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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 whole, to better organize, simplify 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:

e Simplification of language wherever possible;
e Substitution of commonly used terms for archaic language;
e Alphabetical arrangement of terms in a new definitional section;

e (Comporting outdated industry practices and procedures to modern
practice and procedure;

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

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

e C(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
provisicns 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
accompiish 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.

General Provisions.

) i ted be Virginia Credit Unj :

context requires a different meaning. the following terms shall have
; 011owi ) )
undivided earnings of a credit union.
"Commission" means the State Corporation Commission.

Ipst] . - 1) . s e Virgini

membership consists primarily of other credit unions.
organized under the laws of this Commonwealth and authorized to do
bus i bi | . ] : ) brif
. ; ) : 14 i ; -
e 4 . : ) ] j
control their own money on a democratic basis in order to improve
bei . j 2] liti i i . ]
busi ) ) ; .. 1 4 ]
service that may be of benefit to its members. consistent with the
provisions of this chapter and any regulations adopted by the
.. l bi ]
Drafting Note: From Model Credit Union Act (1987) (MCUA) and similar
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to various states: Texas, California, North Carolina, Kentucky, West
Virginia, and Section 101 (12 U.S.C. & 1752) Fed. Credit Union Act
(FCUA) .

as well as foster and adopted children.

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

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

and financial assistance to credit unions that are in the process of
ligquidation or are incurring financial difficulty in order that the
. ) 14 . ball ] j j
. ] ified limit £ ] | ]
. 1 credit Umi Admin; . ] I und
. i zed ; ] e . T ) ]

Act or any other share insurance provider approved by the Commission.
. 5 ] ] ] . boldi ] .
j {4 tard ified ) ] 13 .

a3 i ] - funds held
established by a member in accordance with standards specified by the
credit union. including balances designated as shares. share
ce tificates. share draft accounts. or other names. Ownership of a
] - ] bi ; . ] . b ]
1 ; byl ; . . ] ital of tI
i1 . 3 luti . ] i

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

1 . 3 shall ] bordi 1] ] blj . - 1)
credit union.
Drafting Note: Defined in § 6.1-196. Corrects current law to include

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

not a "savings" account.
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Article 2.
. . 3 lation.
§ 6-3-220-6,1-225.3 . Supervision and examinatier-regqulation
by Commission +—repert—i+—peratty—.—-— iens-— _

organized under the provisions of this chapter shall be subject to
sueh-the supervision and examinatienr—as—requlation of the Commission
may-—in—its—diseretiony-deem—neeessary—. Every-sueh-eerperation—shail
make-a-repert—of—-econdition—-to-the-Commission—at—the—-elose-eof-busipess—
en-bDeeember—31—-of—-each—-year~—These-reperts—shalti-be—-signed-by-the—
president—and—-the-treasurer—or—seeretary;—or-by—a-majority—ef-the-
members—eof-the—-supervisery—ecommittee;—and-they—-shall-make—-sueh—-other-
reports—as—the-Commissien—shall-at—any-time—demand-—Any—sueh—
eorperation-whiech—-negleets;—witlfully-fairls;—er-refuses—to-make-any—-
repert—-ealled-for—shali-be-subjeet-to-a—-£ine—of-up-to—$100-per—-day —to
a-maximum—of-$10-000—for—each-day-sueh-negleet;—wilifui—-failure —or—

refusal-eoentinves——The-Commissien—shall-impese~sueh—a-fine-unitess—the-

impesition—thereof-be—exeuged-£for-good—eause—shown;—uponr—petition—by—

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

The last sentence is added to specifically authorize the Commission to

4
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promulgate regulations to implement the Act.

§ 6=3-223-6,1-225.4 . Examinations.--Each credit union shall be
examined as often as the Commission deems such an examination to be i
the sharehelders-—interest =—Suek—-of its members, An examination
shall be conducted at least twice in every three-year period. The
examiners shall be given free access to all books, papers, securities
..and other sources of information in respect to such eerperatien-
credit upnion . For the purpose of making such examination . the
Commission may subpoena and examine personally witnesses emr—under
oath, whether such witnesses are members of the eerperatiem—credit
union or not, and may require the production of any documents, whether
such documents are documents of the eerperatiem-credit union or not.

All expenses incident to any special examination which may be
necessary mey—be—erdered-te—ghall be paid by the credit union so
examined.

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

§ 6-3-223-3-6,1-225.5 . Fees for examination, supervision . _and
regulation.——In order to defray the costs of the examination described
in § 6-3-223-6,1-225.4 and of supervision and regulation by the
Commission, every credit union shall pay an annual fee, to be
calculated in accordance with a schedule set by the Commission. Such
schedule shall bear a reasonable relationship to the total assets of
various individual credit unions, to the actual cost of their
respective examinations, and to other factors relating to their
supervision and regulation. Fees shall be assessed pursuant to this
section on or before Marekh—-1;-13982;—and-befere—March 1 each year

thereafter—. All fees so assessed shall be paid by the credit union te
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the state treasury on or before March 31 following the assessment.

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

§ 6=1~-222-6,1-225.6 . Fairlure-to-make-reports—er-pay-charges-

In-the—event—that-B. __If any credit union shaill-negiteet-or-—
refuse-neglects or refuses to make its reports as provided in tﬁis
chapter for more than fifteen days, or ir-the-evert—that—any-sueh-
eorporation-shalti-£fa3i-if any credit union fails to pay such charges
as are required under this chapter, including any charges for delay in
filing reports, it _shall be subject to a fine of up to $100 per day,
to a maximum of $5.000 or the Commission shall give notice to such

eorperatien—credit union of its intention to revoke the certificate
of apprevei-authority of such eerperatiem—credit upiopn for such

neglect or failure r—amé-if-, If such neglect or failure continues
for fifteen days after such notice, then the Commission may revoke or
suspend the Xieense-—certificate of authority of the eerperatien-
credit upion . Ansdy—im-In such event, the Commission may, in its
discretion, (i) close such eerperatiemn—credit union and take
possession of its property and business until such time as it may see
fit to allow the eorperatiem—credit uniopn to resume business s-or may-
(ii) proceed to finally liquidate such business ;—-as-may-seem—proeper-.

6
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Drafting Note: Penalty for failure to make reports required by State
Corporation Commission ("SCC") for a period of fifteen days or pay
charges due to SCC. Upon notice to credit union, the SCC can revoke
or suspend certificate of authority. Same as current § 6.1-222.
§-6-3-260-2-——Amendment-of-powers-by-regulatieon—of-
Cemmission———A+~—In—addition—-teo—the-pewers—-speeifiecaliy-granted—-teo—
eredit—uniens-by-the-provisiens—ef-this-chapter;—the—-Commissier—may-by
apprepriate-regulation—amend-the-powers-of-state—eredit-unions—seo—as—
to—altltow—them—to-have—powers—at—teast—comparable—to-these—granted—-to—
federal-eredit-unions—engaged—-in-business—in—this—-Commonwealth—or—te—
effeet-the-purpeses—of-this—ehapter-——6Sueh-regulatiens—shati-be-
effeetive—upon-their-adeoption;—and-shall-econtinuve—in—effeet—until-
amended-or—revoked-by—-the-Commission—or—superseded-by-aetion—of—the-

Generat-Assembiy-of-¥irginitar——

A. The Commissioner may issue and serve upon a credit union an order
to cease and desist from amy—one or more unsafe or unsound praetiee-—
practices or a—vielatiem-violations if, in the opinion of the
Commissioner, a credit union (i) is engaging or has engaged, or there
is reasonable cause to believe is about to engage, in an unsafe or
unsound practice in-the-operatieon—of-the-eredit—uniten—; or (ii) is
violating or has violated, or there is reasonable cause to believe is
about to violate, this chapter or any other applicable law, regulation
. or order. An order to cease and desist shall contain a statement of
the facts constituting the alleged violations or unsafe or unsound
praetiee—or-vielatien—practices or violations, and it—the order may
require, in terms that may be mandatory or otherwise, a credit union,
its officers, directors, employees ._or agents to cease and desist
from such praetiee-practices or wielatiem—violations . 6ueh-The
order shall specify the effective date thereof and shall contain a

7
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notice to the credit union of its rights—-right to regquest—-a hearing
on such order in accordance with Rules 3:4 and 5:6 of the "Rules of
Practice and Procedure of the State Corporation Commission."
2——When—the-B,_If an unsafe or unsound practice or violation
specified in suweh-the order to cease and desist, or any continuation
thereof, is likely to prejudice the interest of the members of the
credit union, the Commissioner may issue his—-an order effective
immediately. An order to cease and desist shall remain in effect until
it is withdrawn by the Commissioner or is terminated by the Commission
after a hearing on the matter. A request for hearing under this
section shall be given expeditious treatment on the docket of the
Commission . and the Commission need not allow for ten days' notice to
the parties.
Drafting Note: This section is takem from subdivisions Bl and B2 of
current § 6.1-200.2. SCC given authority to order a credit union to
cease certain unsafe or unsound practices. The procedure is .
established for an expedited hearing before the Commission. This
section 1s identical to subdivisions D.1 and D.2 of § 6.1-194.83 for

savings and loans.

§ 6.1-225,8, Powers of Commission in case of nonobservance of

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

insolvent. it shall give immediate notice of its finding to the
officers and directors of the credit union. If necessary to conserve_
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of the credit union. the Commission may. after reasonable notice to
the credit union and an opportunity for it to be heard:

1, Close the credit union for a period not exceeding sixty days.
hic]  0d ] ted for additiopal like periods e

Commission may deem necessary:

liguidate outstanding loans:

with:

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

any further investment in its payments into share accounts:
6. Grant the right to suspend or limit withdrawals against share

sum of its share accounts and liabilities,

Drafting Note: This section provides new powers to the Commission
when a credit union fails to operate in a safe and sound manner, fails
to comply with order of SCC or the law, or is or 1s about to become

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

§ 6+3-223-3-6,1-225,.9 . Penalties for violation of orders of
Commission : removal of official .--The Commission may impose, enter
judgment for, and enforce by its process, a fine of not more than
$10,000 against any credit union or against any of its directors,
officers . or employees for knowingly or willfully violating any
lawful order of the Commission +—amd-. The Commission may remove
from office . in accordance with the procedure set forth in §
6.1-194.84, any director or officer who a—-seeemd-time-violates any
such order but—imn—ali-eases—the-defendant—shali-have—an-opportunity—te
be-heard—-and-te—intreduece—evidenece;—and-the—-right-teo—appeal—as—
previded-by-1aw—0or who kKnowingly continues to violate any law

relating to credit unions or Knowingly continues an unsafe or unsound

C . Juct he bus; : 3 : .

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

§ 6-3-280+4-—6,.1-225.10, Merger—Supervisory merger or
transfer of assets ef-imnselvert—eredit-umriens-.-—A. If the Commission
shall find that a credit union incorporated pursuant to this chapter
is insolvent er—. that an emergency exists, and that its merger into

another credit union inpeerpeorated-pursuant—te—this—ehapter—er—a-—

federal-eredit—union—incorperated—-pursuant—to—the—laws—of-the-United-

Sta es—ard—-authorized-te—de—business—as-a—ecredit—unien-in-the—

Commenweatth-ef-Virginia—is desirable for the protection of its
members, and if the board of directors of both credit unions shall
approve a plan of merging such insolvent state credit union into
another state credit union or a federal credit union, compliance with

10
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§ 13.1-895 shall be dispensed with as to both credit unions and the
approval of the Commission of such plan of merger shall be the
equivalent of approval by more than two-thirds of the members of both
credit unions for all purposes of Article 11 (§ 13.1-894 et seq.) and
Article 12 (§ 13.1-899 et seq.) of Chapter 10 of Title 13.1.

B. If the Commission finds that a state credit union 1is
insolvent, that the acquisition of its assets by another state credit
union or a federal credit union is in the best interests of its
members, and that an emergency exists, it may, with consent of the
board of directors of both credit unions as to the terms and
conditions of such transfer, including the assumption of all or
certain liabilities, enter an order transferring some or all of the
assets of such insolvent state credit union to such other state or
federal credit union and no compliance with the provisions of §§
13.1-899 and 13.1-900 shall be required.

C. In the case either of such a merger or of such a sale of
assets, the Commission shall provide that prompt notice of its
findings of insolvency and of the merger or sale of assets be sent to
the members of record of the insolvent state credit union for the
purpose of providing such members an opportunity to challenge the
finding that the state credit union is insolvent. The relevant books
and records of such insolvent credit union shall be preserved and be
made available to such members for a period of thirty days after such
notice is sent. The Commission's finding of insolvency shall become
final if a hearing before the Commission is not requested by any such
member within such thirty-day period.

D. If, after such hearing provided in subsection C of this
section, the Commission finds that such state credit union was

11
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solvent, it shall rescind its order entered pursuant to subsection A
or subsection B of this section and the merger or transfer of assets
shall be rescinded. After such hearing, however, if the Commission
finds that such state credit union was insolvent, its order shall be
final.

E-—For—-the-purposes—ef-this—seetion-—the-word-“inselvent'-shali-
mean—that—-the—-eurrent—value—-of-Iiabititires—is—in-execess-eof-the-eurrent
value-ef-assets——

F-—-E. Notwithstanding the provisions of §-6+%-398¢(3}-
subsection B of § €,1-225,23 , or any other provisions of this
chapter, the Commission may order a merger pursuant to subsection A of
this section or a sale of assets pursuant to subsection B of this
section. The continuing credit union, upon approval of the Commission,
may—shall amend its bylaws to incorporate the specified .common bond

of interest of the insolvent credit union.

:  The Ccommises hor] 5 ia] institution whose.

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

Commission,

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

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

§-6+31-200+-5-——6.1-225.11, Consolidation or
merger .——Notwithstanding the provisions of §-6-3-138-{3J)-subsection B
of § 6,1-225,23 , two credit unions may consolidate or merge, subject
to the approval of the Commission, when the Commission finds that an
emergency exists and that the merger or consolidation will promote the
best interests of the members.

