statement, record .-_or other document; or 

18 s. With the intent to defraud, shares or receives directly or

19 indirectly any money �fefi�-, p:i::-operty J.-or benefits through any 

20 transaction of the credit union. 

21 Drafting Note: No change. 

22 § 6.�-��5-6,1-225,63 . E*effl��ieR-ef-efeei�-'tlf!:iefts-££-em-�aymeft�-

23 ef-fraftehise-ea*-Taxation .--All credit unions organized under the 

24 laws of this Commonwealth and doing business purely as credit unions 

25 shall be exempt from the payment of any franchise tax. 

26 Drafting Note: No change. 

27 2. That Chapter 4 of Title 6.1 of the Code of Virginia, zonsisting of 

28 §§ 6.1-196 through 6.1-225, is repealed.
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1 3. That whenever any section of Chapter 4 of Title 6.1 of this Code 

?. is referenced in any other section of this Code such reference shall 

be construed to apply to the new or renumbered section of Chapter 4.01 

4 of Title 6.1 of this Code. 

5 4. That the regulations of the State Corporation Commission in effect 

6 on the effective date of this act shall continue in effect to the 

7 extent that they are not in conflict with this act and shall be deemed 

8 to be regulations promulgated in accordance with this act. 

9 5. That the provisions of this Act shall become effective January 1, 

10 1991. 

11 # 
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APPENDIX I 

CHAPTER 4.01 

VIRGINIA CREDIT UNION ACT 

Article 1. General Provisions. 

New Section 

Sec. 
6. 1-225. 1
6.1-225.2

Article 2. 

Sec. 
6. 1-225. 3
6. 1-225. 4
6. 1-225. 5
6. 1-225. 6
6.1-225.7
6.1-225.8
6.1-225.9
6. 1-225. 10
6. 1-225. 11
6.1-225.12

Article 3. 

Sec. 
6.1-225.13 
6. 1-225. 14
6. 1-225. 15
6. 1-225. 16
6. 1-22 5. 17
6. 1-225. 18
6. 1-225. 19
6.1-225.20

Article 4. 

Sec. 
6.1-225.21 
6. 1-225. 22

Short Title. 
Defl nit ions. 

Supervision and Regulation. 

Supervision and regulation by Commission. 
Examinations. 
Fees for examination, supervision and regulation. 
Penalty for failure to make reports. 
Cease and desist order; right to hearing. 
Powers of Commission in case of nonobservance of law, etc. 
Penalties for violation of orders of Commission. 
Supervisory merger or transfer �f assets. 
Consolidation or merger. 
Involuntary dissolution. 

Formation of Credit Union. 

Incorporation. 
Certificate of authority. 
Contents of bylaws; amendments to bylaws. 
Amendments to articles of incorporation and bylaws. 
Bylaws amended by Commission. 
Fiscal year. 
Unlawful use of words 11credit union 11

• 

Establishing, moving, closing offices. 

Powers. 

General powers. 
Amendment of powers by Commission. 
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Article 5. 

6.1-225.23 
6.1-225.24 
6.1-225.25 

Article 6. 

Sec. 
6. l-225.26

Article 7. 

Sec. 
6.1-225.27 
6. 1-225. 28
6.1-225.29
6.1-225.30

Article 8. 

Sec. 
6. l-225. 31

6.1-225.32 
6.1-225.33 
6.1-225.34 
6. 1-225. 35 
6. 1-225. 36
6. 1-225. 37
6.1-225.38
6.1-225.39
6.1-225.40

Membership. 

Membership defined; common bond. 
Membership meetings; voting. 
Special meetings. 

Share Insurance. 

Insurance of shares. 

Change in corporate status; mergers, dissolutions and 
conversions. 

Voluntary merger. 
Voluntary dissolution. 
Conversion of federal credit union to state credit union. 
Conversion of state credit union to federal credit union. 

Direction of affairs. 

Board of directors; number; election; term; appointment of 
supervisory and credit committee. 
Board of directors; election of officers. 
Executive committee. 
Meetings of directors. 
Compensation of officials. 
Powers and duties of directors. 
Credit committee; loan officers; appeal. 
Supervisory committee; suspension and removal of offic1als. 
Special audit. 
Qualification of officers, etc. 
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Article 9. 

