(.

} ——— NATIONAL CREDIT UNION ADMINISTRATION

* WASHINGTON, D.C. 20456

January 2, 1992

Sharon Bias

Acting Commissioner
Division of Banking
State of West Virginia
State Capital Complex
Building 3, Room 311
Charleston, WV 25305

Re: Siate legislation Requiring
State Chartered Credit Unions
to.Convert to National Credit Union
Share Insurance Fund ("NCUSIF")
Share Insurance

Dear Ms. Bias:

This letter contains the information you requested regarding
states that have enacted legislation or promulgated regula-
tions requiring their state chartered credit unions to con-
vert from private share insurance to NCUSIF share insurance.

Presently, twenty-three states, the District of Columbia and
the U.S. Territories require their credit unions to have
their shares insured by the NCUSIF. These are: Alabama
(Ala. Code §5-17-19 (1990 Supp.); Alaska (Alaska Stat.
§06.45.250 (1990); Alaska Admin. Code tit. 03, §03.240
(1990)); Connecticut (Conn. Gen. Stat. §36-200(i) (1990
Supp.)); Delaware (no state credit union statutes exist);
District of Columbia (no state credit union statutes exist);
Florida (Fla. Stat. §657.251 (1991) (attached)); Iowa (Iowa
Code Ann. §533.64 (1991) (attached)); Kansas (Kan. Stat. Ann.
§17~-2248 (1991) (attached)); Maine (Me. Rev. Stat. Ann. tit.
9B, §836 (1990 Supp.)); Michigan (Mich. Stat. Ann. §490.31
(1990 Supp.)); Minnesota (Minn. Stat. Ann. §52.24 (1991
Supp.)); Mississippi (Miss. Code Ann. §81-13-4 (1990 Supp.));
Missouri (Mo. Rev. Stat. §370.362 (1991) (attached)); Montana
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(Mont. Code Ann. §32-3-611 (1987)); Nebraska (Neb. Rev. Stat.
§21-17,120.02 (1990 Supp.)); North Carolina (N.C. Gen. Stat.
§54-109.789(a) (1990)); North Dakota (N.D. Cent. Code
§6-06-02(7) (1989 Supp.)); Rhode Island (R.I. Gen. Laws
§19-11-9 (1991) (attached)); South Carolina (S.C. Code Ann.
§34-27-30 (1990 Supp.)); South Dakota (no state credit union
statutes exist); Texas (Tex. Rev. Civ. Stat. Ann. art.
2461-11.10(e) (1991 Supp.); Tex. Credit Union Commission Rule
No. 95.3 (1991) (attached)); Vermont (Vt. Stat. Ann. tit. 8,
§2087 (1990 Supp.)); Wisconsin (Wis. Stat. §186.34 (1990
Supp.)); Wyoming (no state credit union statutes exist); and
U.S. Territories (American Samoa, Guam and Virgin Islands)
(no local credit union statutes exist). Of these states, six
have either enacted legislation or promulgated regulations
last year requiring their state chartered credit unions to
convert to NCUSIF share insurance: Florida, Iowa, Kansas,
Missouri, Rhode Island and Texas.

You also requested information on the extent of private share
insurance. The NCUA does not keep records on this informa-
tion. To the best of our knowledge, seven private share in-
surers are currently in full operation: California Credit
Union Share Guaranty Association; Georgia Credit Union De-
posit Insurance Corporation; Credit Union Insurance Corpora-
tion (Maryland); Massachusetts Credit Union Share Insurance
Corp.; Mutual Guaranty Corporation (Tennessee); American
Share Insurance (Ohio); and Washington Credit Union Share
Guaranty Association. For information regarding American
Share Insurance (formerly National Deposit Insurance Corp.),
we suggest you contact Clare N. Long, Attorney, Division of
Credit Unions, Ohio Dept. of Commerce, 77 S. High St., Colum-
bus, OH 43266-0544, ph. (614-466-2384).

In case you are not already aware of it, we have enclosed a
copy of Section 151 of the Comprehensive Deposit Insurance
Reform and Taxpayer Protection Act of 1991, P.L. 102-242.
Section 151 regarding non-Federal share insurers, is summa-
rized in a portion of an NCUA memorandum, dated December 20,
1991, also enclosed. If you need to discuss the mandated
rule with someone at the Federal Trade Commission, please
contact Carole L. Reynolds, Senior Advisor, Bureau of Con-
sumer Protection (ph. 202-326-3230).

Lastly, if you have questions or need information regarding
NCUSIF qualification practices and standards, we would refer
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you to Daniel L. Murphy, NCUA Region II Director (ph.
202-682-1900). If we can be of further assistance to you,
please call either me or Martin Conrey, Staff Attorney.

Sincerely,

Yettn M. oo

Hattie M. Ulan
Associate General Counsel

cc: Daniel L. Murphy
Region II Director

GC/MEC:sg

SSIC 8500
91-0123AA
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An act relating to the Florida Credit Union
Guaranty Corporation Act; providing for the
conversion to federal share insurance through
the National Credit Union Administration or the
liquidation or merger of all member credit
unions and the dissolution of the Florida
Credit Union Guaranty Corporation; amending s.
657.251, F.8.; providing a purpose; amending s.
€57 253, F.8.; defining member credit union;
amending s. 657.257, F.5.; providing for the
conversion of member credit unions to federal
share insurance and deleting certain procedural
requirements for such conversion; amending s.
657.258, F.8.; providing standards in pledging
or advancing funds or entering into agreesments
with the National Credit Union Administration
or providing assistance to menber credit unions
to qualify for federal share insurance;
providing for a determination date for
liquidating distributions; amending =. 657.259,
F.8.}; providing that the plan of operation
provide for disselution of the corporation;
amending s. 657.260, F.8.; providing authority
to the department to require the corporation to
take any required action; amending s. 657.262,
F.S.; permitting the department to charge the
corporation the actual cost of examination of
certain member credit unions when examination
is requested; amending s. 657.263, F.S.;
gernitting the department to charge the
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1 corporation the actual cost of its annual

2 examination; providing for disposition of the

3 rocords of the corporation; creating =s.

4 657.269, F.S.; providing for the orderly

5 dissolution of the Florida Credit Union

6 Guaranty Corporation; providing for retroactive

4 application; reviving and readopting various

8 sections of ch. 657, F.8., notuithstanding

9 their scheduled repeal; providing for future
10 review and repeal of specified sections of ch.
11 657, F.S8., pursuant to the Regulatory Sunset
12 Act; providing an effective date.’
13
14| Be It Enacted by the Legislature of the State of Florida:
15 ‘
16 Section 1. BSubsection (6) is added to section 657.251,
17] Florida Statutes, to read:
18 657.251 Purposes.--The purposes of this part are to:
19 $6)_Provide for the orderlv ccnversion of member
20 credit unions to share insurance through the Natjonal Credit

N
[~

Unjon Administretion. or the ligujdetion or moraer of momber

crodit unions, snd the liguidation of the corporation,
Section 2. Subsection (6) of section 657.253, Florida

Statutes, is amended to read:

657.253 Definitions.--As used in this part:

(€) "Nember credit union” means any credit union
authorized and chartered under the laws of this state which
has obtained and maintained membership with the corporation as
of the effectjve date of this act.

Section 3. BSection 657.257, Florida Statutes, is -
amended to read:
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(a) Provisional guaranty certificates shall be issued
for a period determined by the board of directors, but not
less than 6 months nor more than 2 years. A provisional
certificate may be renewed for an additional period not to
exceed 12 months. There may be only one such renewal period.
(b) A regular guaranty certificate shall be issued for
a continuing and indefinite period.
l {c) The board of directors may cancel any certificate
if the board of directors finds that there has been a
deterioration since the issuance of the guaranty certificate

in the financial condition, adequacy of reserves, application
of financial and loan policies, or extent of delinquencies of

't t RINNYANS i + R ‘4 LAl 2 ©.

agareoment entered into with the depactment. In the event of

18] cancellation of a regular guaranty certificate, the

19
20
21
22
23
26
25
26
27
28

corporation shall issue to such member credit union a
provisional guaranty certificate unless, at the time of such
cancellation, the credit union is insolvent and, in such
event, the corporation may decline to issue a provisional
guaranty certificate.

" 1;1(5) 1f, during the term of a provisional
certificate, including any remewal thereof, the member credit
union fails to qualify for ghare insurance through the
National Credit Union Administration or a regular guarantes of
its accounts and full membership in the corporation, the

29| corporation will notify the department stating, with

30
3
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Administratjon or issuance of the regular guaranty
certificate, and, thersupon, the department shall institute
proceedings to revoke the certificate of organization of such
credit union.