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

§ 6-3-223-—-6,1-220,12, Effeet-of-violation-of-chapter—or—
ipselvemey-Involuntary dissolution .-—In the event £hat-it-appear—te-—
the Commission determines that any-sueh-eerperatien—a_credit union is
violating any provisions of this chapter, it may, after a hearing or
an opportunity for a hearing has been given to such eerperatien—
credit union ., direct that it discontinue the illegal methods or
practices mentiened-described in the order. If any credit union is

insolvent, or has failed or refused to comply with the provisions of
this chapter, the Commission may take possession of the business and
property of such eerperatien-credif union and retain such possession
until such time as it may permit such eerperatiem-credit union to

resume business, or until its affairs are finally liquidated under
order of the Commission; or the Commission may apply to any court in
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 eerperatien—

3 g¢reditr union . Such receiver when appointed shall become and be

4 assignee of the assets of such eerperatien—gredit union .

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

14
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Article 3,
Formation of Credit Unjon.
§ 6-3-396-6,1-225,13 . Incorporation +—-shares-—and-‘shert—term—

savings—shares®-defined+—shares—suberdinate—te—other-oebligatiens—. —
A. Five or more natural-persens-residents of the Commonwealth who
are of legal age and share a common bond referred to in subsection B
of § 6,1-225,23 may establish . pursuant to the provisions of the
Virginia Nonstock Corporation Act (§ 13.1-801 et seq.), estabiish-a
corporation for the purpose of aeeumultating—and-investing-the-savings-—
of-its—membersy—making—ltoans—to-members—for—provident—purposes—and-
conducting business as a credit union as hereim-provided in this.
chapter . Every corporation organized under this chapter shall
include in the corporate name the words "credit union" as well as some
other distinguishing word or words.

B. Credit unions hereafter—incorporated pursuant to this chapter
-and-eredit-unions-heretofore-inecorperated-shall hereafter—be subject
to the provisions of the Virginia Nonstock Corporation Act except as
may otherwise hereim-be provided in this chapter .

As-used—in—-this—ehapter-—the-word-“shares‘-means—the—interest-of-
a-member-having—a—savings—aeceount—in-the—eredit-union+—and-the-words—
“shert—term—savings—shares“-mean—a~savings—aceount—whieh-by-its-terms—~
will-be-withdrawn—in-less—than-twelve-months—£from—the—-date—en-whiech—
the—-aeceount—is—opened+——

The-shares—of-members—shall-be-debt-ebligations—of-a—eredit—unien
subordinate-to—all-other-obligations—ef-the-eredit—unioen——

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

15
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debt obligations of the credit union subordinate to other obligations"”
is put in definction of "shares."

bus; .. 14 . ball 1y f i obtaj
from the Commission a certificate of authority An application.
iod ] o e $30¢ hall I ; - ibed

the Commission. The Commission shall issue such a certificate if it
finds that:

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

| ; : legit] b4 . bus .
| 1 £i % a1 i pil i ]

qualifications of the proposed officers and directors are such as to
command the confidence of the members:
1] licab] . . 3 ; ] lied with: j
] . ] T . i1l be i 1]
1 i . . .
The Commission may issue a certificate on condition that the
3 . a1l beqi 30 busi i1 it i 1]
. ] ; c ] ] . . . .
1 3 . ) . , . 1 shall . cunds
sell any shares.
Drafting Note: Replaces current §§ 6.1-197 and 6.1-200.1 with a list
of requir2ments that must be met in order to receive a certificate of
authority to commence business as a credit union. Allows for a
conditioral certificate while share insurance is pending.
§ 6-3-398-6,1-225.15 . Contents of bylaws; amendments to bylaws
generw.ly.——The bylaws of ewery—a credit union shall specify:
£1)-Fhe-date—-of-the—annuat-meeting—or—that—the-date-thereof—-shall
be-as—set—from—time—to-time-by-the-beard-of-direetors-—-which-meeting-

shalli-be—-held-each—-eaiendar-year-—and-the—-requirements—as—to-notiece—of
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ati-meetings—of-memberss—

1, The name of the credit union:

2. The purpose for which it was formed:

3. The time of the annual meeting of the members of the credit

. . s ] he } 1 of di ] . E
the meeting. Such a meeting shall be held each calendar year. Notice
c 213 . hall } . . ibed i he byl

£23-4, The number ef-direetors;—whieh-shall-net-be—-iess—-than-
fiver—the—-pewers—;_authority and the duties of the directors s—the-
maximum—compensatien—and the authority duties and maximum compensation
of all officers;

£3)-5.  The conditions and qualifications for membership 7-whieh-
shaii-1imit-the-membership-to-~persens-having—-a-—-speeified-common-beond-
ef-interest,-members-of-their-families;—asseeiations—-ef—-such-peEsenss
ether—-eredit-unions—-and-employees—eof-the-eredit-unien—;

£4)Y-6. The number of members of the credit committee, if any. .
and of the supervisory committee, with their respective pewers-
authorities and duties;

€5)-7.___The conditions upon which shares may be issued,
transferred te—anrether—-member—, or withdrawn;

€6>-fRepeated~3-

£7)}-Whether-the-ecorporation-shalli-have-the-poewer-te-borroews—

£8>r—ftRepeated-3-

£9)-8., The conditions upon which loans may be made and repaid;

£16)-The-method-of-reeeipting-for-mopey—paid-in-on—acecount—of—
shares-er—teans+—

€¥13-9. The manner of effecting the forfeiture of a member's

17
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shares when a member's share account balance is below the amount
established by the bylaws and remains below such amount for a period
of two years;

£32>-10, The manner in which dividends shall be determined and
paid out; and-—

£333-11, The manner in which remaining assets are to be
distributed in the event of dissolution after all distributions
required by subdivisiems—subdivision A 1 7-A-2-ard-A-3-of § 13.1-907
have-has been made =--: and

12, The manper in which bylaws may be amended.
Drafting Note: No major substantive changes includes references to
Nonstock Corporation Act. In subdivision 4 a change was made to
indicate that there is no longer a requirement to have a credit
committee if membership allows the board of directors to serve as a
credit committee.

§-6-3-3199-——When—amendments—operative———The-bylaws—-when—-se-
approved—and-£ilted-shali-be-the-bylaws-—of-the-ecorporation—and—-no—

amendments—-shalli-be-operative-uniess—-the-same-shalli-conform—to—-the-

provisiens—ef-this-ehapter—-and-be-approeved-by—-the-Commissiop———

Comoissioner. who shall approve or disapprove proposed amendments
{thi bi 3 - i {11 } ¢ . .
1 by i} s
Drafting Note: Proposed changes to § 6.1-199 are to include articles
of incorporation in this process. Virginia is one of seven states

that estabtlish process for bylaws only. A few states require 2/3 or

18



TITL6CU ™G

Nonde WN -

10
11

12

13

14

15

l6

17

18

19

20

21
22

23

24

25

26

27

28

29

30

31

32

33

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

The bylaws may be amended or repealed by the board except to the
extent that the articles of incorporation or the Nonstock Corporation
Act reserves this power to the members or the members have expressly
provided that the board may not amend or repeal a particular bylaw.
See MCUA § 2.32; Virginia Code §§ 13.1-886, 13.1-892, and 13.1-893.

§ 6.1-225.17, Bylaws amended by Commission.——__Any bylaw may be
amended by the Commission by order entered on its order book and
certified to the credit union. Before entering any such order the
Commission shall notify the credit union of the proposed amendment and
afford it an opportunity to be heard thereen-.

Drafting Note: No substantive change.

union shall end at the close of business on December 31,

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

§ 6=3-224-6,1-225.19 . Unlawful use of words "credit union."--
The-use-by-It shall be unlawful for any unauthorized person,
eepaftnefship-Pﬁxinﬁlship_, association, or corporation j-exeept-
eefpefa€iens—fefmed—undef—the—pfevisiens—ef—this—ehaptef~and—gz_
associations or corporations whose membership or constituency consists
exclusively of credit unions or members of credit unions, ef-to use
any name or title which contains the words "credit union -, " A
violation of the provisions of this section shall be a Class 1
misdemeanor r—anrd-punishabie-by-a-fine-ef-rot-less-than-$30-nor-mere—
than-$100-for—eaech-day-of-the—-i1llegal—-use-of-sueh—npame+—and may be

enjoined by any court having equity jurisdiction over the party-—
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unauthorized user .

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

credit union may maintain service facilities at locations other than
its main office if the maintenance of such offices is reasonably
necessary to serve its members. subject to the approval of the

.. : 1 . blis) ] cacili  od
] . - g ball } i . ibed ] ]
Commission. The Commission shall approve the establishment of the
proposed service facility if it appears that the interest of the
members will be served thereby and that such establishment will not
impair the financial condition of the applicant or any other credit

£ ] b off] 3 ] ] £ ided i
. ] bi j : . . . ) - ]

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

i £ ] . . C s {thi 3 E .

blis] ] ] £
Drafting Note: Commission requested significant change from current
law which allows a credit union to change its place of business on
written notice to and approval of the Commission.
Proposed change requires application on SCC form and prior approval to
establish a branch office. Establishes a shareholder's interest test.
Requires thirty days®' written notice to move or close a credit union
office. Also, must notify Commissioner within ten days after it
establishes, relocates, or closes any office.

All changes were regquested by the SCC.
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Article 4.
Rowers,
§-6+1-200-———Powers—generaltiy-——Fhe—-eredit—unieon-may—-reeeive—the-

savings-ef-its-members—in-payment-foer—shares—and-shert-term-savings—
shares+-may—-lean—-te—its-members—and-may-undertake—sueh—oether—
aetivities-relating-to-the-purpeses—ef-the-eredit—union-as—-its—eharter
er-bylaws—-may—authorize;-not-inecensistent-with-the-provisiens-ef-this-
ehapter———

- ———

specified or implied elsewhere in this chapter or in the laws of this
Commonwealth, a credit union may:
l. Enter into contracts.
2.  Sue and be sued,
; 1 displ )
. . : j ke ] 3 1 1 :
credit to its members.
lividuall : 0int] ] ] 14 ) )
] ) ] . hold ) led ] )
; ] 11. di ] . 3 :
] . - .
Dcid ] . . i ncludi ]
btained ] - defaul 3 blj . . .

6. Borrow from any source provided that a credit union shall
notify and obtain prior approval of the Commissioner if the total
borrowings will exceed fifty percent of the credit union's outstanding
shares. In no event shall the borrowings exceed ninety percent of the

3 ., 1 ]
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Z. Sell all or substantially all of its assets or purchase all
] ia1] 11 of ti - ; 3 . b
| 1 of t] ..
£ ] ] £ 12 . i poludi ] limited
to. electronic fund transfers. share draft accounts. safe deposit
] ) ) : b] ] ) ) ;
correspondent arrangements with other financial institutions.

9. Hold membership in other credit unions organized under this
or other acts. and in associations and organizations controlled by or
. . ; . c 3 .  nelud; 1 liquidi
facility organized under state or federal law.

: ] 1 1 .
insure the lives of its members to the extent of their loans and share
. ol . ‘ 3 11 . e 1]
premium therefore.
. ... 1]
] bori b ; 1 of tI ..
. cund busi jeal i
) | . b] 14 1
loan or investment previously made or an obligation previously created
. ] fait] ] bus . be held
operated by the credit union for a period longer than reasonably
required to protect the interest of the credit union unless
specifically authorized by the Commissioner.
| {but i 5 .. baritabl
. . .
I | ; ; ... lati ; i
the credit union as its charter or bylaws may authorize. provided such
22
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| e i . . with thi ] L
Drafting Note: Current law does not enumerate the powers for state
credit unions. Subdivisions 1-3 and 5-12 are from Model Act and
similar to twenty states, and Fed. Act. Subdivision 4 is from
existing Virginia law similar to Fed. Act. Subdivision 6 is similar
current law in § 6.1-201. Model Act states fifty percent of "capital
and deposits" rather than "outstanding shares."” Subdivision 8 should
allow leasing programs, e.g., auto leasing. Subdivision 13 is a catch
all similar to present Virginia law.

§ 6-1-260-2-6,1-225.22 . Amendment of powers by regulatien—ef-
Commission.-— A+——In addition to the powers specifically granted to
credit unions by the provisions of this chapter, the Commission may by
appropriate regulation amend the powers of state credit unions so as
to allow them to have powers at least comparable to those granted to
federal credit unions engaged in business in this Commonwealth or to
effect the purposes of this chapter. Such regulations shall be
effective upon their adoption, and shall continue in effect until

amended or revoked by the Commission or superseded by action of the
General Assembly of Virginia. The requirement of a public hearing
appropriate.
B-—1--The-Commissioner-may-issue—and-serve—upen—a—eredit—union—an
order-to—cease—and-desist-frem-any-unsafe—-or-unseund-practiee—er—a-—
vietation-if,—-in-the—opinien-of-the-Commissiener,—a—eredit-unien—{i)—
is—engaging—or—has-engaged-—or—-there-is—reasonpable-—-eause-to-believe—-is
abeut-to—engager—in-an—-unsafe-or-unsound-practiee—in—-the—-operation—of-
the-eredit-uniteni-or—{ii)—-is-vietating-or-has-vielated;-or—-there—-is-
reasopable—eause—-te-believe—igs—about-teo-vieolate;—this—echapter-or—any-
ether-appltieablie—ltawr—regulationp—-or-order———An—-order—to—-eease—ané-

desist-shall-centain—-a—-statement—of-the-faets-econstituting—the-alleged
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unsafe—er—unseund-praetice—or—violtation—and-it-may-requires—in—-terms—
that-may-be-mandatory—-or—etherwiser—a—eredit-unien,—its—officers,—
direetors;—employees—-or-agents—to-cease—and-desist—£frem—sueh-praetiece—
er-vieolation-——Sueh—-order—shall-speeify-the—-effeetive-date—thereof—and
shall-eontain—-a-notiece—to—the-eredit—union—of-its—rights—te—request—a—
hearing-eon—sueh—-order—in—-aceordanee-with-Rultes—-3+4—-and-5+6—ef-the-
“Rules—ef-Praetiece-and-Preecedure—of-the-State-Corporation—Commissien+=

