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CREDIT UNIONS &"W TO DEFINE T!-iEIR POWERS; AND REPEALING 

SECTIONS 14-130 THROUGH 14-158, R.C.H. 1947." 

EL IT ENACTED BY THE LEGISLATuRE OF THE STATE OF MONTANA: 

Section 1. Short title. This act shall be known and 

may be cited as the "Hontana Credit Union Act". 

Section 2. Definition and purposes. A credit union is 

a cOO!=Jerative, nonprofit association, incorporated under 

this act, for the purposes of encouraging thrift arr.ong its 

meinbers, creating a source of credit at a fair and 

reasonable rate of interest, and providing an opportunity 

for its members to use and control their own money in order 

to improve their economic ana social condition. 

Section 3. Orsanization procedure. (1) Any seven (7) 

or n.ore residents of this state, of legal age, who have a 

corrmon bond defir.ed in section [15] , rr,ay organize a creC:i t 

union ana becon:e charter members thereof by complyinq with 

this section. 

(2) The subscribers shall execute in duplicate 
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articles of incorporation, which conform to the applicable 

~bntana corporation law, and agree to the terms thereof, 

which articles shall state: 

(a) the name, which shall include the >>ards "credit 

union" and which shall not be the same as that of any other 

existing credit union in this state, and the location where 

the proposed credit union is to have its principal place of 

business; 

(b) that the existence of the credit union is 

perpetual; 

(c) the par value of the shares of the credit union, 

which shall be in five dollar ($5) multiples of not less 

than five dollars ($5), nor more than twenty-five dollars 

( $2 5) ; 

(d) that the credit union shall be organized under 

this act for the purposes set forth therein; 

(e) the names and addresses of the subscribers to the 

articles of incorporation, and the value of shares 

subscribed to by each, which shall be not less than five 

dollars ($5); and 

(f) that the credit union Ray exercise such incidental 

powers as are necessary or requisite to enable it to carry 

on effectively the business for which it is incorporated, 

anci those r;owers "'hich are inherent in the credit union as a 

legal entity. 
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{3) The subscribers shall prepare and adopt bylaws for 

the general government of the credit union consistent with 

this act, and execute the sawe in duplicate. 

(4) The subscribers shall select at least five (5) 

qualified persons who agree tc serve on the board of 

Girectors, and at least three {3) qualified persons who 

agree to serve on tne supervisory committee. A signed 

agreement to serve in these capacities until the first 

annual meeting or until the election of their successors, 

whichever is later, shall be executed by those who so agree. 

This agreement shall be submitted to the director of the 

department of business regulation. 

(5) The subscribers shall forward the articles of 

incorporation and the bylaws to the director of the 

departnent of business regulation. The director may issue a 

certificate of approval, if the articles and the bylaws are 

in conformity with this act and he is satisfied that the 

proposed field of operation is favorable to the success of 

such ~redit union and that the standing of ·the rrovosed 

organizers is such as to give assurance that its affairs 

will be properly administered. He shall return a copy of 

the bylaws and the articles to the applicants or their 

representatives, which shall be preserved in the pe~anent 

files of the credit union. The application shall be acted 

upon within thirty {30) days. The art~cles of incorporation 
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shall then be filec with the secretary of state who, upon 

pay: .. ent of the filinq fees therefor, shall issue c. 

certificate of ir,corp:>ra tion. 

(6) The subscribers for a credit union charter shall 

not transact any business until formal apr-·ro·,ral of the 

c~arter has been received. 

Section 4. Form of articles and l:ylaHs. In order to 

simplify the organization of creoit unions, the director of 

the deparL~ent of business regulation shall cause to be 

prepared a form of articles of incorporation and a form of 

bylaws, consistent with this act, which may be used by 

credit union incorporators for their guidance. Such 

articles of incorporation and bylaws shall be available 

~<.·ithout charge to persons cesiring to organize a credit 

union. 

Section 5. Amendments. (1) The 

incorporation or the bylaws rr;ay be a.cendec 

articles 

as provided 

of 

in 

the bylaws. Amendments to the articles of incorporation cr 

bylaws shall be subir.itted to the director of the Je:partrr;.ent 

of business regulation who shall apFrove or disapprove the 

amendments within sixty (60) days. 

(2) Amendments shall become effective upon approval in 

writing by the director ana no fee shall be charged for such 

approval. 

Sect ion 6. Use of na"'e exclusive. With the exception 
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of a credit union organized under the provisions of this act 

or of any other credit union act, or an association of 

credit unions or a recognized chapter thereof, any Ferson, 

cor~oration, copartnership or association using a name or 

title containing the words "credit union" or any derivation 

thereof or representing theiT.selves in their advertising or 

otherwise as conducting business as a credit union shall be 

fine<:: not more than five hundred dollars ($500) or 

imprisonec not more than one (1) year, or both, and may be 

permane~tly enjoined from usin~ such words in its name. 

Section 7. Office facilities. ( 1) P. credit union rray 

change its place of business \dthin this state upon written 

notice tc the department of business regulation. 

(2) A credit union may share office space with one (1) 

or r.wre credit unions and contract with any person or 

corporation to provide facilities or personnel. 

Section I). Fiscal year. The fiscal year of each credit 

union organized under this act shall end on December 31. 

Section 9. Director of the department of buslnesE 

resulatior.. (1) The cirector shall administer the lav?~ of 

this state relating to credit union~. :le rr.ay appoint cr 

er:.plcy s:..1ch special ass is tan ts, Ceputies 1 exar-.ir.ers, or 

ot~er employees as are necessary for the purpose of 

administering or enforcing this act. 

(2) The cirector may prescribe rules anc regulatior.s 
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for the ad.'11inis tra tion of this act and may establis!":t 

chartering, supervisory and examination fees. 

(3) The director shall, from time to time, issue rules 

and regulations prescribing the minimum amount of surety 

bond coverage and casualty, liability and fire insurance 

required of credit unions in relation to their assets or to 

the money and other personal property involved, or their 

exposure to risk. 

Section 10. Reports. (1) Credit unions organized unaer 

this act shall report to the director annually on or before 

February 1 on forms supplied by him for that purpose. 

Aoditional reports may be resuired. 

(2) A fine of five dollars ($5) for each day a report 

is in arrears shall be levied against the offending credit 

union unless it is excusec for cause by the director. 

Section 11. Examinations. ( 1) The department of 

business ~·esulation shall annually examine or cause to be 

exaffiined each credit union. ~ach credit union and all of 

its officers and agents shall be required to give to 

reFresentatives of the director of the department full 

access to all books, papers, securities, records and other 

sources of information under their control; and for the 

purpose of the exarr,ination the representatives r:-.ay subpoena 

witnesses, administer oaths, compel the giving cf testimony, 

an C.:. rec:uire the submission of cocurr,ent s. 
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(2) A re?ort of the examination shall be fo~'ardec to 

the ex~cutive officer of each creait union within thirty 

(30) days after completion. The reFort shall contain 

conu-nents relative to the n:anagement of the affairs of the 

credit union and also as to the general condition of its 

assets. Within sixty (60) days after the receipt of the 

report, the directors and cor~itteemen shall meet to 

consider matters contained in the report. 

(3) In lieu of making an annual examination of a 

credit union, the director n1ay accept an audit report of the 

condition of the credit union made by an auditor approved by 

ti1e director. The cost of the audit shall be borne by the 

credit union. 

Section l ~. Records. { 1) A credit union shall ntaintain 

all books, records, accounting systems and procedures in 

accordance with such rules as the director from time to tir..e 

rrescribes. In prescribing such rules, the director sb~ll 

consider the relative size of a credit union and its 

reasonable ccpab ility of compliance. 

(2) A credit union is not liable for destroying 

records after the expiration of the record retention time 

prescribec by the director. 

( 3) A photostatic or rhotographic reproduction of any 

··eoit uniot 'ecords shall be c:dtcl csible as eviC:ence of 

~-t ·r.se~- r J.ons with che ..:reO.it ur~ion. 

-7-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

u:: 032b 

Section 13. General powers.;, credit union may: 

(l) make contracts; 

(2) sue and be sued; 

( 3) adopt and use a con.r,:on seal and alter same; 

(4) acquire, lease, hold and dispose of property, 

ei tLer ir. whole or in part, necessar-_; or incidental to its 

operations; 

(5) at the discretion of the board of directors, 

req~ire the payment of an entrance fee or annual membership 

fee, or both, of any person admitted to n:embership; 

(6) receive savings from its members in 

shares or special purpose thrift accounts; 

the form of 

(7) 

provided; 

lend its funds to its members as hereir1 after 

{B) borrow frorr, any source in accordance with policy 

established by the board of directors; 

(9) discount and sell any eligible obliaa~ions, 

subject to rules and regulations prescribec by the C.irector: 

(10) sell all or substantially all of its assets or 

~urchase all or substantially all of the assets of another 

credit union, subject to the approval of the director; 

(11) invest surplus funds as provide<: in this act; 

(12) make deposits in legally chartered banks, savings 

banks, building anc loan associations, savings and loan 

associations, trust companies and central type credit union 

-8-
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organizations; 

(13) assess charges to r.,ernbers in accordance v1ith the 

bylaws for failure tc meet promptly their obliqations to the 

creO.it union; 

(14] hold membership in other credit unions organized 

under this act or other acts, and in other associations and 

organizations composed of credit unions; 

(15) declare dividends and pay interest refunds to 

borrowers as provided in this act; 

(16) collect, receive and disburse monies in connection 

v;ith the sale of negotiable checks, rrconey orders and other 

money type instruments, and for such other purposes as rr,ay 

provide benefit or convenience to its members, and charge a 

reasonable fee for such serv~ces; 

(17) ~erform such tasks and missions as are requested 

oy the feaeral government or this state or any agency or 

political subcivision thereof, when approved by the boara of 

cirectors and not inconsistent with this act; 

(18) contribute to, support or participate in any 

nonprofit service facility whose services will benefit the 

credit union or its r.1err:bership, subJect to such regulations 

as are prescribed by the director; 

( 19) ncake donations or contributions to any civic, 

charitable or community organizations as authorized by the 

board of directors, subject to regulations as are prescribed 
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by the director; or 

(20) purchase or make available insurance for its 

CireCtOrS t off icPrs, agents 1 err,ployeeS and ll'embers. 

Section 14. Incidental powers. A credit union may 

exercise such incidental powers as are granted corporations 

organized under the laws of this state including those that 

are necessary to enable it to promote and carry on most 

effectively its purposes. 

Section 15. Merrbership defined. (1) The membership of 

a credit union shall be limited to and consist of the 

subscribers to the articles of incorporation and such other 

persons within the common bond set forth in the bylaws as 

have been duly admitted members, have paid the required 

entrance fee or membership fee, or both, have subscribed for 

one (1) or more shares, and 

installment thereon, and have 

rec:ruirements as the articles of 

specify. 

have paid the 

complied with 

incorporation 

initial 

such other 

or bylaws 

(2) Credit union membership may include groups having 

bond of similar occupation, association or a corru:non 

interest, or to employees of a comrron employer, and members 

of the irrr,ediate fan.ily of such persons. 

Section 16. Societies-- associations. Societies, and 

copartnerships composed primarily of individuals who are 

elic;ible for mer:ll:>ership, and corporations whose stockholders 
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are corq)oseC: prir:.arily of such incivic:.uals, rr:ay be ac:mittea 

to rr,e;;lb8rship in the san:e manner and under the same 

con6.itions as ir.dividuals, bt•t r:tay not borrow in excess of 

their shareholdings. 

Section 17. Other credit unions. Any credit union 

organize[; under this act may fer:nit rcembership of any other· 

credit union organized under this act or other acts. 

Section 18. Limited income persons. Existing credit 

unions may include within their field of membership limited 

income persons as defined by the director of the department 

of business regulation fer whom credit union services are 

otherw·ise unavailable. 

Section 19. <<ewbers who leave field. ~·embers who leave 

the field of membership may be permitted to retain their 

mewbership in the credit union as a matter of general policy 

of the board of airectors. 

Section 20. Liability of members. The members of the 

credit union shall not be personally or individually liable 

for the payment of its debts. 

Section 21. ~!eetings of ICembers. {1) The annual 

meeting and any special meetings of the members of the 

credit union shall be held at the time, place, and in the 

manner indicated by the bylaws. 

(2) At all such meetings a merrber shall have but one 

(l) vote, irrespective of his shareholdings. No member may 
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vote by proxy, but a r:.er.ber may vote by absentee J:oallot if 

the bylaws of the credit union so provide. 

(3) A society, association, copartnershi~ or 

corporation, having r.embership in the credit union, may be 

represented and have its vote cast by one of its ~embers or 

shareholders, provice<i such person has !::een fully authorizec 

by tile organization's governing body. 

(4) The board of directors may establish a rinimum 

age, not greater than eighteen (18) years of age, as a 

qualification of eligibility to vote at meetings of the 

members, or to hold office, or both. 

Section 22. Election or appointment of officials. (l) 

The creoit union shall be C:irecteC. by a board consisting of 

an odd number of directors, at least five {5) in n~ber, to 

be elected at the annual membership rr:eeting by and from the 

merrbers. All members of the board shall hold office for 

such terrr.s as the bylaws provide. 

(2) The board of cirectors shall appoint a supervisory 

committee of nol · less than three ( 3) members at th<, 

organization meeting and \'.'ithin thirty ( 30) days follm>ir-.g 

each annual :neeting of the r-.er:>bers for such terms as the 

i.J:,la\'.'S provide. 

{3) 'I'he board of directors shall appoint a credit 

COT:1Tilit tee consisting of an odd ntLnlcer, not less than three 

(3), for such terms as the bylaws provide, or in lieu of a 
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creC.i t committee, a credit ;r,anager. 

Section 2 3. Recore of board and committee n:err,bers. 

>Hti-.in fifteen (15) days after election or appointPlent, a 

record of the names and actresses of the members of the 

board, committees and all officers of the credit union shall 

be filed with the department of business regulation on forms 

provic.ed by t:re department. 

Section 24. Vacancies. The board of directors shall 

fill any vacancies occurring in the board until successors 

elected at the next annual meeting have qualified. The 

beard sr.all also fill vacancies in the credit and 

supervisory committees. 

Section 25. Compensation of officials. No officer, 

director, or committee rrember, other than the treasurer, a 

credit manager, or a loan officer may be compensated for his 

servlce as such, but reasonable life, health, accident and 

similar insurance protection for a director or committee 

member shall not be considered compensation. Directors and 

cor.mittee members, while on official business of the credit 

union, may be reimbursed for necessary expenses incidental 

to the performance of the business. 

Section 26. Conflicts of interest. cio director, 

co1mr"i ttee rc:ember, officer, agent or enployee of the credit 

union shall in any manner, directly or indirectly, 

t:articipate ir. the deliberation upon or t~e deterc-ir"aticn of 
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any ~uestion affecting his pecuniary interest or the 

pecuniary interest of any corporation, 

assoc"iation (ether than the credit union) 

directly or indirectly interested. 

Section 2 7. Executive officers. 

partnership, or 

in v.•hich he is 

(l) At their 

organization meeting and within thirty (30) days following 

each annual meeting of the F.embers, the directors shall 

elect frorr," their own number an executive officer, who may be 

designated as chairman of the board or president; a vice 

chairF.can of the board or one (l) or more vice presidents; a 

treasurer; and a secretary. 

may be the same individual. 

The treasurer and the secretary 

The persons so elected shall be 

the executive officers of the corporation. 

(2) The terms of the officers shall be one (1) year, 

or until their successors are chosen and ;1ave duly 

~alified. 

(3) The duties of the officers shall be prescribed in 

the bylaws. 

(4) The boar<' of c,irectors "'ay employ an officer in 

charge of ooera tions 1.-;hose title shall te either presider"t 

anc/or general ~\anager; or, in lieu thereof, the board of 

directors r..ay designate the treasurer or c:n :1ssistunt 

treasurer to o.ct 2.s genEral rranager a."1d be in active chc,rge 

of the aff~irs of che cre~it union. 

::--ection L L. Authcri ty of c~irectors. 'l'he board cf 

-1~-
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0irectors shall have the general 0irection of the business 

affairs, funC.s, ar.d records of the credit union. 

Section ;cg. Lxe cutive cotr.mi ttee. FroB the persons 

electeC. to the board, the board rc1ay appoint an executive 

com!ni ttee of not less than three ( 3) directors who n'ay be 

authorized to act for the boarc in all respects, subject to 

such conoitions anC. limitations as are ;:rescribed by the 

board. 

Eection 30. ~·eetings of directors. The board of 

directors and the executive committee shall meet as often as 

necessary, but one body wust meet at least monthly and the 

other at least quarterly. 

Section 31. Outies of cirectors. It shall be the duty 

of the directors to: 

(1) act upon applications for merobership; or to 

appoint one (1) or morE mEmbership officers to arprove 

conditions as the ar•plications for nceir.bership under such 

board prescribes. A record of a membership officer's 

approval or rlenial of meFbership r:;hall be available to ·th<= 

board of directors for inspection. A person denied 

r.1embership by a nern.bership officer may appeal the denial to 

the board; 

(2) purchase a blanket ficelity bond, in accordance 

with any rules and regulations of the director, to protect 

the credit union against losses caused by occurrences 
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covered therein such as fraud, dishonesty, forsery, 

embezzlement, vis appropriation, misapplication, or 

unfaithful perforrr.ance of duty by a c.irector, officer' 

employee, merrber of ar. official committee, attorney at law, 

or other agent; 

(3) uetermine frmr. time to time the interest rate or 

rates consistent with this act, which shall be charged on 

loans ana to authorize interest refunds, if any, to ~e~bers 

from income earned and received in ~roportion to the 

interest pai~ by them on such classes of loans and under 

such conditions as the board prescribes; 

(4) fix from time to time the noaximum a!ilount \vf:ich 17:ay 

be loaned to any one n~Irber; 

(5) declare dividends on shares in the r,.anner and forrc 

as provided in the bylaws; 

(6) li.mit the nllr.lber of shares which ~ay be owned by a 

mercber, such linlitations to apply alike to all merrbers; 

(7) have charge of the investment cf surplus funds, 

except that the bbard of directors may designate an 

inves tn1ent coE<mi ttee or any (_'ualif ied ir.dividual to ~1ave 

charge of rr,aking investments under controls established by 

the board of directors; 

(G) authorize the employment of such persons necessary 

to carry on the business of the credit union, including the 

credit n:anager, loan officers and auditing assistants 

-16-
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rec:tl.es ted by the supervisory corrmittee; and fix the 

coF,pensation, if ar:ty, of the treasurer and the general 

manager anc provice for compensation for other er.ployees 

within guidelines predetenr.ined by the board of C.irectors; 

( 9) authorize the conveyance of property; 

(10) borrow or lend money to carry on the functions of 

the credit union; 

(11) oesignate a de~ository or depositories for the 

funds of the credit union; 

(12] suspend any or all members of the credit or 

supervisory corwittee for failure to p€rform their duties; 

(13) appoint any special cor.Lll'.ittees deemed necessary; 

ar~d 

{14] perform such other duties as the merrbers frorr. time 

to tir.'e direct, and perform or authorize any action not 

incor.sistent o.·ith this act and not specifically reserved by 

the bylaws for the mer.bers. 

Section 32. Authority of credit committee, The credit 

committee shall have the general supervision of all loans to 

r;~ernbers. 

Section 3 3. ~leeting of creC.i t colTLll'.ittee. Tile creci t 

committee shall meet as often as the business of the crecit 

union requires anG not less frequently than once a r;,onth to 

consider applications for loans. :!o loan shall be rrade 

unless it is approved by a majority cf the con:oittee v.•ho are 
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present at the meeting at which the 

considereo. 

application is 

Section 34. Loan officers •. (ll The credit colTUT.itteE' 

may appoint one (1] or more loan officers and delegate the 

power to approve loans, subject to such limitations or 

conditions as the credit committee prescribes. 

(2) Loan applications not approved by a loan officer 

shall be reviewed and acted upon by the credit committee. 

Section 35. Credit manager. The credit comnittee may 

be dispensed with, and a credit manager empowered to approve 

or disapprove loans under conditions prescribed by the board 

of oirectors. In the event the credit committee is 

dispensed with, the procedures prescribed in sections [32], 

[33] and [34] do not apply, and no loans shall be made 

unless approved by the credit n"anager, except the credit 

manager rr,ay appoint one (1] or more loan officers with the 

power to approve loans, subject to such limitations or 

conditions as he prescribes. 

Section 36. Duties of supervisory comrr,ittee. (1) The 

supervisory comll'i ttee shall I".ake or cause to be made a 

comprehensive annual audit of the books and affairs of the 

credit ~nion and shall submit a report of that audit to the 

beard of cirectors and a su~ary of that report to the 

me;r,bers at the next annual meeting of the credit union. It 

she.ll make or cause to be maO.e such supplen'entary audits or 
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exarc1inations as it cieerrs recessary C·r CIS are required by the 

C.in:ctor or by the boa rei of directors, anci submit reports of 

these supiCler.:er:tary auC:.its to tl:F bourci of directors. 

(2) The SUf-€ rvisory conunittee shall c;ause the accounts 

of the members to be VErifieci with the records of the credit 

unior, fror.. tir.e to tin.e, ana not l€ss frec~ue10tly th<m every 

two (2) years. 

Section 37. Suspension and removal of officials. ( 1) 

·rhe supervisory corrJnittee by a U!'.animous vote Iroay suspeno 

any merrbEor of tile creci t com:.ittee and shall report such 

action to the boarc .. of ci irectors for appropriate action. 

(2) The S'.lpervisOr<.f com.r.,ittee ty a unanir'\ous vote n,ay 

susper.c: any officer or n:ember of the bcarc: of airectors 

un ti 1 .:he next members' meeting, which s;1all be held not 

less than seven (7) nor more than twer.ty-one (21) days after 

such suspensior.. At such meeting the suspension shall be 

acteci upon by the r:cembe rs • 

( 3] Any member of the supervisory corr.mi ttee may be 

rP:moveO. by the boari. cf .J.irE-ctors for failure to perfcrrr. ~is 

a~ties in accordcnce with this act, the articles of 

incorporation, or the l:ylaws. 

Section 38. calling of special rreeting. The 

supervisory com~1ittee by a majorit:: vote uay call a special 

meetinc; of the members to cor.siaer any violation of tl",is 

act, the credit union's charter or bylaws, or any practice 
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of the creC.it union ceemed by the supervisory comTI'.ittee to 

be uns"'fe or unauthorizeo. 

Section 39. Shares. (l) The capital of a credit ' .. m~cr, 

consists of the payments by the !".embers on shares. 

(2) Shares may be subscr ibec to, Faid 

transferred in such manner as the by laws Frescribe. 