(4)€6) Each A member credit union ghall surrender the
ausranty cortificete from may-terninate-membership-in the
corporation in the following manner: after-appreval-by-the
board-of-directors-and-the-members-of -the-credit-union-and
after-a-cortificate-of -insurance-through-the-National-€redit
Union-Administration-has-been-obtained:

{a) A member credit unjon directed by the department
WWMI_ §h§[§ inggggncg
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1] credit union, or to provide liquidity for payment of shares

2] and deposits following a determination of voluntary or

3] involuntary liquidation.

4 (g) Upon the written request of the dopartment, assume
5| control of the property, assets, and business of any member

6] credit union and operate the credit union in accordance with
7] the recommendations of the department. The corporation shall
8] have all the powers, duties, and authorities of the board of
9] directors of such credit union, specifically including the

10} power and authority to elect or designate directors, officers,
11] and, comnittee menbers, who need not be members of the member
12 creait union, to sell assets, and to terminate and employ

13| personnel for the credit union.

14 (h) Assist in the merger, consolidation, or
lshllquldntion of credit unions with written notice to the

16] department. In the event of liquidation of a popbor credit

17| union thet has not rxeceived a cortificate of insurance throush
18] the Natjonal Credit Unjom Administration, whether voluntary or

l9rinvnluﬁtaxy, the corporation pust may be designated as tﬁo
20
21| the duties, powers, and authorities of the board of directoers
22| of such liquidating credit union, specifically including, but
23| not limited to, the power and authority to elect and designate
26| directors, officers, and committes members, who need not be

25| members of the credit union; to sell assets; and to terminate
26] and employ personnel for the liquidating credit union. The

liquidating agent and, as such, the corporation shall have all

27] corporation shall have the right and authority to participate

28] in negotiations for any contemplated merger, consolidation, or
29| 1iquidation of a member credit union and to approve the terms
30] of any sales of assets in order to minimize potential loss
|

9
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which might result in a covered claim to be paid by the
eorporation.
(1) Receive money or other property from its member
credit union or from any corporation, association, or person.
(J) Invest its funds in bonds, notes, securities,
obligations, participations, or other instruments of, issuod
by, or fully guaranteed as to principal and interest by, the

United States Government or any agencies thereof, or in any

0 0Nl D NN -

trust or trusts established for investing directly or

| d
L)

collectively in the same, and in such other investments, other
than investments in credit unions which are members of the

|l
N -

corporation, as are deemed prudent by the directors, but these

[
w

other investments shall not exceed 25 percent of the funds of

[
&

the corporation.

[o)
w

(k) Purchase in its own name, hold, and convey

[
o

property of any nature.

17 (1) Receive by assignment or purchase from its member
18] credit unions any property of any nature ouned by those member
19} credit unions, including securities.

20 (n) Sell, assign, mortgage, encumber, or transfer

21| property of any nature.

22 (n) Adopt and amend a plan of operation and bylauws for
23] carrying out the purposes of this part.

24 (o) Purchase or acquire by assignment loans due and

25] ouing to credit unions, along with the right to receive

N
L3

payments thereon.
(p) Pay dividends to member credit unions.

(q) Have access to and make audit or examination of

N NN
o o0~

all records and information concerning the affairs of a member

creodit union. -

w
@
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crodit unions which are members of the corporation op _the
as-of ~the-tine-when-the-interest-is
to-he-determined. Such interest in the loss reserve shall not
be transferable, except to another member credit union as a
result of a merger approved by the department gnd shsll be

tg)--1f-a-nonber-credit-union-ceasen-te-operate-under-a
valid-certificate-ef-organization-under-part-1;-the ' .
corporation-shall-refund-te-the-withdrawing-menber-the-ancunt
of ~the-monberts-investment-in-the-corporation-and-the-amount
of -the-withdrawing-menber*s-interest-in-the-1oss-reserve-of
the-corporation;-however;-no-refund-shaii-be-sade-to-such

withdrawing-menber-uniess-it-elects-to-convert-and-does

convert-to-a-federal-credit-union-or-uniess-the-withdrawing
member-goes-into-voluntary-iiquidation-and-is-not-insoivent
and-the-corporation-is-not-obiigated-in-any-manner-for-any
1oss;-cost;-expense;-or-claim-arising-out-of -the-veluntary
1iquidation-or-uniess-the-uithdrawing-msember-obtains-share

29'!nsuraneo-thro-gh-tho-l-tionn!-Erodit-Ungoa-Adniniatr-tion-and
30| the-National-€redit-Unien-Administratien-releases-the
31| corporation-of-any-obligation:--In-no-event-shail-a

13
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withdrawing-member-be-entitied-to-a-refund-of -any-portion-of
its-investaent-or~its-interest-in-the-1oss-reserve-under-this
section-if-the-total-assets-of-the-corporation-are-less-than-4
poreont-of-thé-.ggrognto-o!--ll-gnar-utood-shuros-and-doposit;
of -all-membor-credit-unions;-exciuding-those-of -the-members
roquesting-such-refund:--the-entitlement-to-any-such-refund
shaili-be-deternined-as-of -the-date-the-withdrawing-mesber
converts-to-a-federal-credit-union-or-the-time-when-voluntary
iiquidation-procedures-have-progrossed-to-the-point-at-which
final-distribution-in-payment-of-shares-and-deposits-is-to-be
made-to-the-menbers-or-share-insurance-through-the-Nationai
€redit-Union-Administration-has-been-issued:

{a)th) All fees and assessments shall be paid in the
manner established by the plan of operation.

' {h)€i) 1In the event the assets of the corporation fxll
below 0.5 percent of the total aggregate guaranteed shares and
deposits of all member oredit unions which have not received
cortificates of insurance throush the National Credit Union
Administration, the corporation may determine the
proportionate amount of the reduction of the investment of
each member credit union, and this amount shall be transferred
from membership fees to the loss reserve and shall be
considered as the payment of a spoeial assessment by each
member credit union.

£1)€33 Upon written application, the corporation, for
good cause shown, may exempt or defer any member credit union
from an assessment if such assessment would result in such
credit union being forced into insolvency, liquidation, or an
unsound financial condition.

£1)¢€k3 No state funds of any kind shall be allocated
or paid to the corporation.

1
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Section 10. Any spplication that was submitted by a

| =l
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National Credit Union Administration bofore the effective date
i) Loiod ) aw
effoct at the time the application was submjtted, but need
MMMMHI!Mmg_ﬂ &hig gc;,
Section 11. Notwithstandina the provisions of chapters

N N
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hed hud ht () {-I3 2 *
€57.251, 657.252. 657,293, 657.254, 657,256, 657,257, 657.258.
657,259, 657,260, 657,261, 657.262, 657.263, 657,264, 657.263.
657,266, 657.267, and 657,260, Florida Statutes, shall not
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poadopted,
Section 12.
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s34 ACCOMT INQURANGE.

Except a8 provided in soction 533,12, subsection 2, 8 credit uwnien erganized under this shepter, ss ¢ condition
of mainteining its privilege of organization sfter Decesber 31, 1980, shall scquire snd maintsin insursnce to
pratact esch sharencider and each depositor sgainst oss of funds held en sccount by the credit unfon. The
{nsurence shall be obtained from the netional credit unien sdninistrator or from some other shere guersnter or
insurance pien appreved by the Sows comnissioner of fraursncs sngt the superintendent,

The superintancent may furnish to any official of an insurance plan by whish the scecunts of ¢ eredit unson sre

insured, any information relating te examinations ond reports of the status of that credit union for the
ot avuiubmtv of Insurance to that credit union, purpase

iCT9, 8, §533.44)
85 Acts, ch 242, §9
Keforred to {n § 533.51

§33.12 CAPITAL.

1. The capital of a credit union shall consist of the payments that have been made to it by the saveral
S0MOers thersof on shares,

The eredit union shall have o Lien en the sheres end depesits of o momber for any sun duv to the sredit union
from the member or for sny [0an encorsed by the member. A eredit union aay charge an entrance fee os say be
provided by the bylaws,

Z. A crodit unfon may establish an equity share having o per valug not to exceed one hundred dolisrs which

shell be o port of the capitel of the credit unfon and shall not be withdrawn or transfercea SATEPT  UDON

tarmimation of moobership {n the ¢redit unien, At the option of the sredit unien, the equity ehare mey eetn
- & dividens snd may be insured,

w27, 31, 35, §9305-412; €39, $9305.12; CAS, 50, 56, 88, 62, 64, T, T3, U5, 7, M, 8, §533.10
83 Acts, on 242, 43
Referred te in §533.64
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SENATE FILE 87

AN ACT
RELATING 7O YOE DEPOEIY IRSURANCE ROQUIRED OF CIRTAIR
FIaANCIAL IRSTITUTIONS, D PROVIDING AN EFFOCTIVE

DATE.

bE 1T DlAC‘l’ED B TUE GENEZRAL ASSEMBLY OF TME STATE OF IOWA:

Section 1. Sectios 526,816, subsection 1, Cede 1991, is
amended to read as fellows:

1. & bank organized wader this chaptec, as 2 cosdlition of
palstaining its privilege of erganization afber 3ely 1, 2984
shail becose an insuted bank and shall scquise and smaintain
Iasuzance Lo protect each depositor against loss of funds held
o account by Lhe bask. The issurasce shall dbe obtained Liom
the federal depesit lmsurance tocpocation or amsthes lnsucance
plan approved by the soperisteadent, provided that sach bank
shall acquire depusit lasscance from the appropriate agency of

the fedesal gqovesament.
L < 1, Code 1991 \

See. 2. Section 531.64, woawsbesed para
|9 amended to read a3 followsy

Except as previded in secties 533.12, subsection &
ccedit unlon orgawized sader this chapter, as a condition of
saistalsing lts privilege of organlzation afver Decesber 31,
1980, small acqgeive and maistaia issurasce to protect csch
shazebolder and cach depoaitor againat loss of furnds beld om
scooust by the credit woion., The insurance shall be obtained
from the satiomal credit usloa administrater or foom sowe
other share guarastor or imsurance plan approved by the feva
cosmissioner of inswcasce and the superintendent, provided

that _each credit union shall acquire deposit insucrasce t(:‘/

the approoriate_agency of the feders) gqovernment.
Sec. ). Sectiom 534.586, subsectiea 1, Code 1991, is
axended to read as follows:

|

LR

-/

(]
Senate rile 87, p. 2

1. Aa assoclatios organized under this chapter as 2
condlition of mainmtaising its psivitege of orgamizatian aties
July 1, 1984 shall acquite and maimtain insurince o protect
wach depositor sgainet loss of funds held oa 3ccoust by the
assecliation. The insursnce shall be obtained Erom the fedesal
savings and loas Llasssance cCOIporation o1 eacther lasuzance
plas approved by the supetintesdent, provided that each
assoclatios organized € _this g _shall acqgelite depusit

ingurancs feom_the appropiiate ageacy of the [eders)

qoves ment .
Sec. §. EFFICTIVE DATE. Thie Act tates affect July 1,

1992, S —— S
s R

JO= J. VELSW
President of the Semate

BORERT C. ARNDULY
Spaaker of the Bouse

I hezeby certify that this bill ecigisated in the Sesate and
is daoun a3 Senate File 87, Saventy-fossth Geseral Assesbly.

JOoue P, DITER
Secretary of the Sesate

Mpproved ¢ 1991

TERRY £. BRANSTAD

Goversor oo,
L.
. f. %s:_
yg.: =- »
k] 52 -—

AN

48 48
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My the seunles hue fled o cohitary petition in bonkrupty or
hay {ud ot involuctary. petition 11 bankruptey filed agninst it which
Ras oot heen discharges] within 30 days after the date of filing, or
there his heen « #lastout or sale of a subatantial part of the rotasler’s
assets related to the retutler’s business or thers has been s com-
mencement ur dissuution o liquidstion of the retailer’s husiness:

{o) dhere has lecn u change, without the prinr written approvel
of the supplier, 1 the iocation of remilor's principal placw of business
of such apprinad . required under the retailor's agreement with the
supplier,

{d) the eetuller hus defaulied under any roavonsble and eusential
term of a chattel smortuage or mher security agreement between the
retailer and suppiicr. or there has heen o revocotion or discontin:
usnce of ary usantee of the retaller's present or future obligations
ta tho supplier.

{¢) the retuiler hua dillmd 1o operste  the avemsl wourse of
business e «vin consecutive days or bas otherwise abandoned sueh
geudct'. antaess, eacept for scosonable and customary elasures of

usinchs.

O the setather has plosded guilty @ or has boen convieted of
folony afircting the relstionship hatwaen the rotasler snd supplier:

(@ the retaller his engagod in conduet which is us or
detrimentai to the retatler's customors or the public weifary: or

(h) folewing revotpt of written notces of the supplier's roquire.
ments sl of wrirten uotiows of the supplier's detormination of the
retailer’s mstinl wind dersisting Sulures to moet the supplier's re-
quirements. the setler has conmstently fallod to moot the supplior's
requirements fur rensonchle minrket penetration hased on dfv upe
plier's cxpencnce i other sdentifiod and compasable market areas.

$ac. 7. Facept us uthorwise provided in this section, & supplier
shall provide » retiler at least 90 duys’ prioe notice of termination,
eancollutivn, vr nunrenewal of the eontract, The notice shall state
all reusons cuomstituting gond cause for termination, cancellarion or
nonponewal wini shull provade that the dealor has 60 diys tn whih
te sure any cluinesl deficiency. Uf the deficioney u roettind within
60 doys. the notue shall he void. The noties snd right th eure
provisions under this section shall not apply if the reuson fur ter
mination, cuncellation or nonrvnewa! is &! any reason set forth in
subsections ) chrough (h) of section 0.

Sex. B I any suppiter violotes any provisean of section 8 or 7,
» ewtadler v hring wun wction tn amy court of wmpotent jurtsdiction
for danwges sustained by the rotailer as 8 ennsequence of the 3
plier's violatims The vinirt muy wlso awsrd court costs and reasonab
attorney lees 1o the prevailing party. The remedies sot forth ia ths
tmhml slall mn‘ | ulu'm«l.dl';clull:w nzd shall be in eddition te
any olher remedies permitied by lw including proceedings under
the Kanses comsumer prtection act, ' v

Sec. U The provisions of this aet shall apply to
and nmm-m-\mb‘v vontracts, snd sl} other :op:t:ncu .ga:e‘:ga i:‘:‘o.‘
renewed, amended, wiignod ur transferred by a supplier 10 & trans.
foree on or alter July 1. 1001, and shall spply euly to outdeor power
oquipment and repitr pirts mirchasod aiter tho eoctive date of this
act. Any vantract i force and effost on July 1. 1991, whick by its
own terms will termitnate on & date cortatn subsequont theroto shall
be guverned by the luw wa it wxisted prior to this sct unless renewsd,
amended. msignexl ur trunsferred s deseribed above.

Sev 10 The pruvisions of this set shall be supplemental to any
pgroement bwtween the pe and the mpplin.’%u setaller may

elest tu purvue either the contruet remedy, the remedy provided

herein, m any other navedies peragtted by law, and an cloction by
the retales tn punue cch retsiler coatract or other remedios shall
not bar swh retirr'y riglt to any remedy provided hereia as to
the outdour power squipment and rupaie pasts aot aoeted by the
contract or other tenedies. :

Sot. 11 I wnv sevton of thyy ect, or an of any section
thevoel, or the application of such provision I.’::, ;nmzu o e
cumstancr shall by declared invalid or uneonstitutional, xuch dec
laration of mvalidity shull not uffect the remaining portions thereol
and the application ol such provision to other persons or
cirvumataes.

Boo. I8 Thi wet moy be vited as the Kunww wutdvor power

egquipment dealership at

Sec. 13. This act shall take effoct and by in force from and sher

" #s publication in the Kansas rogister.
" ® Ksntag Secrewry of Stans, 1M

DEFPT OQOF

Kansas Register

VOIc 10, ND. :7' Apﬂl 25' 1991 ,"
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HOUSE RILL No. 338

AN AUt relating so vredit uRions: tUNDEFBINE BiNPY MmwiEACT, amesiiug KN A 1Y
2346 and repoaitng the susting wection

Be 1t wnacted by the legisluture of the Statn of Kansas.

Soction 1. K S.A. 178248 ix bereby munencled to sevd s follows.
17.29486. (6 {1} Every sredit union whieh & ormanieed amd operating
under the laws of the state of Kansus, except 3 ventral rredit union
kcuted tn the state of Kansus and undar‘oho aupervianw of the
administratar de wivioh ol etedit wniotn in S ol of Sowwe
wie oligitte for memborhip, shall wn and wller June & J956;
insure the shares of each shareholder of such eredit 1non.

(2} Every credit unton shall inyure the shares of varh shureholder
of such ercdit union with the natiendl srodit union shure incurence
und. ur its suecessor. or with an imurer spproved by the state
commissioner of insurance or guarantec corparation appawed by the
administrator, for such pwcn o8 bereinafer provided in wn amount
00t Jeui than chat previded by the natonal crodit unsom ainnnistrus
tion, evoept that the administrator "Llﬂﬂ‘ » rossanshle extention
of time for eothea thorewith under sueh rules andl segulutions
s the state ¢ nunbnmadlm )

(3) During the peried of any axtensions of time, the crednt.
union recciving the same shall cantiaue to give notise i the manner
preseribed by K.3.A. 17.8247, and amzndments thereia. that the
O ) Necihsnding the weasiions of () of wul

otuxshsts ns of paregraph ( auhe
seceion (), every mdu”%m whieh ¢ argenised and operating
undsr the lous 1 the asate of Kaness end net surranily invered by
the nanenal union share insurence (NCUSIF), except a
contrel credit union located tn Kanass end under the awpervision of
the edministraior, shall make applicrtion for insurone with the
NCUSIF wuhin 130 doys of the sffecton dasw of this wr.
(8) Tha appliention CUSIE insuranee shall In: filved wnth the

. Kunses state departmant of crudit unions, then forcasded 0 the

credit ynion adminivtretion.
(3} Every credit union chartered after the effectin date of this
ezt shall obtatn NCUSIF coverage prior to commencing hustness
(4) - The edministrater may suvpend the charter, merge. liyuidate,
or take possersion of any credit unton which fails t comply with
the provisions of thia section or which lakes or alluus suh cooerage

to lapse.