2——When-the-unsafe—or—unseund-praetiee—-or-violation—speeified—-in—
sueh-order-to-eease—-and-desisty—or—-any-continuvation-thereef;—is-iikely
to-prejudiee—the—-interest—-of-the-members—eof-the-eredit—uniony—the—-
Commissioner—-may—issue-his-erder—effeetive—-immediately-—An—-order—to—
cease—and-desist-shall-remain-in-effeet—until-it-is-withdrawn-by-the-
Coemmissionrer—or—is—terminated-by—the-Commission—after—a—hearing-on—the
matter-——A-request-for—hearing-under—-this-seetion-shali-be-given-
expeditious—-treatment—-on—-the-doeket-of-the-Cemmission—and—the-
Cemmission—need-npot-altlow-for-ten—days'-—netiee-te-the-parties——-—
Drafting Note: This is a federal parity provision. More than forty
states have a "wild card" statute which authorizes the regulator by
appropriate regulation to amend the powers of state credit unions to
have powers at least comparable to those granted to federal credit
unions doing business in the state. A sentence has been added giving
the SCC the option to waive the notice period required by the Rules of
Practice and Procedure of the Commission. Competitive disadvantages
to state credit unions created by broader powers granted federal
credit unions can be minimized as well as reducing the incentive to
convert to a federal charter (current § 6.1-200.2A). Section

6.1-200.2 incorporates cease and desist power of Commission and has
been moved to § 6.1-225.7.
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article 5,

Membership
§-6-1-204-—0Cualtifieations—-of-members;—offieersr-ete~——Every—
member—of—a—eredit—union-must—be—a—-sharehelder—and-shali-satisfy—sueh—-
ether—-prerequisites—fer-membership—as—-the-bylaws-may-speeify-—Every—-
offieerr—direetor—and-committee—member—must-be—a-member—of-the—-eredit-

anrien+——

bond set forth in the bylaws as have: (i) been fully admitted into
membership. (ii) paid any required entrance fee or annual membership
fee, or both, (iii) subscribed for one or more shares. (iv) paid the
initial installment thereon. and (v) complied with such other

) j o] - ) byl i £

i ) ] B hall be limited ; )
specified common bond of interest. members of their immediate
amil .. : ; ; i ) i
] - 1) 13 )

C. A member who leaves the field of membership may be permitted
to retain membership in the credit union under such reasonable

jard ] blished I he ] 1 of di

be ] \ of di ] £ ; ‘4 )

member who: (i) has not carried out his obligations to ihe credit



TITL6CU TMG

10
11
12
13

14

17
18

19
20

21
22

23
24

25
26

27
28
29
30

loss to the credit union: or (v) has deceived the credit union with
regard to the use of borrowed money., However., no member shall be so
expelled until he has been informed in writing of the charges against
him, and an opportunity has been given to him. after reasonable
notice, to be heard,

E. Members of the credit upnion shall not be personally liable
for pavment of the debts of the credit union,

F. The surviving spouse of a deceased member and the blood or
adoptive relative of either of them and their spouses may become
members.

G, Societies., associations. organizations. partnerships. and
corporations composed of persons who are eligible for membership may
be admitted to membership in the same manner and under the same
conditions as such persons.

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

bylaws.

B. Virginia law currently similar to Model Act without word
"immediate" before family.

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

D. Similar to Texas.
E. Florida statute.

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

G. Taken from Georgia act.

§ 6-3-209-6,1-225.24_. Fiseel-yeers—Membership meetings;
voting.—— The-fiseel-year—of-every-eredit—union—-shaltl-end-at—the—
etose—of-business—en-Deeember—33—-—-A, The apnnual meeting and any.

ial . e 1] 1] . hall be held j i ith
26
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the bylaws,
B. At all meetings ef-members—a member shall have but one vof

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

bylaws so provide., A society, association, eepartnership-partnership
or corporation, having membership in the credit union may be
represented by one person authorized by such society, association,
copartnership-partnership or corporation to so represent it +-
provided-that-at—-. At any meeting called for the purpose of amending
the articles of incorporation or dissolving the eerperatien-credit
union any member may vote thereemn-by proxy. A-member-may-vote-by—
absentee-ballot-if-the-bylaws—ef-the—eredit—unionp-se—previde———

C. The board of directors may establish a minimum age. not

] il . 1ifi . ¢ eligibilj
. e 1] ] hold offj hot!

Drafting Note: The fiscal year provision of § 6.1-209 has been
removed from this section on meetings of members and voting rights.
(See § 6.1-225.15). A. This section should be read in conjunction
with § 6.1-225.12.
B. Provides more flexibility in exercising right to vote by allowing
absentee or mail ballots or other methods provided in bylaws. Change
"co-partnership" to partnership and "corporation” to credit union.
C. Also allows the board to establish a minimum age of not more than
18 to be able to vote or hold office. Provision from Model Act - 5
states' minimum age is 16; 4 states have set 18; some leave it to

bylaws and about 25 have not addressed issue. [See MCUA § 4.60;
Virginia Code § 6.1-209]

§ 6.1-225.25, _Special meetings,——A, _The supervisory committee
by a majority vote may call a meeting of the members to consider any

incorporation or bylaws or any practice of the credit union deemed by
) . I ] : borized.
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directors.,

Drafting Note: This section is taken from the current § 6.1-213
(Powers and duties of supervisory committee) to incorporate all
meetings of members in one section. Wording has been changed in form,
but essentially no substantive change. For consistency the word
“shareholders" has been changed to "members," "in the opinion of the
committee"” changed to "“deemed by the supervisory committee"” and
"unsafe and unauthorized" put in the disjunctive, not conjunctive, by
stating "unsafe or unauthorized." Allows majority of supervisory
committee to call a meeting of the members.
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Article 6,
Share Insurance.

§-6-1-200-1-——Insuranece-required--—Any-eredit-union-whose—-shares—
and-shert-term—savings—-shares—-are-npet-insured-enr—er—-befere-July—1+—
19376+-by—a—state—er—federal-agenrey-up—-to—the—Iimits—of-the-insuranee—
previded-thereby—-or—under—a—pltan—ef-share—-insurance—aeceeptable-to—and-
approved-by—-the-Commission—shall-not-thereafter—reeeive—the-savings—-ef
its-members-er—issue—thereto—any-other—debt-ebligations—of-the—-eredit—
wRieoRT—— |

authorized to do business in this Commonwealth shall insure its

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

. . . | hall eit] 14 1ve .
another credit union which is insured by such an insuring
organization.,
Drafting Note: This section establishes a continuing requirement for

share insurance as in current law. (See MCUA § 6.60; Va. Code §
6.1-200.1)
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Article 7.

§ 6-1-2088-3-—-6,1-225,27, Voluntary merger.——A., Pwo—eredit-
upieons—inecorpeorated-purseant—to—this—ehapter-may-merge—and—a—-federal—
eredit—union—-may-merge—into—a—state—eredit—union,—subjeet—-to—the-
appreval—-ef—the-Commission——In-either—ease;—a-merger—apptieation—
aceompanted-by-the—-preseribed—-appiieation—feer—-shali-be-£filed-with-the

L th ) 1 of the ¢ s 1) ;

. hich tI N 3 . {11 ] Virgini —g] ;
3 . 1 . ied 1 1 . E

of #300, shall be filed with the Commission, The Commission shall

approve the application if:

1. The common bond of interest specified in the bylaws of the
credit union which is to survive the merger is amended to include the
common bond of interest specified in the bylaws of both credit unions;

2-—Fhe-board-of-direetors—of-each—eredit—union—adepts—a—pltan—of—
merger—setting-forth-its-terms—and—eonditions+—

3—--Netwithstanding—the-provisions—ef-subdivisien—5—of—subseetion—
AR-0f-§-13-3-895-—-the~-plan—of-merger—so—adopted—is—approved-by—at—least
a-majority-of—-all-the-votes—east—on-the-plan—at—an—annual-eor—speeial—
meeting-of-the-members—of—-eaeh—eredit-untron-——Notiee—-of—the-date -
timey—and-place—-of-sueh—-a-meeting-shall-be—given—to—each-member—
entitled-to—vote—not-less—than-twenty—five—nor—-more—than—sixty—days—
befere—the-meeting—in—the-manner—preseribed-by—the—artieles-of—
ineorporation—or-the-bylaws—of-the-eredit—unioer———The—notiee—shaii-

30



TITL6CU ™G

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

eontain—-or—be—aceompanied-by—a—-ecopy—of-the-pltan-of-merger—or—-a—-Summary
of-it—and-shall-state-that-the-purpese;—or—one—of—the-purpeses;—of-the
meeting-is—to—eensider—the-pian+—and-

4-——2., The Commission finds that the plan of merger will
promote the best interests of the members of the credit unions ——--

and

given in a manner prescribed in the articles of incorporation or
bylaws, the terms of § 13,1-842 relating to the manner of notice
notwithstanding, A federal credit union merging with a state credit
regulation,

B. 1. If the Commission finds that the requirements of subsection
A of this section have been met and all required fees have been paid,
it shall by—exrder—approve the merger and issue a certificate of
merger which shall be admitted to record in its office and in the
office for the recording of deeds in the city or county in which the
registered office of each credit union is located. However, no such
further recordation shall be required in the City of Richmond, County
of Chesterfield or the County of Henrico.

2. Upon the issuance of the certificate of merger the provisions
of § 13.1-897, mutatis mutandis, shall become effective.

C. For the purposes of this section, a member entitled to vote
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may vote in person or, unless the articles of incorporation or bylaws
otherwise provide, by proxy. A member may appoint a proxy to vote or
otherwise act for him by signing an appointment form. An appointment
of a proxy becomes effective when received by the secretary or other
officer or agent authorized to tabulate votes. An appointment is
valid for eleven months unless a different period is expressly
provided in the appointment form or the appointment is revoked by the
member .

Drafting Note: This section was rewritten in 1988. Section 13.1-895
is the Nonstock Corporation Act section which sets forth the procedure
for adoption of plan by members which requires two—-thirds votes cast.
Section 13.1-897 sets forth the effect of a merger, e.g., how real
estate is owned, responsibility for liabilities and effect on pending
proceedings. The new subsection A allows interstate mergers. Current
law provides for merger of two Virginia state~chartered credit unions
subject to the approval of the Commission. This does 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-chartered credit
union, an application 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 credit 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.

11 i h issi L he 3] ri r i j h
fact in writing. setting forth the reasons for the proposed
dissolution.
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3 1 3 shall f£il ith t] .. of the
certificate of dissolution and the certificate of termination of

. -t} 3 . ithin ; - the

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

§ 6-3-200-6+——6,1-225,29, Conversion of federal credit union to
state credit union.--A credit union, organized under the laws of the
United States and authorized to do business in this Commonwealth, may
convert to a credit union organized under the laws of this
Commonwealth by the following procedure:

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

corporation under this chapter and the Virginia Nonstock Corporation

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

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

to do business as a credit union as provided in § 6=3-39%-6,1-225.14

3. The federal credit union shall follow the procedures set forth
in § 125 (a) (12 U.S.C. § 1771) of the Federal Credit Union Act, as it
now exists or may hereafter be amended, for conversion.

4. Upon completion of the requirements of the Federal Credit
Union Act, the authorized officers of the federal credit union shall
execute a certificate setting forth the procedures followed, the
number of members eligible to vote and the number voting in favor of

the plan of conversion and file said certificate with the Commission.
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5. When the Commission has been satisfied that all of the
requirements of this section have been complied with, and that the
criteria of § 6x%-397-6,1-220.14 have been met, the Commission shall
authorize the state-chartered credit union to commence business as of
the date it ceases to be a federal credit union. The successor
state—-chartered credit union shall be vested with all of the assets
and shall continue to be responsible for all of the obligations of the
federal credit union to the same extent as though the conversion had
not taken place.

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

§ 6-3-2060+F+——6.1-225,30. _Conversion of state credit union to
federal credit union.——A state credit union may convert to a federal
credit union by the following procedure:

1. At any meeting of the members called and held in accordance
with the Virginia Nonstock Corporation Act (§ 13.1-801 et seqg.) to
consider such action, the members by an affirmative vote of those
holding and voting two-thirds of the votes present in person or by
proxy, may resolve to convert the credit union into a federal credit
union.

2. A copy of the minutes of the meeting duly certified by the
authorized officer of the credit union shall be transmitted to the
Commission.

3. The state credit union shall take such action as is necessary
under § 125 (b) (12 U.S.C. § 1771) of the Federal Credit Union Act __
as 1f now exists or may hereafter be amended., to make it a federal

credit union.

34



TITLeCU ™G

1

2

10
11
12
13

4. It shall file with the Commission a certified copy of the
organization certificate approved by the National Credit Union
Administration Board.

5. Upon receipt of the organization certificate the state credit
union shall become a federal credit union which shall be vested with
all of the assets and shall continue to be responsible for all of the
obligations of the state credit union to the same extent as though the
conversion had not taken place.

Drafting Note: Current § 6.1-200.7 provides procedure for conversion
of state credit union to federal. The amendment to subdivision 1
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.
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Article 8.