(3) A certificate neec not be issued to 

ownership of a share in a credit union. 

fer an C. 

denote 

Section 40. Dividends. (l) At such intervals and for 

such periods as the boarc of directors 

after provision for the requireC. 

directors may declare 6iviaencs to 

nay authorize, an<i 

reserves, the board of 

be paic frorc. the 

unaivideci earnings at such rates anc uFon such classes of 

shares as are determined by the board. Such dividends shall 

be paid on all paid up shares outstanding at the close of 

the period for which the dividend is ceclared. 

( 2) Shares which become fully paid up curi:><; such 

dividend period and are outstanding at the close of the 

period shall be entitleo to· a jOroportionate share o:t sucn 

dividend. 

( 3) Diviuend. credit for a rr.or.th may be accrueti on 

shares which are or oecmce fully paid up auring the first 

fifteen (15) days of that month. 

Section 41. Thrift accounts. Christmas clubs, vacation 

clubs, and other thrift accounts may be operate a under 
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conaitions established by the board of airectors. 

Sect ion 42. ~liners accounts. Shares may be issued to a 

minor who may withdraw the shares including the di videncs 

and interest thereon. Share payments made by a minor and 

•tithdrawals thereof by the minor shall be valid in all 

respects. For such purposes a minor is deemed of full age. 

Section 43. Joint accounts. (1) A member IT~y oesignate 

ar,y r-erson or persons to hole: shares and thrift club 

accounts with him in joint tenancy with the right of 

survivorship, but no joint tenant, unless a member in his 

own ri~ht, shall be permitted to vote, obtain loans, or hold 

office or be resuired to pay an entrance or membership fee. 

(2) Payment of part or all of such accounts to any of 

the joint tenants shall, to the extent of such payment, 

discharge the liability to all. 

Section 44. Trust accounts. (1) Shares may be issued 

in the name of a n,ernber in trust for a beneficiary, 

including a minor, but no beneficiary, unless a meiTber in 

his own right, shall be pennitted to vote, obtain loans, 

hold office or be required to pay an entrance or membership 

fee. 

(2) Payment of part or all of such shares to such 

n.errber shall, to the exter.t of such payment, discharge the 

liability of the credit union to the member and the 

beneficiary, and the credit union shall be under no 
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obligation to see the application of such payment. 

(3) In the event of the death of the member, and if 

shares.are so issued or held and the credit union has been 

given no other written notice of the existence or terms of 

any trust, such shares or deposits and any dividends or 

interest thereon shall be paid to the beneficiary. 

Section 45. Liens. The credit union shall have a lien 

on the shares and accunulated dividends or interest of a 

meml:.er in his individual, joint or trust account, for any 

sum past due the credit union from said member or for any 

loan endorsed by him. 

Section 46. Dormant accounts. (1) If a credit union is 

unable to contact a merrber, beneficiary or other person via 

first class mail at the last address shown on the records of 

the credit union, and if such inability continues for a 

period of more than five (5) years, all shares, accounts, 

dividends, interest and other sums due or standing in the 

name of such member, J::,eneficiary or other person may, by 

action of the board of airectors, be segregated, and 

thereafter no dividends or interest will accrue thereto. 

(2) The r.ember may reclairr. any such sums by proper 

adr.1"ir.is tra ti ve or judicial proceecings or in accordance witt. 

the l'ni fence bi sposi tion of Unclairoed. Property P.ct. 

[3) ~his secticn coes not apply to shares, accounts, 

cividends, interest and other sums due to or standinq in the 
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na..-ne of two (2) or !'lore persons unless the credit union is 

unable to contact any such persons in the manner and during 

the period specified in subsection (l). 

Section 47. Reducticm in shares. (l) Whenever the 

losses of any credit union, resulting from a deprecia·tion in 

value of its loans or investro.ents or othen:ise, exceea its 

undividec earnings an6 reserve fund so that the estir.:ated 

value of its assets is less than the total amount due the 

shareholders, the credit union may by a rc.ajori ty vote of the 

entire membership order a reduction in the shares of each of 

its shareholders to divide the loss proportionately ~ong 

the members • 

(2) If the credit union thereafter realizes from such 

assets a greater amount than \oias fixed by the order of 

reduction, such excess shall be divided proportionately 

among the shareholders whose assets were reduced, but only 

to the extent of such reduction. 

Section 48. Purposes, terms, and interest rate. A 

credit union may loan to r.;embPrs for such purpose -and upon 

such security and terms as the credit committee, credit 

manager, or loan officer approves, at rates of interest not 

exceeding one and one-half percent (1 1/2%) per month on the 

unpaid monthly balances. 

Section 49. Application. Every application fer a loan 

shall be made in writing upon a form, which the credit 
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committee, credit r.Janager, or loan officer prescriber;. ~.!.hE: 

ap~licatior shall state t.he r:urpcse for 1·1hich the loan is 

C...es ire~,. anc the security, if any, o fftreG.. r::.ach loan sLall 

be evidenced by a written document. 

Section 50. Loan lirri t. .'lo loan shall be ~ade to <.n:,• 

member in an assregate m~ount in excess of ten ~ercent (lOb) 

of the creGit union's total assets. 

Section 51. Security. In addition to generally 

accepted tyr:es of security, the endorsement of a note b~· a 

surety, corr.aker or guarantor, or assignment of shares of 

wages, in a manner consister:t with the laws of this state, 

shall be aeerr.eC: security 1d thin the r.1eaning of tt:is act. 

The adec;uacy of any security shall ce deterr.1ineC. ty tr.c 

credit co~E.ittee, credit manager, or loan officer,. sub~ ect 

to this act and the bylaws. 

Section 52. Installments. A rnell'ber rr.ay receive a loan 

in installments, or in one surr., ana may pay the whole or any 

part of his loan on any day on ;,•hich the office of the 

credit union is open for business. 

Section 53. Line of credit. The creai t comrr.ittee or 

credit manager rr:ay approve in acvance upon their own n.ctior. 

or upon ap;:>l ication by a nember, a line of ere di t, and 

advances rcay be granted to each member ;,·ithin the limit of 

such extension of credit. ;·.'here a 1 ir.e of credit has been 

approveo, no additional loan applications are required as 
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long as the aggregate obligation does not exceed the limit 

of such extension of credit. 

Section 54. Other loan programs. (1) A credit union 

may participate in loans to credit union members jointly 

wit;< other credit unions, corporations, or financial 

organizations. 

(2) A credit union rray participate in guaranteed loan 

programs of the federal and state government. 

( 3) A credit union may purchase the conditional sales 

contracts, notes and srrcilar instruments of its members. 

Section 55. Loans to officials. (1) A credit ur.ion may 

make loans to its directors, employees, loan officers, 

credit nanager, and to members of its supervisory and credit 

corrrni ttees, provided that: 

(a) the loan complies ~ith all lawful requirements 

under this act with respect to loans to other borrowers and 

is not on terms more favorable than those extended to other 

borrowers; and 

(b) any such loan or aggregate of loans to any one 

o.irector or comrittee merr"ber which exceeds two thousand five 

huncred dollars ($2,500) plus pledged shares must te 

reported to the board of directors. Loans to directors and 

committee rreY.Obers may Pot excee<i ar" ag9rega te of twenty 

rercent {20%) of unimpaired capital and surplus of the 

credit union. 
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(2) A credit union may permit directors, employees, 

loan officers, credit manager, and members of its 

supervisory and credit committees to act as comakers, 

guarantors or endorsers of loans to other members, except 

when any such loan standing alone or v.hen added to an~' 

outstanding loan or loans to the comaker, quarantor or 

endorser exceeds two thousand five hundred dollars ($2,500), 

approval of the board of directors is required. 

Section 56. Insurance for members. (1) A credit union 

may purchase or make available insurance for its members in 

amounts related to their respective ages, shares, or loan 

balances, or to any corrbination of them. 

Section 57. Liability insurance for officers. A credit 

union may purchase and m"aintain insurance on behalf of any 

person who is or was a director, officer, employee or agent 

of the credit union, or .,ho is or was serving at the request 

of the credit union as a director, officer, employee, or 

agent of another corporation, partnership, joint venture, 

trust or other enterprise against any liability assertec" 

against such person and incurred by such person in any such 

capacity or arising out of such person's status as such, 

wr.ether or not the credit union v<ould CJ.ave the power to 

indemnify such person against such liability. 

Section 58. Share insurance. (1) not later than 

J antoary 1, 19 76, each creoi t union shall aFpl y for insurance 
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on share accounts under the provisions of Title II of the 

National Credit Cnion Act. A credit union which has been 

ceni~d a connitment for insurance of its share accounts 

shq.ll either <iis•olve, :,>erge v;ith a.'lother credit union whicn 

is insured under Title II of the National Credit Union Act, 

or apply in writing within thirty (30) days of denial to the 

director of the departiuent of business regulation for 

adC.itional tir.,e to obtain an insurance cornmitment. 

(2) The director of the department of business 

regulation shall grant additional time for the credit union 

to obtain the insurance commitment upon satisfactory 

evidence that the credit union has r.1ade or is making a 

substantial effort to achieve the conditions precedent to 

issuance of tt.e comF"i trnent. Acieli tional time or times shall 

not extend later than January 1, 1978. 

(3) The director of the department of business 

regulation shall make available reports of condition and 

examination reports to the adroinistrator cf the i"lational 

Credit f,nion .z>.dministration and rc"ay accept any report of 

examination made on behalf of such administrators. The 

director rcay appoir.t the adnini strator of the "ational 

Credit Union .".dr.:inistration as lic_'llicating agent of an 

insured credit union. 

Section 59. Investrent of funds. Funds not used in 

loans to meirbers may be invested: 
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(1) in securities, obligations or other instruments of 

or issued by or fully guaranteed as to principal and 

interest by the United States of i"me:rica, or any agency 

thereof, or in any trust or trusts established for investir,g 

directly or collectively in the same; 

(2) in obligations of ar.y state of the Cnitec' States, 

t:1e District of Colurrbia, the Commonwealth of Puerto Rico, 

and the several territories organized by congress, 

[Olitical subdivisions t!".ereof; 

or an~r 

(3) in certi fica tes of C::epcsi t or r:assbook type 

accounts issueo by a state or national bank, ~utual savings 

bank, building and loan association, or savings and loan 

association; 

(4) in loans to or in shares or de~osits of other 

credit unions; 

(5] in the capital shares, obligations, or rre:ferred 

stock issues of any agency or association organized either 

as a stock coll'pany, Lutual association or membership 

cor~raticn, pr-cviC.eG the rrercbership or stockhvldir-r.Js; as 

the case rc"ay be, of such agency or association are primarily 

confined or restricted to credit unions, or organizations of 

credit ur.ions, ano provided the purposes for v.'hich such 

agency or association is organized are designed rriircaril) to 

service or othen;ise assist credit ur.ion orerations; 

(6) in shares of a cooperative society organized under 

-28-
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the law·s of this state or of the laws of the l:nited States 

in the total ainount not e;:ceeding ten percent (10%) of the 

shares anc surplus of the credit union; 

( 7) in 1 cans to any credit union association or 

corpcratior:, national or state, of •:hich the credit union is 

a r:.ember, except that such investments shall be limited to 

two percent (2%) of the assets of the credit union. 

Section EO. Transfers to regular reserve. (1) 

Iccnediately before the Fa:iillent of each O.ividend, the gross 

earnings of the credit union shall be determined. From this 

amount, there shall be set aside sur.s as a regular reserve 

for contingencies in accordance with the following schedule: 

(a) ten percent ( lG ~) of gross income until the 

regular reserve equals five percent (5%) of the total of 

outstanding loans and risk assets; then 

(b) seven percent (n) of gross income until the 

regular reserve equals six percent (£%) of the total of 

outstanC:.ing loans and risk assets; then 

(c) five percent (5%) of gross income until the 

regular reserve equals seven percent (7%) of the total of 

cutstaneins loans and risk assets. 

(2] ··E12never the regular reserve falls below seven 

percent (7~), six percent (6'o) or five percent (~i) cf ~riE 

total outstanc'ing loans ar:c: risk e-ssets, 3S t::e case n:ay be, 

it si1all be replenished by regular contributions in such 
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arr~unts as are needed to maintain the reserve goals of five 

percent (5%), six percent (6%), or seven percent (7%). 

(3) Any entrpnce fees, charges and transfer fees 

shall, after payment of organization expense, be added to 

the regular reserve. 

Section 61. Use of regular reserve. The regular 

reserve shall belong to the credit union and shall be used 

to meet losses except those resulting from an excess of 

expenses over ~come and shall not be distributed except on 

liquidation of the credit union, or in accordance with a 

plan approved by the director of the department of business 

regulation. 

Section 62. Risk assets defined. For the purpose of 

establishinq the reserves required, 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 loan associations, and credit unions; 

(3) assets which are insured, fully guaranteed as to 

principal and interest, or due frorr the United States 

governmer.t, its agencies, the federal national mortc;age 

association, 

association; 

or the government 

loans to other credit unions; 

national mortgage 

( 4) 

(5) loans to students insured uncer the provision of 
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Title IV, r-art B of the Higher Education Act of 1965, cr 

similar state ir:surance programs; 

( 6] loans insured under Title I of the National 

Housing Act by. the federal housing ad~inistration; 

(7) shares. or deposits in central credit unions 

organized under this act or of any o.t:tter state act or of t·he 

Federal Credit Cnion Act; 

( 8) common trus-t investments which deal in invest."lents 

autho.rized by this act; 

(9) prepaid expenses; 

(10) accrued interest on nonrisk ii1vestments; 

(11) furniture and equipment; and 

(12) land and buildings. 

Section 63. Special reserves. In addition to such 

reBular reserve, special reserves to protect the interest of 

members shall be established: 

(1) when resuired by regulation; or 

(2) when found by the board of directors of the credit 

union or by the director of the departn.ent of business 

regulation, ir_ any special case, ·to be necessary for that 

purpose. 

Section 64. Suspension. (1) If it aFpears that any 

creait union is bankrupt or insolvent, or that it has 

willfully violated this act, or is operating in an unsafe or 

unsoun~ manner, the director of the aepartrnent of business 
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regulation shall issue an oraer tell'.porarily suspending the 

credit union's operations for not less than thirty ( 30 J nor 

r:-co:r·e than sixty (60) days. The board of directors sr,all l:.e 

given notice by registered mail of such suspension, .,,hich 

notice shall include a list of the reasons for such 

suspension, and/or a list of the SFecific violations of this 

act. 

(2) G~on receipt of such suspension notice, the credit 

union shall cease all operations, except those author izea by 

the director. The credit union shall then file with the 

director a reply to the suspension notice, and nay request a 

hearing to present a plan of corrective actions pro)?Osed if 

it desires to continue operations. The board nay request 

that the credit union be declared insolvent and a 

liquidating agent be appointed. 

(3) Cpon receipt fran the suspendea credit union of 

evidence that the conditior,s causir,g the order of susrension 

have been corrected, the director l"ay revoke the suspension 

notice w-,Q permit the- credit union to resume normal 

operations. 

(4) If the director, after issuing r.otice of 

suspension and providing an opportunity for a hearing, 

rejects the credit union's plan to continue operations, he 

may issue a notice of involuntary liq'.Iidation and appoint a 

liquidating agent. The credit union may rec:uest the 
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appropriate =urt to stay execution of such action. 

Involuntary liquidation may not be ordered prior to the 

conclusion of suspension procedures outlined in this 

section. 

(5) If, within the suspension period, the credit union 

fails to answer the suspension notice or request a hearing, 

the director may then revoke the credit union's charter, 

appoint a liquidating agent and liquidate the credit union. 

Section 65. Liquidation. (1) A credit union may elect 

to dissolve voluntarily and liquidate its affairs in the 

manner prescribed in this section and the applicable Montana 

corporation laws. 

(2) The board of directors shall adopt a resolution 

recommending the credit union be dissolved voluntarily, and 

directing that the suestion of liquidation be submitted to 

the mer,bers. 

( 3) <h thin ten (10) days after the board of directors 

aecices to submit the question of liquidation to the 

shall notify the director of the 

regulation thereof in writing, 

mer:abers, the 

de;cart:,:ent of 

settiEg forth 

presiG.er.t 

business 

the reasons for the proposed action. ~~li thir~ 

ten ( 10) days after the rceJCbers act on the question of 

liquidation, the president shall notify the director in 

wr i tir:>c; as to >:l"'ether or net the litembers approved the 

i·ropcsed 1 iquidation. 
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(4) As soon as the board of directors decides to 

submit the question of liquidation to the members, payment 

on shares, withdrawal of shares, making any transfer cf 

shares to loans and interest, making investments of any 

kind, and granting loans shall be suspended pending cction 

by members on the proposal to liquidate. On approval by the 

members of such proposal, all such business transactions 

shall be permanently discontinued. Necessary expenses of 

operation shall, however, continue to be paid on 

authorization of the board of directors or liquidating agent 

during the period of liquidation. 

(5) For a credit union to enter voluntary li~uidation, 

approval by a majority of the members 

tv;o-thircs {2/3) majority of the 

regular or special meeting of the 

in writing or by a 

rr"embers present at a 

members is required, 

\•/here authorization for liquidation is to be obtained at a 

meeting of the merobers, notice in ~;riting shall be given to 

each member, by first class mail, at least ten ( 10) days 

prior to such Meeting. 

( 6) A liq•.1iaating creC:.i t union shall continue in 

exister.ce for the :cuq:ose of discharging its c;ebts, 

collecting and distributing its assets, and doing all acts 

rec;uired iy; orO.er to wind up its business and r:.ay sue and be 

suec~ fer the ;ur1--ose of er .. forcir~g such Cebts and obligations 

until its affairs are fully adjusted. 
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(7) The board of directors of the liguidatir,g ager>t 

shall use the assets of the credit union to pay: 

(a) expenses incidental to liquidating, including any 

surety bond that may be required; 

(b) any liability due nonmembers; and 

(c) deposits and special purpose thrift accounts as 

provided in this act. 

Assets then remaining shall be distributeo to the 

mei!lbers proportionately to the shares held by each mewber as 

of the date dissolution >las voted. 

(8) As soon as the board of directors or the 

liquidating agent determines that all assets from which 

there is a reasonable expectancy of realization have been 

liquidated and distributed as set forth in this section, 

they shall execute a certificate of dissolution on a form 

prescribed by the department of business regulation and file 

the same, together with all pertinent books and records of 

the liquidating credit union, vlith the department of 

business regulation whereupOn such credit union shall be 

dissolved. 

Section 6 6. ~\erger. (1) Any credit union t'lay with the 

a~proval of the director of the department of business 

regulation, and compliance with the applicable Montana 

corporation law, merge with another credit union under the 

existing charter of the other credit union, pursuant to any 
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plan asre2d UJ:Con by the majority a= each !:card of directors 

of each creC it union joining in the :llerger 1 and aftJ:-:!:'OV£.d by 

the affirmative vote of a majority of the members cf the 

mergir,g credit union present at a meeting of its mer..bers 

duly called for such purpose. 

(2) After agreement by the 3irectors and ancroval by 

the ;r,embers oc" the Jeerg ing cre<.:i t union, the Fres ident and 

secretary of the credit union shall execute a certificate of 

:oerger, which sr_all set forth all of the follm·ing: 

(a) the time and place of the r<':ct in(l" of the board of 

oirectors at ... ~,ich the plan Kas agreed upon; 

(b) th€ vote in favor of the adoption 8f the plan; 

(c) a copy of the resolution or other action by which 

the plan \>'as agre.ed upcn; 

(d) the time and place of the reetinc; of the nembers 

at which the r·lan agreed upon v1as approved; and 

(e) the vote by w:,ich tLe rlan v:as aprroved :t-y tt-.e 

rc\err.Oers. 

(3) Such certificate ctnt'i a copy ot the plar. of ,nerger 

agreed upon shall be forwarc'eu to the cirector, certified by 

him, and returnLd to both credit unions within thirty ( 30) 

days. 

( 4) \.J;:or; return of the certificate fror.1 the ceirector, 

all property r ishts, anC !l.errbers' ir.terest of thE' r-'ers;ec 

credit union shall vest in the survivir;g credit union 
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without c.eeC:, enC:orseiier.t or other instrun··ent cf transfer, 

anc all debts, obligations and liabilities of the merged 

credit ur.ion shall be deemed to have been assumed by the 

surviving credit unior. ur.der whose charter the !i1erger <Jas 

effected. 'l'he ri<>hts and I-·rivileges of the n•ernbers of the 

merc;eC: creai t union shall rerr.ain intact. 

[ 5) This section shall be construe<i whenever [XlSS ible 

to rermit a credit union chartered under any other act to 

merc;e ,.,ith or.e cnartcrec under this act, or to pe=it one 

chartered under this act to merge wiLh one chartered under 

any other act. 

Section 67. Conversion of charter. [1) A credit union 

chartered un<ier the laws of this state may be converted to a 

creait tm ion chartered unC:er the laws of any other state or 

unaer the laws of the united States, subject to regulations 

issued by the director of the department of business 

regulation. 

(2} A credit union chartered under the laws of the 

L1itec States or of c.ny other state r.'ay convert to a credit 

union chartered under the laws of this state. 7o effect 

such a conversion, a credit union rr;us t comply with dll the 

requirerr.ents of the jurisdiction uncer which it \·:as 

originally chartered anci the requireoer.ts of the airector cf 

the aepartment of business regulation and file proof of such 

corcr:l iance with said director. 
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Section 6f. Organization. ?ny central credit union may 

be organized and operate<i under this act and subject to all 

such provisions not inconsistent with this article. St1ch 

credit union shall use the term "central" in its official 

nan"e. 

Section 69. Membership. Membership in such central 

credit union may include, but not be limited to: 

(1) credit unions orqanized and operating 

act or under any other credit union act; 

under 

(2) officers, directors, comnittee r.~et.tbers 

this 

and 

er.tployees of such credit unions; officials and employees of 

any association of credit unions; and err.ployees of federal 

or state government agencies responsible for the supervision 

of credit unions in this state; 

(3} organizations ana associations of those persons or 

organizations enumerated in subsections (1) and (2); 

(4) employees of an err-r~·loyer <~ith insufficient numbers 

to form or conduct the affairs of a separate credit union; 

(:,] persons in the field of r.'erabership of liquidatec 

credit unior,s or of credit ur.icns which have enterec into or 

are about to enter into voluntary or iEvoluntary 1 ic;uidation 

_r::.rocee..c...lnc;s; or 

( t l rr.erbers 

c::alifieC above~ 

of the i:rr,eCizte fanilies of ell ~·.e:ctb-:rs 

Section 70. Votir~ rer.rese~tative. ra=h credit union 
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be coning a rr.er.lber of such central crecii t union r.:ay 6esi~::~nate 

onE (l) person to be its voting representative in the 

central credit union, which person s.l-tall te C:esignated ty 

the board of directors of th.o merrcer credit union. Such 

voting representative shall be elig:ible to hold office in 

the central credit union as if such person were himself a 

r,;em.ber of the central credit union. 