(&) (1) Notwithstunding the ‘ of paregreph () of eub-
section (), every eredit :‘m .m ubtuin e certificats uf insurance
from the NCUSIF within 18 monshs of the effective date of thia act.

{8) The administrator mey extend, for @ period up to 18 mumths,
the date by which e credit union must obtain such cerificate spon

clory evidencs sha! the eredit union has made end U making
faith sfforts 10 sequirs the .

{3) Any credts umw‘uhumbzwmlvmh thie sub.
section shall be liquidated by the sdminbtrator, unlcss the sdmin.
@iretor epproves the merger or conavisdation of muich credy unton
with 8 NCUSIF insured evedis union.

{4) Every ervdit union shall mawtcin their current shere insure
onoe during the conversion process _

(d) Every crcdit union shell forward ¢ copy of the NCUSIF
arzﬂan inrurancs to the adminisirator within 30 deys afier the
aredit union reesives the certificate. '

{s) (1) lwfz’mdu union shell taks actin logally required
to matntain NCUSIF inaurence tn ?u!l Jorce and offect, and
shall refrein or-dorist from taking any ection that s ihely ke cquse
wrmingtion of NCUSIF insurence svverage.

(8) Tha adminutretor thall order the merger. consvlidatum. or
Imudcﬁ:a of any eredit union whose NCUSIF (nsurance (s

f) Nob amendvgat federal tnxurer shall be bind.
h.ﬂmon .ﬁvyh‘f oml: Q/‘:’W "'” und wntil spproved by ,::.
Kansas stute department of eredit wnlons.

Sce. . K.S.A 17.2248 is hereby repeaded.

See. 3. This act shall take cfict and he in fore fromn and after
s pubiication in the Kansas register.
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health, welfare, peace and safety, and hereby declared to be an emergency act within the
meaning of the constitution, and this act shall be in full force and effect upon its passage
and approval or on March 4, 1991, whichever later occurs.

Approved February 28, 1991,
Effective March 4, 1991.

CREDIT UNIONS—FEES

H.B. No. 180

WEST'S NO. 2

AN ACT to repeal sections 370.071, 370.080, 370.085, 370.150, 870.370, 370.371, 370.372, 370.373,
370.374, 370.375, 370.376, 370.377, 370.378, 370.379, 370.380, 370.381, and 370.382, RSMo 1986,
and section 370.310, RSMo Supp.1990, relating to credit unions, and to enact in lieu thereof
seven new sections relating to the same subject, with an emergency clsuse.

Be it enacted by the General Assembly of the State of Missouri, as follows:

. Section A. Sections 370.071, 370.080, 370.085, 370.150, 370.370, 370.371, 370.372,
370.373, 370.374, 370.375, 370.376, 370.377, 370.378, 870.379, 370.380, 370.381, and 370.382,
RSMo 1986, and section 870. 310, RSMo Supp.1990, are repealed and seven new sections
enacted in lieu thereof, to be known as sections 370.071, 370.080, 370.085, 370.150,
370.310, 370.362, and 1, to read as follows:

370.071. A credit union may have the following additional powers:

(1) To contract for group insurance plans, approved by the state of Missouri, on behalf
of members electing to participate in such insurance programs and to charge a fee for
providing such services;

(2) To exercise such additional powers, with the approval of the director, as federally
chartered credit unions may be authorized under federal statutes;

(8) To hold membership in central credit unions whose field of memberahlp includes
credit unions, and to invest funds in shares of corporations to aid the liquidity of credit
unions;

(4) To act as the fiscal or transfer agent of the United States, of any state, municipali-
ty, or political subdivision and in such capacity to receive and disburse money, to transfer,
register and countersign certificates of stock, bonds and other evidences of indebtedness.;

(5) Notwithstanding any other law to the contrary, a credit union may charge an initial
and/or recurring membership fees provided such fees have been approved by a mar_m_!_:x
of the members ip In attendance at any regular or special meetin or by a mail ballot as
provided in the credit union bylaws, after notice of the purpose_ reof shall have been
mailed at least seven days and no_longer than sixty days prior to the date of such
meeting. Such membership fees shall not be construed as reserve income but shall be
used at the sole discretion of the board of directors for the benefit of the credit union.

370.080. 1. The membership shall consist of the organizers and such persons, socie-
ties, associations, copartnerships and corporations as have been duly elected to member-
ship and have subscribed to one or more general shares, or one membership share and/or
membership fee when required, and have paid for the same in the whole or in part, with
the entrance fee as required by the bylaws, and have complied with such other require-
ments as the certificate of organization may contain.

2. Credit union organization shall be limited to groups of both large and small

membership having a common bond of occupatlon or association or to groups residing
within a well-defined neighborhood, community or rural district.

3. Each credit union may, at the option of the board, create one or more classes of
shares which shall be :nown as “membership share” representing the member’s owner-

Additions in text are indicated by underiine; delstions by striksowt 5
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ship interest in the credit union on such terms and conditions as the board of directors
may determine, not inconsistent with the bylaws, provided that each membership share
shall have a par value of not less than twenty-five nor more than one hundred dollars. A
membership share shall not be pledged as security on any loan. '

4. Notwithstanding any other provisions of this chapter to the contrary, in the event
of liquidation of the assets of the credit union, the membership share shall be at risk,
uninsured, and shall be subordinated to the claims of all nonmembers and participate in
the assets of the credit union after all creditors and holders of all other shares, and the
National Credit Union Administratio :

Jofined i ion-370.377

370.085. 1. Membership shares may, with the approval of the director of the division
of credit unions, be utilized to fulfill required reserves, operating deficiencies, and satisfy
the contractual arrangements of share insurers or guarantors i i .
Notwithstanding the provisions of subsection 8 of section 370.340, payment for such
shares, upon demand, may be delayed or withheld without notice, in whole or in part, by
order of board of directors or director of division of credit unions to insure the safe and
sound operations of the credit union or to fulfill contractual commitments. When the
value of membership shares is impaired, the board of directors, under the direction of the
director of credit unions, shall immediately revalue membership shares in proportion to
the change of the aggregate value of such shares. The value of membership shares so
affected shall hold constant until such subsequent time as the financial condition of the
credit union causes a revaluation of membership shares to reflect further impairments or
the recovery of prior devaluations as determined by the board of directors with the
approval of the director of the division of credit unions. ‘

2. A member of a eredit union desiring to withdraw from the credit union or to redeem
membership shares must file a written application with the credit union, in such form and
manner as the board of directors may determine, and as the insurer or guarantor may
impose as a condition of insurance or guarantee.

3. The share balance in the member’s membership share account shall be paid to such
member only as funds therefor become.available and after deducting any amounts due
the credit union by the member, including any fees, impaired balance, notes or obligations
outstanding, whether mature or unmatured, or other indebtedness or obligation of that
member to the credit union.

4. The procedures establis};ed by the board of directors of the credit union for the
redemption or withdrawal of the membership share shall not be amended or varied
without the written consent of the director of the division of credit unions.

5. The board of directors may authorize dividends, after provision for required
reserves, to be paid on membership shares. A dividend need not be paid on membership
shares, but if such a dividend is paid, it may, at the option of the board of directors, be
added to the membership share held by each member, and may not be subject to
withdrawal until some future time to be determined by the board of directors, or upon
termination of membership.

870.150. 1. The director of the division of credit unions may, without notice, notwith-
standing the provisions of section 370.140, suspend the charter or take ‘possession and
control of the assets, business, books and records and property of every description of
any credit union organized under section 870.010, whenever:

(1) He has revoked the certificate of approval of the credit union;

(2) An examination made by the director or one of his or her deputies or examiners
reveals that such credit union is insolvent, or that its continuance in business will
seriously jeopardize the safety of the deposits of its members or its creditors;

(3) It has failed to comply with any cease and desist order issued by the director under

provisions of section 370.140;
(4) It refuses to permit the director to examine its affairs;

(5) The credit union board of directors requests the director to take possession of the
credit union. Thereafter, the director of credit unions shall make a determination as to

6 Additions in text are indicated by underiing; deletions by eirikot
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whether to return the credit union to the board of directors, to merge, to consolidate or to
liquidate the credit union as provided in this chapter; .