§-6-3-210-——Eleetion-of-board-of-direetors———Annually-the-members
of-each-eredit-union—-shall-eleet—a-beard-ef-direetors—ef-net—less—than
five—-members—-—In—the-diseretion—of-the-members—the-board-ef-direetors—
as—sueh-may—-aiseo—-be-the-eredit-committee-—Exeept—as—herein—-speeified -
no—member—of-the-board-ef-direetors—shall-be—a—-member—of-the—eredit—
committee—or—the-supervisery—committees—nor—shall-ene-persen—be—-a—
member—of-more~than—one—of-sueh—committees~——

§-6+1-211-——Eleetion-of-offiecers+—powers—and-duties—-ef-direetors+
compensation-of-members—of-beoard—eor—-ecommittees———At—theirr—-£first—
meeting-folleowing-the—annual-reeting;—the-beoard-eof-direetors—shaiti-
eteet—from—their-number—offiecers—provided-for-in—the-byltaws—ef-the-
eredit-unien———The-offices—ef-seeretary—-and-treasurer—-may;—if—the-
bylaws—se—previde;—be—held-by—one—persen———

The-board-of-direetors-shall-have—the—general-management—of—the—
affairs;—funds—and-records—eof-the—-corporation;—shall-meet—as—eften—as-
may-be—-neeessary;—and-it—shall-be-the-duty-of-the-direetors+—<(i)—teo—
aet—upon—apptiecations-for-membership—and-upon—-the—expulsion—-of—-a-
member+—{2)—to—£fix—the—amount—of-the-blanket-surety-bend-whieh-shall-
be-required-of-each—offieial;—committee-member—or—employee—ef—-the-
efedit—uaienT—fhe—sufety—en—the—bend—%e—be—a—sufe%y—eempany—}ieensed—
to—-de—business—in-¥irginia;—and-the—amount-thereof-to-be—approved-by-
the—Cemmission+—(3)-—to-determine-£from—time—to—time-the—-rate—of-
interest-whieh-shall-be—-eharged—-on—loans—and-to—-preseribe—the-
conditions—under—whieh-interest-refunds,—if-any;—may-be-made+—{3ar—to-
£ix-the—amount;—if—any;—that-may-be—eharged-for—initial-and-annual—
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membership—-fees+-{4)-to—£ix—the-maximum—amount-of-shares-whieh-may—be—
heild-by;—and-the-maximum—amounrt-whieh-may—-be—-lent-to;—any—one—member+—
£5)-te—deelare—-dividends+-{6)—to-determine—the-manner—in-whieh—
dividends—shall-be-paid-en—shares-issued-er—withdrawn-during—a—
dividend-periods-{6a)-to—appoint—a-supervisery-committee—of-nrot-less-
than—-three-members+—{(6b)—to—appoint—-a—eredit-ecommittee—of-nrot—tess—
than-three-members—unriess—the-members—-determine—that—-the-beard-ef—
direetors—shall-serve—as—the-eredit-eommittee+—{Fr—to—£ill-vaeaneies—
in-the-beard-ef-direetors;—in-the-supervisery-committee—or—in-the—
eredit—committee—until-the—-elteetion—-or—appointment-—as—the—ease-may—
be;—and-quatification-of-sueeessers+—{Fa)—to—remove—any-member—of—-the-
beoard-eof-direetors—£fatrling-—to—attend-regular-meetings—of-the-beard-
without—eause—for—three—-econseeuvtive—-months—or—otherwise-£faiiing—te—
perform—any-of-the-duties—-develving—upen—him—as—a—-direetor+—{Fb)—teo—
remove—any—-member—of-the—eredit-committee—£failing—to—attend—three—
eenseeuntive—regultar—-meetings—of-the—eredit—-committee—without-eause—or—
etherwise—-failing—to-perform—any—of-the-duties—develving—upen—him—as—a
eredit-committee—member+—{Fe)—to—-suspend—-any-member—of-the—-supervisery
committee—£fairling-to-attend-regultar—-meetings-of—the—supervisory-
committee—without—ecause-or—otherwise—£failing-to-perform—any—of—the—
duties—-develving—upon—him—as—a—sSupervisery—committee-member;—provided-
that-the-members—-shall-deeide—at—a—-meeting—held-not-less—than—-seven—
ner-more—than-twenty—one-days—after—sueh-suspensien—if-sueh—suspended-—
committee—member—shall-be—remeved-from—or—restored-to—the—supervisery—
committee+—{8)—to-have-charge—-ef-the—-investment—-of-the—funds—-ef-the-
eorporation+—and-{9)-teo—perform—sueh-ether—duties—as—-the-members-may—
from—time—to—time—auvthoriger——
Ne-member—of-the-board-ef-direetors—shalli-reeeive—any-
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cempensatien—for-his—-serviees—as—a-member—eof-sueh-beard-—The-members—
ef-the—-eredit—or—supervisory-committee—of—any—eredit—union-having—
assets—in-execess—of-$50,000-may—reeceive—for-their-servieesy;—as—sueh-
members -such-compensation-as—the-beard-ef-direetors—-may-determine~——
Healthy-aceident-and-term—life—insuranee—proteetion—for—a-direetor—er—
cemmittee—-member—shali-net-be—considered-compensation-—Direetors—and-
committee-members—while-on-eoffieial-business—of-the-eredit—union,—may—
be-reimbursed-for—-neeessary-expenses—ineidental-to-performing—the-
business—ef-the—-credit—union———

§ 6,1-225,31, Board of directors: number: election: term:
appointment of supervisory and credit committee.-—-A, The board of
directors shall have the autho+ity and responsibility for directing
the business affairs. funds. argd records of the credit union,

B. The board shall consist of an odd number of directors. at
least five in number. to be elec:ed by and from the members. After
the election of the initial boar¢ at the organizational meeting. the
election of the board shall be held at the annual meeting or at such
other time as the bvlaws provide.

C. A director shall be elected for a term of not less than one
year nor more than four years. as provided in the bylaws. provided

| £ 1) . ha o he byl ball blis]
terms of office so that an approximately equal number of directors

hall } ) i ] A di . ] £ £

ball hold off] i 1 s i 3 lified
Directors may serve more than ore term. Any vacancy on the bgoard of
directors shall be filled until the next annual election by

. ] ; i nd - 1) 14

D. The board of directors at its first meeting following the
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1 el . ball . (i) . . . ]
membership which shall consist of an odd number. not less than three.
1 (ii) 3 . : ] ] bi bich shall ) :
3 ; ] ] ] {0 13 ] c .

] £ 1. b Jut j ‘biliti

b . ) E ] ; e hotl . hall }
:ded in the byl

Drafting Note: The first sentence i1s new to expressly prowvide that the
board of a credit union is the body primarily responsible to the
members for the direction for the business affairs, finances and
records of credit union. The second and third sentences state that
the board shall have not less than five directors (who must be
members), and that they are elected at the annual meeting unless the
bylaws provide different manner of election. The additions to current
Virginia law are: (a) odd number of directors, (b) directors must be
members, and (c) election takes place at annual meeting or as
otherwise specified in bylaws of credit union. Current Virginia law
simply requires annual elections. Most states (N.C., Wisc.) elect at
annual meeting; however, Virginia only requires annual elections and
not at annual meeting. Fla. "in the manner prescribed in the bylaws";
Colorado "at annual meeting or by other proper balloting within 30
days before and 20 days after the annual meeting." There also has
been added a clarification that the "initial board" is elected at the
organizational meeting. Virginia is the only state in which the
statutes do not address the term for which directors are elected. The
proposal is for a one- to four-year term as set forth in bylaws,
thereby giving each credit union flexibility to choose method. It
does require staggered terms if the term of office is more than one
year. Directors are elected to serve until a successor is elected and
gqualified (See Ga. and I1l1.). The next to last sentence will allow a
director to serve more than one term (Texas). The last sentence
provides for filling vacancies [FCUA § 111 (a)]. The board has the
duty to appoint the supervisory and credit committee (§ 6.1-211 (éb)).
FCUA allows one director, other than a compensated director (formerly
the treasurer), to be appointed to the supervisory committee. Section
6.1-210 does not allow and is not a proposed change. Consistent with
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MCUA § 5.12 and many states, appointments must come from the
membership, consist of not less than 3 members and serve a term as set
in bylaws. Also included is option from FCUA § 114 (12 U.S.C. §
1761c) and Virginia Code § 6.1-212 to appoint loan officers to approve
loans. A difference in the proposed section is to allow the board to
appoint loan officers in lieu of having a credit committee. Sections
6.1-210 and 6.1-211 (b) allow members to determine if the board will
serve as the credit committee. Current Virginia Code § 6.1-212
contemplates the credit committee appointing the loan officer and
continuing to function as an appellate review committee when loan
applications are rejected. Section 6.1-211 (6a) provides for board to
appoint a supervisory committee of not less than three members and
(éb) provides for a credit committee of not less than three members
unless the members determine that the board shall serve as a credit
committee.

its first meeting after the annual election. the board of directors
shall elect from its own number an executive officer. who may be
designated as chairman of the board or president: a vice chairman of
he ] j . g i i
] ; i mul 1v bold ] £ 5 ) ]
3 . if the byl L ; hall al )
| £ 5 ; ified i he byl
; e 1] £ ball } i1 thej
successors are elected and gqualified.
l Jut i - 1) £ ; hall i ibed ]
bylaws,
he ] 1 of di hall . (i) hief .
£ 5 € 1] 3 . ] . . ] - .
1 (ii) 5 ial Offi | hief . £ 5 )
serve as the financial officer.
. 3 . ; itle ] :
officers. so long as such titles are not misleading.
Drafting Note: At the beginning of the article is current Virginia
law (§ 6.1-211). The MCUA §§ 5.40 and 5.50, FCUA § 112 and many
states including North Carolina, Maryland, Florida, etc., provide for

the election of board officers and an executive committee. FCUA § 112
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does not list titles of officers. The amendments allow flexibility in
the designation of board officers, e.g., chairman of the board or
president, establishes the term of office as one year, and requires
the designation of a chief operating officer and a financial officer
who shall give a bond with surety.

§ 6.1-225,33. Executive committee.—-The board of directors may
. . . ; . . isti :
less than three directors. which may be authorized to act for the
] 1 1] b3 ] 1it] 1 1im; .
are prescribed by the board and § 13,1-869(d4),
Drafting Note: Virginia is one of 16 states without an executive

committee statute. Proposal similar to MCUA § 5.50, N.C., Fla., Ky.,
Wisc., and FCUA § 113(13).

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

committee may receive for their services. as such members. such
. he ] 3 of di 3 . Healt]

id 3 life i . : 3
committee member shall not be considered compensation. Directors and

. ] hi cficial DUsi e 1] 33 .
] i} 1 f incid ia] E . ]
business of the credit union.
Drafting Note: This is current law in Virginia found in the last
subdivision of § 6.1-211. The last sentences were added in 1988 to
allow reimbursed expenses and protection for board members in the form
of insurance. FCUA §§ 111 and 112 allow only one board officer to be
compensated and no compensation to remaining board members or member
of a committee but reasonable insurance shall not be considered
“compensation.” Most credit unions compensate at least one or more
officers. (See N.C., Kansas, California.). Eliminates the $50,000
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threshold for compensation of members serving on the credit or
supervisory committee.

§ 6-3-—233-6.1-225,36 . Eleetion-of-effieers:+—-powers—Pawers and
duties of directors +-eeompensatiep—of-members-eof-beard-er—-ecommittees—
.—— ARt-their—-first-meeting—following-the—annual-meeting--the—-beard-of
éireetors—shaltli-eleet—£from—their-number—officers-provided-for-in-the—
bylaws-eof-the—-eredit-unieon———TFhe-offices-of-seeretary—and-treasyrer—
may-—if-the-bylaws—se—provide;-be-held-by—one-persen———

The-board-of-direetors—shaltl-have-the-general-management—of-the-

affatrs-—funds—and-records—of-the-corperatien,;—shall-meet-as—often—as—

may—be—-peeessarys;—and-it—ghall-be-the—-duty-eof-the-direetorg+——

(1}—to—I diti ] Jut E B i his

duties:
1. To _act upon applications for membership and upon the
expulsion of a member . _The board of directors may appoint one or

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

{2)-to—-£fix—the-amount—of-the-blanket—surety-bond-whieh-shall-be-
required-of-each-offieial—committee-member—or—-emptoyee-of—the—eredit—
uwpien;—-the—surety—-on—-the-bonrd-to—-be—a—-surety—company-tiecensed-to—-do—
business-in-Virginita;—and-the-amount—thereef-to-be-approved-by-the—

. , o N . E.j ]. ] j !E.E;E jn_
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£3)3-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 ;-if-ary;—-may-will _be made;

£3a)~te—4,__To fix the amount, if any, that may be charged for
initial and annual membership fees;

£4)-to—£3ix-5, To determine the maximum amount of shares which
may be held by, and the maximum amount which may be lemt-loaned to,
any one member;

¢5)-te—-6. To declare dividends on share accounts :

¢6>—te-72. To determine the manner in which dividends shall be
paid on shares issued or withdrawn during a dividend period; ¢éa)—te-
appeint—a—supervisery-committee—of-not—tess-than—-three-members+—{6b)—
to—appoint—a—eredit—ecommittee—of—noet—iess—than—three—members—unltess-
the-members—determine—that-the-board-of-direetors—shalil-serve-—-as—the-
eredit—eommittees+—

£€7)-te~8, To fill vacancies in-the-beard-of-direeterssy—in the
supervisory committee or in the credit committee until the election or
appointment, as the case may be, and qualification of successors;

£Fa)r—te—-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;

£7b3-te-10, Tpo remove any member of the credit committee
failing to attend three consecutive regqular 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;

£?e}—te—-11., To suspend any member of the supervisory committee
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failing to attend regular meetings of the supervisory committee
without cause or otherwise failing to perform any of the duties
devolving upon him as a supervisory committee member, provided that
the members shall decide at a meeting held not less than sewvern-ten
nor more than twenty—one-twenty-five days after such suspension if
such suspended committee member shall be removed from or restored to
the supervisory committee;

Drafting Note: This is old subsection (7c) of § 6.1-212.
Legislatures have been reluctant to give board the right to remove
members of supervisory committee without certain safeguards since the
supervisory committee provides certain checks and balances with the
board. Many states allow suspension of supervisory committee members
by board. (North Carolina and Maine do, Florida does not; Arkansas
and Minnesota like current Virginia statute.)

£8)-te-12. To have charge of the investment of the funds of the

S —

Jes . . 1ified ipndividual ]
] E I . . ligi blished

by the board of directors:

Drafting Note: Corporation changed to credit union for consistency.

Last clause authorizing an investiment committee consistent with MCUA

§ 5.56(7); FCUA § 113(6); N.C. and Florida. Many states exclude loans

to members from board directed investments. (Col., Md., Mich., Pa.,
N.C.)

blis] 1 ] ; bic] 1 bhall
ide ti ; 3 Jiti ] 13 :
3 ] ; ; ; 1} o8 ficial

(ii) ) 34 amil ; i £icial (i1i)

ipdividual havi bi . ] .