Section 71. Additional rights and ~wers. (l) A 

central credit union shall have all of the rights and powers 

of any other crecit union organized under this act and the 

additional rights and power specified in this section, 

notwitt,standinc; any limitations or restrictions found 

elsewhere in this act. 

(2) A central credit union may make loans to other 

credit unions; FUrchase shares of and make deposits in other 

credit unions; and obtain or acquire the assets and 

liabilities of any credit union operating in this state 

which enters into liquidation. 

( 3) A central credit union may invest in and grant 

loans to associations of credit unions, central funds of 

credit unions or organizations chartered to provide service 

to credit unions. 

(4] A central credit union may borrow money and accept 

from any source, and issue notes or cebentures. 

Section 72. Taxation. >~1 credit unions organized 
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unCer this or any ot_iJer cr£Cit union act shall have the same 

imr::unity from state and local taxation tl1at federal crecir 

unions have fror:: time to tin',e un<ier tho la\>'S of the Cnitec 

States. 

Section 73. Stock transfer taxes. The shares of any 

credit unlon shall not be sub j <:ct to st=k trans fer taxes, 

e~ tLer y.-her. issued or ~.,...rhen t.r ... "!ns fer red :ron:. one ::!e.r.-~E:r to 

another. 

Section 74. Participation itc sovernment t:rosrams. The 

participation by a credit ur-,ion in any government rrosram 

providing unerl'ployrent, social security, old age per,sion or 

other benefits shall not be c'ee:e1ec a wcciver of the taxatior; 

exemption hereby qrantec'. 

Section 75. Instruction in schools. :·:ith the consent 

and under the oirection of the state sur:-erintendent of 

public instruction, the orsanization, r_-.anagerr~eE t, and 

extension of crecit ur.icr-"s as set fort!"'~ in this act r·ay be 

taught if. the public schools of this state. 

Section 76. AdCitionnl ~OWC:rs of Cirector. In iH.-:dition 

to any cnc all Other pm•Iers r . .:eretO fore '}ran te(. tc thE: 

director of the ctepartr,e~t of tusiness resulation, the 

director shall have the pc\..,Ter to authorize an:: cre{it llnior. 

to er:s=as-e ir.. any activity ir: 'i·::b_ich such credit union could 

eP?a.gc v.-cre t~1ey OFeratin~ as 2. federal chartered creci t 

union at the time such authority is cranted, i:>cludins tut 

-40-

#'r3"? 



LC 0328 

1 not without limitation because of enumeration the power to 

2 do any act, and own, fOSSess and carry as assets, property 

3 of such character including stocks, bonds or other 

-< aebentures which, at the time the authority is granted, are 

5 authorized under federal laws and regulations for 

6 transactions by federal credit unions notwithstanding any 

7 restrictions elsewhere contained in the statutes of the 

S state of :'lontana. Upon receipt of a "'ritten request from 

9 ar.y state chartered credit union, the director shall 

10 exercise such power by the issuance of a special order 

11 therefor if he deems it reasonably required to preserve and 

12 protect the welfare of such an institution and promote the 

13 general econorcy of this state. 

14 Section 77. It is the intent of the legislature that 

15 if a part of this act is invalid, all valid parts that are 

16 severable from the invalid part remain in effect. If a part 

17 of this act is invalid in one or more of its applications, 

18 the part remains in effect in all valid applications that 

19 are severable from the invalid applications. 

20 Section 78. Sections 14-130 through 14-158, R.C.E. 

21 1947, are repealed. 
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Approved by Committee 
on Business and Industry 

HOUSE BILL c<O. 67 

INTRODUCED BY MANUEL, SHELDEN, GERKE, FAGG, STOLTZ, 

MENAHAN, W. BAETH, GUNDERSON, LYNCH, HARPER, HUENNEKENS, 

LUEBECK, FLEMING, O'CONNELL, R. BAETH, HAGEMAN, 

BARD&~OUVE, JOHNSTON 

A BILL FOR ~ ACT ENTITLED: "AN ACT TO PROVIDE FOR THE 

ORGANIZATION, OPERATION, &~D SUPERVISION OF COOPERATIVE, 

NONPROFIT THRIFT AND CREDIT ASSOCIATIONS TO BE KNOWN AS 

CREDIT UNIONS AND TO DEFINE THEIR POWERS; &~D REPEALING 

SECTIONS 14-130 THROUGH 14-158, R.C.M. 1947." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act shall be known and 

may be cited as the "Montana Credit Union Act". 

Section 2. Definition and purposes. A credit union is 

a cooperative, nonprofit association, incorporated under 

this act, for the purposes of encouraging thrift among its 

members, creating a source of credit at a fair and 

reasonable rate of interest, and providing an opportunity 

for its memoers to use and control their own money in order 

to improve their economic and social condition. 

Section 3. Organization procedure. (1) Any seven (7) 

or more residents of this state, of legal age, who have a 

common bond defined in section [15], may organize a credit 
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union and become charter ma~ers thereof by complying with 

this section. 

(2) The subscribers shall execute in duplicate 

articles of incorporation, which conform to the applicable 

Nontana corporation law, and agree to the terms thereof, 

which articles shall state: 

(a) the name, which shall include the words •credit 

union" and which shall not be the same as that of any other 

existing credit union in this state, and the location where 

the proposed credit union is to have its principal place of 

business; 

(b) that the existence of the credit union is 

perpetual; 

(c) the par value of the shares of the credit union, 

which shall be in five dollar ($5) multiples of not less 

than five dollars ($5), nor more than twenty-five dollars 

($25); 

(d) that the credit union shall be organized under 

this act for the purposes set forth therein; 

(e) the names and addresses of the subscribers to the 

articl8s of incorporation, and the value of shares 

subscribed to by each, which shall be not less than five 

dollars ($5); and 

(f) that the credit union may exercise such incidental 

powers as are necessary or requisite to enable it to carry 
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on effectively the business for which it is incorporated, 

and those powers which are inherent in the credit union as a 

legal entity. 

(3) The subscribers shall prepare and adopt bylaws for 

the general government of the credit union consistent with 

this act, and execute the s~me in duplicate. 

(4) Tne subscribers shall select at least five (5) 

qualified persons who agree to serve on the board of 

directors, and at least three (3) qualified persons who 

agree to serve on the supervisory committee. A signed 

agreement to serve in these capacities until the first 

annual meeting or until the election of their successors, 

whichever is later, shall be executed by those who so agree. 

This agreement shall be submitted to the director of the 

department of business regulation. 

(5) The subscribers shall 

incorporation and the bylaws 

forward 

to the 

the articles 

director of 

of 

the 

department of business regulation. The director may issue a 

certificate of approval, if the articles and the bylaws are 

in conformity with this act and he is satisfied that the 

proposed field of operation is favorable to the success of 

such credit union and that the standing of the proposed 

organizers is such as to give assurance that its affairs 

will be properly administered. He shall return a copy of 

the bylaws and the articles to the applicants or their 
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representatives, which shall be preserved in the permanent 

files of the credit union. The application shall be acted 

upon within thirty (30) days. The articles of incorporation 

shall then be filed with the secretary of state who, upon 

payment of the filing fees therefor, shall issue a 

certificate of incorporation. 

(6) The subscribers for a credit union charter shall 

not transact any business until formal approval of the 

charter has been received. 

Section 4. Form of articles and bylaws. In order to 

simplify the organization of credit unions, the director of 

the department of business regulation shall cause to be 

prepared a form of articles of incorporation and a form of 

bylaws, consistent with this act, which may be used by 

credit union incorporators for their guidance. Such 

articles of incorporation and bylaws shall be available 

without charge to persons desiring to organize a credit 

union. 

Section 5. Amendments. (l) The articles of 

incorporation or the bylaws may be amended as provided in 

the bylaws. Amendments to the articles of incorporation or 

bylaws shall be submitted to the director of the department 

of business regulation who shall approve or disapprove the 

amendments within sixty (60) days. 

(2) Amendments shall become effective upon approval in 
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vrriting by the director and no fee shall be charged for such 

approval. 

Section 6. use of name exclusive. With the exception 

of a credit union organized under the provisions of this act 

or of any other credit union act, or an association of 

credit unions or a recognized chapter thereof, any person, 

corporation, copartnership or association using a name or 

title containing the words •credit union" or any derivation 

thereof or representing themselves in their advertising or 

otherwise as conducting business as a credit union shall be 

fined not more than five hundred dollars ($500) or 

imprisoned not more than one (l) year, or both, and may be 

permanently enjoined from using such words in its name. 

Section 7. Office facilities. (l) A credit union may 

change its place of business within this state upon written 

notice to the department of business regulation. 

(~) A credit union may share office space with one (l) 

or more credit unions and contract with any person or 

corporation to provide facilities or personnel. 

Section B. £iscal year. The fiscal year of each credit 

union organized under this act shall end on December 31. 

Section 9. Director of the department of business 

regulation. {l) The director shall administer the laws of 

this state relating to credit unions. He may appoint or 

employ such special assistants, deputies, examiners, or 
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other employees as are necessary for the purpose of 

administering or enforcing this act. 

(2) The director may prescribe rules and regulations 

for the administration of this act and may establish 

chartering, supervisory and examination fees. 

(3) The director shall, from time to time, issue rules 

and regulations prescribing the minimum amount of surety 

bond coverage and casualty, liability and fire insurance 

required of credit unions in relation to their assets or to 

the money and other personal property involved, or their 

exposure to risk. 

Section 10. Reports. (l) Credit unions organized under 

this act shall report to the director annually on or before 

February l on forms supplied by him for that purpose. 

Additional reports may be required. 

(2) A fine of five dollars ($5) for each day a report 

is in arrears shall be levied against the offending credit 

union unless it is excused for cause by the director. 

Section ll. Examinations. (1) The department of 

business regulation shall annually examine or cause to be 

examined each credit union. Each credit union and all of 

its officers and agents shall be required to give to 

representatives of the director of the department full 

access to all books, papers, securities, records and other 

sources of information under their control; and for the 
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purpose of the examination the representatives may subpoena 

witnesses, administer oaths, compel the giving of testimony, 

and require the submission of documents. 

(2) A report of the examination shall be forwarded to 

tr1e executive officer of each credit union within thirty 

(30) days after completion. The report shall contain 

comments relative to the management of the affairs of the 

credit union and also as to the general condition of its 

assets. Within sixty (60) days after the receipt of the 

report, the directors and committeemen shall meet to 

consider matters contained in the report. 

{3) In lieu of making an annual examination of a 

credit union, the director may accept an audit report of the 

condition of the credit union made by an auditor approved by 

the director. The cost of the audit shall be bOrne by the 

credit union. 

Section 12. Records. (l) A credit union shall maintain 

all books, records, accounting systems and procedures in 

accordance with such rules as the director from time to time 

prescribes. 

consider the 

In prescribing such rules, the director shall 

relative size of a credit union and its 

reasonable capability of compliance. 

(2) A credit union is not liable for destroying 

records after the expiration of the record retention time 

prescribed by the director. 
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{3) A photostatic or photographic reproduction of any 

credit union records shall be admissible as evidence of 

transactions with the credit union. 

Section 13. General powers. A credit union may: 

(l) make contracts; 

(2) sue and be sued; 

(3) adopt and use a common seal and alter same; 

(4) acquire, lease, hold and dispose of property, 

either in whole or in part, necessary or incidental to its 

operations; 

(5) at the discretion of the board of directors, 

require the payment of an entrance fee or annual membership 

fee, or both, of any person admitted to membership; 

(6) rec~ive savings from its members in the form of 

shares or special purpose thrift accounts; 

(7) lend its funds to its members as hereinafter 

provided; 

(8) borrow from any source in accordance with policy 

established by the board of directors; 

(9) discount and sell any eligible obligations, 

subject to rules and regulations prescribed by the director; 

(10) sell all or substantially all of its assets or 

purchase all or substantially all of the assets of another 

credit union, subject to the approval of the director; 

(11) invest surplus funds as provided in this act; 
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(12) make deposits in legally chartered banks, savings 

banks, building and loan associations, savings and loan 

associations, trust companies and central type credit union 

organizations; 

(13) assess charges to members in accordance with the 

bylaws for failure to meet promptly their obligations to the 

credit union; 

{14) hold membership in other credit unions organized 

under this act or other acts, and in other associations and 

organizations composed of credit unions; 

(15) declare dividends and pay interest refunds to 

borrowers as provided in this act; 

(16) collect, receive and disburse monies in connection 

with the sale of negotiable checks, money orders and other 

money type instruments, and for such other purposes as may 

provide benefit or convenience to its members, and charge a 

reasonable fee for such services, BUT NOT INCLUDING CHECKING 

ACCOUNT SERVICES; 

(17) perform such tasks and missions as are requested 

by the federal government or this state or any agency or 

political subdivision thereof, when approved by the board of 

directors and not inconsistent with this act; 

(18) contribute to, support or participate in any 

nonprofit service facility whose services will benefit the 

credit union or its membership, subject to such regulations 
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as are prescribed by the director; 

(19) make donations or contributions to any civic, 

charitable or community organizations as authorized by the 

board of directors, subject to regulations as are prescribed 

by the director; or 

(20) purchase or make available insurance for its 

directors, officers, agents, employees and members. 

HOWEVER, THE CREDIT UNION SHALL NOT ENGAGE, DIRECTLY OR 

INDIRECTLY, IN THE SALE OR BUSINESS OF INSU~~CE, OTHER T~~ 

ON LIFE ON SHARES AND LOANS. 

Section 14. Incidental powers. A credit union may 

exercise such incidental powers as are granted corporations 

organized under the laws of this state including those that 

are necessary to enable it to promote and carry on most 

effectively its purposes. 

Section 15. Membership defined. (1) The membership of 

a credit union shall be limited to and consist of the 

subscribers to the articles of incorporation and such other 

persons within the common bond set forth in the bylaws as 

have been duly admitted members, have paid the required 

entrance fee or membership fee, or bOth, have subscribed for 

one (l) or more shares, and have paid the initial 

installment thereon, and have complied with such other 

requirements as the articles of 

specify. 
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(2) Credit union membership may include groups having 

a common bond of similar occupation, association or 

interest, or to employees of a common employer, and members 

of the immediate family of such persons. 

Section 16. Societies -- associations. Societies, and 

copartnerships composed primarily of individuals who are 

eligible for membership, and corporations whose stockholders 

are composed primarily of such individuals, may be admitted 

to membership in the same manner and under the same 

conditions as individuals, but may not borrow in excess of 

their shareholdings. 

Section 17. Other credit unions. Any credit union 

organized under this act may permit membership of any other 

credit union organized under this act or other acts. 

Section 18. Limited income persons. Existing credit 

unions may include within their field of membership limited 

income persons as defined by the director of the department 

of business regulation for whom credit union services are 

otherwise unavailable. 

Section 19. /."!embers who leave field. Members who leave 

the field of membership may be permitted to retain their 

membership in the credit union as a matter of general policy 

of the bOard of directors. 

Section 20. Liability of members. The members of the 

credit union shall not be personally or individually liable 
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for the payment of its debts. 

Section 21. Meetings of members. (1) The annual 

meeting and any special meetings of the members of the 

credit union shall be held at the time, place, and in the 

manner indicated by the bylaws. 

(2) At all such meetings a member shall have but one 

(1) vote, irrespective of his shareholdings. No member may 

vote by proxy, but a member may vote by absentee ballot if 

the bylaws of the credit union so provide. 

(3) A society, association, copartnership or 

corporation, having membership in the credit union, may be 

represented and have its vote cast by one of its members or 

shareholders, provided such person has been fully authorized 

by the organization's governing body. 

{4) The board of directors may establish a minimum 

age, not greater than eighteen 

qualification of eligibility 

(18) years of age, as a 

to vote at meetings of the 

members, or to hold office, or both. 

Section 22. Election or appointment of officials. {1) 

The credit union shall be directed by a board consisting of 

an odd number of directors, at least five (5) in number, to 

be elected at the annual membership meeting by and from the 

members. All members of the board shall hold office for 

such terms as the bylaws provide. 

(2) The board of directors shall appoint a supervisory 
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committee of not less than three (3) members at the 

organization meeting and within thirty {30) days following 

each annual meeting of the members for such terms as the 

bylaws provide. 

(3) The board of directors shall appoint a credit 

committee consisting of an odd number, not less than three 

(3), for such terms as the bylaws provide, or in lieu of .a 

credit committee, a credit manager. 

Section 23. Record of bOard and committee members. 

Within fifteen (15) days after election or appointment, a 

record of the names and addresses of the members of the 

bOard, committees and all officers of the credit union shall 

oe filed with the department of business regulation on forms 

provided by the department. 

Section 24. Vacancies. The board of directors shall 

fill any vacancies occurring in the board until successors 

elected at the next annual meeting have qualified. The 

bOard shall also fill vacancies in the credit and 

supervisory committees. 

Section 25. Compensation of officials. No officer, 

director, or committee member, other than the treasurer, a 

credit manager, or a loan officer may be compensated for his 

service as such, but reasonable life, health, accident and 

similar insurance protection for a director or committee 

member shall not be considered compensation. Directors and 
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committee members, while on official business of the credit 

union, may be reimbursed for necessary expenses incidental 

to the performance of the business. 

Section 26. Conflicts of interest. No director, 

committee member, officer, agent or employee of the credit 

union shall in any manner, directly or indirectly, 

participate in the deliberation upon or the determination of 

any question affecting his pecuniary interest or the 

pecuniary interest of any corporation, partnership, or 

association (other than the credit union) in which he is 

directly or indirectly interested. 

Section 27. Executive officers. ( 1) At their 

organization meeting and within thirty (30) days following 

each annual meeting of the members, the directors shall 

elect from their own number an executive officer, who may be 

designated as chairman of the board or president; a vice 

chairman of the board or one (1) or more vice presidents; a 

treasurer; and a secretary. The treasurer and the secretary 

may be the same individual. The persons so elected shall be 

tne executive officers of the corporation. 

(2) The terms of the officers shall be one (1) year, 

or until 

qualified. 

their successors are chosen and have duly 

(3) The duties of the officers shall be prescribed in 

the bylaws. 
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(4) The board of directors may employ an officer in 

charge of operations whose title shall be either president 

and/or general manager; or, in lieu thereof, the board of 

directors may designate the treasurer or an assistant 

treasurer to act as general manager and be in active charge 

of the affairs of the credit union. 

Section 28. Authority of directors. The board of 

directors shall have the general direction of the business 

affairs, funds, and records of the credit union. 

Section 29. Executive committee. From the persons 

elected to the board, the board may appoint an executive 

committee of not less than three (3) directors who may be 

authorized to act for the board in all respects, subject to 

such conditions and limitations as are prescribed by the 

board. 

Section 30. Meetings of directors. The board of 

directors and the executive committee shall meet as often as 

necessary, but one body must meet at least monthly and the 

other at least quarterly. 

Section 31. Duties of directors. It shall be the duty 

of the directors to: 

(1) act upon applications for membership; or to 

appoint one (1) or more membership 

applications for membership under 

board prescribes. A record of 
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approval or denial of membership shall be available to the 

board of directors for inspection. A person denied 

membership by a membership officer may appeal the denial to 

the board; 

(2) purchase a blanket fidelity bond, in accordance 

with any rules and regulations of the director, to protect 

the credit union against losses caused by occurrences 

covered therein such as fraud, dishonesty, forgery, 

embezzlement, misappropriation, misapplication, or 

unfaithful performance of duty by a director, officer, 

employee, member of an official committee, attorney at law, 

or other agent; 

(3) determine from time to time the interest rate or 

rates consistent with this act, which shall be charged on 

loans and to authorize interest refunds, if any, to members 

from income earned and received in proportion to the 

interest paid by them on such classes of loans and under 

such conditions as the board prescribes; 

(4) fix from time to time the maximum amount which may 

be loaned to any one member; 

(5) declare dividends on shares in the manner and form 

as provided in the bylaws; 

(6) limit the number of shares which may be owned by a 

member, such limitations to apply alike to all members; 

(7) have charge of the investment of surplus funds, 
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except that the bOard of directors may designate an 

investment committee or any qualified individual to have 

charge of making investments under controls established by 

the board of directors; 

(8) authorize the employment of such persons necessary 

to carry on the business of the credit union, including the 

credit manager, loan officers and auditing assistants 

requested by 

compensation, 

the 

if any, 

supervisory committee; 

of the treasurer and 

and fix the 

the general 

manager and provide for compensation for other employees 

within guidelines predetermined by the board of directors; 

(9) authorize the conveyance of property; 

(10) bOrrow or lend money to carry on the functions of 

the credit union; 

(11) designate a depository or depositories for the 

funds of the credit union; 

(12) suspend any or all members of the credit or 

supervisory committee for failure to perform their duties; 

(13) appoint any special committees deemed necessary; 

and 

(14) perform such other duties as the members from time 

to time direct, and perform or authorize any action not 

inconsistent with this act and not specifically reserved by 

the bylaws for the members. 

Section 32. Authority of credit committee. The credit 
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committee shall have the general supervision of all loans to 

members. 

Section 33. Meeting of credit committee. The credit 

committee shall meet as often as the business of the credit 

union requires and not less frequently than once a month to 

consider applications for loans. No loan shall be made 

unless it is approved by a majority of the committee who are 

present at the meeting at which the application is 

considered. 

Section 34. Loan officers. (1) The credit committee 

may appoint one (1) or more loan officers and delegate the 

power to approve loans, subject to such limitations or 

conditions as the credit committee prescribes. 

(2) Loan applications not approved by a loan officer 

shall be reviewed and acted upon by the credit committee. 

Section 35. Credit manager. The credit committee may 

be dispensed with, and a credit manager empowered to approve 

or disapprove loans under conditions prescribed by the board 

of directors. In the event the credit committee is 

dispensed with, the procedures prescribed in sections [32), 

[33] and [34] do not apply, and no loans shall be made 

unless approved by the credit manager, except the credit 

manager may appoint one (1) or more loan officers with the 

power to approve loans, subject to such limitations or 

conditions as he prescribes. 
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Section 36. Duties of supervisory committee. (1) The 

supervisory committee shall make or cause to be made a 

comprehensive annual audit of the books and affairs of the 

credit union and shall submit a report of that audit to the 

board of directors and a summary of that report to the 

members at the next annual meeting of the credit union. It 

shall make or cause to be made such supplementary audits or 

examinations as it deems necessary or as are required by the 

director or by the board of directors, and submit reports of 

these supplementary audits to the board of directors. 

(2) The supervisory committee shall cause the accounts 

of the members to be verified with the records of the credit 

union from time to time, and not less frequently than every 

two (2) years. 