Sec. 
6. 1-225. 41 
6.1-225.42 
6. 1-225.43
6. 1-225. 44
6. 1-225.45
6. l-225. 46
6.1-225.47

6.1-225.48 
6. 1-225. 49
6. 1-225. 50

Article 10. 

Sec. 
6. 1-225.51
6. 1-225.52
6. 1-225.53
6. 1-225. 54
6.1-225.55
6. 1-225. 56

Article 11. 

Sec. 
6. l-225. 57

Article 12. 

Sec. 

6. 1-225.58
6. 1-225.59
6. 1-225.60

Article 13. 

Sec. 

6.1-225.61 

Article 14. 

Sec. 
6.1-225.62 

6.1-225.63 

Accounts 

Share accounts. 
Payment for shares; transfers; liens on shares. 
Dividends. 
Ascertaining value of assets. 
Minor accounts. 
Individual retirement accounts, etc. 
Acceptance of money under Virginia Uniform Transfers to 
Minors Act. 
Accounts of deceased or incompetent person. 
Payment of small balances to distributees or other persons. 
Application of §§6.1-225.47 and 6.1-225.48 to federal credit 
unions. 

Loans. 

Purpose and condition of loans. 
Other charges. 
Loan limit. 
Loans to members of credit committees; non-member loans. 
Lines of ere di t. 
Cooperative loans. 

Investments. 

Authorized investments. 

Reserves. 

Transfer to regular reserves; special reserves. 
Use of reserves. 
Risk assets defined. 

Out-of-State Credit Unions. 

Out-of-State Credit Unions. 

Miscellaneous. 

Offenses. 
Taxation. 
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APPENDIX II 

TO: Me:r.bers of the Virginia Code Commission 

FROM: Virginia Credit Union League, Eugene H. Farley, Jr., 
President, and Reginalc N. Jones, counsel 

RE: Recodification of Credit Union Law 

DATE: December 19, 1989 

Today we will be presenting to you a proposal to 

recodify the credit union law in Virginia by creating the 

Virginia C=ecit Union Act as Chapter 4, Title 6.1 of the Code 

cf Virginia of 1950, as amended. 

BACKGROUND 

The idea for recodification was born out of the 

conversion of all state chartered credit unions from 

share insurance with the Virginia Credit Union Share 

Insurance Corporation c n vACUSIC n ) to National Credit 

Union Acministration.Share Insurance Fund ("NCUASIF") on 

December 31, 198i. On that date, through the cooperative 

effort of VACUSIC, the State Corporation Commission ("SCC"), 

the Virginia Credit Union Leasue ("VCUL") and the National 

Credit Union Administration ("NCUA") and the approxi�ately 

one hundred credit unions with state insurance of accounts, 



Virginia became the first state to have all of its state 

insured c=ed�t unions co�vert to federal shate insurance en 

the sane cay a�d without NCUASI? requiring the usual 

cbligatcry examination. This was a tribute to the safety 

scuncness cf the Virginia credit unions and the regulatory 

respect t�e NCUA has for the Virainia Bureau of Financial 

Institutions ("BFI"). 

In the spring of 1988·in a meeting with Sidney A. 

Bailey, Commissioner of the Bureau of Financial Institutions, 

we ¢iscussed the feelings expressed by many state chartered 

credit union leaders that since they had lost their state 

insurance fund and had been forced to accept federal 

insurance, they might as well convert to a federal charter 

because it would cost less as a federal credit ·union and the 

Federal Credit Union Act provides a better operating 

environment than we have in Virginia. At that time, we 

recognized that the Virginia law was not organized and was in 

real need of modernization. 

In the 1989 Session of the Virginia General Assembly, 

Delegate J. Samuel Glasscock and Speaker A. L. Philpott 



co-patronea a bill which was merged ir.to House Bill 309 

authorizing a Code Com:nission study of the credit union laws 

in Virginia. 

During the past nine months, representatives of the 

Bureau of Financial Institutions (namely, Com.uissioner 

Bailey, George T. Latham, Supervisor of Credit Union 

Regulations, and William F. Schutt, Senior Counsel to the 

Bureau of Financial Institutions), c. w. "Bill" Cra:m.me, III, 

Senior Counsel for the Divis-ion cf Legislative Services, 

and representatives of the Virginia Credit Union League 

have been involved in research and writing in preparation 

of the product before you. 