. . bus ; . 4 cficial 1

immediate family member of an official shall not be more favorable

b ; i Jit] : ble 1 1 i
3 ) 13 . ] _
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£93-+e-18, To perform such other duties as the members may from

time to time authorize.
No-member—-ef-the-board-of-direetors—-shali-reeeive—-any—
compensationp—for—-his—serviees—as—a-member—of-suech-board-—The-members—
of-the—-eredit-or-supervigsery—committee—ef-any-eredit-union—having-
agssets—in-exeess—of-$50-000-—may—reeeive—feor—their-serviees;—as—-sueh-
members;—such—ecompensation—as—the-beard—-of~direetors—-may—determine———
Health,;—aceident—and-term—1ife—insurapee—proteetion—for-a—direeter—or
committee-member—shali-not-be—-econsidered-compensation--Direetors—and-
eommittee-members-whilte—-on-offieial-business—ef-the-eredit—-union;—may—
be-reimbursed-for—neeessary—expenses—-ineidental-to-performing—the-
business—of-the—-eredit-gnion~—-
Drafting Note: Amendment to (1) allows board to appoint a membership
officer and establishes the right of appeal to the board if membership
is denied. Amendment 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 of
share accounts.

There is no change to (3a) regarding the charge for a membership fee,
if any.

No substantive change to (4).
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Amendment to (5) added term "share accounts" which represents all of
the types of accounts in a credit union.

No change to (6).
Subdivisions (6a) and (6b) moved to § 6.1-225.31.
Amended (7) because filling vacancies on board is in § 6.1-225.31.C.

Amendments to (7a), (7b) and (7c) are not substantive, just using some
conforming language.

Amendment to (8) allows the board to designate a committee or an
individual to make investment decisions pursuant to board policies.

Adds subdivision 13 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.

Adds subdivision 14 to require that board designate the depository for
its funds.

Adds subdivision 15 to authorize the conveyance of property.

Adds subdivision 16 to authorize board to employ and compensate a
manager.

Add subdivision 17 to require board to make provisions for reserves.
No change to (9).

§ 6-3-232-—6,1-225,37, Credit committee or loan effieer-te-—
approve—loans—er—advanees+-review—of-appltications—disapproved-by-loan—
officer—-or—-eredit-committee+—meetings—officers; appeal .-—- A, The

credit committee of sweh—a credit union shall approve every loan or

advance made by the eerperatien—credit union to members, exeept—that-

the board of directors. it may appoint and delegate to loan officers
the authority to approve or disapprove loan applications . subject to

] . ~ 1ici :bed ] he 1 1 of dj . The

approval of an application by the credit committee shall be by a
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majority of the committee who are present at the meeting at which it
is considered, provided a majority of the full committee is present.

C. All applications disapproved by a loan officer may, upon
request of the applicant, be reviewed by the credit committee ard-the-
+.Ihe approval of a majority of the credit committee who are present
at the meeting when such review is undertaken shall be required to
reverse the loan officer's decision prewvidedé-a—, A majority of the
full committee i#s-shall be present at such review . No individual
shall have the authority to disburse funds of the credit union for any
loan for which the application has been approved by him in his
capacity as a loan officer. A member whose application was disapproved
by a loan officer or the credit committee may appeal such action to
the board of directors.

D. The credit committee shall meet as often as the business of
the credit union may require fo consider applications for loans or o
review the workK of the loan officers. as the case may be . Reasonable
notice of each such meeting shall be given to each member of the
committee.
Drafting Note: The amendments to A and B provide option for a loan
officer in lieu of credit committee. Present law (§ 6.1-212) requires
a credit committee, unless the members decide that board of directors
should be the credit committee (§ 6.1-210). The credit committee can
appoint loan officers to do its work. As credit unions have become
larger it becomes more difficult for credit committees consisting of
volunteers to act promptly and with appropriate scrutiny of each
application. The loan officer approach is one possible solution.
This provides a safeguard for allowing a member to appeal an adverse
loan action to board of directors.

§~6+-1-213~——-Powers—and-duties-of-supervisery—committee+—aundit—and
repert-—The-supervisery—committee—of-sueh—eredit-union—shali-inspeet—

the-seeuritiresy—ecash-and-asecounts-of-the—eorporation~—-At—any—-time—the—

Supervisory—committeer—by—unanimous-—votes—may-—itf-it-deems—-sueh—aetiop
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neeessary—-teo—the-proper—eonduet—of-the—eredit—union;—suspenré—any—
efficer—-or—-direetor—-or—any-member—of-the—-eredit-committee—and-shail-—
i+£-any-such-offiecerr-director-or-member—of-the—-committee—be—-se-
suspended;—eati-the-members—toegether—-to—aet—on—-sueh-suspension—as-
hereinafter—proevided-—The-members—at—sueh-meeting—may—sustaipn—sueh—
suspension—-and-remeve—sueh—officer—permanentliy—or—may—reinstate—sueh—
offieer-~—By—a—-majority-—vote—~they-may—eall—a-meeting—of—the-
sharehelders—to—consider—any-violation—ef-this—ehapter—or—of-the—
bylaws-—er—any-praetiece—of-the—-eorporation—-whieh--in-the-opinion—-of-
the-committeer—is—unsafe—and-unavthorized-—Within-seven—-days—after—the
suspension—ef—the—eredit-committees—or—any-member—thereof;—or—of-any—
direetor—or—-offieer;-the-supervisery—committee-shali—-eause—notiee~to~
be-given—of-a—-speeial-meeting-of-the-members—-to—take—aetion—relative~
to—sueh—-suspersien+——

The-superviseory—committee—shall-make—oer—eause—to—-be-made—at—teast
enrce—in—each—-ealendar—year—a—thorough—audit—-of-the—-reeeipts+—
disbursemenrts;—incomer—assets—and-1iabilities—ef-the—-corperation—for-
the-twelve—-ealendar-months—-next—preeceding—the-moenth—-in-whieh—-the—audit
is—eommeneed;—and-shatl-make—a—-full-repert—thereon—teo—the-direetors———
Sueh-report—shall-be-read-at-the—-next—annual-meeting—of-the-members—
and—-shall-be-filed-and-preserved-with-the-records-of-the-ecorporation+-—
Sueh-ecommittee-shali-make-or—eause—to-be-made—-such—supplementary—
audits—as—it-may—deem—neecessary—or—as—may—be—ordered-by—the—
Cemmissieon——-—

15, —-- i

1. Shall 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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Drafting Note: This replaces current § 6.1-213. It 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
supplementary audits, but adds "and verification of members' accounts"
as deemed necessary or ordered by the board. This section provides a
procedure for supervisory committee to suspend officers, directors,
and credit committee members and to call a meeting to have such perso..
permanently removed. Some acts and MCUA allow suspension by
two—-thirds vote and don't require unanimous vote as 1in Virginia. This
section 1is taken from 115 (12 U.S.C. § 1761d) of the FCUA. This does
not provide for board's removal of supervisory committee members with
subsequent approval of members.

§ 6-3-233+3-6.1-225.39 . Special audit.--The Cemmissien-—
Commissioner may require a credit union to have an independent audit
made of its books, records, and methods of operation, by a certified
public accountant or other gualified person or firm approved by the
cemmissien-Commissioner , whenever it appears to the Cemmissier-—
commissioner that the system of internal controls pertaining to such
credit union is not adequate, or that such credit union is engaging in
dangereusty-unsafe or unsound practices, or that the financial

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 § 6-3—-204-6,1-225,40 . Qualifications of memberss—officers,
etc.—— Every-member—of-a—eredit-unior-must-be-a-sharehelder-and-shail

S satisfy-sueh-other-prerequisites—for—-membership-as—the-bylaws-may-
6 speeify-——Every officer, director and committee member must—shall be
7 a member of the credit union.

8 Drafting Note: No change to second sentence.

50



TITL6CU ™G

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31

Article 9,

Drafting Note: Establishes authority to issue shares to members.

B. _Shares and share accounts may be withdrawn for payment to the
account holder or to third parties in such manner and in accordance
with such procedures as may be established by the board of directors.
Drafting Note: Establishes right of withdrawal for payment to third
party. From MCUA § 6.26(1) and similar to Ky., Kansas, and N.J.
Somewhat similar language authorizing share draft or transactional

accounts is set forth in FCUA § 107 (6)(c) and in 12 states and with
some variation in 12 additional states.

C. Shares and share accounts shall be subject to any withdrawal
. . hic] ] ) ] ; ] 14 ) by]

Drafting Note: Allows bylaws to establish notice requirement for
withdrawal. See MCUA § 6.26(2). Similar to Ky. and Md. Several
states establish specific number of days notice in state act.

§ 6-1-2066-6,1-225,42 . Payment for shares; transfers; lien on
shares.~—-Shares shall be paid for in money. &hares—shali-net—be-
transferable-exeept-to-the—acecount—of—another—-member—or—-to—a-£federal-
ageney-or—a—eorporation—organized—pursuant-to—the-¥irginia-Credit-
Unieon-Share—Insuranee—-Aet—{§-6-1-226-1—-et—seg—)—-upor-paymenrt—by—sueh—

ageney—-or—corporation—of-a—elaim—based-upen—-sueh-shares—~——Shares may

bylaws prescribe. The credit union shall have a lien on the shares . _
including share accounts of a member in his individual., joint, or

trust accounts and upon any dividends payable thereon as security for

all debts and obligations owed by-him-te-it-, and for any loan
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1 ~dorsed by, ; - . ion .
2 Drafting Note: Requires shares to be purchased for cash and not

2 exchanged for goods or services. The last sentence continues the

4 statutory lien on shares in Virginia, but expands provisions to

S include loans endorsed by a member. There has been some erosion by a
¢ federal case in Kansas regarding federal tax liens. (Check U.C.C. §

9-31 for creation of a super lien protected by Federal Tax Lien Act.)

& § 6-3-239-6,1-225.43 . Dividends.-- A. At such intervals and
¢ for such periods as the bylaws provide and after provision for the

2 required reserves, the board of directors may declare dividends on

12 aside for dividends . *£f-the-bylaws-permit-the-opening—eof-more-than—
12 ene-—-elass-of-share—aceceount,—dividends—may-be-deetared-at-varying—rates

4 upen—each-elasgr—

R C. Dividend credit may be accrued on shares as authorized by the
1% board of directors.

20 2. The rates of dividends and terms of payment may be declared
1 in advance by the board of directors,

22 E. Ne-In no event shall a dividend shaii-be paid, if, after

23 the payment thereof, the liabilities of the credit union would exceed
24 1its assets.

25 Drafting Note: This section allows different rates for different

26 +tvypes of share accounts and share certificates and allows for

7 dividends to be declared in advance. Dividends would be paid from

28 undivided earnings after providing for the reserves required by
statute. The period for dividends being declared can be established

by bvlaws, thus allowing a credit union to pay dividends from the
first of the month on funds received by the tenth.

§$ 6.1-225.44, Ascertaining value of assets,~- In ascertaining

the value of the assets of a credit union, a loan delinquent for more

- €O

I
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f
7
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y
4
}
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than two but less than six months shall be valued at ninety percent of
the unpaid balance; a loan delinquent for six months but less than
twelve months shall be valued at seventy-five percent of the unpaid
balance; and a loan delinquent for twelve months or more shall be
treated as of no value.

Drafting Note: No change.

§ 6=3-267-6,1-222,45 . Share-ef-miners-Minors' accounts .--
Shares of a credit union may be issued in the name of a minor, and
such shares may be withdrawn by such minor, and in such case payments
made on such withdrawals shall be valid.

Drafting Note: No change.

§ 6-+—2087-3-6,1-225,46 . Individual retirement accounts
established-under-Federal-Employee—Retirement—-Seeuvrity-Ret—, _efCc .
To—the—-extent-allowed-by-federal-taw—-a-A credit union may act as
trustee or custodian (i) of individual retirement .accounts establishr ™
with it-the credit upion for the benefit of its members under the
Federal Employee Retirement Security Act of 1974, as amended from time
to time : (4ii) pension funds of self-employed individuals or of a
similar retirement or pension plans . Contributions thereto and
earnings thereon may be accepted and retained in accordance with seaid-
that act but must-shall be invested in shares of the credit union.

If the credit union bylaws so provide such accounts may be established
for the benefit of members in the names of other trustees or
custodians who are qualified to serve as such under the laws of this
Commonwealth and saié-that act. Phe-lien-given-by-§-6+1-2067—-shali-
not-attaech-to—shares-held-in-sueh-aceounts~——

Drafting Note: The proposed changes will broaden the authority of
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credit unions to serve as trustee or custodian of self-employed
pension plans (SEPs), profit sharing plans or accounts under ERISA o
1974. Removes the exclusion of such plans from the statutory lien
credit unions have on share accounts. (See § 6.1-207.1(i).)

§ 6+-3-267+-2-6.1-225,47 . Acceptance of money under Virginia
Uniform €ifts-Iransfers to Minors Act.—-If the custodian or the mino
is a member of the credit union, the credit union may accept money
paid to it pursuant to the Virginia Uniform Transfers to Minors Act
31-37 et seq.) for credit to an account in the name of the custodian
or custodians as provided in such act.

Drafting Note: Other than correcting title of section, no change.

§ 6+1-288+3-6.1-225,48 . Balamee—due-Accounts Of deceased or
incompetent person +-payment-to—persenal-representatierr—guardiany-—
ete+——.——A credit union may pay any share balance due a deceased
person or any person under a disability to the personal

representative, guardian, curator, or committee of such person upon

letter—of-qualifiecation—as—such-persenal-representative;—guardian;—

™G

f

r

(§

a_

eurator-or—~committee-issued-by—-any—eourt—of-competent—jurisdietion—-of-

this-Commeonwealtth-proper proof of the appointment and qualification

of such fiduci _s—and-sueh—,

_shall be

sufficient authority for making such payment. A credit union making
such payment shall no longer be liable for the amount so paid to any
person whemseever—. The presentation of a duly certified letter or
certificate of qualification as personal representative, or other

fiduciary, guardian, curator, or committee shall be conclusive proof

of the jurisdiction of the court issuing the same.
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Drafting Note: Updates terms and adds protection for credit union
when not aware of death or disability of member with a joint account
(See § 6.1-208.3.). Second paragraph from § 6.1-194.57; also see §
6.1-70.