Section 37. Suspension and removal of officials. (1) 

The supervisory committee by a unanimous vote may suspend 

any member of the credit committee and shall report such 

action to the board of directors for appropriate action. 

(2) The supervisory committee by a unanimous vote may 

suspend any officer or member of the board of directors 

until the next members' meeting, which shall be held not 

less than seven (7) nor more than twenty-one (21) days after 

such suspension. At such meeting the suspension shall be 

acted upon by the members. 

(3) Any member of the supervisory committee may be 
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removed by the board of directors for failure to perform his 

duties in accordance with this act, the articles of 

incorporation, or the oylaws. 

Section 38. Calling of special meeting. The 

supervisory committee by a majority vote may call a special 

meeting of the members to consider any violation of this 

act, the credit union's charter or bylaws, or any practice 

of the credit union deemed by the supervisory committee to 

be unsafe or unauthorized. 

Section 39. Shares. (1) The capital of a credit union 

consists of the payments by the members on shares. 

(2) Shares may be subscribed to, paid for and 

transferred in such manner as the bylaws prescribe. 

(3) A certificate need not be issued to denote 

ownership of a share in a credit union. 

Section 40. Dividends. (1) At such intervals and for 

such periods as the board of directors may authorize, and 

after provision for the required reserves, the bOard of 

directors may declare dividends to be paid from the 

undivided earnings at such rates and upon such classes of 

shares as are determined by the board. Such dividends shall 

be paid on all paid up shares outstanding at the close of 

the period for which the dividend is declared. 

(2) Shares which become fully paid up during such 

dividend period and are outstanding at the close of the 
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period shall be entitled to a proportionate share of such 

dividend. 

(3) Dividend credit for a month 

shares which are or become fully paid up 

fifteen (15) days of that month. 

may be accrued on 

during the first 

Section 41. Thrift accounts. Christmas clubs, vacation 

clubs, and other thrift accounts may be operated under 

conditions established by t:.--,e board of directors. 

Section 42. Minors accounts. Shares may be issued to a 

minor who may withdraw the shares including the dividends 

anCI. interest thereon. Share payments made by a minor and 

·,.;ithdrawals thereof by the minor shall oe valid in all 

respects. For such purposes a minor is deemed of full age. 

Section 43. Joint accounts. (1) A member may designate 

any person or persons to hold shares and thrift club 

accounts with him in joint tenancy with the right of 

survivorship, but no joint tenant, unless a member in his 

own right, shall be permitted to vote, obtain loans, or hold 

office or be required to pay au entrance or membership fee. 

(2) Payment of part or all of such accounts to any of 

the joint tenants shall, to the extent of such payment, 

discharge the liability to all. 

Section 44. Trust accounts. (l) Shares may be issued 

in the nw~e of a member in trust for a beneficiary, 

including a minor, but no beneficiary, unless a member in 
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his own right, shall be permitted to vote, obtain loans, 

hold office or be required to pay an entrance or membership 

fee. 

(2) Payment of part or all of such shares to such 

member shall, to the extent of such payment, discharge the 

liability of the credit union to the member and the 

beneficiary, and the credit union shall be under no 

obligation to see the application of such payment. 

(3) In the event of the death of the member, and if 

shares are so issued or held and the credit union has been 

given no other written notice of the existence or terms of 

any trust, such shares or deposits and any dividends or 

interest thereon shall be paid to the beneficiary. 

Section 45. Liens. The credit union shall have a lien 

on the shares and accumulated dividends or interest of a 

member in his individual, joint or trust account, for any 

sum past due the credit union from said member or for any 

loan endorsed by him. 

Section 46. Dormant accounts. (1) If a credit union is 

unable to contact a member, beneficiary or other person via 

first class mail at the last address shown on the records of 

tne credit union, and if such inability continues for a 

period of more than five (5) years, all shares, accounts, 

dividends, interest and other sums due or standing in the 

name of such member, beneficiary or other person may, by 
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action of the bOard of directors, be segregated, and 

thereafter no dividends or interest will accrue thereto. 

(2) The member may reclaim any such sums by proper 

administrative or judicial proceedings or in accordance with 

the Uniform Disposition of Unclaimed Property Act. 

(3) This section does not apply to shares, accounts, 

dividends, interest and other sums due to or standing in the 

name of two (2) or more persons unless the credit union is 

unable to contact any such persons in the manner and during 

the period specified in subsection (1). 

Section 47. Reduction in shares. (1) Whenever the 

losses of any credit union, resulting from a depreciation in 

value of its loans or investments or otherwise, exceed its 

undivided earnings and reserve fund so that the estimated 

value of its assets is less than the total amount due the 

shareholders, the credit union may by a majority vote of the 

entire membership order a reduction in the shares of each of 

its shareholders to divide the loss proportionately among 

the members. 

(2) If the credit union thereafter realizes from such 

assets a greater amount than was fixed by the order of 

reduction, such excess shall be divided proportionately 

among the shareholders whose assets were reduced, but only 

to tile extent of such reduction. 

Section 48. Purposes, terms, and interest rate. A 
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credit union may loan to members for such purpose and upon 

such security and terms as the credit committee, credit 

manager, or loan officer approves, at rates of interest not 

exceeding one and one-half percent (1 1/2%) per month on the 

unpaid monthly balances. 

Section 49. Application. Every application for a loan 

shall be made in writing upon a form, which the credit 

committee, credit manager, or loan officer prescribes. The 

application shall state the purpose for which the loan is 

desired, and the security, if any, offered. Each loan shall 

be evidenced by a written document. 

Section 50. Loan limit. No loan shall be made to any 

member in an aggregate amount in excess of ten percent (10%) 

of the credit union's total assets. 

Section 51. Security. In addition to generally 

accepted types of security, the endorsement of a note by a 

surety, comaker or guarantor, or assignment of shares of 

wages, in a manner consistent with the laws of this state, 

shall be deemed security within the meaning of this act. 

The adequacy of any security shall be determined by the 

credit committee, credit manager, or loan officer, subject 

to this act and the bylaws. 

Section 52. Installments. A member may receive a loan 

in installments, or in one sum, and may pay the whole or any 

part of his loan on any day on which the office of the 
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credit union is open for business. 

Section 53. Line of credit. The credit committee or 

credit manager may approve in advance upon their own motion 

or upon application by a member, a line of credit, and 

advances may be granted to each member within the limit of 

such extension of credit. Where a line of credit has been 

approved, no additional loan applications are required as 

long as the aggregate obligation does not exceed the limit 

of such extension of credit. 

Section 54. Other loan programs. (1) A credit union 

may participate in loans to credit union members jointly 

wit"- other credit unions, corporations, or financial 

organizations. 

(2) A credit union may participate in guaranteed loan 

programs of the federal and state government. 

(3) h credit union ~ay purchase the conditional sales 

contracts, notes and similar instruments of its members. 

seo!i~n 55. Loans to officials. (1) A credit union may 

make loans to its directors, employees, loan officers, 

credit manager, and to members of its supervisory and credit 

committees, provided that: 

{a) the loan complies with all lawful requirements 

under this act with respect to loans to other borrowers and 

is not on terms more favorable than those extended to other 

borrowers; and 
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(b) any such loan or aggregate of loans to any one 

director or committee member which exceeds two thousand five 

hundred dollars ($2,500) plus pledged shares must be 

reported to the bOard of directors. LOans to directors and 

committee members may not exceed an aggregate of twenty 

percent (20%) of unimpaired capital and surplus of the 

credit union. 

(2) A credit union may permit directors, employees, 

loan officers, credit manager, and members of its 

supervisory and credit committees to act as comakers, 

guarantors or endorsers of loans to other members, except 

when any such loan standing alone or when added to any 

outstanding loan or loans to the comaker, guarantor or 

endorser exceeds two thousand five hundred dollars ($2,500), 

approval of the board of directors is required. 

Section 56. Insurance for members. (l) A credit union 

may purchase or make available insurance for its members in 

amounts related to their respective ages, shares, or loan 

balances, or to a~y combination of them. 

Section 57. Liability insurance for officers. A credit 

union may purchase and maintain insurance on behalf of any 

person who is or was a director, officer, employee or agent 

of the credit union, or who is or was serving at the request 

of the credit union as a director, officer, employee, or 

agent of another corporation, partnership, joint venture, 
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trust or other enterprise against any liability asserted 

against such person and incurred by such person in any such 

capacity or arising out of such person's status as such, 

whether or not the credit union would have the power to 

indemnify such person against such liability. 

Section 58. Share insurance. (1) Not later than 

January 1, 1976, each credit union shall apply for insurance 

on share accounts under the provisions of Title II of the 

National Credit Union Act. A credit union which has been 

denied a commitment for insurance of its share accounts 

shall either dissolve, merge with another credit union which 

is insured under Title II of the National Credit union Act, 

or apply in writing within thirty (30) days of denial to the 

director of the department of business regulation for 

additional time to obtain an insurance commitment. 

(2) 

regulation 

to obtain 

evidence 

The director of the department of business 

shall grant additional time for the credit union 

the insurance commitment upon satisfactory 

that the credit union has made or is making a 

substantial effort to achieve the conditions precedent to 

issuance of the commitment. Additional time or times shall 

not extend later than January 1, 1978. 

(3) The director of the department of business 

regulation shall make available reports of condition and 

examination reports to the administrator of the National 
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Credit Union Administration and may accept any report of 

examination made on behalf of such administrators. The 

director may appoint the administrator of the ~ational 

Credit Union Administration as liquidating agent of an 

insured credit union. 

Section 59. Investment of funds. Funds not used in 

loans to members may be invested: 

(1) in securities, obligations or other instruments of 

or issued by or fully guaranteed as to principal and 

interest by the United States of America, or any agency 

thereof, or in any trust or trusts established for investing 

directly or collectively in the same; 

(2) in obligations of any state of the United States, 

the District of Columbia, the Commonwealth of Puerto Rico, 

and the several territories organized by congress, or any 

political subdivisions thereof; 

(3) in certificates of deposit or passbook type 

accounts issued by a state or national bank, mutual savings 

bank, building and loan association, or savings and loan 

association; 

(4) in loans to or in shares or deposits of other 

credit unions; 

{5) in the capital shares, obligations, or preferred 

stock issues of any agency or association organized either 

as a stock company, mutual association or membership 
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corporation, provided the membership or stockholdings, as 

the case may be, of such agency or association are primarily 

confined or restricted to credit unions, or organizations of 

credit unions, and provided the purposes for which such 

agency or association is organized are designed primarily to 

service or otherwise assist credit union operations; 

(6) in shares of a cooperative society organized under 

the laws of this state or of the laws of the United States 

in the total amount not exceeding ten percent (10%) of the 

shares and surplus of the credit union; 

(7) in loans to any credit union association or 

corporation, national or state, of which the credit union is 

a member, except that such investments shall be limited to 

two percent (2%) of the assets of the credit union. 

Section 60. Transfers to regular reserve. (1) 

Immediately before the payment of each dividend, the gross 

earnings of the credit union shall be determined. From this 

amount, there shall be set aside sums as a regular reserve 

for contingencies in accordance with the following schedule: 

(a) ten percent (10%) of gross income until the 

regular reserve equals five percent (5~) of the total of 

outstanding loans and risk assets; then 

(b) seven percent (7~) of gross income until the 

regular reserve equals six percent (6%) of the total of 

outstanding loans and risk assets; then 
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regular reserve equals seven percent (7%) of the 

outstanding loans and risk assets. 

-HB 0067/02 

until 

total 

the 

of 

(2) Whenever the regular reserve falls below seven 

percent (7%), six percent (6%), or five percent (5%) of the 

total outstanding loans and risk assets, as the case may be, 

it shall be replenished by regular contributions in such 

amounts as are needed to maintain the reserve goals of five 

percent {5%), six percent (6%), or seven percent (7%). 

(3) Any entrance fees, charges and transfer fees 

shall, after payment of organization expense, be added to 

the regular reserve. 

Section 61. Use of regular reserve. The regular 

reserve shall belong to the credit union and shall be used 

to meet losses except those resulting from an excess of 

expenses over income and shall not be distributed except on 

liquidation of the credit union, or in accordance with a 

plan approved by the director of the department of business 

regulation. 

Section 62. Risk assets defined. For the purpose of 

establishing the reserves required, 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 loan associations, and credit unions; 
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(3) assets which are insured, fully guaranteed as to 

principal and interest, or due from the United States 

government, its agencies, the federal national mortgage 

association, 

association; 

or the government 

(4) loans to other credit unions; 

national mortgage 

(5) loans to students insured under the provision of 

Title IV, part B of the Higher Education Act of 1965, or 

similar state insurance programs; 

(6) loans insured under Title I of the ~ational 

Housing Act by the federal housing administration; 

{7) shares or deposits in central credit unions 

organized under this act or of any other state act or of the 

Federal Credit Union Act; 

( 8) cQrnrnon trust investments which deal in investments 

authorized by this act; 

(9) prepaid expenses; 

(10) accrued interest on nonrisk investments; 

(11) furniture and equipment; and 

(12) land and buildings. 

Section 63. Special reserves. In addition to such 

regular reserve, special reserves to protect the interest of 

members shall be established: 

(1) when required by regulation; or 

(2) when found by the board of directors of the credit 
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union or by the director sf the c!.epartment of nusines s 

r~gulation, in any special cas~, to be necessary for that 

purpose;. 

Section 64. Suspensicn. {l) If it ar>pears t~at any 

credit union is bankrupt or insolvent, or that it has 

willfully violated this act, or is operating in an unsafe or 

unsound manner, tne director of the department of business 

regulation shall issue an order temporarily suspending the 

credit union's operations for not less than thirty (30) nor 

more than sixty (60) days. The board of directors shall be 

given notice by registered mail of such suspension, which 

notice shall include a list of the reasons for such 

suspension, and/or a list of the specific violations of this 

act. 

(2) Upon receipt of such suspension notice, the credit 

union shall cease all operations, except those authorized by 

the director. The credit union shall then file with the 

director a reply to the suspension notice, and may request a 

hearing to present a plan of corrective actions proposed if 

it desires to continue operations. The board may request 

that the credit union be declared insolvent and a 

liquidating agent be appointed. 

(3) Upon receipt from the suspended credit union of 

evidence that the conditions causing the order of suspension 

have been corrected, the director may revoke the suspension 

-32- HB 67 



1 

2 

3 

4 

5 

6 

7 

3 

9 

10 

ll 

l2 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0067/02 

notice and permit the credit union to resume normal 

operations. 

( 4] If the director, after issuing notice of 

suspension and providing an opportunity for a hearing, 

rejects the credit union's plan to continue operations, he 

may issue a notice of involuntary liquidation and appoint a 

liquidating agent. The credit union may request the 

appropriate court to stay execution of such action. 

Involuntary liquidation may not be ordered prior to the 

conclusion 

section. 

of suspension procedures outlined in this 

(51 If, within the suspension period, the credit union 

fails to answer the suspension notice or request a hearing, 

the director may then revoke the credit union's charter, 

appoint a liquidating agent and liquidate the credit union. 

Section 65. Liquidation. ( 1) A credit union may elect 

to dissolve voluntarily and liquidate its affairs in the 

manner prescribed in t:-:is section and ti1e applicable ~1ontana 

corporation laws. 

(2] The board of directors shall adopt a resolution 

recommending the credit union be dissolved voluntarily, and 

directing _hat the question of liquidation be suomitted to 

t;1e members. 

(3) Within ten (10] days after the board of directors 

decides to submit the question of liquidation to the 
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members, the president shall notify the director of the 

department of business regulation thereof in writing, 

setting forth the reasons for the proposed action. Within 

ten (10] days after the members act on the question of 

liquidation, the president shall notify the director in 

writing as to whether or not the members approved the 

proposed liquidation. 

(4) As soon as the board of directors decides to 

submit the question of liquidation to the members, payment 

on shares, withdrawal of shares, making any transfer of 

shares to loans and interest, making investments of any 

kind, and granting loans shall be suspended pending action 

by members on the proposal to liquidate. On approval by the 

members of such proposal, all such business transactions 

shall be permanently discontinued. "ecessary expenses of 

operation shall, however, continue to be paid on 

authorization of the board of directors or liquidating agent 

during the period of liquidation. 

(5) For a credit union to enter voluntary liquidation, 

approval by a majority of the members in writing or by a 

two-thirds (2/3) majority of the me~~ers present at a 

regular or special meeting of the members is required. 

Where authorization for liquidation is to be obtained at a 

meeting of the members, notice in writing shall be given to 

each member, by first class mail, at least ten (10) days 
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(6) A liquidating credit union shall 

existence for the purpose of discharging 

HB 006"7i02 

continue in 

its debts, 

collecting and distributing its assets, and doing all acts 

required in order to wind up its business and may sue and be 

sued for the purpose of enforcing such debts and obligations 

until its affairs are fully adjusted. 

(7) The board of directors of the liquidating agent 

shall use the assets of the credit union to pay: 

(a) expenses incidental to liquidating, including any 

surety bond that may be required; 

(b) any liability due nonmembers; and 

(c) deposits and special purpose thrift accounts as 

provided in this act. 

Assets then remain~ng shall be distributed to the 

members proportionately to the shares held by each member as 

of the date dissolution was voted. 

(8) As soon as the board of directors or the 

liquidating agent determines that all assets from which 

there is a reasonable expectancy of realizat~on have been 

liquidated and distributed as set forth in this section, 

they shall execute a certificate of dissolution on a form 

prescribed by the department of business regulation and file 

the same, together with all pertinent books and records of 

the liquidating credit union, with the department of 
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credit union sha:~ L~ 

c:::-edi t union may \·,'J.. t..~. "ti~~ 

approval of tne director of the d2partment of b~~--j'-~5s 

regu:iation, and co:r:pl iance ·,..;i th the applicable !-'lor:tana 

corporation law, merge wi t!-1 another credit union und ~:c t•cc­

existing charter of the otl1er credit union, pursuant to any 

plan agreed upon by the majority of each board of directors 

of each credit union joining in the merger, and approved by 

the affirmative vote of a majority of the members of the 

merging credit union present at a meeting of its ~e~~ers 

duly called for such purpose. 

( 2) .1\.fter agreement by the directors and approval by 

the m8ffibers of the merging credit union, the president and 

secretary of the credit union shall execute a certificate of 

merger, which shall se'c forth all of the following: 

(a) the time and place of the meeting of the board of 

directors at which the plan vlas agreed upon; 

(b) the vote in favor of the adoption of the plan; 

(c) a copy of the resolution or other action by which 

the plan was agreed upon; 

(d) the time and place of the meeting of the menbers 

at 1vhich the plan agreed upon was approved; and 

(e) the vote by which the plan was approved by the 

members. 
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(3) Such certificate and a copy of the plan of merger 

agreed upon shall be forwarded to the director, certified by 

him, and returned to both credit unions within thirty (30) 

days. 

(4) Upon return of the certificate from the director, 

all property rights, and members' interest of the merged 

credit union shall vest in the surviving credit union 

without deed, endorsement or other instrument of transfer, 

and all debts, obligations and liabilities of the merged 

credit union shall be deemed to have been assumed by the 

surviving credit union under whose charter the merger was 

effected. The rights and privileges of the members of the 

merged credit union shall remain intact. 

(5) This section shall be construed whenever possible 

to permit a credit union chartered under any other act to 

merge with one chartered under this act, or to permit one 

chartered under this act to merge with one chartered under 

any other act. 

Section 67. Conversion of charter. (l) A credit union 

chartered under the laws of this state may be converted to a 

credit union chartered under the laws of any other state or 

under the 1 ws of the United States, subject to regulations 

issued by the director of the depart~ent of business 

regulation. 

(2) A credit union chartered under the laws of the 
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United States or of any other state may convert to a credit 

union chartered under the laws of this state. To effect 

such a conversion, a credit union must comply with all the 

requirements of the jurisdiction under which it was 

originally chartered and the requirements of the director of 

the department of business regulation and file proof of such 

compliance with said director. 

Section 68. Organization. Any central credit union may 

be organized and operated under this act and subject to all 

such provisions not inconsistent with this article. Such 

credit union shall use the term ~central" in its official 

name. 

Section 69. :·!embers hip. Membership in such central 

credit union may include, but not be limited to: 

(1) credit unions organized and operating under this 

act or under any other credit union act; 

(2) officers, directors, committee members and 

employees of such credit unions; officials and employees of 

any association of credit unions; and employees of federal 

or state government agencies responsible for the supervision 

of credit unions in this state; 

(3) organizations and associations of those persons or 

organizations enumerated in subsections (1) and (2); 

(4) employees of an employer with insufficient numbers 

to form or conduct the affairs of a separate credit union; 
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(5) persons in the field of membership of liquidated 

credit unions or of credit unions which have entered into or 

are about to enter into voluntary or involuntary liquidation 

proceedings; or 

(6) members of the immediate families of all members 

qualified aoove. 

Section 70. Voting representative. Each credit union 

becoming a member of such central credit union may designate 

one (1) person to be its voting representative in the 

central credit union, which person shall be designated by 

the board of directors of the member credit union. Such 

voting representative shall be eligible to hold office in 

the central credit union as if such person were himself a 

member of the central credit union. 

Section 71. Additional rights and powers. (l) A 

central credit union shall have all of the rights and powers 

of any other credit union organized under this act and the 

additional rights and power specified in this section, 

notwithstanding any limitations or 

elsewhere in this act. 

restrictions found 

(2) A central credit union may make loans to other 

credit unions; purchase shares of and make deposits in other 

credit unions; and obtain or acquire the assets and 

liabilities of any credit union operating in this state 

which enters into liquidation. 
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(3) A central credit union may invest in and grant 

loans to associations of credit unions, central funds of 

credit unions or organizations chartered to provide service 

to credit unions. 

(4) A central credit union may borrow mcney and accept 

from any source, and issue notes or debentures. 

Section 72. Taxation~ All credit unions organized 

under tllis or any other credit union act shall have the same 

immunity from state and local taxation that federal credit 

unions have from time to time under the laws of the United 

States. 

Section 73. Stock transfer taxes. The shares of any 

credit union shall not be subject to stock transfer taxes, 

either when issued or vrhen transferred from one member to 

another. 

Section 74. Participation in government programs. The 

participation by a credit union in any government program 

providing unemployment, social security, old age pension or 

other benefits shall not be deemed a waiver of the taxation 

exemption hereby granted. 

Section 75. Instruction in schools. With the consent 

and under the direction of the state superintendent of 

public instruction, the organization, manag.ement, and 

extension of credit unions as set forth in this act may be 

taught in the public schools of this state. 