In preparing the proposed recodification, we reviewed 

the state credit union acts in about twenty selected 

states, the Federal Credit Union Act ("FCUA"), and the 

Mocel Credit Union Act ("MCUA"). Through this process, we 

found that the Virginia Act was terribly disorganized, had 

not kept pace with many changes in the credit union movement 

and was woefullv inadecuate as compared to the credit union 
� - -

ac�s in the states surrounding Virginia. 

To find a state that has made most of the changes we are 

seeking, one only needs to look to North Carolina. It woul� 



probably be ciffic�lt to fine any substantive char.ges we 

a�e sugsesting t�at are not just a part of the feCe=al law 

contrcllin; the activities of feterally chartered credit 

unions ccing business in Virginia but has been the law 

in North Ca�olina for several years. 

A draft proposal was delivered to Bill Cramme on October 

11, 1989. A revisea draft with Bill Cram.rne 1 s reconL�endations 

incorporated was submitted to Co��issioner Bailey a�c repre-

sentatives of the BFI on October 19, 1989 for review and 

comment. Gene Farley and I met on November 14 and November 

15, 1989 with Bill Schutt and George Latham. In those meetings 

we reached an agreement on numerous modifications and the BFI 

agreed to submit some specific proposals for parts of Article 

2 (Supervision and Regulation), Article 3 {Formation of Credit 

Onion) anc Article 7 (Change in Corporate Status, Mergers, 

Dissolutions and Conversions). On December 13, 1989, we 

receivec the proposal from the BFI and i��ediately agreed to 

incorporate their recommendations into the proposed bill 

previously delivered to Bill Cra��e at Legislative Services 

with the mutual understanding that the proposal is not yet 



cast in stone and we will continue to note i�prcve�ents 

acceptable to the Code Commission and the eventual pat=ons of 

bill. 

The draft could not be reacy in time for review by 

representatives of other financial institutions. There have 

been informal discussions with Jack Edmonds, counsel, and 

Walter Ayers, President of the Virginia Bankers Association, 

as well as Mark Saurs, President of the Virginia League of 

�·�ne 

Savings Institutions, advising them some of the more significant 

proposals; however, they have not had the opportunity to review 

the proposal before you today. We intend to deliver a.copy to 

representatives of other financial institutions immediately. 

Highlights of the proposal are: 

1. An organized Act entitled the "Virginia Credit

Union Act," divided into articles to provide easier 

access to the Act and a definitional section. 

2. Codification of certain existing and accepted

practices to provide clearer direction for the regulators and 

credit unions. 

3. Allows state chartered credit unions to include in



their membership groups with.divergent common bonds if located in 

the same geog=aphical area. (Section 6.1-225.15) 

4. Article 4 e�u�erates the powers of a credit ur.ion

rather than continue to rely upon implied powers. 

�. Members�ip rights are defined in Article 5, Section 

6.1-225.23, et seq. 

6. Establishes procedures for loan officers to operate

under the direction of the board and in lieu of a credit 

committee with a right of appeal for members receiving an adverse 

loan decision. 

7. Clarifies the powers and duties of the board of

directors of a credit union. 

8. Defines ownership of a share account as an interest

in the capital of the credit union. 

9. Clarifies the interest of a minor in a share account.

10. Provides for cooperative loans with other credit

unions and financial institutions. 

11. Allows investment in credit union service

organizations, with certain limitations, and in stares of the 

Federal Reserve Bank. 



We lock forward to reviewing the propcsed recodificaticn 

in mc=e deta:l with you. 

Respectfully 
• 

• ..&,..� 
.. 

Si..!OffiJ... \., 1.,..SC. I 

Reginald N. Jones 



RECODIFICATION OF CREDIT �mICN LAW 

REVIEW BY ARTICLE AND SECTION 

Article l. General Provisions. 

§6.1-225.1. Short Title. - Creates a reference title for

the Act. 

§6.1-225.2. Definitions. - No definitional section in 

old Act. The definition of "credit union" is similar to 

that found in the Model Credit Union Act ("MCUA"), Federal 

Credit Union Act ( nFCUA") and many states including North 

Carolina. 

"Inunediate family" is defined. Current law speaks of 

"me��ers of their families" without definition. The proposed 

definition, we believe, codifies current practice. The FCUA 

does not define but we believe the proposed language follows 

the practice in most states and for federal credit unions. 