§ 6-3-208-4-6.1-225.49 . Balanee-due-deceased-perseon;-payment—
Rayment of small balances to speuses;-distributees or other
persons.—When the share balance of a deceased person upon whose
estate there shali-have-has been no qualification does not exceed
$5,000 __it shall be lawful for the credit union, after sixty days
from the death of such person, to pay such balance to his or her
spouse, and if none, to the distributees of the decedent or other
persons entitled thereto under the laws of this Commonwealth. The
receipt therefor shall be a full discharge and-aegquittaree—of the
credit union as-te—ali-persens—-whemseewver—for the amount so paid.
Previded,—sueh—Such balance or any part theredf shall not te—-exceed
the amount given a priority by § 64.1-157 after thirty days from the’
death of such person s—amd-upen~,__ Upon the written request of the
spouse, or if there be-is none, them+—the distributees of the
decedent or other persons entitled thereto under the laws of the
Commonwealth :he_balangg;may be paid to the funeral director or
mortuary handling the funeral of such decedent amd-a—. __A_receipt of
the payee shall be a full and final release of the credit union for

the amount so paid.

Drafting Note: No change. Comparable to §§ 6.1-71 and 6.1-194.58.
(See § 6.1-208.4.)

§ 6-1+-288+-5-6.1-225.50 . Application of §§ 6+1—-268-3—and-
6-1-208-4—-6,1-225,48 and 6,1-225,49 to federal credit unions.--The

provisions of §8§

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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Article 10,

Loans.

] i . - ] ﬁ ] i ] i'!'
the bylaws may prescribe. The board of directors shall establish
. lici ] . . ) j 3 1 E
credit, including the terms. conditions. and acceptable forms of
security,
Drafting Note: Current § 6.1-198(9) simply states that bylaws shall
specify conditions for making loans. Proposal follows MCUA in

flexible provision to allow the board to create a loan policy that
fits the credit union, its resources, and its members. (MCUA § 710)

] 3 ] 33 . ] ] 11 bl

. . i t] I losi 1is] . 3

1] . . ]
3 ith the byl 1 .

charges to members for failure to meet in a timely manner their
b1j . ] 13 .
Drafting Note: Allows credit union to assess late charges and charge
fees for expenses of services rendered to a member. Subsection B
addresses the assessment of late charges, etc. See § 6.1-330.80.

§ 6-3-23%-6,1-225.53 . bheams—gemeratly-Loan_ limit .-- A-—-No
loan may be made to am—-individual-ag_member if, upon making the loan,
ke-the member would be indebted to the credit union on loans to him—
such member in an aggregate amount which would exceed ten percent of
its eutstanding-shares—share accounts and reserve fund, or the

maximum amount as authorized by its bylaws, whichever is less. Z*f-the

borrower—or—endorser—-is-a-member—of-the—eredit-—ecommittee—the—lean—must
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be-approved-by-the—supervisory—-committee—instead-of-by-the-eredit-
eemmétteef—hewevefT—Whéfe—Sﬁeh—}ean—is—EH}}y—seeufed—by—shafesv—sueh—
loan-may-be—approved-by-the-eredit—-committee~——
B~—Ne—-lean—-shali-be-made-te—ar-individual-whe—is—-peot-—a—member—of-
the-eredit-unton——If-the-eredit—committee—should-knowingly-approve—
sueh-a—-ltoan;—its-members—shall-be-jointiy—and-severaliy-tiable-to—the-
eredit-union—for—the—-immediate—repayment—thereof——

Drafting Note: No substantive change from current ten percent
limitation. MCUA-—-ten percent of "total assets"; FCUA--ten percent of

"unimpaired capital and surplus"; Cal.-—ten percent of "shares." (See
§ 6.1-217.)
§ 6x3-23%-6,1-225,54 . Loans gemeraily-to members of credit

committee: nonmember loans .—-A. Ne-learn-may-—be-made-te—an—individual
i+£--upor—-making-the-loanr-—he-would-be-indebted-to-the—eredit—union—-on-
loans—-to-him—in—an-aggregate—amount-whieh-would-exceed-ten—pereent—of—
ifs~euts%anéing—shafes—and—fesefve-fa$d7—ef—the—maximum—ameuat—as—
au%hefizeé~by—§fs—by&aws7—whiehevef—is—}essf——If the borrower or
endorser is a member of the credit committee, gr a member of the board
of directors if the board is serving as the credit committee. the loan
must—shall be approved by the supervisory committee or a loan officer
instead of by the credit committee; however, where such loan is fully
secured by shares, such loan may be approved by the credit committee.

B. No loan shall be made to an individual or entity who is not a
member of the credit union. If the credit committee or loan officer
should knowingly approve such a loan, its-the members of the credit
committee shall be jointly and severally liable ., or in the case of 3
loan officer, he shall be individually liable, to the credit union for
the immediate repayment thereof.

Drafting Note: The amendments to subsection A include restrictions on
approval of loans to board members, if the board alsc serves as the
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credit committee. In such event, the loan would be approved by the
supervisory committee or a loan officer. The amendment to subsection
B establishes the same liability for a loan officer who knowingly
approves a loan for a nonmember.
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approved, advances may be made as requested without further loan
j j 1 the 1imi i fied

Drafting Note: Some refer to this as a self-replenishing line of
credit. It allows open-end loan plans, e.g., credit cards.
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Article 11,
Investments.
§ 6-1-216-6,1-225,57 . Investment-eof-funds-Authorized

jinvestments .——-The funds of a credit union ., not used in loans to

members., may be invested in the following ways only:
£1)-Lent—to—members—ef-the-eredit—uniens+—
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.
£23-1, Lemt-Loans to other insured credit unions to the
extent permitted in the bylaws;
£3)-Depesited-in-banks-in-whieh-the—aeeounts—are-insured-by-the—

Federal-Deposit—Insuranee—Corperation:—

£43-2, Invested-In 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;

such _investments are specifically authorized by the board of director
K be i )
Drafting Note: 014 (10).
4. _In federally insured banks and savings institutions:
Drafting Note: 01d (3) and (6) dropping the FDIC and FSLIC reference
£5)y-tavested—-3in-5, __In the capital stock of the National Cfedit
Union Central Liquidity Facility or any central liquidity facility
established under the laws of the Commonwealth s-in-ebligations-—ef-
-Upited-States—of-the-Commonwealth—ef-Virginia—er—any-potitieai—
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subdivision—or—ageney—of-the—Commonwealth-of-Virginia;—-ineluding—
revenue—-bends—;
bonds:

Drafting Note: 014 (e6).
£6)—Invested-in-savings—accounts—of-any-savings—and—-iean—
asseeiation-whose—aeecounts—are—insured-by-the-Federal-Savings—and—-hean

Insuranee—Corperations—

£#)—-Iavested-in—8. In such stock, securities, obligations, or
other investments as may be approved from time to time by the
Commission;

{8)-Invested-in-the-2, In real estate, office buiiding-
buildings . equipment . and furnishings of the credit union provided
that the aggregate investment in all such fixed assets shall not
exceed five percent of the total of the members' shares-share_
accounts without the prior written authorization of the Commissioner
of-Finaneial-Institutions—;

£9)—Invested-to—the—extent—auvthoriged-in-its—bylaws—in-the-
purehase—eof-stoek—and—-ether-seeurities—er—obligations—of—a—serviee—
corporation—or-ecorporations—in—an—amount—-net-teo—exeeed-five-pereent—of
eutstanding-shares—and-reserve—fund--Sueh—eredit—union—-may-pot—invest-
in—apy-sueh-serviee—corporation—uniess—it-uses—or—intends-teo—use—the-
servieces—eof-sueh—-serviee—corporation-—For—the-purposes—eof-this-
seetion;—a--serviee-corporation-—-is—defined-as—one-engaged-primariiy—
in-rendering-serviees—to—two—or—-more—eredit—unions——The-Commission—mar
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allow-steh—investment-to—-execeed-£five-pereent-of-the-outstaending-shares
snd-regerve-£fund-upon—-geod—-eause—-shown+—and-—

£18)y-Netwithstanding—any-other-provisions—ef-this—seetien,—

- invested-in-shares—er-depesits—-of-any-ecentrat—eredit-unien-provided-
sueh-investments—are-speeifieally—authorized-by-the-board-of-direeters
eof-the-eredit—-union—-making-the—investment+—

10, In shares. stock. deposits in. loans. or other obligations

: s : s £ (i) ]
bershi b ) ; E : s

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.

. . . . ided b Ball : . 3
A 3 ] 3 of the ] . 33

‘union.

_ Drafting Note: This provision allows credit unions to join together
to invest in a loan which may be larger than any one credit union may
ant to invest in. The proposed section is similar to the MCUA § 7.40

d the FCUA § 107 (5)(E).
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§ 63— - = .28 . R ryve—fund-— -
reserves: special reserves .-— &A-——At the end of each accounting
period, as provided in the bylaws, whether a dividend is to be paid or
not, the gross earnings of the credit union shall be determined. From
this amount, there shall be set aside sums as a regular reserve in
accordance with the following schedule:

1. A credit union in operatibn for more than four years and
having assets of $500,000 or more shall set aside (i) ten percent of
gross income until the regular reserve shall equal four percent of the
total of outstanding loans and risk assets, then (ii) five percent of
gross income until the regular reserve shall equal six percent of the
total of outstanding loans and risk assets.

2. A credit union in operation less than four years or having
assets less than $500,000 shall set aside (i) ten percent of the gross
income until the regular reserve shall equal seven and one-half
percent of the total of outstanding loans and risk assets, then (ii)
five percent of gross income until the regqular reserve shall equal ten
percent of the total of outstanding loans and risk assets.

3. Whenever the regular reserve falls below the stated percent of
the total of outstanding loans and risk assets, it shall be
replenished by regular contributions in such amounts as may be needed
to maintain the stated reserve goals.

4. The Commission may increase or decrease the stated reserve
requirement when in its opinion such an increase or decrease is
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.

- = _ _ — ——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 reguiar reserve and

cial reserves of the credit union.
‘Dr;fting Note: No substantive change.

= - i i ___——For the purpeses-
purpose of establishing the reserves required by this geetiem-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 and-
lean—asseeiations—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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5. Insured student loans;

6. Loans insured under Title I of the National Housing Act (12
U.S.C. § 1703) by the Federal Housing Administration;

7. Shares or deposits in eemtrai-corporate credit unions
organized under the laws of this Commonwealth or the Federal Credit
Union Act;

8. Prepaid expenses;

9. Accrued interest on nonrisk investment;

10. Loans fully secured by a pledge of shares in the lending
credit union, equal to and maintained to at least the amount of the
loan outstanding;

11. Loans which are purchased from liquidating credit unions and
guaranteed by the Virginia Credit Union Share Insurance Corporation eof
or the National Credit Union Administration;

12. Investments in the insuring organization and in the National
Credit Union Administration Central Liquidity Facility;

13. Furniture and equipment; and-

14. Land and buildings ———.__

for the purpose of this section.

Drafting Note: Virginia's reserve section was rewritten in 1986 and
is similar to the FCUA § 116(a) and (b). The MCUA has adopted a
different approach which reflects the recommendations of the
Capitalization Commission. That approach keeps the formula for
reserving out of the statutes and allows for it to be set by
regulation. The Commissioner is directed to establish a reserve
schedule by regulation. Certain guidelines for the Commissioner are
set by statute by requiring that reserves be based on risk assets and
the transfer to reserves based on gross income of the credit union.
It also sets lower transfer to reserves requirement for credit unions
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
fien 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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Article 13,
Qut-of-State Credit Upnions,
§ 6-1-208-6-6.1-225,61. . Out-of-state credit unions.--aA. A

credit union organized and doing business in another state may conduct

business as a credit union in Virginia with the approval of the
Commission. The Commission shall find that the out-of-state credit
union:

1. Is a credit union duly organized under the laws of another
state which would allow credit unions organized in this Commonwealth
to conduct business in that state;

2. Has share insurance for its members;

3. Reasonably needs to establish a place of business in this
Commonwealth to adequately serve its members in this Commonwealth;

4. Is examined and supervised by the supervisory authority of t’
state in which the out—of-state credit union is organized; and

5. Has filed an application with the Commission to conduct such
business.

B. The out-of-state credit union shall:

1. Grant loans at rates of interest not in excess of the rates
permitted for credit unions organized under the laws of this
Commonwealth;

2. Comply with the same consumer p:-otection provisions that
credit unions organized under the laws of this Commonwealth are
required to obey;

3. Designate and maintain a registered agent in this
Commonwealth;

4. Submit all examination reports from its supervisory agency t
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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
be upon the clerk of the Commission; and

6. Inform the members of the credit union who use any facility
authorized pursuant to this section of the state where the
organization, supervision, and share insurance of the credit union
are, and of the fact that it is not regulated, supervised . _or insured
by any agency of this Commonwealth.

C. Credit unions organized in this Commonwealth may establish
offices outside the Commonwealth upon approval of the Commission.

D. The Commission may suspend or revoke the authority of an
out-of-state credit union to do business in Virginia if the Commission
finds that such credit union is not in compliance with the
‘equirements of this section.

Drafting Note: Virginia adopted § 6.1-208.6 in 1985. Virginia
requires reciprocal authority, share insurance, reasonable need to
establish business in Virginia, examination and supervision by state's
supervisory authority where organized and must file application with

Commission. Also allows Virginia credit unions to open offices out of
state with approval of Commission. No change.

68



TITL6CU T™MG

11
12
13
14
15
l6
.17
18
19
20
21
22
23
24
25
26
27

28

Article 14,
Miscellanequs.

§ 6-3-223-2-6.,1-225,62 . Peralty-for—-ecertain-aets-by-offieer;-
éireetor;—eter——-0ffenses .——Any officer, director, employee, receiver
- or agent of a credit union who willfully does any of the following
shall be guilty of a Class 6 felony:

1. With the intent to deceive, falsifies any book of account,
report, statement, record ._or other document of a credit union
whether by alteration, false entry, omission . or otherwise;

2. Signs, issues, publishes . _or transmits to a government agency
any book of account, report, statement, record . _or other document
which he knows to be false;

3. By means of deceit, obtains a signature to a writing which is
a subject of forgery:;

4. With intent to deceive, destroys any credit union book of
account, report, statement, record . or other dccument; or

5. With the intent to defraud, shares or receives directly or
indirectly any money preofit—-, property . or benefits through any
transaction of the credit union.