-40- HB 67 



l 

2 

3 

4 

Section 76. 

to any and all 

director of the 

HB 0067/02 

Additional powers of director. In addition 

other powers heretofore granted to the 

department of business regulation, the 

director shall have the power to authorize any credit union 

5 to engage in any activity in which such credit union could 

6 engage were they operating as a federal chartered credit 

7 union at the time such authority is granted, including but 

8 not without limitation because of enumeration the power to 

9 do any act, and own, possess and carry as assets, property 

10 of such character including stocks, bonds or other 

ll debentures which, at the time the authority is granted, are 

l£ authorized under federal laws and regulations for 

13 transactions by federal credit unions notwithstanding any 

14 restrictions elsewhere contained in the statutes of the 

15 state of Hontana. Upon receipt of a written request from 

16 any state chartered credit union, the director shall 

17 exercise such power by the issuance of a special order 

18 therefor if he deems it reasonably required to preserve and 

19 protect the welfare of such an institution and promote the 

20 general economy of this state. 

21 Section 77. It is the intent of the legislature that 

22 if a part of this act is invalid, all vaiid parts that are 

23 severable from the invalid part remain in effect. If a part 

24 of this act is invalid in one or more of its applications, 

25 the part remains in effect in all valid applications th~t 
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Section 78. Sections 14-130 through 

1947, are repealed. 
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HOUSE BILL NO. 67 

INTRODUCED BY MANUEL, SHELDEN, GERKE, FAGG, STOLTZ, 

MENAHAN, W. BAETH, GUNDERSON, LYNCH, HARPER, HUENNEKENS, 

LUEBECK, FLEMING, O'CONNELL, R. BAETH, HAGEMAN, 

BARDANOUVE, JOHNSTON 

A BILL FOR AN ACT ENTITLED: ~AN ACT TO PROVIDE FOR THE 

ORG&~IZATION, OPERATION, &~D SUPERVISION OF COOPERATIVE, 

NONPROFIT THRIFT AND CREDIT ASSOCIATIONS TO BE KNOWN AS 

CREDIT UNIONS AND TO DEFINE THEIR POWERS; AND REPEALING 

SECTIONS 14-130 THROUGH 14-158, R.C.M. 1947.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act shall be known and 

may be cited as the •Montana Credit Union Act•. 

Section 2. Definition and purposes. A credit union is 

a cooperative, nonprofit association, incorporated under 

this act, for the purposes of encouraging thrift among its 

members, creating a source of credit at a fair and 

reasonable rate of interest, and providing an opportunity 

for its memoers to use and control their own money in order 

to improve their economic and social condition. 

Section 3. organization procedure. (1) Any seven (7) 

or more residents of this state, of legal age, who have a 

common bond defined in section {15], may organize a credit 
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union and become charter members thereof by complying with 

this section. 

(2) The subscribers shall execute in duplicate 

articles of incorporation, which conform to the applicable 

Montana corporation law, and agree to the terms thereof, 

which articles shall state: 

(a) the name, which shall include the words •credit 

union" and which shall not be the same as that of any other 

existing credit union in this state, and the location where 

the proposed credit union is to have its principal place of 

business; 

(b) that the existence of the credit union is 

perpetual; 

(c) the par value of the shares of the credit union, 

which shall be in five dollar ($5) multiples of not less 

than five dollars ($5), nor more than twenty-five dollars 

($25); 

(d} that the credit union shall be organized under 

this act for the purposes set forth therein; 

(e) the names and addresses of the subscribers to the 

articl~s of incorporation, and the value of shares 

subscribed to by each, which shall be not less than five 

dollars ($5); and 

(f) that the credit union may exercise such incidental 

powers as are necessary or requisite to enable it to carry 
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on ef"fectively the business for which it is incorporated, 

and those powers which are inherent in the credit union as a 

legal entity. 

(3) The subscribers shall prepare and adopt bylaws for 

the general government of the credit union consistent with 

this act, and execute the s~rne in duplicate. 

(4) The subscribers shall select at least five (5) 

qualified persons who agree to serve on the board of 

directors, and at least three_ (3) qualified persons who 

agree to serve on the supervisory committee. A signed 

agreement to serve in these capacities until the first 

annual meeting or until the election of their successors, 

whichever is later, shall be executed by those who so agree. 

This agreement shall be submitted to the director of the 

department of business regulation. 

(5) The subscribers shall forward the articles of 

incorporat:i,on and the" by~aws to the director of the 

department of business regulation. The director may issue a 

certificate of approval, if the articles and the bylaws are 

in conformity with this act and he is satisfied that the 

proposed field of operation is favorable to the success of 

such credit union and that the standing of the proposed 

organizers is such as to give assurance that its affairs 

will be properly administered. He shall return a copy of 

the bylaws and the articles to the applicants or their 
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representatives, which shall be preserved in the permanent 

files of the credit union. The application shall be acted 

upon within thirty (30) days. The articles of incorporation 

shall then be filed with the secretary of state who, upon 

payment of the filing fees therefor, shall issue a 

certificate of incorporation. 

(6) The subscribers for a credit union charter shall 

not transact any business until formal approval of the 

charter has been received. 

Section 4. Form of articles and bylaws. In order to 

simplify the organization of credit unions, the director of 

the department of business regulation shall cause to be 

prepared a form of articles of incorporation and a form of 

bylaws, consistent with this act, which may be used by 

credit union incorporators for their guidance. Such 

articles of incorporation and bylaws shall be available 

without charge to persons desiring to organize a credit 

union. 

Section 5. Amendments. (1) The articles of 

incorporation or the bylaws may be amended as provided in 

the bylaws. Amendments to the articles of incorporation or 

bylaws shall be submitted to the director of the department 

of business regulation who shall approve or disapprove the 

amendments within sixty (60) days. 

(2) Amendments shall become effective upon approval in 
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writing by the director and no fee shall be charged for such 

approval. 

Section 6. use of uame exclusive. With the exception 

of a credit union organized under the provisions of this act 

or of any other credit union act, or an association of 

credit unions or a recognized chapter thereof, any person, 

corporation, copartnership or association using a name or 

title containing the words wcredit unionw or any derivation 

thereof or representing themselves in their advertising or 

otherwise as conducting business as a credit union shall be 

fined not more than five hundred dollars ($500) or 

imprisoned not more than one (1} year, or both, and may be 

permanently enjoined from using such words in its name. 

Section 7. Office facilities. (1) A credit union may 

change its place of business within this state upon written 

notice to the department of business regulation. 

(2} A credit union may share office space with one (1) 

or more credit unions and contract with any person or 

corporation to provide facilities or personnel. 

Section B. Fiscal year. The fiscal year of each credit 

union organized under this act shall end on December 31. 

Section 9. Director of the department of business 

regulation. (1} The director shall administer the laws of 

this state relating to credit unions. He may appoint or 

employ such special assistants, deputies, examiners, or 
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other employees as are necessary for the purpose 

administering or enforcing this act. 

of 

(2) The director may prescribe rules and regulations 

for the administration of this act and may establish 

chartering, supervisory and examination fees. 

(3) The director shall, from time to time, issue rules 

and regulations prescribing the minimum amount of surety 

bond coverage and casualty, liability and fire insurance 

required of credit unions in relation to their assets or to 

the money and other personal property involved, or their 

exposure to risk. 

Section 10. Reports. (1} Credit unions organized under 

this act shall report to the director annually on or before 

February 1 on forms supplied by him for that purpose. 

Additional reports may be required. 

(2) A fine of five dollars ($5} for each day a report 

is in arrears shall be levied against the offending credit 

union unless it is excused for cause by the director. 

Section 11. Examinations. (1) The department 

business regulation shall annually examine or cause to 

of 

be 

examined each credit union. Each credit union and all of 

its officers and agents shall be required to give to 

representatives of the director of the department full 

access to all books, papers, securities, records and other 

sources of information under their controlr and for the 
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purpose of the examination the representatives may subpoena 

witnesses, aaminister oaths, compel the giving of testimony, 

and require the submission of documents, 

(2} A report of the examination shall be forwarded to 

the executive officer of each credit union within thirty 

(30) days after completion. The report shall contain 

comments relative to the management of the affairs of the 

credit union and also as to the general condition of its 

assets. Within sixty (60) days after the receipt of the 

report, the directors and committeemen shall meet to 

consider matters contained in the report. 

(3) In lieu of making an annual examination of a 

credit union, the director may accept an audit report of the 

conaition of the credit union made by an auditor approved by 

the director. The cost of the audit shall be borne by the 

credit union. 

Section 12. Records. (1) A credit union shall maintain 

all books, records, accounting systems and procedures in 

accordance with such rules as the director from time to/time 

prescribes, In prescribing such rules, the director shall 

consider the relative size of a credit union and its 

reasonable capability of compliance, 

(2) A cr€dit union is not liable for destroying 

records after the expiration of the record retention time 

prescribed by the director. 
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(3) A photostatic or photographic reproduction of any 

credit union records shall be admissible as evidence of 

transactions with the credit union. 

Section 13. General powers~ A credit union may: 

(1) make contracts; 

(2) sue and be sued; 

(3) adopt and use a common seal and alter same; 

(4} acquire, lease, hold and dispose of property, 

either in whole or in part, necessary or incidental to its 

operations; 

{5) at the discretion of the board of directors, 

require the payment of an entrance fee or annual membership 

fee, or both, of any person admitted to membership; 

(6) receive savings from its members in the form of 

shares or special purpose thrift accounts; 

(7) lend its funds to its members as hereinafter 

provided; 

(B) borrow from any source in accordance with policy 

established by the board of directors; 

(9) discount and sell any eligible obligations, 

subject to rules and regulations prescribed by the director; 

(10) sell all or substantially all of its assets or 

purchase all or substantially all of the assets of another 

credit union, subject to the approval of the director; 

(11) invest surplus funds as provided in this act; 
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(12) make deposits in legally chartered banks, savings 

banks, building and loan associations, savings and loan 

associations, trust companies and central type credit union 

organizations; 

(13) assess charges to members in accordance with the 

bylaws for failure to meet promptly their obligations to the 

credit union; 

(14) hold membership in other credit nnions organized 

under this act or other acts, and in other associations and 

organizations composed of credit unions; 

(15) declare dividends and pay interest refunds to 

borrowers as provided in this act; 

(16) collect, receive and disburse monies in connection 

\~i th the sale of negotiable checks, money orders and other 

money type instruments, and for such other purposes as may 

_provide benefit or convenience to its members, and charge a 

reasonable fee for such services, BUT NOT INCLUDING CHECKING 

ACCOuNT SERVICES: 

(17) perform such tasks and missions as are requested 

by the federal government or this state or any agency or 

political subdivision thereof, when approved by the board of 

directors and not inconsistent with this act; 

(18) contrib~te to, support or participate in any 

nonprofit service facility whose services will benefit the 

credit union or its membership, subject to such regulations 
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as are prescribed by the director; 

(19) make donations or contributions to any civic, 

charitable or community organizations as authorized by the 

board of directors, subject to regulations as are prescribed 

by the director; or 

(20) purchase or make available insurance for its 

directors, officers, agents, employees and members. 

HOWEVER, THE CREDIT UNION SHALL NOT ENGAGE, DIRECTLY OR 

·INDIRECTLY, IN THE SALE OR BUSINESS OF INSURANCE, OTHER THAN 

ON LIFE ON SHARES AND LOANS, 

Section 14. Incidental powers. A credit union may 

exercise such incidental powers as are granted corporations 

organized under the laws of this state including those that 

are necessary to enable it to· promote and carry on most 

effectively its purposes. 

Section 15. Membership defined. (l) The membership of 

a credit union shall be limited to and consist of the 

subscribers to the articles of incorporation and such other 

persons within the common bond set forth in the bylaws as 

have been duly admitted members, have paid the required 

entrance fee or membership fee, or both, have subscribed for 

one (1) or more shares, and have paid the 

installment thereon, and have complied with 

requirements as the articles of incorporation 

specify. 
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(2) Credit union membership may include groups having 

a common bond of similar occupation, association or 

interest, or to employees of a common employer, and members 

of the immediate family of such persons. 

Section 16. Societies -- associations~ Societies, and 

copartnerships composed primarily of individuals who are 

eligible for membership, and ~orporations whose stockholders 

are composed primarily of such individuals, may be admitted 

to membership in the same manner and under the same 

conditions as individuals, but may not borrow in 

their shareholdings. 

excess of 

Section 17. Other credit unions. Any credit union 

organized under this act may permit membership of any other 

credit union organized under this act or other acts. 

Section 18. Limited income persons. Existing credit 

unions may include"within their field of membership limited 

income persons as defined by the director of the departm~nt 

of business regulation for whom credit union services are 

otherwise unavailable. 

Section 19. Members who leave field. Members who leave 

the field of membership may be permitted to retain their 

membership in the credit union as a matter of general policy 

of the board of directors. 

Section 20. Liability of members. The members of the 

credit union shall not be personally or individually liable 

-11- HB 67 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0067/02 

for the payment of its debts. 

Section 21. Meetings of members. (1) I The annual 

meeting and any special meetings of the members of the 

credit union shall be held at th~ time, place, and in the 

manner indicated by the bylaws. 

(2) At all such meetings a member shall have but one 

(1) vote, irrespective of his shareholdings. No member may 

vote by, proxy, but a member may vote by absentee ballot if 

the bylaws of the credit union so provide. 

(3) A society, association, copartnership or 

corporation, having membership in the credit union, may be 

represented and have its vote cast by one of its members or 

shareholders, provided such person has been fully authorized 

by the organization's governing body. 

(4) The board of directors may establish a minimum 

age, not greater than eighteen (18) years of age, as a 

qualification of eligibility to vote at meetings of the 

members, or to hold office, or both. 

Section 22. Election or appointment of officials. (1) 

The credit union shall be directed by a board consisting of 

an odd number of directors, at least five (5) in number, to 

be elected at the annual membership meeting by and from the 

members. All members of the board shall hold office for 

such terms as the bylaws provide. 

(2) The board of directors shall appoint a supervisory 
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committee of not less than three (3) members at the 

organization meeting and within thirty (30) days following 

each annual meeting of the members for such terms as the 

bylaws provide. 

(3) The board of directors shall appoint a' credit 

committee consisting of an odd number, not less than three 

(3), for such terms as the bylaws provide, or in lieu of a 

credit committee, a credit manager. 

Section 23. Record of board and committee members. 

Within fifteen (15) days after election or appointment, a 

record of the names and addresses of the members of the 

board, committees and all officers of the credit union shall 

oe filed with the department of business regulation-on forms 

provided by the department. 

Section 24. Vacancies, The board of directors shall 

fill any vacancies occurring in the board until successors 

elected at the next annual meeting have qualified. The 

board shall also fill vacancies in the credit and 

supervisory committees. 

Section 25. Compensation of offici~ls. No officer, 

director, or committee member, other than the treasurer, a 

credit manager, or a loan officer may be compensated for his 

service as such, but reasonable life, health, accident and 

similar insurance protection for a director or committee 

member shall not be considered compensation. Directors and 
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committee members, while on official business of the credit 

union, may be reimbursed for necessary expenses incidental 

to the performance of the business. 

Section 26. Conflicts of interest. No director, 

committee member, officer, agent or employee of the credit 

union shall in any manner, directly or indirectly, 

participate in the deliberation upon or the determination of 

any question affecting his pecuniary interest or the 

pecuniary interest of any corporation, 

association (other than the credit union) 

directly or indirectly interested. 

partnership, 

in which he 

or 

is 

Section 27. Executive officers. (1) At their 

organization meeting and within thirty (30) days following 

each annual meeting of the members, the directors shall 

elect from their own number an executive officer, who may be 

designated as chairman of the board or president; a vice 

chairman of the board or one (1) or more vice presidents; a 

treasurer; and a secretary. The treasurer and the secretary 

may be the same individual. The persons so elected shall be 

the executive officers of the corporation. 

(2) The terms of the officers shAll be one (1) year, 

or until their successors are chosen and have 

qualified. 

(3) The duties of the officers shall be prescribed 

the oylaws. 
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(4) The board of directors may employ an officer in 

charge of operations whose title shall be either president 

and/or general manager; or, in lieu thereof, the board of 

directors may designate· the treasurer or an assistant 

treasurer to act as general manager and be in active charge 

of the affairs of the credit union. 

Section 28. Authority of directors. The board of 

directors shall have the general direction of the business 

affairs, funds, and records of the credit union. 

Section 29. 

elected to the 

Executive committee. From the persons 

board, the board may appoint an executive 

committee of not less than three (3) directors who may be 

authorized to act for the board in al~ respects, subject to 

such conditions and limitations as are prescribed by the 

board. 

Section 30. Meetings of directors. The board of 

directors and the executive committee shall meet as often as 

necessary, but one body must meet at least monthly and the 

other at least quarterly. 

Section 31. Duties of directors. It shall be the duty 

of the directors'to: 

(1} act upon applications for membership1 or to 

appoint one (1} or more membership officers to approve 

applications for membership under such conditions as the 

board prescribes. A record of a membership officer's 
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approval or denial of membership shall be available to the 

ooard of directors for inspection. A person denied 

membership by a membership officer may a~peal the denial to 

the board; 

(2} purchase a blanket fidelity bond, in accordance 

with any rules and regulations of the director, to protect 

the cred.it union against losses caused by occurrences 

covered therein such as fraud, dishonesty, forgery, 

embezzlement 1 misappropriation, misappli-cation, or 

unfaithful performance of duty by a director, officer, 

employee, member of an official committee, attorney at law, 

or other agent; 

(3) determine from time to time the interest rate or 

rates consistent with this act, which shall be charged on 

loans and to authorize interest refunds, if any, to members 

from income earned and received in proportion to tne 

interest paid by them on_such classes of loans and under 

such conditions as the board prescribes; 

(4} fix from time to time the maximum amount which may 

be loaned to any one member; 

(5) declare dividends on shares in the manner and form 

as provided in the bylaws; 

(6) limit the number of shares which may be owned by a 

member, such limitations to apply alike to all members1 

(7) have charge of the investment of surplus funds, 
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except that the board of directors may designate an 

investment committee or any qualified individual to have 

charge of making investments under controls established by 

the board of directors; 

(B) authorize the employment of such persons necessary 

to carry on the business of the credit union, including the 

credit manager, loan officers and auditing assistants 

requested by the supervisory committee; and fix the 

compensation-, if any, of the treasurer and the general 

manager and provide for comnensation for other employees 

within guidelines predetermined by the board of directors; 

(9) authorize the conveyance of property; 

(10) borrow or lend money to carry on the functions of 

the credit union; 

(11) designate a depository or depositories for the 

funds of the credit union; 

(12) suspend any or all members of the credit or 

supervisory committee for failure to perform their duties; 

(13) appoint any special committees deemed necessary; 

and 

(14) perform such other duties as the members from time 

to time direct~ and perform or authorize any action not 

inconsistent with this act and not specifically reserved by 

the bylaws for the members. 

Section 32. Authority of credit committee. The credit 
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committee shall have the general supervision of all loans to 

members. 

Section 33. Meeting of credit committee. The credit 

committee shall meet as often as the business of the credit 

union requires and not less frequently than once a mon.th to 

consider applications for loans. No loan shall be made 

unless it is approved by a majority of the committee who are 

present at the meeting at which the application is 

considered. 

Section 34. Loan officers. (1) The credit committee 

may appoint one (1} or more loan officers and delegat~ the 

power to approve loans, subject to such limitations or 

conditions as the credit committee prescribes. 

(.2) Loan applications not approved by a loan officer 

shall be reviewed and acted upon by the credit committee. 

Section 35. Credit manager. The credit committee may 

be dispensed with, and a credit manager empowered to approve 

or disapprove loans under conditions prescribed by the board 

of directors. In the event the credit committee is 

dispensed with, the procedures prescribed in sections [32}, 

[33] and [34] do not apply, and no loans shall be made 

unless approved by the credit manager, except the credit 

manager may appoint one (1) or more loan officers with the 

power to approve loans, subject to such limitations or 

conditions as he prescribes. 
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Section 36. Duties of supervisory co~ittee. (1) The 

supervisory committee shall make or cause to be made a 

comprehensive annual audit of the books and affairs of the 

credit union and shall submit a report of that audit to the 

board of directors and a summary of that report to the 

members at the next annual meeting of the credit union. It 

shall make or cause to be made such supplementary audits or 

examinations as it deems necessary or as are required by the 

director or by the board of directors, and submit reports of 

these supplementary audits to the board of directors. 

{2) The supervisory committee shall cause the accounts 

of the members'to be verified with the records of the credit 

union from time to time, and not less frequently than every 

two (2) years. 

Section 37. Suspension and removal of officials. (1) 

The supervisory committee by a unanimous vote may suspend 

a~y me~er of ~e credit ~ommittee and shall report such 

action to the board of directors for appropriate action, 

(2) The.supervisory committee by a unanimous vote may 

suspend any officer or member of the board of directors 

until the next members' meeting, which shall be held not 

less than seven (7) nor more than twenty-one (21) days after 

such suspension. At such meeting the suspension shall be 

acted upon .by the members. 

{3) Any member of the supervisory committee may be 
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removed by the board of directors for failure to perform his 

duties in accordance with this act, the articles of 

incorpora~ion, or the bylaws. 

Section 38. Calling of special meeting. The 

supervisory committee by a majority vote may call a special 

meeting of the members to consider any violation of this 

act, the credit union's charter or bylaws, or any practice 

of the credit union deemed by the supervisory committee to 

be unsafe or unauthorized. 

Section 39. Shares. (1) The capital of a credit union 

consists of the payments by the members on shares. 

(2) Shares ~y be subscribed to, paid 

transferred in such manner as the bylaws prescribe. 

for 

(3) A certificate need not be issued to 

ownership of a share in a credit union. 

and 

denote 

Section 40. Dividends. {1) At such intervals and for 

such periods as the board of directors may authorize, and 

after provision for the required reserves, the board of 

directors may declare dividends to be paid from the 

undivided earnings at such rates and upon such classes of 

shares as are determined by the board. Such dividends shall 

be paid on all paid up shares outstanding at the close of 

the period for which the dividend is declared, 

{2} Shares which become fully paid up during such 

dividend period and are outstanding at the close of the 
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period shall be entitled to a proportionate share of such 

dividend, 

(3) Dividend credit for a month 

shares which are or become fully paid up 

fifteen (15) days of that month. 

may be accrued on 

during the first 

Section 41. Thrift accounts. Christmas clubs, vacation 

clubs, and other thrift accounts may be operated under 

conditions established by the board of directors. 

Section 42. Minors accounts, Shares may be issued to a 

minor who may withdraw the shares including the dividends 

and interest thereon. Share payments made by a minor and 

withdrawals thereof by the minor shall be valid in all 

respects. For such purposes a minor is deemed of full age. 

Section 43. Joint accounts. (1} A nember may designate 

any person or persons to hold shares and thrift club 

accounts with him in joint tenancy with the right of 

survivorship, but no joint tenant, unless a member in his 

own right, shall be permitted to vote, obtain loans, or hold 

office or be required to pay an entrance or membership fee. 