"Insuring organizationft definition allows an alterna-

tive to NCUA Share Insurance Fund if approved by the Commission. 

"Shares" as oefined will correct current law to include 

the interest of a me!nber who has a share draft account which 

is not a "savings" account. 



•share account" incluces all types of share accounts

a me�be� may hold to incluae savings anc transactional 

accounts. Fu:ther, it clarifies that cwr.i�g shares confers 

me��e=ship, vot:ng rights, a�d an interest in the capital 

of the credit union. 

Article. Supervision and Regulation. 

§6.1-225.3. Supervision and regulation. - As in

current law, establishes tha·t state chartred credit unions 

shall be supervised and regulated by the Commission. The 

wcrd "examination" has been changed to "regulation" to more 

properly reflect the role of the Cornmission. The stricken 

provisions have been relocated within Article 2. 

The last sentence is added to specifically authorize 

the Commission to promulgate regulations to implement the 

Act. [See §6.1-220] 

§6.1-225.4. Examinations. - Does not change present

exareination re�uirement of at least two exaffiinations every 

three years or as often as necessary to protect a member's 

interest. No substantive change. [See§ 6.1-221] 



§6.1-225.5. Fees for exami�ation, supervision ana

regulation. - Combined olc fee sections for exa�inaticn 

(§6.1-221} and supe�vision and regulation (§6.1-221.1) in

same section and updated without any sustantive change. 

§6.1-225.6. Reports; penalty for failure to make a

report. - Penalty for failure to make reports required by 

State Corporation Co:mraission ("SCC") fer a period of fifteen 

days or pay charges due to sec, upon notice to credit union, 

the sec can revoke or suspend certificate cf authc:ity. 

San1e as current §6.1-222. [§6.1-222] 

§6.1-225.7. Cease and desist authority. - sec given

autho�ity to order a crecit union to cease and desist 

certain unsafe or unsound practices. The procedure is 

established for an expedited hearing before the Commission. 

(Identical to §6.1-194.83.D.l. & 2 for savings and loans.) 

New section included in BFI proposals. 

[S&L Act §6.1-194.83.D.l & 2; §6.1-200.2.B.J 

§6.1-225.8. Powers of Commission in case of non-

observance cf the law, noncompliance with orders, in­

sufficient reserves or insolvency, etc. 



This section provides new powers to the Commission 

when a credit union fails to ope=ate in a safe and sound 

manner, failed to comply with order of sec or the law, 

o= is or about to become insolvent, has insufficient 

reserves or is in violation of some law or regulation. 

(Similar to §6.1-194.83.A. & B.) 

§6.1-225.9. Penalties for violation of orders of

the Com.mission; removal of official. - Section same as 

§6.1-223.1 except may remove an official on first offense

rather than getting a free bite at the apple. sec amend­

ment eliminated right of appeal language from.statute. 

§6.1-225.10. Supervisory merger or transfer of assets. -

No change from current §6.1-200.4 except that insolvency 

definition shifted to definition section and sec added 

language in subparagraph F that will allow Commission to 

effect a sale of assets to any federally insured financial 

institution if cannot find a credit union for a merger or 

consolidation. (§6.1-200.4] 

§6.1-225.11. Consolidation or merger. - No change.

[§6.1-200.5]



§ 6.1-225.12. Involuntary dissolution. - No substantive 

change. 

A=ticle 3. For�ation of Credit Union. 

§ 6.1-225.13. Incorporation. - Araencments require Virginia

resicents to orsanize a credit union. Re�aining language 

extracted because it is in the definitional section. 

[§6.l-!96] 

§6.1-225.14. Certificate of authority. - sec proposal

to replace current §6.1-197 with a list of requirements 

that must be met in order to receive 'a certificate of 

authority to commence business as a credit union. 

Allows for a conditional certificate while share 

insurance application is pending. [§6.1-197] 

§6.1-225.15. Contents of bylaws; amendments to bylaws

generally. -

(1) No substantive change but did include reference

to notice section of Nonstock Corporate Act. 

(3) Qualifications for membership changed from "a

specified common bond of interest" to "groups having a 

common bond of occupation or association" or to groups 



within a well-definec neighborhood, etc. (conmunity basec 

credit ur.icn), other crecit unions and employees of the 

credit union. This is more restrictive than allowed by 

FCUA §109 (12 U.S.C. 1759). 