Drafting Note: No change.

§ 6-3-225-6,1-225.63 . Exemption-of-eredit—unions—-frem—payment-
ef-franehise-tax-Taxation .——All credit unions organized under the
laws of this Commonwealth and doing business purely as credit unions
shall be exempt from the payment of any franchise tax.

Drafting Note: No change.
2. That Chapter 4 of Title 6.1 of the Code of Virginia, consisting of
§§ 6.1-196 through 6.1-225, is repealed.
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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
of Title 6.1 of this Code.

4. That the regulations of the State Corporation Commission in effect
on the effective date of this act shall continue in effect to the
extent that they are not in conflict with this act and shall be deemed
to be regulations promulgated in accordance with this act.

5. That the provisions of this Act shall become effective January 1,

1991.
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APPENDIX I

CHAPTER 4.01
VIRGINIA CREDIT UNION ACT

Article 1. General Provisions.

New Section

Sec.

6.1-225.1 Short Title.

6.1-225.2 Definitions.

Article 2. Supervision and Regulation.

Sec.

6.1-225.3 Supervision and regulation by Commission.
6.1-225.4 Examinations.

6.1-225.5 Fees for examination, supervision and reguiation.
6.1-225.6 Penalty for failure to make reports.

6.1-225.7 Cease and desist order; right to hearing.
6.1-225.8 Powers of Commission in case of nonobservance of law, etc.
6.1-225.9 Penalties for violation of orders of Commission.
6.1-225.10 Supervisory merger or transfer of assets.
6.1-225.11 Consolidation or merger.

6.1-225.12 Involuntary dissolution.

Article 3. Formation of Credit Union.

Sec.

6.1-225.13 Incorporation.

6.1-225.14 Certificate of authority.

6.1-225.15 Contents of bylaws; amendments to bylaws.
6.1-225.16 Amendments to articles of incorporation and bylaws.
6.1-225.17 Bylaws amended by Commission.

6.1-225.18 Fiscal year.

6.1-225.19 Unlawful use of words "credit union".

6.1-225.20 Establishing, moving, closing offices.

Article 4. Powers.

Sec.

6.1-225.21 General powers.
6.1-225.22 Amendment of powers by Commission.
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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 officials.
Special audit.

Qualification of officers, etc.
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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 §8§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 credit.

Cooperative loans.
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Authorized investments.
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Transfer to regular reserves; special reserves.
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Risk assets defined.

Out-of-State Credit Unions.
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Miscellaneous.

Offenses.
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APPENDIX II

TO: Members of the Virginia Code Commission

FRCM: Virginia Credit Union Leacgue, Eugene H. Farley, Jr.,
President, and Reginalé N. Jones, counsel

'
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Recodification of Credit Tnion Law

0
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ty

December 19, 1989

Today we will be presenting to you a proposal to
recodify the credit union law in Virginia by creating the
Virginia Credit Union Act as.Chapter 4, Title 6.1 of the Code
¢f Virginia of 1950, as amended.

BACKGROUND

The icdea 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 ("VACUSIC") to National Credit
Union Aéministration Share Insurance Fund ("NCUASIF") on
December 21, 1987. On that date, through the cooperative
effort of VACUSIC, the State Corporation Commission ("SCC"),
the Virginia Credit Union League ("VCUL") and the Nétional
Credit Union Administration ("NCUA") and the agprroximately

one hundred credit unions with state insurance of accounts,



Virginiz became the first state to have all of its state
insured credit unicns convert to federzl share insurance cn

In the spring of 1988 in a meeting with Sidney A.
Rziley, Ccmmissicner of the Burezu of Financial Institutions,
we di sc“sseﬁ the feelings expressed by many state chartered
credit uniocn 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 federzal credit union and the
Federal Credit Union Act provides a better operating

envircnment than we have in Virginia. 2t that time, we

mn

recognized that the Virginia law was not organized and was in
real need of modernization.
In the 1989 Session cf the Virginia General Assembly,

Delegate J. Samuel Glasscock and Speaker A. L. Philpott



co-patroned a bill which was merged into Fouse Bill 309
authorizing a Code Commission study of the credit union laws
in Virginia.

Dﬁring the past nine months, representatives of the
Bureau of Financial Instituticns (namely, Commissioner
Bailey, George T. Latham, Supervisor of Credit Union
Regulations, and William F. Schutt, Senior Counsel to the
Bureau of Financial Institutions), C. W. "Bill" Cramme, III,
Senior Counsel for the Division c¢f 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 prepéring the proposed recodificétion, we revieQed
the staté credit union acts in about twenty selected
states, the Federazl Credit Union Act ("FCUA"), and the
Model Credit Union Aét ("MCUA"). Through this process, we
founé that the Virginia Act was terribtly disorganized, had
not kept pace with many changes irn the credit union movement
and was woefully inadecuate as compared to the credit union
acts in the states surroﬁnding Virginia.

To find a state that has made most 0of the changes we are

cseeking, one only needs to look to North Carolina. It would



in North Caroline for severel vyears.

2 draft propcsel was deiivered to Bill Cramme on October

[0

11, 1989, A revised draft with Bill Cramme's reccmmendations
incorporated was submitted to Commissioner Bailey and repre-
sentatives of the BFI on October 1%, 1989 for review and
comment. GCGene Farley and I met on November 14 ané November

15, 1688 with Bill Schutt and George Latham. In those meetings
we reached an agreement on numerous modifications anéd the RFI
eagreed to submit some specific proposals for parts of Article

2 (Supervision and Regulation), Article 3 (Formation of Credit

Union) and ZArticle 7 (Change in Corporate Status, Mergers,

(BN

Dissolutions ané Conversions). On December 13, 1989, we

received the provosal from the BFI and immediately agreed to
incorporate their recommendations into the proposed bill
rreviously delivered to Rill Cramme at Legislative Services

with the mutual understanding that the proposal is not yet



cast in stcne and we will continue to note improvements

acceptable to the Coée Ccmmission and the eventual patrons of

he draft could not be rsady in time for review by
representatives of other financial institutions. There have
been informal discussicns with Jack Edmonds, counsel, and
Walter Avers, President of thé Virginis Bankers Association,

as well as Mark Saurs, President of the Virginia League of

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:
l. 2n 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 unicns.

-
<
-

. Allows stete chartered credit unicns to include in



4. 2rticle 4 enumeratss the powers of a credit unicen

€. Establishes proceiures for loan officers to cperate
under the dirsction 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
directcrs 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 ccoperative loans with other credit
tnicns anéd financial institutions.

11. 2Allows investment in credit union service
organizaticns, with certain limitaticns, and in shares of the

Federal Reserve Bank.
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RECODIFICATION OF CREDIT TNICON LAW

REVIEW BY ARTICLE AND SECTION

Pe

Article 1. Generzl Provisions.
§6.1-225.1. Short Title. - Creates a reference title for
the Act.

§6.1-225.2. Definitions. - No definitional section in

efinition of "credit union" is similar to

0,

old 2ct. The

that found in the Model Credit Union Act ("MCUA"), Federal
Credit Union Act ("FCUA") and many states including North
Carolina.

"Immediate family" is defined. Current law speaks of
"members of their families"™ without definition. The proposed
definition, we believe, codifies current practice. The FCUA
c¢oes not define but we believe the proposed language follows
the practice in most states and for federal credit unions.

"Insuring organization™ definition allows an alterna-

(f
e
<
o
or

o NCUA Share Insurance Fund if approved by the Commission.
"Shares" as defined will correct current law to include
the interest of a2 member whce has 2 share drafi account which

is not a "savings" account.



. Further, it clarifies that owning shares confers

3
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accour
menbership, voiting richts, and an interest in the capital

0f the crecdit union.

~
-

0N

urervision and Regulatiocon.

[ A

e’

$e

Art
S6.1-225.3. sSupervision énd regulation. - As in

current law, establishes that stéte chartred credit unions

shall be supervised and regulated by the Commissicn. The

werd "examination"™ has been changed to "regulation" to more

properly refliect the role of the Commission. The stricken
provisions have been relocated within Article 2.

Thé lést sentence is added to specifically authorize
the Commission to promﬁlgate regulations to implement the
Act. [sée §6.1-220]

§6.1-225.4. Exaﬁinations. - Does not change brésent
examination recuirement of at least two examinations every
threé years or as often as necessary to protect a memcer's

nterest. No substantive change. [See § €.1-221]

(v
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same section and updated without any sustantive change.
§€.1-225.6. Reports; penaity for failure to make &

-

report. - Penalty for failure to make reports reguire

Qs
o
¥

Stete Corporation Commission ("SCC") £fcr a reriod cf f£ifteen
days or pay charges due to SCC, upon notice to credit union,
the SCC can revoke or suspend certificate c¢f authcrity.
Same as current §6.1-222, [§6.1-222]
§6.1-225.7. Cease and desist authcrity. - SCC given
authority to créer a credit union to cease and desist
certain unsafe or unsound préctices. The procedure is
establicshed for én expedited heéring before the Commission.
(Identical to §6.1-154.83.D.1. & 2 for savirngs and loans.)
New section includeé in BFI proposals.
{S&l Act §6.1-154.83.D.1 & 2; §6.1-200.2.3.]
§6.1-225.8. ©Powers of Commission in case of non-
observance c¢f the law, noncompliance with oréers, in~

sufficient reserves or insolvency, etc.



This section provides new powers to the Commission
when a credit union fails to operate in a safe and sound
manner, failed to comély with order of SCC or the law,
or is or about to become insolvent, has insﬁfficient

reserves or is in violation of some law or regulation.

e

(Similar to §6.1-194.83.2. & B.)
§6.1-225.9. ©Penalties for violatiocn of orders of
the Commission; removal ¢f official. - Section same as
§6.1-222.1 except may remove an official on first offense
rather than getting a free bite at the apple. SCC amend-

appeal language from statute.

o
th

ment eliminated right

§6.1-225,10. Supervisory merger or transfer of assasts.

No change from current §6.1-200.4 except that insolvency
definition shifted to definition secticn and SCC added
languége in subﬁéragraph F thét Qill allow Commission to
effect a sale of assets to any federélly insured financiel
instituticn if cénnot find a credit union for a merger or
consoclidation. [§6.1-200.4]

§6.1-225.11. Consolidation or merger. - No change.

[§6.1-200.5]



Article 2. Formation of Credit Union.

§6.1-225.13. Incorporation. - Amencment
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esidents to orcanize a credit unicn. PFRemaining language

3}

extracted because it is in the definitional section.

I§6.1~196]

-4

§6.1-225.14. Certificate of authority. - SCC pre

o}

osa

to replace current §6.1-197 with a list of reguirements

-

2t must be met in order to receive ‘a certificate oFf

1

ct
o }

authoritf to comﬁence business as a credit union.
Allows for a conditional certificate while share
insurance ap?licétion is pending. [S§6.1-197]
§6.1-225.15, Contents of bylaws; amendments to bylaws
generélly. -
(1) No substéntive change but &ié include reference

to notice section of Nonstock Corporate Act.

{3) Qualifications for membership changed from "a
specified common bond of interest" tc "groups having a

common bonéd of occupation or association™ c¢r to groups



within a well-defineé neighborhood, etc. (community baseé

b7}

Q
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edit unicn), other credit unicns and emplovees of the

{

credit union. This is more restrictive than allowed by
FCUA §109 (12 U.s.C. 1739).
(4) ©No longer reguired to have a credit committee

1

th

membership allows board of directors to serve as credit
committee.
{11) Section 22 and A2 of §13.1-907 do not apply

to a credit union's distribution of assets in dissolution.

(12) Aé&éed "The menner in which bylaws may be

(o]}

amende
[6.1-1¢8]

§ 6.1-225.16. Amendments to articles of incorporation

and bylaws. - Statute refers to appropriate section in
Nonstock Corporate Act for amendments. Amendments to bylaws
must be aprroved or disapproved by the Commissioner within

thirty (30) éays of submission. 2mendments are not effective

«

until approved by the Commissioner. [§6.1-199]
§6.1-225.17. Bylaws; amendments by Commission. - No

change. [§6.1~-19¢8]
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ten notice to and approval of the Commissicn.
Proposed change recguires application on SCC form and
prior approval to estéblish é b:énch officé. Establishes
& 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) déys after

it establishes, relocates or closes any office.

All changes were regquested by the SCC-BFI.

Article 4. Powers.
§6.1-225.21. General Powers. - Current law does
not enumerate the powers for state chartered credit unicns.

It simply states that a credit unicn mav receive savings,

rt

memkers, and "may undertake such other

n

may loan to it



activites relating to the purposes of the credit union
as its charter or bylaws may authorize”.

The recodification approach is to enumerate the general
éowers cf a credit union rether than relying upon an

"implied power" theory.

w0

vecific powers:

1. Receive savings from énd make loans to its members.

2. Acguire, lease, étc. property necesséry or
incidental to its operztion, 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 ané obtain
prior approval from the Comﬁission if borrowings excesed
fifty percent of credit union's outstanding shares and in
no evant shall borro&ings exceed ninety percent of out-
standing shares. ' [S6.1-2011

4, Offer rélated financial services, e.g., EFT,
safe deposit boxes, leasing of automobiles, etc.

§6.1-201]



§6.1-225,22, "Wild card" section authocrizing Commission
by aprropriate reculaticn to amené the powers cf state
chartered credit unions tc have pcwers "at least comparable

to those granted to federal credit unions doing business in

v ia". No

'-a.
|4.

[
"

afel hange in current statute except that amend-

9]

ment offered to allow the SCC to waive the reguirement of
a public hearing when deemef appropriate by SCC.
[§6.1-200.2.2.]
§6.1-225.232. Membership defined; common bond. - Current

law does not have a membershipr section or definition, it

"

imply states that the conditions anrnd gqualifications for

>

membership shall be in the bylaws. [§.1~198(3)] Eection

ia

6.1-225.23 §rovides the criteria for membership; that
menrber who leaves the field of membership may be permitted
to retezin ﬁembership if standards have been adopted by
the boérd; 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 member; and associations of members may become members of

credit union, e.g., company union.
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cht to vote as a member of

$

the credit union to include atsentee and mail ballois and

-

other methods approved in bylaws. 2Also allows the boa é

of directors to estaclish a minimum age of not more than

-

ighteen tc be eligitle to vote cr helé oiffice.