(6) It is conducting its business in an unsafe or unsound manner;

(7) It becomes ineligible for membership-in-any share insurance ¢orporation-as-defined
in-60ction-370-377 with the National Credit Union Administration. '

2. The director shall retain possession until such time as he may permit it to resume
business or its affairs are finally liquidated.

8. During the time the director is in possession, he shall have the power to operate the
credit union through the agency of a qualified person, natural or corporate, who shall act
under his supervision, and all expenses of the operation, including compensation of the
agent and the employees of the agent, shall be paid from the credit union’s funds.

4. While in possession, the director may exercise all of the functions and powers given
to credit unions by this chapter or the general laws of this state, and may exercise them
through the designated agent authorized in the preceding paragraph, and shall bring and
defend actions in the name of the credit union, and do any and all acts and things as are
reasonable and necessary to the conservation of the business, property and affairs of the
credit union, including calling special meetings of the board of directors, the committees,
the members of the credit union, all of which he may attend.

5. When the director takes possession, the credit union officers shall convey to him all
books, records, and property of every description of the credit union. Failure of the
officers to do so shall be a misdemeanor and upon conviction shall be punishable by a fine
of five hundred dollars or by confinement in the county jail for a period of thirty days, or
by both the fine and confinement.

6. The director upon taking charge of a credit union shall as soon as practical
ascertain the financial condition thereof by an examination of its affairs, and in his
discretion, an appraisal of its assets. .

7. If it shall appear therefrom that the credit union is in a condition to safely resume
business without reorganization, consolidation or merger, and if any question of alleged
violation or charges of unlawful action or unauthorized conduct of business has been

determined, he shall return the possession, assets and conduct of the business thereof to
the directors and officers.

8. If it appears that a reorganization, merger or consolidation will be necessary before
the credit union can safely resume business and that such reorganization, merger or
consolidation is feasible, he shall propose a plan and attempt to implement it.

9. If it shall appear that the credit union is not in a condition to safely resume
business and that reorganization, merger or consolidation is not feasible, he may issue a
notice of involuntary liquidation and appoint a liquidating agent to liquidate the credit
union.

10. At any time within thirty days after the director has taken possession of the
business and property of any credit union under this section, such credit union, with the
approval of a majority of its board of directors, may apply to the circuit court in the
judicial district in which the principal office of such credit union is located, for an order
requiring the director to show cause why the director should not be enjoined from
- continuing such possession. The court may, upon good cause shown, direct the director
to refrain from further proceedings and to surrender such possession of the business and
property of the credit union back to the directors and officers.

. 11. The powers and authority conferred on the director by this section, except in case
of voluntary surrender, shall be considered as discretionary and not as mandatory, and so
long as the director acts in good faith in the matter, neither he nor his employees or
agents shall be held liable civilly or eriminally or upon their official bonds in any action
taken hereunder or for any failure to act hereunder.

370.310. 1. A credit union may lend to its members, as herein provided, for such
purposes and upon such security as the bylaws provide and the credit committee or credit
manager shall approve, provided that no secured or uniecured loan shall be made in
excess of two thousand dollars, except that if ten percent of the assets of the credit union

Additions in text are indicated by underline; delstions by etrikeewt 7



NO. 2

exceeds two thousand dollars then the maximum amount

86th GENERAL ASSEMBLY H.B. 1§

shall be ten percent of its assets, and unsecured loans to any one member

the limitations found in current written policies of the bo

2. A member who needs funds with which to
€rops may receive a loan in installments instead

3. A borrower may repay the whole or an
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nonfederal insurer, unless the ecredit unions, which are members of such nonfederal
_iisurer subsequent to the effective date of this act, agree otherwise.

1. No bylaw amendment of any nonfederal insurer shall be binding upon any Missouri

credit union unless and unti) approved by the Missour division of credit unions.
8. No special assessment or fee may be imposed upon any Missouri credit union b
any nonfederal insurer uniess and until approved by the Missouri division of credit unions.
9. Nothing in this chapter shall preclude a nonfederal insurer from issuin jvate
share insurance in this state in amounts in excess of the basic share jnsurance required b
NCUSIF if the credit union desiring such insurance is_insured and continues to be
insuranced for the basic share msurance regulrEE Ex NCUSIF.

Section 1. Notwithstanding the provisions of sections 408.233 and 408.234, RSMo, a
prepayment fee may be charged on second mortgage loans, as defined in section 408.231,

RSMo, under the same provisions as is allowed under section 408.036, RSMo.

0.370 Neo hetanding

Additions in text are indicated by ynderiine; delstions by sirikeout 9
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Section B. Because of the need to insure that credit unions in this state remain solid
an_d finapcially strong and that the assets of citizens of tl}is state remain safe and secure,

peace and safety, and is hereby declared to be an emergency act within the meaning of

the con?titution, and this act shall be in full force and effect upon its passage and
approval.

Approved March 7, 1991.
Effective March 7, 1991,

MOTOR VEHICLES-—SCHOOLS—COMMERCIAL PURPOSES

H.B. No. 251

WEST'S NO. 3

AN ACT to repeal sections 167.242, 302.010, 302.700, 307.177 and 307.400, RSMo Supp.1990,
relating to the operation of certain motor vehicles, and to enact in lieu thereof four new
sections relating to the same subject, with an emergency clause.

Be it enacted by the General Assembly of the State of Missouri, as follows:

Section A. Sections 167.242, 302.010, 802.700, 307.177 and 307.400, RSMo Supp.1990,
are repealed and four new sections enacted in lieu thereof, to be known as sections
302.010, 302.700, 307.177 and 307.400, to read as follows:

302.010. Except where otherwise provided, when used in this chapter, the following
words and phrases mean:

(1) “Circuit court”, each circuit court in the state;

(2) “Comniercial motor vehicle”, a motor vehicle designed or regularly used for earry-
ing freight and merchandise, or more than fifteen passengers;

(3) “Conviction”, any final conviction; also a forfeiture of bail or collateral deposited to
secure a defendant’s appearance in court, which forfeiture has not been vacated, shall be
equivalent to a conviction, except that when any conviction as a result of which points are
assessed under section 302.302 is appealed, the term “conviction” means the original
Jjudgment of conviction for the purpose of determining the assessment of points, and the

Additions in text are indicated by underiine; deletions by strikeowt- 11
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15 BANK EXAMINATIONS 19-14-1

be made to the agent responsible for settlement. Should the dis-
bursement not be made as provided in this section, no interest shall
be charged for the first thirty (30) days following the closing date.

History of Secton.
PL. 1000, sh. 181, 4 1.

CHAPTER 11
DEPOSITS

BECTION.
19:11-0. [Insurance of deposits.

16-11-9. Insurance of deposits. — Any bank, savings bank,
loan and investment corhpany, building and loan association, credit
union, or any other-deposit-taking institution permitted by law to
receive deposits shall acquire insurance on all deposits provided by
¢ federal deposit insurance corporation, the feders! savings and
loan insurance corporaticn, or the national credit union

. administation. The deposit insurance required hereunder shall be

mandatory and failure to obtain and implement the required insur-
ance shall be deemed sufficient cause for the appropriate authority
to revoke the noncomplying institution’s charter.

The department of business regulation zhall promulgate such
rules, regulations, and guidelines which it deems necessary to imple-
ment the provisions of this section.

mq Of “eﬁo‘. .
P.L. 1077, ch. 384, § 1; P.L. 1989, ch. 543,
§ 14. PL. 1951, ch. 44. art. 70, § 1.

18-11.14. Disclosure of bank charges.

C;g.ur‘:l R:n!m.neu.ns.;zkd’fynabihw, to
customer for oxe
B ALReR 1028

service charges.
CHAPTER 14
BANK EXAMINATIONS

SECTION.
19-14.1.