(4) No longer required to have a credit committee

if membership allows board of directors to serve as credit 

committee. 

(11) Section A2 and A3 of §l3.l-90i do not apply

to a credit union's distribution of assets in dissolution. 

(12) Added "The manner in which bylaws may be

amenced". 

[6.l-198J 

§ 6.1-225.16. Amendments to articles of incorporation

and bylaws. - Statute refers to appropriate section in 

Nonstock Corporate Act for amendments. i..mendments to bylaws 

must be approved or disapproved by the Commissioner within 

thirty (30) days of submission. Amendments are not effective 

until approved by the Commissioner. [§6.1-199] 

§6.1-225.li. Bylaws; amendments by Commission. - No

change. [§6.1-198]



§6.1-225.18. Fiscal year. - No change. [ C"
,.. .. 

..... ... 9] � - I - 'U ... v ·- � 

§6.1-225.19. Unlawful use of words "credit union n . -

Affienced only to classify as a Class l misce�eanor. No othe: 

substantive change. 

§6.1-225.20. Establishing, moving, closing offices. 

Commission re�uested sisnificant cha�ge from c�:rent law 

which allows a crecit union to change its place of business 

on written notice to and approval of the Commission. 

Proposed change requires application on sec form and 

prior approval to establish a branch office. Establishes 

a shareholder's interest test. Requires thirty (30) days 

written notice to move or close a credit union office. 

Also, must notify Commissioner within ten (10} days after 

it establishes, relocates or closes any office. 

All changes were requested by the SCC-BFI. 

Article 4. Powers. 

§6.1-225.21. General Powers. - Current law does 

not enumerate the powers for state chartered crecit unions-

It simply states that a credit union may receive savings, 

may loan to its me�bers, and "may undertake s�ch other 



activites relating to the purposes of the credit union 

as its charter or bylaws may authorize". 

The recodification approach is to enume=ate the general 

powers cf a credit union rather than relying upon an 

8 implied power" theory. 

Specific powers: 

1. Receive savings from and make loans to its members.

2. Acquire, lease, etc .• property necessary or

incidental to its operation, including property or assets 

obtained as a result of a default. 

3. Borrowing limitations from current act (6.1-201) 

remain unchanged, i.e., credit union must notify and obtain 

prior approval from the Commission if borrowings exceed 

fifty percent of credit union's outstanding shares and in 

no event shall borrowings exceed ninety percent of out-

standing shares. [§ 6 .1-201] 

4. Offer related financial services, e.g., EFT,

safe deposit boxes, leasing of automobiles, etc. 

[§6.1-200 &
§6.1-201]



§6 .1-22 5. 22. "Wile care" sect ion au thcr i zing Corrt..'7.iss ion 

by appropriate regulaticn to amend the powers cf state 

charte=ed credit unions to have powers "at least cowpara�le 

to those grantee to feceral crecit unions doing business in 

Virginia". No change in current statute except that amend-

ment offered to allow the sec to waive the requirenent of 

a public hearing when ceemeo appropriate by sec. 

[ §6 .1-2 0 0 • 2 • A. ]

§6.1-225.23. Merr:.bership definec; com.�on bona. - Current

law does not have a membership section or definition, it 

simply states that the conditions and qualifications fer 

membership shall be in the bylaws. [§6.1-198(3)] Section 

6.1-225.23 provides the criteria for membership; that 

member who leaves the field_ of membership may be permitted 

to retain membership if standards have been adoptea by 

the board; board of directors right to expel from member­

ship; that members are not liable for the debt of the credit 

union; the surviving spouse of a deceased member may become 

a meITber; and associations of members may become members of 

credit union, e.g., company union. 

[§6.1-198(3)]



§ 6.1-225.24. Membership meetinss; voting. - Provides

more flexi�ility in exercising right to vote as a member of 

the credit union to include absentee and mail ballots and 

other methods approved in bylaws. Also allows the board 

of directors to establish a minimu� age of not more than 

eighteen to be eligible to vote er hold office. 

[§ 6 .1-209]

§6.1-225.25. Special me�tings. - Allows majority

of supervisory committee to call a meeting of the members. 

No substantive change from §6.1-213. 

Article 6. Share Insurance. 