§6.1-225.25. Special meetings. - Al’ows majority
of supervisory committee to call a meeting of the members.

No substantive change from §6.1-213.

Article 6. Ehare Insurénce.

§6.1-225.26. 1Insurance of shares. - As in §6.1-2C0.1
¢f the current law, this seétion establishes the continuing
reguirement for existing credlt unicns to maintain share
insurance or dlssolve or merge w1th a credit union which

is insured. This has been the law since 1974.

[§6.1-200.1]

'J:l

rticle 7. Changes in corporate status; mergers,

dissolutions and@ conversions.



§6.1-225.27. Merger. - Current law provides for nrerger

Te]

cf twe Virginia state chartered credit unicns subject to
the approval of the Commission. This dces not change the

current law. Federally chartered credit unions can merge

e

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 unicn regardless
of state or federal charter. If the surviving credit union
will be a Virginia state chartereé credit union an applica-
tion must be approved by the Commission.

The amendment to subsection A.3. allows the federally
chartered credit unicn in a merger with a Virginia state
chartered credit 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.

. recuires the surviving

wm

The amendment to subsection

N

credit unicn, if it is a

(9]

redit uvnicn organized under the laws



of another state, to comply with the relevant provisions of
this Act relating to out-cf-stzte credit unions. (§6.1-223.61)
[§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 cof federél credit union to
state credit union. - Current § 6.1-200.6 allows the
conversion. - The émendments are only to correct references.
[§6.1-200.6]
§6.1-225.30. Conversion of state credit union to
fedérél credit union. - Current §6.1-260.7 ?rovides ﬁro-
cedure for conversion of stéte credit union to federél.
The amendment to subsection 1 clarifies that the notice to
members of the federal credit union mey be given in the
manner prescribed in the bylaws of the federal credit



Article 8. Direction of Affairs.

§6.1-225.31. Boaré of ¢éirectors; number; election; term:

.J.
th

appointment of supervisory and credit committese. -~ Subsectiocn

(1) makes it ciear that the bcard of cirectors has the

authority and responsibility to direct the credit union.
Subsection (2) provides for election of an od&d number

of directors annually and not necess&arily at the annual

meeting.

cn (3) establishes the term of directors

e

Subsect
from one to four years and staggered terms if elected for
more than one year. Also provides for filling vacancies
on the bcard.

Subsection (4) - current law recguires board to appoint
the supervisory and credit committees. The amendments
allow loan officers to be aprointed froem outside the member-
ship and the members to direct the board to serve as the

credit committee and thereby eliminate the need for a

[
ot

cred committee. The law has not been changed regarding
the appointment of a supervisory committee and the checks
and balances between the bcaré of directors and the

supervisory committee. Alsc, if there is no credit committee



and the board delegates its power to approve or disapprove

loans to a committee of the board, then any member shall
have the right to appezl &any adverce loan decision to
the full board. [§6.1-210, §6.1-211

§ia) & 6(b)]

§6.1-225.32. Boérd of directors; election of officers. -
The amendments allow flexibility in the designation of bocaré
officers, e.g., Chairman c¢f the board or president, establishes
the term of office as one yeér, and requires the designation
of a chief operating officer and a financial officer who
shall'give a bond with surety.

§6.1-225.33. Executive committee. - Virginia is one of
a few states without authority for én execﬁtive comﬁittee.
Proposal allows an executive committée of the board Qith
authority to éct for the board subject to limitations and
is siﬁilar to the MCUA and the lé& 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
réquire that the bylaws prescrite when each shall meet.

[§6.1-221]



§6.1-225.35. Compensation of officials. - The amendment
eliminates the $30,000 thresholé for ccmpensaticn of memters

serving on the credit or superviscry committee.

v

[

rginia law édoes not allow members of the board cf
directors to be ccmpensated for their services on the board.
[§6.1-211]

§6.1-225,36. Powers and duties of directors. - Amendment

to (1) allows board to ap?oint a2 mempership officer and

establishes the richt of appezl to the board if membership

is dernied. Amendment is similar to FCUA 113(1) and several

state acts.

Amendment to (2) simply reguires the board to purchase
a blanket fidelity bond as required by the Commissioner.
Anmendment to (3) "rate" changed to "rates" because
there is more than one rate of interest ét any one time
because of different types of share accounts.
There is no change to (4) regarding the charge for
a membership fee, if any.
No substantive change tec (95).
Amendment to (6) added words "share accounts" which

represents all of the types of accounts in a credit union.



No change to (7).
Amendeé (8) because filling vacancies on board is in
§6.1-225.31(3).

Anendments to (9), (10) and (l1l1l) are not substantive,
just using some conforming language.

Aﬁendment to (12) allows the boérd to designate a
committee or an individual to make investment decisions
pursuant to board policies.

Aﬁéndment (13) adds subsecticn réquiring the board
to estéblish policies for loans to members which shall
inéludé provisions stating that én official of the credit
union will not get févorable rates, terms or conditions
on their loans.

Amendment (l14) 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.

Amendmernt (17) reguires board to make provisions for
reserves.

No change to (18).

[§6.1-211]}



§6.1-225.37. Credit committee; loan officers; apvezl. -
The amendments to (1) and (2) provide option for & loan
officer to approve-loans in lieu of 2 credit committee.

There are no substantive changes in (3) and (4).

B6.1-212]

§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 toc the board as under current law. New language
reguires a summary of the audit report to be submitted
tc 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; &t which time the members shall act upon
the suspension. The current act regquired notice of the

membership meeting be given within seven days.



This section parallels the FCUA §1i15 (12 U.S.C. 17518);
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 regquires
membership as a prerequisite to holding office in a credit
union.
§6.1-225.40. Audit. - Changed the authority to reguire
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 members:

(2) establishes the right of withdrawal for payment
to the members or to third parties. (Taken from MCUA)
(3) will 2llow credit union to estzblish a withdrawal

notice requirement. (From MCUA)



§€.1-225.42., Pavment for shares; transfers, liens on

to the bylaws, which must be

approved by the Ccmmissicn, to prescribe how shares are

0
[
O
[

cribed to, peid for ané transferred.
The statutory lien on shares has been clarified and

expanded to include lcans endorsed by a member.

§6.1-225.43, Dividends. - Section was updated by
providing for dividends on varying types of share accounts

and share certificates and allow credit unions to declare

pae

a dividernd in advance; however, a dividend cannot be paid
if such dividend will render the credit union insolvent.
%) Allows credit union practice of paying dividends from

the f£irst 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 t¢ minors and states that withdrawels

by minocrs are valid.



The revised section makes it clear that the minor is
the sole owner free from the control of others, except
creditors, and may be Qithdrawn by written order of the
minor. |

The parent or cguardian cannot withdraw from the minor's
account without the minor's épéroval.

[§6.1-207]
§6.1-225,.46. 1Individual retirement accounts, etc. =~
Amendments allow é credit union to serve as trustee for
self-eméloyed pension plans ("SEPS") and other similar
retireﬁent 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



[§6.1-208.3]

§6.1-225.42, Payment of small balances to distributees
[§6.1-208.4}

to federal credit unions. - Cnly changes in code references.

\srticle 10. Loans.

§6.1-225,51. Purpcse 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.
Lanéuége taken from MCUA.

[§s6.1-198(9)]

§6.1-225.52. Other chanées. - 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 dividends.

[No section]



§6.1-225.53. Loan limit. - No substantive change £f£rom
current limitation that no more than ten percent of the
outstanding share account and reserve fund may be loaned
to one member and the byléws may authorize less than ten
rercent.

6.1-225.54. Loans toc members of credit committee;
non-member loans. - Amendments to (1) include restrictions
on approval of loans to board members, if the board also
serves as the credit committee. In such event, the loan
would be approved by the supervisory committee or & loan

officer.

2Amendment to (2) establishes the same liability for
a loan officer who knowingly approves a loan for & non=-
member.

[§6.1-2171

§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.

§6.1-225.556. Cooperative loans. - New section which
will allow a credit union to pool its resources with other

credit unions, service organizations or other financial



instituticns to make loans to its members. Cooperative

loans wculé enhance smaller credit unions' ability to meke
large loans to its members, such as in purchasing & residence

with a long term lcan.

There is a ten percent limitation on lcans to any cne

By

member and e reguirement that the criginat

ng credit union

(<]

nmust retain at least ten percent interest in such loan.

§€.1-225.57. BAuthorized investments. - -Credit unions

(o)
()]
o]
(o]
ct
}_l
o
V)]
.
(1]
o

primary emphasis is iending to its members. Fun
to méﬁbers may be invested in the enumerated investments.
The éﬁendments updéte terminology and added investment

in a central liguidity facility established under thé léws
of Virginia, in obligétions fully guaranteed by the United
States, in common trust investments, in office buildings
(with limitation as to five percent o0f share accounts
without prior approval from the Commissioner), in a

credit union service organization, in the shares of thé
Federal Reserve Bénk and in cooperative loans.



Article 12. Reserves.
§6.1-225.58. Transfer to regular reserves; special
reserves. - No change.

§6.1-225.59, Use 0f reserves. - No substantive change.

[§6.1-218]
§6.1~225.60. Risk assets defined. Changeé "centrai”

credit union to "corporate" credit union and added commcn

e list of risk assets.

oy

trust investments to t
[§56.1-218]

Article 13. OQut-of-state credit unions.

§6.1-225.61. OQut-cf-state credit unions. - Section

6.1-208 passed in 1985 and is not being amended.

Article 14. Miscellzaneous.
§6.1-225.62. Offenses. - No change. [§6.1-223,2]}

§6.1-225.63. Taxation. - No change. [S6.1-225]



APPENDIX III
COMPARATIVE TABLES

Existing Section New Section
6.1-196 6.1-225.13
6.1-197 6.1-225.14
6.1-198 6.1-225.15
6.1-225.17
6.1-225.43
6.1-225.51
6.1-199 6.1-225.16
6.1-200 6.1-225.21
6.1-200.1 6.1-225.14
6.1-225.26
6.1-200.2 6.1-225.7
6.1-225.22
6.1-200.3 6.1-225.27
6.1-200.4 6.1-225.10
6.1-200.5 6.1-225.11
6.1-200.6 6.1-225.29
6.1-200.7 6.1-225.30
6.1-201 6.1-225.21
6.1-203 6.1-225.20
6.1-204 6.1-225.23
6.1-225.40
6.1-206 6.1-225.42
6.1-207 6.1-225.45
6.1-207.1 6.1-225.46
6.1-207.2 6.1-225.47
6.1-208.1 Repealed
6.1-208.3 6.1-225.48
6.1-208.4 6.1-225.49
6.1-208.5 6.1-225.50
6.1-208.6 6.1-225.61
6.1-209 6.1-225.18
6.1-225.24
6.1-210 6.1-225.31
6.1-225.32
6.1-211 6.1-225.31
6.1-225.32
6.1-225.34
6.1-225.35
6.1-225.36
6.1-212 6.1-225.36
6.1-225.37
6.1-212.1 6.1-225.55
6.1-213 6.1-225.25
6.1-225.38
6.1-213.1 6.1-225.39



Existing Section
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.1-222
.1-223
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.1-223.
.1-224
.1-224.
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New Section

6.1-225.57
6.1-225.53
6.1-225.54
6.1-225.58
6.1-225.59
6.1-225.60
6.1-225.43
6.1-225.44
6.1-225.3
6.1-225.4
6.1-225.34
6.1-225.5
6.1-225.6
6.1-225.12
6.1-225.9
6.1-225.62
6.1-225.19
Repealed
6.1-225.63



COMPARATIVE TABLES

New Section Existing Section
6.1-225.1 New
6.1-225.2 New
6.1-225.3 6.1-220
6.1-225.4 6.1-221
6.1-225.5 6.1-221.1
6.1-225.6 6.1-222
6.1-225.7 6.1-200.2
6.1-225.8 New
6.1-225.9 6.1-223.1
6.1-225.10 6.1-200.4
6.1-225.11 6.1-200.5
6.1-225.12 6.1-223
6.1-225.13 6.1-196
6.1-225.14 6.1-197
6.1-200.1
6.1-225.15 6.1-198
6.1-225.16 6.1-199
6.1-225.17 6.1-198
6.1-225.18 6.1-209
6.1-225.19 6.1-224
6.1-225.20 6.1-203
6.1-225.21 6.1-200
6.1-225.22 6.1-200.2
6.1-225.23 6.1-204
6.1-225.24 6.1-209
6.1-225.25 6.1-213
6.1-225.26 6.1-200.1
6.1-225.27 6.1-200.3
6.1-225.28 New
6.1-225.29 6.1-200.6
6.1-225.30 6.1-200.7
6.1-225.31 6.1-210
6.1-211
6.1-225.32 6.1-210
6.1-211
6.1-225.33 New
6.1-225.34 6.1-211
6.1-221
6.1-225.35 6.1-211
6.1-225.36 6.1-211
6.1-212
6.1-225.37 6.1-212
6.1-225.38 6.1-213
6.1-225.39 6.1-213.1
6.1-225.40 6.1-204
6.1-225.41 6.1-206
6.1-225.42 6.1-206
6.1-225.43 6.1-198
6.1-219



New Section Existing Section

6.1-225.44 6.1-219
6.1-225.45 6.1-207
6.1-225.46 6.1-207.1
6.1-225.47 6.1-207.2
6.1-225.48 6.1-208.3
6.1-225.49 6.1-208.4
6.1-225.50 6.1-208.5
6.1-225.51 6.1-198
6.1-225.52 New
6.1-225.53 6.1-217
6.1-225.54 6.1-217
6.1-225.55 6.1-212.1
6.1-225.56 New
6.1-225.57 6.1-216
6.1-225.58 6.1-218
6.1-225.59 6.1-218
6.1-225.60 6.1-218
6.1-225.61 6.1-208.6
6.1-225.62 6.1-223.2
6.1-225.63 6.1-225
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