(2) Payment of part or all of such accounts to any of 

the joint tenants shall, to the extent of such payment, 

discharge the liability to all, 

Section 44. Trust accounts. (1) Shares may be issued 

in the name of a member in trust for a beneficiary, 

including a minor, but no beneficiary, unless a member in 
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his own right, shall be permitted to vote, obtain loans, 

hold office or be required to pay an entrance or membership 

fee~ 

(2) Payment of part or all of such shares to such 

member shall, to the extent of such payment, discharge the 

liability of the credit union to the member and the 

beneficiary, and the credit union shall be under no 

obligation to see the application of such payment. 

(3) In the event of the death of the member, and if 

shares are so issued or held and the credit union has been 

given no other written notice of the existence or terms of 

any trust, such shares or deposits and any dividends or 

interest thereon shall be paid to the beneficiary. 

Section 45. Liens. The credit union shall have a lien 

on the shares and accumulated dividends or interest of a 

member in his individual, joint or trust account, for any 

sum past due the credit union from said member or for any 

loan endorsed by him. 

Section 46. Dormant accounts. (1) If a credit union is 

unable to contact a member, beneficiary or other person via 

first class mail at the last address shown on the records of 

the credit union, and if such inability continues for a 

period of more than five (5) years, all shares, accounts, 

dividends, interest and other sums due or standing in the 

name of such member, beneficiary or other person may, by 
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action of the board of directors, be segregated, and 

thereafter no dividends or interest will accrue thereto. 

(2) The member may reclaim any such sums by proper 

administrative or judicial proceedings or in accordance with 

the Uniform Disposition of Unclaimed Property Act. 

(3) This section does not apply to shares, accounts, 

dividends, interest and other sums due to or standing in the 

name of two (2) or more persons unless the credit union is 

unable to contact any such persons in the manner and during 

the period specified in1 subsection (1). 

Section 47. Reduction in shares. (1) Whenever the 

losses of any credit union, resulting from a depreciation in 

value of its loans or investments or otherwise, exceed its 

undivided earnings and reserve fund so that the estimated 

value of its assets is less than the total amount due the 

shareholders, the credit union may by a majority vote of the 

entire memeership order a reduction in the shares of each of 

its shareholders to divide the loss proportionately among 

the members. 

(2) If the credit union thereafter realizes from such 

assets a greater amount than was fixed by the order of 

reduction, such excess shall be divided proportionately 

among the shareholders whose assets were reduced, but only 

to t;le extent of such reduction. 

Section 48. Purposes, terms, and interest rate. A 
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credit union may loan to members for such purpose and upon 

such security and terms as the credit committee, credit 

manager, or loan officer approves, at rates of interest not 

exceeding one and one-half percent (1 1/2%) per month on the 

unpaid monthly balances. 

Section 49. Application. Every application for a loan 

shall be made in writing upon a form, which the credit 

committee, credit manager, or loan officer prescribes. The 

application shall state the purpose for which the loan is 

desired, and the security, if any, offered. Each loan shall 

be evidenced by a written aocument. 

Section SO. Loan limit. No loan shall be made to any 

member in an aggregate amount in excess of ten percent (10%} 

of the credit union's total assets. 

Section 51. Security. In addition to generally 

accepted types of security, the endorsement of a note by a 

surety, comaker or guarantor, or assignment of shares of 

wages, in a manner consistent with the laws of this state, 

shall be deemed security within the meaning of this act. 

The adequacy of any security shall be determined by the 

credit committee, credit manager, or loan officer, subject 

to this act and the bylaws. 

Section 52. Installments. A member may receive a loan 

in installments, or in one sum, and may pay the whole or any 

part of his loan on any day on which the office of the 
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credit union is open for business. 

Section 53. Line of credit. The credit committee or 

credit manager~y approve in advance upon their own motion 

or upon application by a member, a line of credit, and 

advances may be granted to each member within the limit of 

such extension of credit. Where a line of credit has been 

approved, no additional loan applications are required as 

long as the aggregate obligation does not exceed the limit 

of such extension of credit. 

Section 54. Other loan ~~ograms. 

may participate in loans to credit union 

(1) A credit union 

members jointly 

with other credit unions, corporations, or financial 

organizations. 

(2) A credit union may participate in guaranteed loan 

programs of the federal and state government. 

(3) A credit union may purchase the conditional sales 

contracts, notes and similar instruments of its members. 

Section 55. Loans to officials. (1) A credit union may 

make loans to its directors, employees, loan officers, 

credit manager, and to members of its supervisory and credit 

committees, provided that: 

{a) the loan complies with all lawful requirements 

under this act with respect to loans to other borrowers and 

is not on terms more favorable than those extended to other 

borrowers; and 
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{b) any such loan or aggregate of loans to any one 

director or committee member which exceeds two thousand five 

hundred dollars ($2,500) plus pledged shares must be 

reported to the board of directors. Loans to directors and 

committee members may not exceed an aggregate of twenty 

percent (20%) of unimpaired capital and surplus of the 

credit union. 

(2) A credit union may permit directors, employees, 

loan officers, credit manager, and members of its 

supervisory and credit committees to act as comakers, 

guarantors or endorsers of loans to other members, except 

when any such loan standing alone or when added to any 

outstanding loan or loans to the comaker, guarantor or 

endorser exceeds two thousand five hundred dollars ($2,500), 

approval of the board of directors is required. 

Section 56. Insurance for members. (1) A credit union 

may purchase or make available insurance for its members in 

amounts related to their respective ages, shares, or loan 

balances, or to any combination of them. 

Section 57. Liability insurance for officers. A credit 

union may purchase and maintain insurance on behalf of any 

person who is or was a director, officer, employee or agent 

of the credit union, or who is or was serving at the request 

of the credit union as a director, officer, employee, or 

agent of another corporation, partnership, joint venture, 
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trust or other enterprise against any liability asserted 

against such person and incurred by such person in any such 

capacity or arising out of such person's status as such, 

whether or not the credit union would have the power to 

indemnify such person against such liability. 
J 

Section 58. Share insurance. (1) Not later than 

January 1, 1976, each credit union shall apply for insurance 

on share accounts under the provisions of Title II of the 

National Credit Union Act. A credit union which has been 

denied a commitment for insurance of its share accounts 

shall either dissolve, merge with another credit union which 

is insured under Title II of the National Credit Union Act, 

or apply in writing within thirty (30) days of denial to the 

director of the department of business regulation for 

additional time to obtain an insurance commitment. 

{2) 

regulation 

to obtain 

evidence 

The director of the department of business 

shall grant additional time for the credit union 

the insurance commitment upon satisfactory 

that the credit union has made or is making a 

substantial effort to achieve the conditions precedent to 

issuance of the commitment. Additional time or times shall 

not extend later than January 1, 1978. 

(3) The director of the department of business 

regulation shall make avltlable reports of condition and 

examination reports to the administrator of the National 
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Credit Union Administration and may accept any report of 

examination made on behalf of such administrators. The 

director may appoint the administrator of the ~ational 

Credit Union Administration as liquidating agent of an 

insured credit union. 

Section 59. Investment of funds. Funds not used in 

loans to members may be invested: 

(1) in securities, obligations or other instruments of 

or issued by or fully guaranteed as to principal and 

interest by the United States of America, or any agency 

thereof, or in any trust or trusts established for investing 

directly or collectively in the same; 

(2) in obligations of any state of the United States, 

the District of Columbia, the Commonwealth of Puerto Rico, 

and the several territories organized by congress, or any 

political subdivisions thereof; 

(3) in certificates of deposit or passbook type 

accounts issued by a state or national bank, mutual savings 

bank, building and loan association, or savings and loan 

association: 

(4} in loans to or in shares or deposits of other 

credit unions; 

(5) in the capital shares, obligations, or preferred 

stock issues of any agency or association organized either 

as a stock company, mutual association or membership 
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corporation, provided the membership or stockholdings, as 

the case may be, of such agency or association are primarily 

confined or restricted to credit unions, or organizations of 

credit unions, and provided the purposes for which such 

agency or association is organized are designed primarily to 

service or otherwise assist credit union operations: 

(6) in shares of a cooperative society organized under 

the laws of this state or of the laws of the United States 

in the total amount not exceeding ten percent (10%) of the 

shares and surplus of the credit union; 

(7) in loans to any credit union association or 

corporation, national or state, of which the credit union is 

a member, except that such investments shall be limited to 

two percent (2%) of the assets of the credit union. 

Section 60. Transfers to regular reserve. (1) 

Immediately before the payment of each dividend, the gross 

earnings of the credit union shall be determined, From this 

amount, there shall be set aside sums as a regular reserve 

for contingencies in accordance with the following schedule: 

(a) ten percent (10%) of gross income until the 

regular reserve equals five percent (5%) of the total of 

outstanding loans and risk assets; then 

(b) seven percent (7%) of gross income until the 

regular reserve equals six percent (6%) of the total of 

outstanding loans and risk assets; then 
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(c) five percent (5%) of gross income until the 

regular reserve equals seven percent (7%) of the total of 

outstanding loans and risk assets. 

(2) Whenever the regular reserve falls below seven 

percent ( 7%), six percent (6%), or five percent ( 5%} of_ the 

total outstanding loans and risk assets, as the case may be, 

it shall be replenished by regular contributions in such 

amounts as are needed to maintain the reserve goals of five 

percent (5%), six percent (6%), or seven percent (7%}, 

(3) Any entrance fees, charges and transfer fees 

shall, after payment of organization expense, be added to 

the regular reserve. 

Section 61. Use of regular reserve. The regular 

reserve shall belong to the credit union and shall be used 

to meet losses except those resulting from an excess of 

expenses over income and shall not be distributed except on 

liquidation of the credit union, or in accordance with a 

plan approved by the director of-the department of business 

regulation. 

Section 62. Risk assets defined. For the purpose of 

establishing the reserves required, 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 loan associations, and credit unions; 
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(3) assets which are insured, fully guaranteed as to 

principal and interest, or due from the United States 

gov~r~nt, its agencies, the federal national mortgage 

associ<! t.ion i 

as:>ociati91l; 

or the government 

(4) loans to other credit unions; 

national mortgage 

(5) loans to students insured under the provision of 

Title IV, part B of the Highe,r Education Act of 1965, or 

similar state insurance programs; 

(6) loans insured under Title I of the ~ational 

Housing Act by the federal housing administration; 

(7} shares or deposits in central credit unions 

organized under this act or of any other state act or of the 

Federal Credit Union Act; 

(8} common trust investments which deal in investments 

authorized by this act; 

(9} prepaid expenses; 

(10) accrued interest on nonrisk investments; 

(11) furniture and equipment; and 

(12) land and buildings. 

Section 63. Special reserves. In addition to such 

regular reserve, special reserves to protect the interest of 

members shall be established: 

(1) when required by regulation; or 

(2) when found by the board of directors of the credit 
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union or by the <iirector of the department of business 

regulation, in any special case, to be necessary for that 

purpose. 

Section 64. Suspension. (1) If it appears that any 

credit union is bankrupt or insolvent, or that it has 

willfully violated this act, or is operating in an unsafe or 

unsound manner, the director of the department of business 

regulation shall issue an order temporarily suspending the 

credit union's operations for not less than thirty (30) nor 

more than sixty (60) days. The board of directors shall be 

given notice by registered mail of such suspension, which 

notice shall include a list of the reasons for such 

suspension, and/or a list of the specific violations of this 

act. 

(2) Upon receipt of such suspension notice, the credit 

union shall cease all operations, except those authorized by 

the director. The credit union shall then file with the 

director a reply to the suspension notice, and may request a 

hearing to present a plan of corrective actions proposed if 

it desires to continue operations. The board may request 

that the credit union be declared insolvent and a 

liquidating agent be appointed. 

(3) Upon receipt from the suspended credit union of 

evidence that the conditions causing the order of suspension 

have been corrected, the director may revoke the suspension 
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I 

notice and permit the credit union to resume normal 

operations. 

(4) If the director, after issuing notice of 

suspension and providing an opportunity for a hearing, 

rejects the credit union's plan to continue operations, he 

may issue a notice of involuntary liquidation and appoint a 

liquidating agent. The credit union may request the 

appropriate court to stay execution of such action. 

Involuntary liquidation may not be ordered prior to the 

conclusion of suspension procedures outlined in this 

section, 

(5) If, within the suspension period, the credit union 

fails to answer the suspension notice or request a hearing, 

the director may then revoke the credit union's charter, 

appoint a liquidating agent and liquidate the credit union. 

Section 65, Liquidation, (1) A credit union may elect 

to dissolve voluntarily and liquidate its affairs in the 

manner prescribed in this section and the applicable Montana 

corporation laws. 

(.2) The board of directors shall adopt a resolution 

recommending the credit union be dissolved voluntarily, and 

directing that the question of liquidation be submitted to 

tl1e members. 

(3) Within ten (10) days after the board of directors 

decides to submit the question of liquidation to the 
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members, the president shall notify the director of the 

department of business regulation thereof in writing, 

setting forth the reasons for the proposed action, Within 

ten (10) days after the members act on the question of 

liquidation, the president shall notify the director in 

writing as to whether or not the members approved the 

proposed liquidation, 

(4} As soon as the board of directors decides to 

submit the question of liquidation to the members, payment 

on shares, withdrawal of shares, making any transfer of 

shares to loans and int~rest, making investments of any 

kind, and granting loans shall be suspended pending action 

by members on the proposal to liquidate. on approval by the 

members of such proposal, all such business transactions 

shall be permanently discontinued. Necessary expen-ses of 

operation shall, however, continue to be paid on 

authorization of the board of directors or liquidating agent 

during the period of liquidation, 

(5) for a credit union to enter voluntary liquidation, 

approval by a majority of the members in writing or by a 

two-thirds (2/3) majority of the members present at a 

regular or special meeting of the members is required • 

Where authorization for liquidation is to be obtained at a 

meeting of the members, notice in writing shall be given to 

each member, by first class mail, at least ten (10) days 
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prior to such meeting. 

(6) A liquidating credit union shall continue in 

existence for the purpose of discharging its debts, 

collecting and distributing its assets, and doing all acts 

required in order to wind up its business and may sue and be 

sued for the purpose of enforcing such debts and obligations 

until its affairs are fully adjusted. 

(7) The board of directors of the liquidating agent 

shall use the assets of the credit union to pay: 

(a} expenses incidental to liquidating, including any 

surety bond that may be required; 

(b) any liability due nonmembers; and 

(c} deposits and special purpose thrift accounts as 

provided in this act. 

Assets then remaining shall be distributed to the 

members proportionately to the shares held by each member as 

Gf the date dissolution was- vGted. 

(8} As soon as the board of directors or the 

liquidating agent determines that all assets from which 

there is a reasonable expectanct of realization have been 

liquidated and distribu-ted as set forth in this section, 

they shall execute a certificate of dissolution on a form 

prescribed by the department of business regulation and file 

the same, together with all pertinent books and records of 

the liquidating credit union, with the department of 
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business regulation whereupon such credit union shall be 

dissolved. 

Section 66, 

approval of the 

Merger. 

director 

(1) Any credit union may with the 

'of the department of business 

regulation, and compliance with the applicable Montana 

corporation law, merge with another credit union under the 

existing charter of the other credit union, pursuant to any 

plan agreed upon by the majority of each board of directors 

of each credit union joining in the merger, and approved by 

the affirmative vote of a majority of the members of the 

merging credit union present at a meeting of its members 

duly called for such purpose, 

(2} After agreement by the directors and approval by 

the members of the merging credit union, the president and 

secretary of the credit union shall execute a certificate of 

merger, which shall set forth all of the following: 

(a) the time and place of the meeting of the board of 

directors at which the plan was agreed upon; 

(b} the vote in favor of the adoption of the plan; 

(c} a copy of the resolution or other action by which 

the plan was agreed upon; 

(d) the time and place of the meeting of the members 

at which the plan agreed upon was approved; and 

(e} the vote by which the plan was approved by the 

members. 
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(3) Such certificate and a copy of the plan of merger 

agreed upon shall be forwarded to the director, certified by 

him, and returned to both credit unions within thirty (30} 

days. 

(4) Upon return of the certificate from the director, 

all property 

credit union 

rights, and 

shall vest 

members' interest of the merged 

in the surviving credit union 

without deed, endorsement or other instrument of transfer, 

and all debts, obligations and liabilities of the merged 

credit union shall be deemed to have been assumed by the 

surviving credit union under whose charter the merger was 

effected. The rights and privileges of the members of the 

merged credit union shall remain intact. 

(5) This section shall be construed whenever possible 

to permit a credit union chartered under any other act to 

merg~ with one chartered under this act, or to permit one 

chartered under this act to merge with one chartered under 

any other act. 

Section 67. Conversion of charter. (1) A credit union 

chartered under the laws of this state may be converted to a 

credit union chartered under the laws of any other state or 

under the laws of the United States, subject to regulations 

issued by the director of the department of business 

regulation. 

(2) A credit union chartered under the laws of the 
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United States or of any other state may convert to a credit 

union chartered under the laws of this state. To effect 

such a conversion, a credit union must comply with all the 

requirements of the jurisdiction under which it was 

originally chartered and the requirements of the director of 

the department of business regulation and file proof of such 

compliance with said director. 

Section 68. organization. Any central credit union may 

be organized and operated under this act and subject to all 

such provisions not inconsistent with this article. Such 

credit union shall use the term •central" in its official 

name. 

Section 69. Membership. Membership in such central 

credit union may include, but not be limited to; 

(1) credit unions organized and operating under this 

act or under any other credit union act; 

(2) officers, directors, committee members and 

employees of such credit unions; officials and employees of 

any association of credit unions; and employees of federal 

or state government agencies responsible for the supervision 

of credit unions in this state; 

(3) organizations and associations of those persons or 

organizations enumerated in subsections (1) and (2); 

(4) employees of an employer with insufficient numbers 

to form or conduct the affairs of a separate credit union; 
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(5) persons in the field of membership of liquidated 

credit unions or of credit unions which have entered into or 

are about to enter into voluntary or involuntary liquidation 

proceedings; or 

(6) members of the immediate families of all members 

qualified above. 

Section 70. Voting representative. Each credit union 

becoming a member of such central credit union may designate 

one (1) person to be its voting representative in the 

central credit union, which person shall be designated by 

the board of directors of the member credit union. Such 

voting representative shall be eligible to hold office in 

the central credit union as if such person were himself a 

member of the central credit union. 
I 

Section 71. Additional rights and powers. (1) A 

central credit union shall have all of the rights and powers 

of any other credit union organized under this act and the 

additional rights and power specified in this section, 

notwithstanding any limitations or restrictions found 

elsewhere in this act. 

(2) A central credit union may make loans to other 

credit unions; purchase shares of and make deposits in other 

credit unions; and obtain or acquire the assets and 

liabilities of any credit union operating in this state 

which enters into liquidation. 
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(3) A central credit union may invest in and grant 

loans to associations of credit unions, central funds of 

credit unions or organization~ chartered to provide service 

to credit unions. 

(4) A central credit union may borrow money and accept 

from any source, and issue notes or debentures. 

Section 72. Taxation. All credit unions organized 

under this or any other credit union act shall have the same 

immunity from state and local taxation that federal credit 

unions have from time to time under the laws of the United 

States. 

Section 73. Stock transfer taxes. The shares of any 

credit union shall not be subject to stock transfer taxes, 

either when issued or when transferred from one member to 

another. 

Section 74. Participation in government programs. The 

participation by a credit union in any government program 

providing unemployment, social security, old age pension or 

other benefits shall not be deemed a waiver of the taxation 

exemption hereby granted. 

Section 75. Instruction in schools. With the consent 

and under the direction of the state superintendent of 

public instruction, the organization, management, and 

eMtension of credit unions as set forth in this act may be 

taught in the public schools of this state. 
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Section 76. Additional powers of director. In addition 

to any and all other powers heretofore granted to the 

director of the department of business regulation, the 

director shall have the power to authorize any credit union 

to engage in any activity in which such credit union could 

engage were they operating as a federal chartered credit 

7 union at the time such authority is granted, including but 

8 not without limitation because of enumeration the power to 

9 do any act, and own, possess and carry as assets, property 

l'l of such character inclu~i. 1 stocks, bonds or other 

ll debentures which, at the time the authority is granted, are 

12 authorized under federal laws and regulations fur 

13 transactions by federal credit unions notwithstanding any 

14 restrictions elsewhere contained in the statutes )f the 

15 state of Nontana. Upon receipt of a written request from 

l6 any state chartered credit union, the director shall 

17 exercise such power by the issuance of a special order 

18 therefor if he deems it reasonably required to preserve ~nd 

19 protect tte welfare of such an institution and promote the 

20 general economy of this state. 

21 Section 77. It is the intent of the legislature that 

22 if a~art of this act is invalid, all valid parts that~ are 

23 severable from the invalid part remain in effect. If a part 

24 of this act is invalid in one or more of its applications, 

25 the part remains in effect in all valid applications that 
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are severable from the invalid applications. 

Section 78. Sections 14-130 through 14-158, R,C,M. 

1947, are repealed. 

-End-

-42- HB 67 



February 15, 1975 

SENATE COMMITTEE ON BUSINESS AND INDUSTRY 

AMENDMENTS TO HOUSE BILL NO. 67 

That House Bill No. 67, third reading, be amended as follows: 

l. ~~end page 7, section 11, lines 5 and 6. 
Following: "union" 
Strike: "within thirty ( 3 0) days" 
Insert: "promptly" 

2. Amend page n, section 13, line 5. 
Following: "contracts" 
Insert: "as provided for in this act" 

1. A.m·end iJage 8, section 13, lines 18 and 19. 
Following: "source" 
Strike: "in accordance with policy established by the board of 

directors" 
Insert: "up to fifty percent (50%) of total assets, after deduction 

of the notes payable account" 

4. Amend page 10, section 13, lines 8 through 10. 
Strike: Lines 8 through 10 in their entirety. 

~). Amend page 11, section 15, line 3. 
Following: "interest" 
Insert: "provided, that mere residence in a community may not 

establish a common bond of association or interest " 

G. Amend page 14, section 27, line 13. 
Following: "within" 
Strike: "thirty (30)" 
Insert: "fifteen (15)" 

7. /\mend page 22, section 44, line 12. 
Following: "shares" 
Strike: "or deposits" 

8. Amend page 24, section 48, line 4. 
Following: "one and" 
Strike: "one--half percent (l 1/2%)" 
Tnsert: "one-quarter percent (ll/4%)" 

9. Amend page 26, section 55, line 6. 
Fo'llov1ing: "capital" 
Strike: "and surplus" 

10. Amend poqc 2.8, section 59, line 13. 
Following: "in" 
Insert.: "ge:1cral" 



.l. ...L • .rlJlL,-J..L\...,l,. t-"......._'::1"- ._, ...... f L..".._.'-" ..... --·~ 

Follow:L11g: "shares" 
Strike: "or deposits .. 