§6.1-225.26. Insurance of shares. - As in §6.1-200.l

cf the current law, this section establishes the continuing 

requirement for existing credit unions to maintain share 

insurance or dissolve or merge with a credit union which 

is insured. This has been the law since 1974. 

[§6.1-200.1]

Article 7. Changes in corporate status; mergers, 

dissolutions and conversions. 



§6.l-225.2i. Merger. - Current law provides for raerge=

of two Virginia state charte:ed crecit unions subject to 

the approval of the CorrJnission. This aces not change the 

current law. Federally chartered credit unions can merge 

without regard to common bond under the rules and regulations 

of the NCUA. [See FCUA §120 (12 U.S.C. 1766) and §205(h) (i) 

(12 u.s.c. 1785) in the case of insolvency or threatened 

insolvency.] 

The amendments will allow the merger of a state 

chartered credit union with another credit union regardless 

of state or federal charter. If the surviving credit union 

will be a Virginia state charterea credit union an applica­

tion must be approved by the Commission. 

The amendment to subsection A.3. allows the federally 

chartered credit union in a merger with a Virginia state 

chartered c=edit union to give notice of the plan of 

merger in accordance with the requirements for a federally 

chartered credit union and not the state law. 

The amendment to subsection A.5. =esuires the surviving 

credit union, if it is a crecit union o=ganized under the laws 



of another state, to comply with the relevant provisions of 

this Act relating to out-of-state credit unions. (§6.1-225.61) 

[§ 6 .1-200. 3]

§6.1-225.28. ·Voluntary dissolution. - Virginia is one of

two states without a voluntary dissolution statute. We 

probably have relied upon the provisions of the Nonstock 

Corporate Act. This section incorporates the nonstock 

act provisions and requires certain notices to the 

Commissioner. [No existing section] 

§6.1-225.29. Conversion of federal credit union to 

state credit union. - Current§ 6.1-200.6 allows the

conversion. · The amendments are only to correct references. 

[§6.1-200.6]

§6.1-225.30. Conversion of state credit union to

federal credit union. - Current §6.1-200.7 provides pro­

cedure for conversion- of state credit union to federal. 

The amendment to subsection l clarifies that the notice to 

members of the federal credit union may be given in the 

manner prescribed in the bylaws of the federal credit 

union. [§6.1-200.7] 



Article 8. Direction of Affairs. 

§6.1-225.31. Boart of cirectors; number; election; term;

appoint�ent of supervisory and c=ecit cor.unittee. - Subsection 

(1) makes it clear that the beard of directors has the

authority and respo�sibility to direct the credit union. 

Subsection (2) provides for ele-ction of a:1 oda numbe= 

of directors annually and not necessarily at the annual 

meeting. 

Subsection (3) establishes the term of directors 

from one to four years and staggered terms if elected for 

more than one year. Also provides for filling vacancies 

on the board. 

Subsection (4) - current law requires board to appoint 

the supervisory and credit committees. The amendments 

allow loan officers to be appointed from outside the member­

ship and the members to direct the board to serve as the 

credit committee and thereby eliminate the need for a 

credit committee. The law has not been changed regarding 

the appointment of a supervisory committee and the checks 

and balances between the board of airectors and the 

supervisory committee. Also, if there is no credit committee 



and the board delegates its powe� to approve or disapprove 

loans to a committee of the board, the� any member shall 

have the right to appeal any adverse loan decision to 

the full board. [§6.1-210, §6.1-211
6(a) & 6(b)] 

§6.1-225.32. Board of directors; election of officers. -

The amendments allow flexibility in the designation of board 

officers, e.g., Chairman cf the board or president, establishes 

the term of office as one ye�r, and requires the designation 

of a chief operating officer and a financial officer who 

shall give a bond �ith surety. 

§6.1-225.33. Executive committee. - Virginia is one of 

a few states without authority for an executive coramittee. 

Proposal allows an executive committee of the board with 

authority to act for the board subject to limitations and 

is similar to the MCUA and the law in North Carolina. 

[No current law] 

§6.1-225.34. Meetings of directors. - Section amended 

to include the executive committee of the board and to 

require that the bylaws prescribe when each shall meet. 

[§6.1-221]



§6.1-225.35. Compensation of officials. - The amendment

eliminates the $50,000 threshold for ccmpe�saticn of members 

serving on the credit or supe=viscry committee. 