Poriodic examinations — Accays  16-14-2. Records of examinations and re.
%o vaults and records. pores.
281411,  Audits.
19:14.1. Periodic ¢xaminations — Access to vaults and

records. — The director of business regulation either personally or
by deputy, with such assistants as the director may designate, shall.
whenever he or she considers it advisable, but at least once in each
year, visit and examine each bank, savings bank, and trust comga.ny
incorparated in the state, and if it is connected with a national bank

L
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95.000-3

- §98.3. Share Deposit Guaranty Requirements. All credit unjons in the State of Texas
#hall; obtain; federal” share insurance -from : National. Credit. Union ~Administration
(NCUA). Credit unions presently insured by the Texas Share Guaranty Credit Union
shall apply for federal insurance with the NCUA no later than March 1, 1991 and ob-
tnin federal share insurance within 30 days of notification of eligibility by the NCUA.
Any credit union unable to qualify for federal share insurance by December 31, 1992
may be granted one or more six-month extensions by the commissioner to qualify for
federal insurance, if the commissioner finds that the credit union is making substan-
ual progress in qualifying for federal insurance with the NCUA.
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e1/@392 14:22 CREDIT UNION DEPARTMENT OF TEXAS 0e3
95.300-8

., §95.307. Conversion to Rederal Insurance. As provided in §95.3, of this title (relating _
to Shane Depo}m Guaranty Reqmrcmems), a member crtdxt union shall comcn from :
the share and deposxt insurance provided by the 'beus Share Guaranty Cred:t Union
(TSGCU) 0 fademl shm msurance provided by the Nauonal Credit Union Admimstra- :
tion (NCUA) through the Nauonal Credxt Umon Sharc Insurance Fund The oomrms- :

- , sioner shall not approve a converslon so long as a member credit umon has any out-

mnding specml amstancc obligation or commitmem to TSOCU, unless appraved in
wrmng by TSGCU and NCUA Upon the munnee ofs eemﬁcate of inwunce by
HCQA_ a member cnedit union wm cease to bea member credit union and will be -
deemed to be 8 convened credit union as those terms are deﬁned in §95 2 of thie mlo
(telating to Defmitions As used m tms mle) TSGCU shall not be liable for any claim :
for i insurance of | accounts by a converted credit umon and a converted credit union'
shall not be liable to TSGCU or other member cnedxt umons for claims for any general
or special assessment, for any contribution to the TSGCU reserve or capml account,
for the refund or repayment of any TSGCU special assistance received by the con-
verted credit union, or for any other liability due to or by reason of membership in
TSGCU: provided. however, TSGCU may continue to hold, utilize, and/or expend all
of the assets of TSGCU and accordingly reduce the membership investment share held
by the TSGCU at the time of the issuance of the certificate of insurance by the NCUA.

| The provisions hereof shall supercede and take precedence over any conflicting rule

-* | of the commission or bylaw of TSGCU,
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¢ ——— NATIONAL CREDIT UNION ADMINISTRATION

WASHINGTON, D.C. 20456

TO: !ﬁh Fenner

FROM: Bittie Ulan AL
SUBJ: New Legislation
DATE: December 20, 1991

The new legislation has several provisions that affect
credit unions and the NCUA. The following is a summary
and analysis of the relevant provisions and a listing of
the additional major provisions affecting FDIC - insured
institutions. This memo is an amalgam of several memos
done by the operations attorneys. I have noted who is
responsible for each section discussed. My December 5,
1991 memo serves as a summary of this more detailed memo
and is attached.

1. Title I, Subtitle F, Section 151 - Federal Insurance
for State Chartered Depository Institutions p. 11773 -
{Hattie and Martin)

There are basically five requirements in this section.
They are follows:

1- Audit Requirement. _Within 120 days after enactment,
requirement that private insurers get an annual,
independent audit. The audit shall be completed suing
generally accepted auditing standards and shall
determine whether the insurer follows generally accepted
accounting principles and has set aside sufficient
reserves for losses. A copy of the audit must be
provided, within fourteen days, to each credit union
insured by the private insurer, and to each state
supervisor within seven days of receipt of the audit.
Credit unions must provide copies of the audit to
currentmo:.prospective members upon request. (Section

Paes 3 Within one year after
enactnant, all credit unlons that are not federally
insured must include conspicuously on all periodic
statements of account, signature cards, passbooks, CDs




and other similar instruments of deposit and in all
advertising a notice that the credit union is not
federally insured. Within two and one half years after
enactment, the notice, except in advertising, must also
include a statement that if the institution fails, the
Federal Government does not guarantee that depositors
will get back their money. The FTC, sy regulation or
order, must prescribe the manner and content of
disclosure required.

3- Acknowledgment of Risk, Within two and one half
years after enactment, non-federally insured credit
unions shall only accept deposits from persons who have
signed a written acknowledgment that the credit union is
not federally insured, and that if the institution
fails, the Federal Government does not guarantee that
they will get back their money.

4~ certification of State Supervisors. Within two
years after enactment, the state supervisors must
determine that the nonfederally insured credit union
meets all of the eligibility requirements for NCUA
insurance. However, NCUA is not bound by this ,
determination. If certification is not made, the credit
union will not be permitted to use. the mails or any
instrumentality of interstate commerce to receive or

~ facilitate receiving deposits.

5- Business Plan. Within 240 days (six months) after
enactment, all private insurers must submit a business
plan to appropriate state supervisors showing that it is
viable, including, at a minimum, underwriting standards;

.resources, including trends in and forecasts of assets,

income, and expenses; risk-management program, including
exam and supervision, problem case resolution, and
remedies; and for the preceding five years, copies of
annual audits, annual reports, and annual meeting
agendas and minutes. Section 151(b) (2) (Something is
off with section numbers here, there are two 151(b)s.
This one is the second one found at the bottom of the
middle column on p. 11774.]

The FTC.is the enforcement agency for this entire
section. We have no authority. The FTC has already
contacted Bob Loftus, and we are scheduled to meet with
them on January 6. Section 151(9g)



This section amends the Federal Deposit Insurance Act.
No changes are made to the FCU Act. We do not need to
issue any regulations to implement this section. Our
involvement will be in assisting the FTC and/or the
state supervisors.

2. Title II, Subtitle B, Section 221, Study on
Regulatory Burden p. 11780 (Hattie)

This section requires that the Federal Financial
Institutions Examination Council (FFIEC) review policies
and procedure, recordkeeping and documentation used by
insured depository institutions to monitor and enforce
compliance with federal banking agency laws and
determine whether policies, procedure and requirements
impose unnecessary burdens on depository institutions.
The FFIEC must identify revisions that could reduce
burdens without affecting compliance with consumer laws
or endangering safety and soundness. The FFIEC must
submit a report to Congress within one year of the law’s
enactment describing the revisions. The definitions of
"insured depository institution" and "federal banking
agency" to be used in this section are set forth in
section 3 of the Federal Deposit Insurance Act

(12 U.S.C. 1813(c) & (g)) and do not include credit
unions or the NCUA.

This section is discussed because the Chairman is a
member of the FFIEC. Our involvement in this review and
report should be minimal, if any at all.

3. Title II, Subtitle B, Section 223, Enforcement of
Equal Credit Opportunity Act p. 11780 (Mike)

Enforcement Of The Equal Credit Opportunity Act

These changes are made to the Equal Credit Opportunity Act.
The relevant changes are as follows:

1- If NCUA fails to obtain a credit union’s compliance with
the Equal Credit Opportunity Act (ECOA), NCUA must refer the
matter to the Attorney General if NCUA believes that the
credit union has engaged in a pattern or practice of
discouraging or denying applications for credit in violation
of ECOA. Referral to the Attorney General is discretionary
if NCUA only believes that the credit union is simply
violating ECOA, absent a pattern or practice.



under this section )
move than 60 days in any 120-day period.
“12) VIABILITY EXCEPTION.~

may be outstending for

“(4) IN GENERAL.—U[=—

wt4) the head of the eppropriaie Federal
banking agency certifles tn advence in wril-
ing to mtewmwwcua-
pository institution is viable; or

“1i1) the Board conducts sn ezgmination
of any depository institution and the Chair-
man of the Board certifies in wniting to the
Federal Reserve bank that the institution &

the limitation contained in paragraph (1)
shall not apply durtng the 60-day period be-
gcgmmv on the date such certification is re

ved.

“{B) EXTINSIONS OF PERIOD.—The 6o0-day
period may be ertended for additional 60-
day penods upon receipt by the Federal Re-
serve bank of additional written certifica-
tions under subparagraph (A} with respect
to each such additional pertod- . -

“1C) AUTHORITY TO ISSUE 4 CERTIFICATE OF
VIABILITY MAY NOT BE DELEGATED.~TRe au:
thority of the head of any agency toissue ¢
written certification of viability under this
paragraph may not be delegated (o anvy

ther person.

(D) EXTINDED ADVANCES SUBJECT TO PARA-
GrRaPH (1.—Notwrthstanding paragraph (1),
an undercaptalized depository institution
which does not have @ certificate of viadility
in effect under this paragraph may Agve ad-
vances oulstanding for more than 60 days in
:::‘ 120-day period {f the Board elects (o

“(4) such institution cs critically underca-
pitalized under paragraph (3); end

“t{4) any such advance a3 Gn adoance de-
oeﬁbed’” in subparagraph 14/(4) of paragroph

“(3) ADVANCES TO CRITICALLY UNDERCAPITA:
LIZED DEPOSITORY INSTITUTIONE. =~

section, V—

“(4) in the case of any critically underca.
pitalized depository institution—

“]) gny advance under this section (0
such institution is outstanding without pay-
ment hcmuommmualwmd
the §-day permiod beginning on the date the
institution becomes @ critically undercapi-
talized depository institution. or

“(11) any new cdrance is made Lo such in-
stitution under this section after the end of
such pertod; and

«t14) after the end of that §-day period, gny
deposit insurance fund in the Federul De-
posit Insurance Corporation incurs g loss

that the Corporation
would have incurred ¢ 4 Aed Hguidaled
that institution as of Ghe end of that period.
the Board shall, subject to the limitations in
subparagraph 1B), be Madis to the Federal
Deposit Insurancs Corporution Jor the
ezcess loss, without reperd (o the terms of
the edvance or eny collateral pledped to
secure the adrvance.