12. Amend page 35, section 65, line 13. 
F'ollowing: "(c)" 
Strike:. "deposits and" 

13. Amend page 39, section 71, line 22. 
Following: "shares of" 
Strike: "and make deposits in" 

11. /\nlt'nd puqc 40, ~>cction 71, line 5. 
i'ul1owing: "borrow" 
:: t- r i k c: : " m on c y " 

1 '). Amend page 4 0, section 71, 1 ine 5. 
Following: "accept 11 

Insert: "money" 

16. Amend page 41, section 76, lines l, 2, and 3. 
Following: "director" 
Strike: ''In addition to any and all other powers heretofore granted 

to the director of the department of business regulation, the" 
Insert: "The" 

17. Amend page 41, section 76, line 4. 
Following: "director" 
Strike: "shall have the power to" 
Insert: "may" 

lR. Amend page 41, section 76, line 6. 
Following: "were" 
Strike: "they" 
Insert: "it" 

19. Amend page 41, section 76, line 7. 
following: "granted" 
Strike: 11

,., 

Insert: II II 

20. )\mend page 41, section 76, line 7. 
F'ollowing~ "," 
Strtkc: "including" 
Insert; "Such powers shall include" 

n. Amend page 41, section 7 6, line 8. 
Following: "not" 
~:;trike: "without" 
Jns(:rt: "by way of" 

.)2. ,\'''•.~nd p,1ge 41, section 76, line 8. 
r;•o] h"·•r i ng: "l imitation" 
Strike: "because of enumeration" 
Insert: " !i 

23. /\mend page 41, section 76, line 15. 
Following: "Montana" 
Insert: "except that the director may not charter a credit union 

not having a common bond of membership as defined in 
section 15 of thiv act" 
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HOU3E BILL NO. 67 

INTRODUCED BY MANUEL, SHELDEN, GERKE, FAGG, STOLTZ, 

MENAliAN, H. BAETH, GUNDERSON, LYNCH, HARPER, HUENNEKENS, 

LUE:3ECK, FLElUNG, O'CONNELL, R. BAETH, HAGEMAN, 

BARDANOUVE, JOHNSTON 

A BILL FOR AN ACT ENTITLED: MAN ACT TO PROVIDE FOR THE 

ORGANIZATION, OPERATION, AND SUPERVISION 

NONPROFIT THRIFT AND CREDIT ASSOCIATIONS TO 

OF COOPERATIVE 1 

BE KNOWN AS 

CREDIT UNIONS AND TO DEFINE THEIR POWERS; AND REPEALING 

SECTIONS 14-130 THROUGH 14-158, R.C.M. 1947." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act shall be known and 

may be cited as the •Montana Credit Union Act•. 

Section 2. Definition and purposes. A credit union is 

a cooperat~ve, nonprofit association, incorporated under 

this act, for the purposes of encouraging thrift among its 

members, creating a source of credit at a fair and 

reasonable rate of interest, and providing an opportunity 

for its members to use and control their own money in 

to improve their economic and social condition. 

order 

Section 3. Organization procedure. (1) Any seven (7} 

or more residents of this state, of legal age, who have a 

~ammon bond def~neo ~n section [15], may organize a credit 
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union and become charter members thereof by complying with 

this section. 

(2) The subscribers shall execute 

articles of incorporation, which conform to 

in 

the 

duplicate 

applicable 

Montana corporation law, and agree to the terms thereof, 

which articles shall state: 

(a) the name, which shall include the words •credit 

union• and which shall not be the same as that of any other 

existi~g credit union in this state, and the location where 

the proposed credit union is to have its principal place of 

business; 

(b) that the existence of the credit union is 

perpetual; 

(c) the par value of the shares of the credit union, 

which shall be in five dollar ($5) multiples of not less 

than five dollars ($5), nor more than twenty-five dollars 

( $25) i 

{d) that the credit union shall be organized under 

this act for the purposes set forth therein; 

(e) the names and addresses of the subscribers to the 

articles of incorporation, and the value of shares 

subscribed to by each, which shall be not less than five 

dollars ($5); and 

(f) that the credit union may exercise such incidental 

powers as are necessary or requisite to enable it to carry 
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on effectively the business for which it is incorporated, 

and those powers which are inherent in the credit union as a 

legal entity. 

(3) The subscribers shall prepare and adopt bylaws for 

the general government of the credit union consistent with 

this act, and execute the same in duplicate. 

(4) The subscribers shall select at least five (5) 

qualified persons who agree to serve on the board of 

directors, and at least th~ee (3) qualified persons who 

agree to serve on the supervisory committee. A signed 

agreement to serve in these capacities until the first 

annual meeting or until the election of their successors, 

whichever is later, shall be executed by those who so agree. 

This agreement shall be submitted to the director of the 

department of business regulation. 

(5) The subscribers shall forward 

incorporation and the bylaws to the 

the articles 

director of 

of 

the 

department of business regulation. The director may issue a 

certificate of approval, if the articles and the bylaws are 

in conformity with this act and he is satisfied that the 

proposed field of operation is favorable to the success of 

such credit union and that the standing of the proposed 

organizers is such as to give assurance that its affairs 

will be properly administered. He shall return a copy of 

the bylaws and the articles to the applicants or their 
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representatives, which shall be preserved in the permanent 

files of the credit union. The application shall be acted 

upon within thirty (30) days. The articles of incorporation 

shall then be filed with the secretary of state who, upon 

payment of the filing fees therefor, shall issue a 

certificate of incorporation. 

(6) The subscribers 

not transact any business 

charter has been received. 

for a credit union charter shall 

until formal approval of the 

Seation 4. Form of articles and bylaws. In order to 

simplify the organization of credit unions, the director of 

the department of business regulation shall cause to be 

prepared a form of articles of incorporation and a form of 

bylaws, consistent with this act, which may be used by 

credit union incorporators for their 

articles of incorporation and bylaws 

without charge to persons desiring to 

union. 

guidance. Such 

shall be available 

organize a credit 

Section 5. Amendments. (1) The articles of 

incorporation or the bylaws may be amended as provided in 

the bylaws. Amendments to the articles of incorporation or 

bylaws shall be submitted to the director of the department 

of business regulation who shall approve or disapprove the 

amendments within sixty (60) days. 

(2) Amendments shall become effective upon approval in 
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writina by the director and no fee shall be charged for such 

ap~roval. 

Section 6. Use of name exclusive. With the exception 

of a credit union organized under the provisions of this act 

or of any other credit union act, or an association of 

credit unions or a recognized chapter thereof, any person, 

corporation, copartnership or association using a name or 

title containing the words •credit union• or any derivation 

thereof or represen~ing themselves in their advertising or 

o~herwise as conducting business as a credit union shall be 

fined not more than five hundred dollars ($500) 

imprisoned not more than one (1} year, or bo~h, and may 

permanently enjoined from using such words in its name. 

or 

be> 

Section 7. Office facilities. (1) A credit union may 

change its place of business within this state upon written 

notice to the department of business regulation. 

(2) A credit union may share office space with one (1) 

or more credit unions and contract with any person or 

corporation to provide facilities or personnel. 

Section B. Fiscal year. The fiscal year of each credit 

union organized under this act shall end on December 31. 

Section 9. Director of the department ot business 

regulation. (ll The a~rector shall admLnister the laws of 

this state relatir,g to credit unions. He may appoint or 

emoJ oy s .:ch special assistants, deputies, examiners, or 
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other employees as are necessary for the purpose 

administering or enforcing this act. 

of 

(2) The director may prescribe rules and regulations 

for the administration of this act and may establish 

chartering, supervisory and examination fees. 

(3) The director shall, from time to time, issue rules 

and regulations prescribing the minimum amount of surety 

bond coverage and casualty, liability and fire insurance 

required of credit unions in relation to their assets or to 

the money and other personal property involved, or their 

exposure to risk. 

Section 10. Reports. (1) Credit unions organized under 

this act shall repor~ to the director annually on or before 

February 1 on forms supplied by him for that purpose. 

Additional reports may be required. 

(2) A fine of five dollars ($5) for each day a report 

is in arrears shall be levied against the offending credit 

union unless it is excused for cause by the director. 

Section 11. Examinations. (1) The department 

business regulation shall annually examine or cause to 

of 

be 

examined each credit union. Each credit union and all of 

its officers and agents shall be required to give to 

representatives of the nirector cf the department full 

access to all books, ?apers, securities, records and other 

sources of information under their control; and for the 
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purpose of the examination the representatives may subpoena 

witnesses, administer oaths, compel the giving of testimony, 

and require the submission of documents. 

(2) A report of the examination shall be forwarded to 

the executive officer of each credit union w~~h~~--~h*re~ 

f~&+--ea~e PROMPTLY after completion. The report shall 

contain comments relative to the management of the affairs 

of the credit union and also as to the general condition of 

its assets. Within sixty (60).days after the receipt of the 

report, the directors and committeemen shall meet to 

consider matters contained in the report. 

(3) In lieu of making an annual examination of a 

credit union, the director may accept an audit report of the 

condition of the credit union made by an auditor approved by 

the director. The cost of the audit shall be borne by the 

credit union. 

Section 12. Records. (1) A credit union shall maintain 

all books, records, accounting systems and procedures in 

accordance .with such rules as the director from time to time 

prescribes. In prescribing such rules, the director shall 

consider the relative size of a credit union and its 

reasonable capability of compliance. 

(2) A credit union is not liable for destroying 

records after the expiration of the record retention time 

prescribed by the director. 
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(3) A photostatic or photographic reproduction of any 

credit union records shall be admissible as evidence of 

transactions with the credit union. 

Section 13. General powers. A credit union may: 

(1) make contracts AS PROVIDED FOR Ili TliiS ACT; 

(2) sue and be sued; 

(3) adopt and use a common seal and alter same; 

(4) acquire, lease, hold and dispose of property, 

either in whole or in part, necessary or incidental to its 

operations; 

(5) at the discretion .of the board of directors, 

require the payment of an entrance fee or annual membership 

fee, or both, of any person admitted to membership; 

{6) receive savings from its members in the form of 

shares or special purpose thrift accounts; 

{7) lend its funds to its members as hereinafter 

provided; 

(8) borrow from any source *~-aeeerea~ee--w~eh--~e~*e~ 

eeear.~~ehee--ey--ehe--eetu!l!i-e~-e*ree~ere UP TO FIFTY PERCE:lT 

(50%) OF TOTAL ASSETS, AFTER DEDUCTION OF THE NOTES PAYABLF. 

ACCOUNT; 

(9} discount and sell any eligible obligations, 

subject to rules and regulations prescribed by the director; 

(10) sell all or substantially all of its assets or 

purchase all or substantially all of the assets of another 
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credit union, subject to the approval of the director; 

(11) invest surplus funds as provided in this act; 

(12) make deposits in legally chartered banks, savings 

banks, building and loan associations, savings and loan 

associatior.s, trust companies and central type. credit union 

organi zatior.~.; 

(13) assess charges to members in accordance with the 

bylaws for failure to meet promptly their obligations to the 

credit union; 

(14) hold membership in other credit unions organized 

under this act or other acts, and in other associations and 

organizations composed of credit unions; , 

(15) declare dividends and pay interest refunds to 

borrowers as provided in this act; 

(16) collect, receive and disburse monies in connection 

with the sale of negotiable checks, money orders and other 

~oney type ~nstruments, and for such other purposes as may 

provide benefit or convenience to its members, and charge a 

reasonable fee for such services, 3UT NOT INCLUDING CHECKING 

ACCOUNT SERVICES; 

(17) perform such tasks and missions as are requested 

by the federal government or this state or any agency or 

~Joli tical suhdi vision thereof, 11hen approved by the board of 

Qirectors and not inconsistent with this act; 

[18} CO!jtr~bute t.o, support or participate ~n any 
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nonprofit service facility whose services will benefit the 

credit union or its membership, subject to such regulations 

as are prescribed by the director; 

(19) make donations or contributions to any civic, 

charitable or community organizations as authorized by the 

board of directors, subject to regulations as are prescribed 

by the director; or 

(20) purchase or make available insurance for its 

directors, officers, agents, employees and members. 

H9WBVBRr-~HB-8RB8~~-HN~9N-SHA~~-H9~-BN6A6BT-B~RBe~~¥-eR 

~HBiRE€~b¥7-~H-~HB-S~B-9R-BSS~NBSS-9P-~NSSRANeB7-e~HBR-~HAH 

9N-~iPB-9N-SHARBS-AH8-b9ANS~ 

Section 14. Incidental powers. A credit union may 

exercise such incidental powers as are granted corporations 

organized under the laws of this state including those that 

are necessary to enable it to promote and carry on most 

effectively its purposes. 

Section 15. Membership defined. (1) The membership of 

a credit union shall be limited to and consist of the 

subscribers to the articles of incor1~ration and such other 

persons within the common bond set forth in the bylaws as 

have been duly admitted members, have paid the required 

entrc.nce feE' or membership fee, or both, have s•-·bscribed for 

one (1) or more shares, and have paid th•, initial 

installment thereon, and have complied with such other 
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requirements as the arti~les of incorporation or bylaws 

specify. 

(2) Credit union membership may include groups having 

a coi!U!lon bond of S-imilar occupation, association or interest 

~ROVIR~P4 THAT MERE RESIDENCE IN A COMMUNITY MAY NOT 

ESTAB~ISH_h COMMON BOND OF ASSOCIATION OR INTEREST, or to 

employees of a common employer, and members of the immediate 

family of such persons. 

Section 16. Societies -~ associations. Societies, and 

copartnerships composed primarily of individuals who are 

eligible for membership, and corporations whose stockholders 

are composed primarily of such individuals, may be admitted 

to membership in the same manner and under the same 

conditions as individuals, but may not borrow in excess of 

their shareholdings. 

Section 17. Other credit unions. Any credit union 

organized under this act may permit membership of any other 

credit union organized under this act or other acts. 

Section 18. Limited income persons. Existing credit 

unions may include within their field of membership limited 

income persons as defined by the director of the department 

of business regulation for whom credit union services are 

otherwise unavailable. 

Section 19. Members who leave field. Members who leave 

the field of membership may be permitted to retain their 
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membership in the credit union as a matter of general policy 

of the board of directors. 

Section 20. Liability of members. The members of the 

credit union shall not be personally or individually liable 

for the payment of its debts. 

Section 21. Meetings of members. (l) The annual 

meeting and any special meetings of the members of the 

credit union shall be held at the time, place, and in the 

manner indicated by the bylaws. 

(2~ At all such meetings a member shall have but one 

{1) vote, irrespective of his shareholdings. No member may 

vote by proxy, but a member may vote by absentee ballot if 

the bylaws of the credit union so provide. 

(3) A society, association, copartnership or 

corporation, having membership in the credit union, may be 

represented and have its vote cast by one of its members or 

shareholders, provided such person has been fully authorized 

by the organization's governing body. 

(4) The board of directors may establish a minimum 

age, not greater than eighteen {18) years of age, as a 

qualification of eligibility to vote at meetings of the 

members, or to hold office, or both. 

Section 22. Election or appointment of officials. (1) 

The credit union shall be directed by a board consisting of 

an odd number of directors, at least five (5) in number, to 
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be elected at the annual membership meeting by and from the 

members. All members of the board shall hold office for 

such terms as the bylaws provide. 

(2) The board of directors shall appoint a supervisory 

committee of not less than three (3) meffibers at the 

organization meeting anu within thirty { 30 i days following 

each annual meeting of the members for such terms as the 

bylaws provide. 

(3) The board of directors shall appoint a credit 

committee consisting of an odd number, not less than three 

(3), for such terms as the bylaws provide, or in lieu of a 

credit committee, a credit manager. 

Section 23. Record of board and committee members. 

Within fifteen (15) days after election or appointment, a 

record of the names and addresses of the members of the 

board, committees and all officers of the credit union shall 

be filed with the oepartment of business regulation on forms 

provided by the department. 

Section 24. Vacancies. The board of directors shall 

fill any vacancies occurring in the board until successors 

elected at the next annual meeting have qualified. The 

board shall also fill vacancies in the credit and 

supervisory committees. 

Section 25. Compensation of officials. No officer, 

director, or committee member, other than the treasurer, a 
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credit manager, or a loan officer may be compensated for his 

service as such, but reasonable life, health, accident and 

similar insurance protection for a director or committee 

member shall not be considered compensation. Directors and 

committee members, while on official business of the credit 

union, may be reimbursed for necessary expenses incidental 

to the performance of the business. 

Section 26. Conflicts of interest. No director, 

committee member, officer, agent or employee of the credit 

union shall in any manner, directly or indirectly, 

participate in the deliberation upon or the determination of 

any question affecting his pecuniary interest or the 

pecuniary interest qf any corporation, partnership, or 

association (other than the credit union) in which he is 

directly or indirectly interested. 

Section 27. Executive officers. (1) At their 

organization meeting and within eftirey-~~et FIFTEEN (15) 

days following each annual meeting of the members, the 

directors shall elect from their own number an executive 

officer, who may be designated as chairman of the board or 

president; a vice chairman of the board or one (1) or more 

vice presidents; a treasurer; and a secretary. The 

treasurer and the secretary may be the same individual. The 

persons so elected shall be the executive officers of t~e 

corporation. 
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qualified. 

The terms of the officers shall be one 

their successors are chosen and 
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(1) year, 

have duly 

(3) The duties of the officers shall be prescribed in 

the bylaws. 

(4) The board of directors may employ an officer in 

charge of operations whose title shall be either president 

and/or general manager; or, in lieu thereof, the board of 

directors may designate the. treasurer or an assistant 

treasurer to act as general manager and be in active charge 

of the affairs of the credit union. 

Section 28. 

directors shall 

Authority of directors. The board of 

have the general direction of the business 

affairs, funds, and records of the credit union. 

Section 29. Executive committee. From the persons 

elected to the board, the board may appoint an executive 

committee of not less than three (3) directors who may be 

authorized to act for the board in all respects, subject to 

such conditions and limitations as are prescribed by the 

board. 

Section 30. Meetings of directors. The board of 

directors and the executive committee shall meet as often as 

necessary, but one body must meet at least monthly and the 

other at least quarterly. 

Section 31. Duties of directors. It shall be the duty 
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of the directors to: 

(1) act upon applications for membership; or to 

appoint one (1) or more membership officers to approve 

applications for membership under such conditions as the 

board prescribes. A record of a membership officer's 

approval or denial of membership shall be available to the 

board of directors for inspection, A person denied 

membership by a membership officer may appeal the denial to 

the board; 

(2p purchase a blanket fidelity bond, in accordance 

with any rules and regulations of the director, to protect 

the credit union against 

covered therein such as 

losses 

fraud, 

embezzlement, misappropriation, 

caused by occurrences 

dishonesty, forgery, 

misapplication, or 

unfaithful performance of duty by a director, officer, 

employee, member of an official committee, attorney at law, 

or other agent; 

{3) determine from time to time the interest rate or 

rates consistent with this act, which shall be charged on 

loans and to authorize interest refunds, if any, to members 

from income earned and received in proportion to the 

interest paid by them on such classes of loans and under 

such conditions as the board prescribes; 

(4) fix from time to time the maximum amount which may 

be loaned to any one member; 
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(5) declare dividends on shares in the manner and form 

as provided in the bylaws; 

(6) limit the number of shares which may be owned by a 

member, such limitations to apply alike to all members; 

(7) have charge of the investment of surplus funds, 

except that the board of directors may designate an 

investment committee or any qualified individual to have 

charge of making investments under controls established by 

the board of directors; 

(8) authorize the employment of such persons necessary 

to carry on the business of the credit union, including the 

credit manager, 

requested by 

loan officers and audit~ng assistants 

the supervisory committee; and fix the 

compensation, if any, of the treasurer and the general 

manager and provide for compensation for other employees 

within guidelines predetermined by the board of directors: 

(9) authorize the conveyance of property; 

(10) borrow or lend money to carry on the functions of 

the credit union: 

(11) designate a depository or depositories for the 

funds of the credit union; 

(12) susrend any or all members of the credit or 

supervisory committee for failure to perform their duties; 

(13) appoint any special committees deemed necessary; 

and 
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(14) perform such other duties as the members from time 

to time direct, and perform or authorize any action not 

inconsistent with this act and not specifically reserved by 

the bylaws for the members. 

Section 32. Authority of credit committee. The credit 

committee shall have the general supervision of all loans to 

members. 

Section 33. Meeting of credit committee. The credit 

committee shall meet as often as the business of the credit 

union requires and not less frequently than once a month to 

consider applications for loans. No loan shall be made 

unless it is approved by a majority of the committee who are 

present at the m~eting at which the application is 

considered. 

Section 34. Loan officers. (1) The credit committee 

may appoint one (1) or more loan officers and delegate the 

power to approve loans, subject .to such limitations or 

conditions as the credit committee prescribes. 

(2) Loan applications not approved by a loan officer 

shall be reviewed and acted upon by the credit committee. 

Section 35. Credit manager. The credit committee may 

be dispensed with, and a credit manager empowered to approve 

or disapprove loans under conditions prescribed Ly the board 

of directors. In the event the credit committee is 

dispensed with, the procedures prescribed in sections [32], 
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[33) and [34] do not apply, and no loans shall be made 

unless approved by the credit manager, except the credit 

manager may appoint one (1) or more loan officers with the 

power to approve loans, subject to such limitations or 

conditions as he prescribes. 

Section 36. Duties of supervisory committee. {1) The 

supervisory committee shall make or cause to be made a 

comprehensive annual audit of the books and affairs of the 

credit union and shall submit a report of that audit to the 

board of directors and a summary of that report to the 

members at the next annual meeting of the credit union. It 

shall make or cause to be made such supplementary audits or 

examinations as it deems necessary or as are required by the 

director or by the board of directors, and submit reports of 

these supplementary audits to the board of directors. 

(2) The supervisory committee shall cause the accounts 

of the members to be verified with the records of the credit 

union from time to time, and not less frequently than every 

two (2) years. 

Section 37. Suspension and removal of officials. (1) 

The supervisory committee by a unanimous vote may suspend 

any member of the credit committee and shall report such 

action to the board of directors for appropriate action. 

(2) The supervisory committee by a unanimous vote may 

suspend any officer or member of the board of directors 
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until the next members' meeting, which shall be held not 

less than seven (7) nor more than twenty-one [21) days after 

such suspension. At such meeting the suspension shall be 

acted upon by the members. 

(3) Any member of the supervisory committee may be 

removed by the board of directors for failure to perform his 

duties in accordance with this act, the articles of 

incorporation, or the bylaws. 

Section 38. Calling of special meeting. The 

supervisory committee by a majority vote may call a special 

meeting of the members to consider any violation of this 

act, the credit union's charter or bylaws, or any practice 

of the credit union deemed by the supervisory committee to 

be unsafe or unauthorized. 