Virginia law coes not allow members of the board cf 

directors to be compensated for their services on the board. 

[§6.1-211]

§6.1-225.36. Powers and duties of directors. - Amendment 

to (1) allows board to appoint a membership officer and 

establishes the right of appeal to the boarc if membership 

is denied. �-�endment is similar to FCUA 113(1) and several 

state acts. 

Amendment to (2) simply requires the board to purchase 

a blanket fidelity bond as required by the Commissioner. 

Amendment to (3) "rate" changed to "rates" because 

there is more than one rate of interest at any one time 

because of different types cf share accounts. 

There is no change to (4) regarding the charge for 

a membership fee, if any. 

No substantive change to (5). 

Amendment to (6) added words "share accounts" which 

represents all of the types of accounts in a credit union. 



No change to (i). 

Amended (8) because filling vacancies on board is in 

§6.1-225.31(3).

Amendments to (9), (10) and (11) are not substantive, 

just using some conforming language. 

Amendment to (12) allows the beard to designate a 

committee or an individual to make investment decisions 

pursuant to board policies. 

Amendment (13) adds subsection requiring the board 

to establish policies for loans to members which shall 

include provisions stating that an official of the credit 

union will not get favorable rates, terms or conditions 

on their loans. 

Amendment (14) adds requirement that board designate 

the depository for its funds. 

Amendment (15) authorizes the conveyance of property. 

Amendment (16) authorizes board to employ and compensate 

a manager. 

Amendment (17) requires board to make provisions for 

reserves. 

No change to {18). 

[§6.1-211]



§6.1-225.37. Credit committee; loan officers; appeal. -

The amendments to (1) and (2) provide option for a loan 

officer to approve loans in lieu of a .. .  � crea 11.... conu"'Ili ttee. 

There are no substantive changes in (3) and (4). 

(.§ 6 .1-212] 

§6.1-225.38. Supervisory committee; supervision

and removal of officers. - Rewording of§ 6.1-213 provides 

for an annual audit by the supervisory committee and a 

report to the board as under current law. New language 

requires a summary of the audit report to be submitted 

to the members at the next annual meeting in lieu of reading 

the entire report. There is no change in requiring supple-

mentary audits, but added "and verification of members' 

accounts" as deemed necessary or ordered by the board. 

As in current law, the supervisory committee may 

suspend any officer, director or member of the credit 

committee until the next meeting of the members, which 

shall be set within seven to fourteen days of such 

suspension: at which time the members shall act upon 

the suspension. The current act required notice of the 

meITbership meeting be given within seven days. 



This section parallels the FCUA §115 (12 u.s.c. 176ld)� 

however, supervisory committee members cannot be removed 

by the board of directors as in many states and FCUA. 

[§6.1-213]

§6.1-225.39. Qualification of officers, etc. -

No change in second sentence of §6.1-204 which requires 

me�hership as a prerequisite to holding office in a credit 

union. 

§6.1-225.40. Audit. - Changed the authority to require

an independent audit from the Commission to the Commissioner. 

[§ 6 .1-213 .1]

Article 9. Accounts. 

§6.1-225.41. Share accounts. - (1) establishes authority 

to issue shares to me��ers: 

(2) establishes the right of withdrawal for payment

to the members or to.third parties. (Taken from MCUA) 

(3) will allow credit union to establish a withdrawal

notice requirement. (From MCUA) 

[§6 .1-206]



§ 6.1-225.42. Payment for shares; transfers, liens on

shares. - Amendment leaves it to the bylaws, which must be 

approvec by the Com..�ission, to prescribe how shares are 

subscribec to, paid for and transferred� 

The statutory lien on shares has been clarified and 

expanded to include loans endorsed by a member. 

[§ 6 .1-206]

§6.1-225.43. Dividends •. - Section was upcated by

providing for dividends on varying types of share accounts 

and share certificates and allow credit unions to declare 

a dividend in advance; however, a dividend cannot be paid 

if such dividend will render the crecit union insolvent. 

�) Allows credit union practice of paying dividends from 

the first of the month on all funds received by the tenth. 

[§6.1-198 &
§6.1-219]

§6.1-225.44. Ascertaining the value of assets. -

No change from current §6.1-219. 

§6.1-225.45. Minor accounts. - Current §6.1-207 allows 

shares to be issued to minors and states that withdrawals 

by rainors are valid. 