*(8) LIMITATION ON BXCESS L028.-The Ui
ability of the Board under subparagraph (A)
shall not exceed the lesser of the following.

"mmcmntolmtcumlurdor
any Federal Reserve dank would have ine
curred on the increases in the amount of ad-
vances made aster the 5-day period referred
(o in subparagraph (A) ¥ those increased ad-

in the emount of advances made arter the §-,

_ day penod referred to in subparcgraph 1Al

“(C) FEDERAL RESERVE TO PAY OBLIGATION. =
The Board shail pay the Federal Deposit In-
surance Corporation the emount of any ii-

CONGRESSIONAL RECORD — HOUSE

7:1'1“1 of the Board under subparagredh
2

1D} REPORT.=The Board shall report (O
the Congress on any excess loss ligbulity ¢
incurs under subparegraph (A). as limited
by subparagraph (Biii), and the_ reasons
therefore, not later than 6 months aster in-
curring the ligdility.

“t4) NO OBLIGATION TO MAKE ADVANCES.—A
Federal Reserve dank shall have no obliga-
t10n Lo make, incregse. renew. or extend any
advance or discount under this Act to any
depository institution.

“'t§) DEFINITIONS. =

“(A) APPROPRIATE  FEDERAL  BANKING
AGEINCY.—The term ‘appropniale. Federal
danking agency’ has the same meaning a3 in
section 3 of the Federal Deposit I[nsurance

Act
“I1B) CRITICALLY UNDERCAPITALIZED. —The

term ‘critically undercapitalized’ hes the
same meaning a3 in gection 38 of the Feder-
al Deposit Insurance Act

‘“4C) DEPOSITORY INSTITUTION.—The lerm
‘depository institution’ Aas the same Mmegn
ing as in section 3 of the Federal Deposit In-
surance Act.

(D) UNDERCAPITALIZED DEPOSITORY INSTTTU-
r10N.—The term ‘undercapitalized deposito-
ry institution’ means any depository insti-
tution which—

(1) i3 undercapitalized. as defined in sec-
tion 38 of the Federal Deposit Insurance Act

or

«1ii) has @ composite CAMEL rating of §
under the Uniorm Financial Institutions
Rating System (or an equivalent rating Oy
eny such agency under @ ecomparabdie rating
system) as of the most recent examination of
such institution

“t2) ViaaLe.—A depository institution i3
woh'vwaocrdcrmcwmm Fed-
eral banking agency determines, giving due
regard to the economic conditions.and cir
cumsiances in the market in which the insti-
tution operates. that the institulion

“({) s not critically undercapitalized:

«({1) is not exrpected to become critically
undercapitalized: and -

“114) is not expected to be placed in con-

ip or receivership.

{e) BOARD'S AUTHORITY TO EXAMINE Derost-
TORY INSTITUTIONS AND AFFILIATES. ~Section
zzwmmmm.«cwamn
adding at the end the following.

“{n) To examine, at the Board’s discretion,
any depository institution. and any affilicte
of such depository institution, in connec-
tion with any adrance to. any discount of
any instrument for, or any request for eny
such advance or discount by, such deposito-
ry institution under this Act.”

(d)  Erzcrive  Darr.—The amendment
made by subsection (b shall take effect at
the end of the 2-year period beginning on the
date of enactment of this Act. :

1¢) CONPORMING AMENDNENTS REDESIONAT
NG SECTTIONS 13a. 25/a). AND 25tb) or THE
FEDERAL RESTRVE ACT.—The Federal Reserve
Act (12 U.S.C. 221 et 3€q.) 18 gmended—

(1) by redesignating section 13a a3 section

1348

12 by redesignating section 251a) as sec-
tion 25A: and

13) by redesignating section 25!b) a3 e
tion 258.
SEC. 143 EARLY RESOLLTION.

1a) IN GENERAL.—It 13 the sense of the Con-

that the Federacl banking agencies

shoxid facilitate early vesolution of troubled
insured depostory nstitutions whenever
Jegsidle i/ early resolulion would have the
teast possible long-term cost to the deporit
insurgnce fund, consistent with the least-
cost and prompt correclive action provi-
sions of the Federal Deposit [nsuronce Act

(5) GENERAL PRINCIPLES.~IR encouraging

H 11773

vesolution strategies, the Congress contem-
plates that gny resoiution transacton under
section 13t¢) of that Act wouid observe the
following general principles:

1) COMPETTTIVE NIGOTATION.—The (rans-
action should be negoticted competititely,
taking into account the valxe of expediting
the process.

(2) RESULTING INSTITUTION ADEQUATELY CAP-
fraLzED.~Any insured depository institu-
tion created or assisted in the transaction
{hereaster the “resulting institution”) and
any tnstitution acquiring the troubled insti-
tution should meet ail applicadle mintmum
capital standards.

13) SUBSTANTIAL PRIVATE INVESTVENT.—The
transaction should involve substantial pri-
vate investment. -

(4) CONCESSIONS.~Preezisting owners and
dedtholders of any troubled institution or is
holding company should make substantial
CONCEISIONS.

18) QUALIFIED MANAGEMENT.—Directors and
senior management of the resulting instilu-
tion should be qualified fo perform their
duties, and should not include individuals
substantially responnible for the troubled in-
stitution’s prodlems.

16) FDIC'S PARTICIPATION.—The transaction
should give the Federal Depont Insurance
Corporation gn opportunity to participale
in the success of tAe resulting institution

7) STRUCTURE OF TRANSACTION.—The trans-
action should, insosar as praciical. de struc-
tured s0 that—~

(A) the Federal Deposit Insurance Corpo-
ration—

(1) does not acquire 8 significant propor-
tion of the troubled institution’s prodlem
assets; . :

(11 succeeds to the interests af the troubled
ingtitution’s preerusting ovners and debdt-
holders in proportion (o the assustance the
Corporation provides: and

(1447 limits the Corporation’s assisignee 1n
term end amount; and

{B) new investors share risk wcith the Cor-

poraiton

te) REPORT.—TvO years after the date of
enaciment of this Act the Federal Deposit
Insurance Corporation shall sudbmit a report
to Congress onalyzing the effect of early es-
olution on the t ingumnee

" Federal Insurunce for State Chartered
itory Institutions ) .
SEC. 151. DEPOSITORY INSTITUTIONS LACAING D
ERAL DEPOSIT INSLURANCE.

(a) ANNUAL INDEPENDENT AUDIT OF PR:aTE
Derosrt INSURER: DISCLOSURE 8Y Inamie
17088 LacKING FEDERAL DEPOSIT INSURANC £ =

(1) IN OENERAL.~The Federal Deposi i
surance Act (12 U.S.C. 1811 et seqr 13
amended by the preceding prorisions PURLEY ]
Act, i3 further cmended by adding &l e
the following new section’
=SEC. 48 DEPOSITORY INSTITUTIONS LACAIS. 000

ERAL DEPOSIT INSURANMCE

“ta) ANNUAL INDEPENDENT ALDIT OF Pr .o
Deposry [INSURKERS.— :

“(1) AUDIT REQUIRED.—ARY prirate Jer ¢
insurer shall obtain an ennucl guditl =™
an independent auditor using genera.y i
cepted auditing standards. The audit *=:.l
include @ determination of Chether the ==
vate deposit insurer folloxs genevciy 1o
cepted accounting principles gnd %l -°
aside sufficient reserves for losses.

«(2) PROVIDING COP!ES OF AUDIT REPA ™

“A) PRIVATE DEPOSIT INSURER.—The =" : "¢
deposit insurer shall provide @8 copv - ©°
gudit report—

«ti) to each depository tnatslulicn
potits of which are insured by the o~ -

,deposit insurer, not later than € d3vs - -

the Federal banking agencies to pursue early / the audit is completed: and



e '
Md“muwwnwa-
tasion nei later than 7

federally insured. and that U the institution
Jails, the Federal Government does not guar-
ante¢ that depositors will get back their
money.

“12) ADVERTTSING rreNISES.—Include COR-
spicuously in all advertising and at each
place where deposits are normally received @
notice that the institution is not federolly
insyred.

“3) ACKNOWLEDGNENT OF RISE. —~Receive
deponts only for the gccount of persons who
Aave ngned @ wnien acknouwiedgment that
the institution is not federgily insured. and
_that {f Dre institution fails. the Federal Gov-
ernment does not guarantee that they will
get back their money.

“1c) MANNER AND CONTENT OF DISCLOSORE.—~
To ensure that current and prospective cus-
tomers understend the risks involved in
foregoing Federal deporit insurance. the
Federal Trade Commission. by reguiation or
order, shall prescride the masner and con-
tent of disciosure required snder this sec-
tion

“(d) EXCIPTIONS POR INSTTTUTIONS Nor Re-
crvivG RETAR DrrosTrs.—The Federol Trade
Commission may, b7 or order.
make exceptions (o subsection (d) for any
institution that, within the
United States, does not receive initial depos-
its of less then $100.000 from individaails
whocnmiaemarruimuolm Usited
States. other than smoney recetved % CORREC
tion with any drast or similer instrument
1ssued Lo transmit money.
1e) ELGIaRITY ror Feotaal Drrosrt In-
SURANCE.—
w11) IN GENERAL.—EZCEPL G3 permitted by
the Federal Trode Commisnon, {n consulta-
tion with the Federal Deposit Insurence
Corporation, no : institution
tother then ¢ bank. inctuding R /RIRCOTPO~
rated bank/ locking Fedevel deporit Rsur-
ance may use the mails ov Gy instrumentsl-
ity of interstate commeves 9 receive or fa-
cilitate recerring wnlese the sppro-
prate supervisor of the S3ute tn which the
instilution is charteved hap datermined that
the institution meets ol ahigtbility require-
ments for Federal nsurence, incisd-

in

€A))in the case of an institution descrided
1 JFetion 1910M1IAINLD) of the Federal Re-
Credit Union “t‘I and

“(B) in the case of any other institution,
all eligibility requirements set Jorth in this
Act grd regulations of the Corporation.

AUTHORITY OF FDIC AND
107D, ~No determinalion under percgreph
117 shall bind, or otherwise affect the guthor-
ity of, the National Credil Union Adminis-
¢ration or the Corporgtion. .
“"!ﬂ DEINITIONS. —FOr Purposes of this sec-

on’

QRS I——
- m———- - —

_provide @ buniness pic

NCUs NOT AF- [

CONGRESSIONAL RECORD — HOUSE

“(1) APPROPRILTE SUPERVEOR.—The ‘SpPro-
priate superrvisor’ of 6 depository instits-
tion mecas the agency primanily responsidie
Jor supermnng the iastlution.

“12) DEPOSTTORY INSTITUTION.~The ~ et
‘depository st ution’ incluges— ClacK

“{4) eny entty in section
xsﬁmummw of the Federal Reserve Act
['1

“(B) any entity that a3 determined by the
Federal Trode Commisnon—

“(i) 13 engaped in the dusiness of receiving
deposits; and

“111J could reasonadly de mistaken for @
deposiutory wnstitution by the entity's current

or tive customers
FEDERAL DEPOSIT INSURANCE.
a tory instrtutson lacks Federal depos-

it insurance i/ the institution is not ether—
“14) an insured deposuory institution: or
an insured credil uniton. a8 defined
:a :uetm 101 of the Federal Credit Union
¢
“(4) PRIVATE DEPOSIT nSuRER.~The term
‘private depostt insurer’ means any entily
insunag the of any deposulory in-
stitution lacking Federal deposut InSUreRce
“(g) ENPORCEMENT.—Compliance with the
requiremenis of this section. and any reguia-
tion prescrided or order issued under thts
section. shall be ¢ ral

enforced ynder the Feder
W‘e

12) EFFECTIVE DATES.—Section 40 of the
Federal Deposit Insurance Act (a3 edded by
paracreph (1)) shall become effective on the
date of enactment of this Act except that—

(A) paregraphs (1) end (2) of ssbeection
(b) shall bdecome effective 1 year after the
date of enactment of this Ack

(B) during the iod Deginning 1 year
WMMoleluzmto!thaAqtm
mw:ammmwuudwc-
ment. subsection (d)(1) shall appiy with *,
end that U/ the insitution fails, the Federal
Government does 80( guarentee that deposi-
tors will get dack their money” omitteds

4clumﬁo-«¢;mmudmuuz
years after that date of enactment. and .

(D) subsection (b/)(3) shall become effective

mmqmcumuzm 28
of the Federsi Deposil
US.C 1331e) 13 emended—

(A) by striking subsection (A and

1B) by redesignating subgection (i) as sud-
section (M.

1) Vusarry or
ERE.~~

(1) DEADLINY FOR INITIAL INDEPENDENT
4UDIT.—Ths inutial annual audit uader sec-
tion 40 fa)(1) af the Federal Deposit Insur
ance Act fas edded by subsection
be completed not later than 120 daps aster
the dats of enactment of this Act

12) BURINESS PLAN reQuIRZD.—Not later
than 240 days aster the date of enactiaent of
this Act ery pntate deposd insurer shall
n to each appropmiale
supervisor of each State 1n which deposits
ere received by eny depository institution
lacking Federal deposit insurance the depoe-
its of which are insured Oy 6 privete depowit
fnsurer. The dusiness plan shall explain in
detail why the prnivale depasil inserer 8
pisble. and shall. gt @ MINTMUM—~ *

(4) describe the insurer s—

ti) undereniting standards

i ing trends in and

Privarz Derosrr INsunr-

remadies. and

(B) include, for the preceding § years
copiss of annusl cudils. aanuel reports. and
anxucl meeling 0oendas and minuies

e eia———

o i ———— e on et - S

November 25, 1991
13) DxrveTsoNs. —For purposes of tRis sud-

= “deposiiory and
“acking federal deposrt ingurance’’ have
the same megning &3 iR section 4911 of the
Federal Deposit Insurence Act (as added by
subsection (6/).

Sublitle G—Technical Corrections
SEC. 161. TECRNICAL CORRECTIONS AND CLARIFICA-
TIONS.

(a) Sserron 11 or TAE FEDERAL DErOSIT In-
SURANCE ACT,—Section 11 of the Federal De-
posit Insurgnce Act (12 US.C. 1324 ©
amended— '

11) in subsection (d)i3)(A)
“14)A)" and inserting 147"

(2) in subsection (d)11)B), by strking
“(14)¢C)” and inserting (15118

(3) in subsection fe)3NCIi). by striking
l':‘uguctm tk)” and insertimg “subseclion

14) in subsection e/ 4)!B1itv, by stniing
‘:Mcmu (k)" and inserting ‘“subsectionr
"H)%

(5) in subparogrephs ‘A) and tE1 of sub-
section fe)8), by stnking “pubdsections (d/'9/
and (LeND)” end inserting “subsection
dne"

16) in subsection (R/(9), by striking
and inserting "112/°: and

(7) tn subeection m/11D), by striking
«8)" and inserting 19"

) Crarmcarron or FDIC PCWERS N
FSLIC Resocurion FOND CONSIRVATORSH:®S
AND Rrcrrversarrs.—Section 114‘a) of the
Pederal Deporit [nsurance Act 112 US.C
1821a/a)) is emended by adding ct the end
the following new paragraphs.

“1¢) RIGHTS. POWERS, AND DUTTES. ~Effective
August 10, 1989, the Corporation shall have
gnd duties to carry out
the Corporation’s duties with respect to the
assets and ligbilities of the FSLIC Resdiu-
tion Fund that the Corporution othsmrtie
has under this Act

“1S} CORPORATION AS CONSERVATOR OR Xt:
COIVER.~

“A) IN GENERAL.—E[fective August 1.
1929, the Corporation shall succeed the Fed-
eral Savings and Loan Insurance Corpora-
tion a3 r or receiver with respect
to any depository institution—
of which were insured
before August 10, 1989 by the Federal Sav-
inps and Loan Insurance Corporation. and

“(44) for which & CORIETTGLOT OF recetver
was apposnied defore January 1. 1989.

“(B) RIONTS. POWERS, AND DUTILS.~ When
acting as conservalor or receiver xith re-

itory institution described
the Corporation shall
Ahave all rights. powers, aad duties that the
Corporation otherwue Aas g3 conservator or
fe) CLERICAL AMNENDMENT TO SUBSECTION
HezapinG.—The heading for section 3(uw! of
the Federal Deponit Insurance Act 112 U.S.C.
181310 18 amended by striking “HOLDING
Coapaniss” and inserting “AIFILIATES or D&-
POSITORY INSTTTUTIONS".

(d) FDIC Rimoval PERIOD Mapg CONSIST-
ZNr Wrrn RTC Prason.—Section 9011218/
of the Federal i¢ /msureace Act 112
U.SC 1819(0)12)B)) is amended by insert-
ing “Defore the end of the 9$0-day penwod be-
muunmauwacum.mm or pro-
ceeding s filed apainst the Corporation or
the Corporatiois 3 substituted a3 & party’”
defore the peried.

{¢) CLARDTCATION OF FDIC AuTHORITY T2
Pay Ds Minmus Cruns. —~The 2d sentence of
section 1WA of the Federsl Deposit
syrance Act (12 US.C 182110431 AN

by stnking “The and iasertizy
“Notwithsianding &ny other provuws of

by stnking

3"