The revised section makes it clear that the minor is 

the sole owner free from the control of othe�s, except 

creditors, and may be withdrawn by written order of the 

minor. 

The parent or guardian cannot withdraw from the minor's 

account without the minor's approval. 

[§ 6 .1-207]

§6.1-225.46. Individual retirement accounts, etc. -

Amendments allow a credit union to serve as trustee for 

self-employed pension plans ("SEPS") and other similar 

retirement plans similar to its current authority for 

IRAs. Also removes the exclusion of such plans from the 

statutory lien credit unions have on shares of members. 

[§6.1-207.1]

§6.1-225.47. Acceptance of money under Virginia 

Uniform Transfer to Minors Act. - No change except correcting 

title to Act. 

[§6.1-207 .2]

§6.1-225.48. Accounts of deceased or incompetent perscns. 

No substantive change except protection for credit union 



paying shares in good faith without actual knowleag� that 

the member is deceased. 

[§ 6.1-208.3]

§6.1-225.49. Pay�ent of small balances to distributees 

or other persons. - No change. 

[§6.1-208.4]

§6.1-225.50. Application of §§6.1-225.48 and 6.1-225.49

to federal credit unions. - Only changes in coce references. 

Article 10. Loans. 

§6.1-225.51. Purpose and condition of loans. - Amends

§6.1-198(9) to allow credit union to adopt a loan policy

that fits the credit union, its resources and its members. 

Language taken from MCUA. 

(§6.1-198(9)]

§6.1-225.52. Other changes. - Amended language allows

a credit union to assess late charges and to charge fees 

to the members creating expenses by the services required 

to serve the member and not spread the cost to all members 

in the form of lower aividends. 

[No section] 



§6.1-225.53. Loan limit. - No substantive change from 

current limitation that no more than ten percent of the 

outstanding share account and reserve fund may be loaned 

to one me�ber and the bylaws may authorize less than ten 

percent. 

6.1-225.54. Loans to members of credit committee; 

non-merr�er loans. - Amendments to {l) include restrictions 

on approval of loans to boar9 members, if the board also 

serves as the credit committee. In such event, the loan 

would be approved by the supervisory committee or a loan 

officer. 

Amendment to (2) establishes the same liability for 

a loan officer who knowingly approves a loan for a non­

member. 

[§6.1-217]

§6.1-225.55. Lines of credit. - Deleted sentence 

unnecessary since borrower is no longer required to state 

the purposes for which advances are made. 

§6.1-225.56. Cooperative loans. - New section which

will allow a credit union to pool its resources with other 

credit unions, service organizations or other financial 



institutions to ffiake loans to its members. Cooperative 

loans wculd enhance smaller crecit unions 1 ability to make 

la�ge loans to its members, such as in purchasing a residence 

with a long term loan. 

There is a ten percent limitation on loans to any one 

meITber and a requirement that the originating credit union 

must retain at least ten percent interest in such loan. 

[No section] 

Article 11. Investments. 

§6.1-225.57. Authorized investments. --Credit unions

primary emphasis is lending to its members. Funds not loaned 

to merr�ers may be invested in the enumerated investments. 

The affienaments update terminology and addec investment 

in a central liquidity facility established under the laws 

of Virginia, in obligations fully guaranteed by the United 

States, in common trust investments, in office buildings 

(with limitation as to five percent of share accounts 

without prior approval from the Commissioner}, in a 

credit union service organization, in the shares of the 

Federal Reserve Bank and in cooperative loans. 

[§ 6 .1-216]



Article 12. Reserves. 

§6.1-225.58. Transfer to regular reserves; snecial

reserves. - No change. 

§6.1-225.59. Use of reserves. - No substantive cha�ge. 

[§6.1-218]

§6.1-225.60. Risk assets defined. Changed "central" 

credit union to "corporate" credit union and addea commcn 

trust investments to the list of risk assets. 

[§6.1-218]

Article 13. Out-of-state credit unions. 

§6.1-225.61. Out-of-state credit unions. - Section 

6.1-208 passed in 1985 and is not being amended. 

Article 14. Miscellaneous. 

§6.1-225.62. Offenses. - No change. 

§6.1-225.63. Taxation. - No change. 

[§6.1-223.2]

[§6.1-225]
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