Section 39. Shares. (1) The capital of a credit union 

consists of the payments by the members on shares. 

(2) Shares may be subscribed to, paid for and 

transferred in such manner as the bylaws prescribe. 

(3) A' certificate need not be issued to denote 

ownership of a share in a credit union. 

Section 40. Dividends. (1) At such intervals and for 

such periods as the board of directors may authorize, and 

after provision for the required reserves, the board of 

directors may declare dividends to be paid from the 

undivided earnings at such rates and upon such classes of 
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shares as are determined by the board. Such dividends shall 

be paid on all paid up shares outstanding at the close of 

the period for which the dividend is declared. 

(2) Shares which P8Come fully paid up during such 

dividend period and are outstanding at the close of the 

period shall be entitled to a proportionate share of such 

dividend. 

(3) Dividend credit for a month may be accrued on 

shares which are or become fully paid up during the first 

fifteen (15) days of that month. 

Section 41. Thrift accounts. Christmas clubs, vacation 

clubs, and other thrift accounts may b~ operated under 

conditions established by the board of directors. 

Section 42. ~inors accounts. Shares may be issued to a 

minor who may withdraw the shares including the dividends 

and in~erest thereon. Share payments made by a minor and 

withdrawals thereof by the minor shall be valid in all 

respects. For such purposes a minor is deemed of full age. 

Section 43. Joint accounts. (1) A member may designate 

any person or persons to hold shares and thrift club 

accounts with him in joint tenancy with the right of 

survivorship, but no joint tenant, unless a member in his 

own right, shall be~ permitted to vote, obtain loans, 0r hold 

office or be requi =·ed to pay an entrance or membership fee. 

( 2) Payrne'1t of ?art or all of such accounts to any of 
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the joint tenants shall, to the extent of such payment, 

discharge the liability to all. 

Section 44. Trust accounts. (1) Shares may be issued 

in the name of a member in trust for a beneficiary, 

including a minor, but no beneficiary, unless a member in 

his own right, shall be permitted to vote, obtain loans, 

hold office or be required to pay an entrance or membership 

fee. 

(2') Payment of part or all of such shares to such 

member shall, to the extent of such payment, discharge the 

liability of the credit union to the member and the 

beneficiary, and the credit union shall be under no 

obligation to see the.application of such payment. 

(3) In the event of the death of the member, and if 

shares are so issued or held and the credit union has been 

given no other written notice of the existence or terms of 

any trust, such shares er--~epeei~s and any dividends or 

interest thereon shall be paid to the beneficiary. 

Section 45. Liens. The credit union shall have a lien 

on the shares and accumulated dividends or interest of a 

member in his individual, joint or trust account, for any 

sum past due the credit union from said member or for any 

loan endorsed by him. 

Section 46. Dormant accounts. (1) If a credit union is 

unable to contact a member, beneficiary or other person via 
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first class mail at the last address shown on the records of 

the credit union, and if such inability continues for a 

period of more than five (5) years, all shares, accounts, 

dividends, interest and other sums due or standing in the 

name of such member, beneficiary or other person may, by 

action of the board of directors, be segregated, and 

thereafter no dividends or interest will accrue thereto. 

(2) The member may reclaim any such sums by proper 

administrative or judicial proceedings or in accordance with 

the Uniform Disposition of Unclaimed Property Act. 

(3) This section does not apply to shares, accounts, 

dividends, interest and other sums due to or standing in the 

name of two (2) or more persons unless the credit union is 

unable to contact any such persons in the manner and during 

the period specified in subsection (1). 

Section 47. Reduction in shares. (1) Whenever the 

losses of any credit union, resulting from a depreciation in 

value of its loans or investments or otherwise, exceed its 

undivided earnings and reserve fund so that the estimated 

value of its assets is less than the total amount due the 

shareholders, the credit union may by a majority vote of the 

entire membership order a reduction in the shares of each of 

its shareholders to divide the loss proportionately among 

the members. 

(2) If the credit union thereafter realizes from such 
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assets a greater amount than was fixed by the order of 

reduction, such excess shall be divided proportionately 

among the shareholders whose assets were reduced, but only 

to the extent of such reduction. 

Section 48. Purposes, terms, and interest rate. A 

credit union may loan to members for such purpose and upon 

such security and terms as the credit committee, credit 

manager, or loan officer approves, at rates of interest not 

exceeding one aft~--efte-fta%~--~e~eefte--f~--ifi%t ONE-QUARTER 

PERCENT•(! 1/4%) per month on the unpaid monthly balances. 

Section 49. Application. Every application for a loan 

shall be made in writing upon a form, which the credit 

committee, credit manager, or loan officer prescribes. The 

application shall state the purpose for which the loan is 

desired, and the security, if any, offered. Each loan shall 

be evidenced by a written document. 

Section 50. Loan limit. No loan shall be made to any 

member in an aggregate amount in excess of ten percent (10%) 

of the credit union's total assets. 

Section 51. Security. In addition to generally 

accepted types of security, the endorsement of a note by a 

surety, comaker or guarantor, or assignment of shares of 

wages, in a manner consistent with the laws of this state, 

shall be deemed security within the meaning of this act. 

The adequacy of any security shall be determined by the 
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credit committee, credit manager, or loan officer, subject 

to this act and the bylaws. 

Section 52. Installments. A member may receive a loan 

in installments, or in one sum, and may pay the whole or any 

part of his loan on any day on which the office of the 

credit union is open for business. 

Section 53. Line of credit. The credit committee or 

credit manager may approve in advance upon their own motion 

or upon application by a member, a line of credit, and 

advances may be granted to each member within the limit of 

such extension of credit. Where a line of credit has been 

approved, no additional loan applications a;e required as 

long as the aggregate obligation does not exceed the limit 

of such extension of credit. 

Section 54. Other loan programs. (1) A credit union 

may participate in loans to credit union members jointly 

with other credit unions, corporations, or financial 

organizations. 

(2) A credit union may participate in guaranteed loan 

programs of the federal and state government. 

(3) A credit union may purchase tne conditional sales 

contracts, notes and similar instruments of its members. 

Section 55. Loans to officials. (1) A credit union may 

~ake loans to its directors, employees, loan officers, 

creJit manager, and to rnemters of its supervisory and credit 

-25- Ji3 67 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

H3 OOG7/03 

committees, provided that: 

(a) the loan complies with all lawful requirements 

under this act with respect to loans to other borrowers and 

is not on terms more favorable than those extended to other 

borrowers: and 

(b) any such loan or aggregate of loans to any one 

director or committee member which exceeds two thousand five 

hundred dollars ($2,500) plus pledged shares must be 

reporte·d to the board of directors. Loans to directors and 

committee members may not exceed an aggregate of twenty 

percent (20%) of unimpaired capital aft~--s~~~~s of the 

credit union. 

(2) A credit union may 

loan officers, credit 

permit 

manager, 

directors, employees, 

and members of its 

supervisory and credit committees to act as comakers, 

guarantors or endorsers of loans to other members, except 

when any such loan standing alone or when added to any 

outstanding loan or loans to the comaker, guarantor or 

endorser exceeds two thousand five hundred dollars ($2,500), 

approval of the board of directors is required. 

Section 56. Insurance for members. (1) A credit union 

may purchase or make availaLle insurance for its members in 

amounts related to their respective ages, shares, or loan 

balances, or to any combination of them. 

Section 57. Liability insurance for officers. A credit 
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union may purchase and maintain insurance on behalf of any 

person who is or was a director, officer, employee or agent 

of the credit union, or who is or was serving at the request 

of the credit union as a director, officer, employee, or 

agent of another corporation, partnership, joint venture, 

trust or other enterprise against any liability asserted 

against such person and incurred by such person in any such 

capacity or arising out of such person's status as such, 

whether or not the credit union would have the power to 

indemnify such person against such liability. 

Section 58. Share insurance. (1) Not later than 

January 1, 1976, each credit union shall apply for insurance 

on share accounts under the provisions of Title II of the 

National Credit Union Act. A cr~dit union which has been 

denied a commitment for insurance of its share accounts 

shall either dissolve, merge with another credit union which 

is insured under Title II of the National Credit Union Act, 

or apply in writing within thirty (30) days of denial to the 

director of the department of business regulation for 

additional time to obtain an insurance commitment. 

(2) The director of the department of business 

regulation shall grant additional time for the credit union 

to obtain the insurance commitment upon satisfactory 

evidence that the credit union has made or is making a 

substantial effort to achieve the conditions precedent to 
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issuance of the commitment. Additional time or times shall 

not extend later than January 1, 1978. 

(3) The director of the department of business 

regulation shall make available reports of condition and 

examination reports to the administrator of the National 

Credit Union Administration and may accept any report of 

examination made on behalf of such administrators. The 

director may appoint the administrator of the National 

Credit Union Administration as liquidating agent of an 

insured ~redit union. 

Section 59, Investment of funds. Funds not used in 

loans to members may be invested: 

{1) in securities, obligations or other instruments of 

or issued by or fully guaranteed as to principal and 

interest by the United States of America, or any agency 

thereof, or in any trust or trusts established for investing 

directly or collectively in the same; 

(2) in GENERAL obligations of any state of the United 

S~ates, the District of Columbia, the Commonwealth of Puerto 

Rico, and the several territories organized by congress, or 

any political subdivisions thereof; 

(3) in certificates of deposit or passbook type 

accounts issued by a state or national bank, mutual savings 

bank, building and loan association, or savings and loan 

association; 
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(4) in loans to or in shares or deposits of other 

credit unions; 

(5) in the capital shares, obligations, or preferred 

stock issues of any agency or association organized either 

as a stock company, mutual association or membership 

corporation, provided the membership or stockholdings, as 

the case may be, of such agency or association are primarily 

confined or restricted to credit unions, or organizations of 

credit unions, and provided the purposes for which such 

agency or association is organized are designed primarily to 

service or otherwise assist credit union operations: 

(6) in shares of a cooperative society organized under 

the laws of this state or of the laws of the United States 

in the total amount not exceeding ten percent (10%) of the 

shares and surplus of the credit union: 

(7) in loans to any credit union association or 

corporation, national or state, of which the credit union is 

a member, except that such investments shall be limited to 

two percent (2%) of the assets of the credit union. 

Section 60. Transfers to regular reserve. (1) 

Immediately before the paynent of each dividend, the gross 

earnings of the credit union shall be determined. From this 

amount, there shall Le set aside Slli~s as a regular reserve 

for contingencies in accordance with the followinq schedule: 

(a) ten percent (10%) of gross income until the 
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regular reserve equals five percent (5%) of the total of 

outstanding loans and risk assets; then 

(b) seven percent (7%) of gross income 

regular reserve equals six percent (6%) of the 

outstanding loans and risk assets: then 

(c) five percent (5%) of gross income 

regular reserve equals seven percent (7%) of the 

outstanding loans and risk assets. 

until the 

total of 

until the 

total of 

(2·) Whenever the regular reserve falls below seven 

percent (7%), six percent {6%), or five percent (5%) of the 

total outstanding loans and risk assets, as the case may be, 

it shall be replenished by regular contributions in such 

amounts as are needed to maintain the reserve goals of five 

percent {5%), six percent (6%), or seven percent (7%). 

(3) Any entrance fees, charges and transfer fees 

shall, after payment of organization expense, be added to 

the regular reserve. 

Section 61. Use of regular reserve. The 

reserve shall belong to the credit union and shall 

regular 

be used 

to meet losses except those resulting from an excess of 

expenses over income and shall not be distributed except on 

liquidation of the credit union, or in accordance with a 

plan approved by the director of the department of business 

regulation. 

Section 62. Risk assets defined. For the purpose of 
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establishing the reserves required, 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 loan associations, and credit unions; 

(3) assets which are insured, fully guaranteed as to 

principal and interest, or due from the United states 

government, its agencies, the federal national mortgage 

association, 

association; 

or the government 

(4) loans to other credit unions; 

national mortgage 

(5) loans to students insured under the provision of 

Title IV, part B of the Higher Education Act of 1965, or 

similar state insurance programs; 

(6) loans insured under Title I of the National 

Housing Act by the federal housing administration; 

(7) shares e~--eepeei~e in central credit unions 

organized under this act or of any other state act or of the 

Federal Credit Union Act; 

(8) common trust investments which deal in investments 

authorized by this act; 

(9) prepaid expenses; 

(10) accrued interest on nonrisk investments; 

(11) furniture and equipment; and 

(12) land and buildings. 
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Section 63. Special reserves, In addition to such 

regular reserve, special reserves to protect the interest of 

members shall be established: 

(1) when required by regulation; or 

(2) when found by the board of directors of the credit 

union or by the director of the department of business 

regulation, in any special case, to be necessary for that 

purpose. 

Section 64. Suspension. (1) If it appears that any 

credit union is bankrupt or insolvent, or that it has 

willfully violated this act, or is operating in an unsafe or 

unsound manner, the director of the department of business 

regulation shall issue an order temporarily suspending the 

credit union's operations for not less than thirty (30) nor 

more than sixty (60) days, The board of directors shall be 

given notice by registered mail of such suspension, which 

notice shall include a list of the reasons for such 

suspension, and/or a list of the specific violations of this 

act, 

(2) Upon receipt of such suspension notice, the credit 

union shall cease all operations, except those authorized by 

the director. The credit union shall then file with the 

director a reply to the suspension notice, and may request a 

hearing to present a plan of corrective actions proposed if 

it desires to continue operations. The board may request 
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that the credit union be declared 

liquidating agent be appointed. 

insolvent and a 

(3) Upon receipt from the suspended credit union of 

evidence that the conditions causing the order of suspension 

have been corrected, the director may revoke the suspension 

notice and permit the credit union to resume normal 

operations. 

(4) If the director, after issuing notice of 

suspension and providing an opportunity for a hearing, 

rejects the credit union's plan to continue operations, he 

may issue a notice of involuntary liquidation and appoint a 

liquidating agent. 

appropriate court 

The credit union may 

to stay execution of 

request the 

such action. 

Involuntary liquidation may not be ordered prior to the 

conclusion 

section. 

of suspension procedures outlined in this 

(5) If, within the suspension period, the credit union 

fails to answer the suspension notice or request a hearing, 

the director may then revoke the credit union's charter, 

appoint a liquidating agent and liquidate the credit union. 

Section 65. Liquidation. (1) A credit union may elect 

to dissolve voluntarily and liquidate its affairs in the 

manner prescribed in this section and the applicable Montana 

corporation laws. 

(2) The board of directors shall adopt a resolution 
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recommending the credit union be dissolved voluntarily, and 

directing that the question of liquidation be submitted to 

the members. 

(3) Within ten (10) days after the board of directors 

decides to submit the question of liquidation to the 

members, the president shall notify the director of the 

department of business regulation thereof in writing, 

Within setting forth the reasons for the proposed action. 

ten (ln) days after the members act on the question of 

liquidation, the president shall notify the director in 

writing as to whether or not the members approved the 

proposed liquidation. 

(4) As soon as .the board of directors decides to 

submit the question of liquidation to the members, payment 

on shares, withdrawal of shares, making any transfer of 

shares to loans and interest, making investments of any 

kind, and granting loans shall be suspended pending action 

by members on the proposal to liquidate. On approval by the 

members of such proposal, all such business transactions 

shall be permanently discontinued. Necessary expenses of 

operation shall, however, continue to be paid on 

authorization of the board of directors or liquidating agent 

during the period of liquidation. 

(5) For a credit union to enter voluntary liquidation, 

approval by a majority of the members in writing or by a 
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two-thirds (2/3) majority of the members present at a 

regular or special meeting of the members is required. 

Where authorization for liquidation is to be obtained at a 

meeting of the members, notice in writing shall be given to 

each member, by first class mail, at least ten (10) days 

prior to such meeting. 

(6) A liquidating credit 

existence for the purpose of 

union shall 

discharging 

continue in 

collecting and distributing its assets, and doing 

its debts, 

all acts 

required in order to wind up its business and may sue and be 

sued for the purpose of enforcing such debts and obligations 

until its affairs are fully adjusted. 

(7) The board of directors of the liquidating agent 

shall use the assets of the credit union to pay: 

(a) expenses incidental to liquidating, including any 

surety bond that may be required; 

(b) any liability due nonmembers; and 

(c) ~epeei~~--~fte special purpose thrift accounts as 

provided in this act. 

Assets then remaining shall be distributed to the 

members proportionately to the shares held by each member as 

of the date dissolution was voted. 

(8) As soon as the board of directors or the 

liquidating agent determines that all assets from which 

there is a reasonable expectancy of realization have been 
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liquidated and distributed as set forth in this section, 

they shall execute a certificate of dissolution on a form 

prescribed by the department of business regulation and file 

the same, together with all pertinent books and records of 

the liquidating credit union, with the department of 

business regulation whereupon such credit union shall be 

dissolved. 

Section 66. Merger. (1) Any credit union may with the 

approval of the director of the department of business 

regulation, and compliance with the applicable Montana 

corporation law, merge with another credit union under the 

existing charter of the other credit union, pursuant to any 

plan agreed upon by the majority of each board of directors 

of each credit union joining in the merger, and approved by 

the affirmative vote of a majority of the members of the 

merging credit union present at a meeting of its members 

duly called for such purpose. 

(2) After agreement by the directors and approval by 

the members of the merging credit union, the president and 

secretary of the credit union shall execute a certificate of 

merger, which shall set forth all of the following: 

(a) the time and place of the meeting of the board of 

directors at which the plan was agreed upon; 

(b) the vote in favor of the adoption of the plan; 

(c) a copy of the resolution or other action by which 
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the plan was agreed upon; 

(d) the time and place of the meeting of the members 

at which the plan agreed upon was approved; and 

(e) the vote by which the plan was approved by the 

members. 

(3) such certificate and a copy of the plan of merger 

agreed upon shall be forwarded to the director, certified by 

him, and returned to both credit unions within thirty (30) 

days. 

(4) Upon return of the certificate from the director, 

all property rights, and members' interest of the merged 

credit union shall vest in the survivin~ credit union 

without deed, endorsement or other instrument of transfer, 

and all debts, obligations and liabilities of the merged 

credit union shall be deemed to have been assumed by the 

surviving credit union under whose charter the merger was 

effected. The rights and privileges of the members of the 

merged credit union shall remain intact. 

(5) This section shall be construed whenever possible 

to permit a credit union chartered under any other act to 

merge with one chartered under this act, or to permit one 

chartered under this act to merge with one chartered under 

any other act. 

Section 67. Conversion of charter. (1) A credit union 

chartered under the laws of this state may be converted to a 
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credit union chartered under the laws of any other state or 

under the laws of the United States, subject to regulations 

issued by the director of the department of business 

regulation. 

(2) A credit union chartered under the laws of the 

United States or of any other state may convert to a credit 

union chartered under the laws of this state. To effect 

such a conversion, a credit union must comply with all the 

require.ments of the jurisdiction under which it was 

originally chartered and the requirements of the director of 

the department of business regulation and file proof of such 

compliance with said director. 

Section 68. Org~nization. Any central credit union may 

be organized and operated under this act and subject to all 

such provisions not inconsistent with this article. Such 

credit union shall use the term •central• in its official 

name. 

Section 69. Membership. Membership in such central 

credit union may include, but not be limited to: 

(1) credit unions organized and operating under this 

act or under any other credit union act; 

(2) officers, directors, committee members and 

employees of such credit unions; officials and employees of 

any association of credit unions; and employees of federal 

or state government agencies responsible for the supervision 
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of credit unions in this state: 

(3) organizations and associations of those persons or 

organizations enumerated in subsections (1) and (2): 

(4) employees of an employer with insufficient numbers 

to form or conduct the affairs of a separate credit union: 

(5) persons in the field of membership of liquidated 

credit unions or of credit unions which have entered into or 

are about to enter into voluntary or involuntary liquidation 

proceedings: or 

(6) members of the immediate families of all members 

qualified above. 

Section 70. Voting representative. Each credit union 

becoming a member of such central credit union may designate 

one (1) person to be its voting representative in the 

central credit union, which person shall be designated by 

the board of directors of the 

voting representative shall 

member credit union. Such 

be eligible to hold office in 

the central credit union as if such person were himself a 

member of the central credit union. 

Section 71. Additional rights and powers. (1) A 

central credit union shall have all of the rights and powers 

of any other credit union organized under this act and the 

additional rights and power specified in this section, 

notwithstanding any limitations or 

elsewhere in this act. 
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(2) A central credit union may make loans to other 

credit unions: purchase shares of ane-~a~e-aepee~~e-~~ other 

credit unions; and obtain or acquire the assets and 

liabilities of any credit union operating in this state 

which enters into liquidation. 

(3) A central credit union may invest in and grant 

loans to associations of credit unions, central funds of 

credit unions or organizations chartered to provide service 

to credit unions. 

(4r A central credit unior. may borrow Meftey and accept 

MONEY from any source, and issue notes or debentures. 

Section 72. Taxation. All credit unions organized 

under this or any other credit union act shall have the same 

immunity from state and local taxation that federal credit 

unions have from time to time under the laws of the United 

States. 

Section 73. Stock transfer taxes. The shares of any 

credit union shall not be subject to stock transfer taxes, 

either when issued or when transferred from one member to 

another. 

Section 74. Participation in government programs. The 

participation by a credit union in any government program 

providing unemployment, social security, old age pension or 

other benefits shall not be deemed a waiver of the taxation 

exemption hereby granted. 
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Section 75. Instruction in schools. With the consent 

and under the direction of the state superintendent of 

public instruction, the organization, management, and 

extension of credit unions as set forth in this act may be 

taught in the public schools of this state. 

Section 76. Additional powers of director. ~~-aad~~~e~ 

~e--e~y--eftd--a22--e~fter--~were--here~efere--~reft~ea-~e-~he 

d~ree~er-e~-~fte-de~er~me~~-e~-b~e~~eee-re~e!e~~eftT--~fte ~ 

director eftei!--fte¥e--~fte-~wer-~e ~ authorize any credit 

union to engage in any activity in which such credit union 

could engage were ~ftey !! operating as a federal chartered 

credit union at the time such authority is granted7~ 

~fte!ed~ft~ SUCH PrrNERS SHALL INCLUDE but not w~~ft~~ ~ 

14 OF limitationL beeeeee-e~-e~emere~~eft the power to do any 

15 act, and own, possess and carry as assets, property of such 

16 character including stocks, bonds or other debentures which, 

17 at the time the authority is granted, are authorized under 

18 federal laws and regulations for transactions by federal 

19 credit unions notwithstanding any restrictions elsewhere 

20 contained in the statutes of the state of Montana EXCEPT 

21 T:!AT T!:E DIRECTOR ~y NOT CHARTER A CREDIT UNION NOT HAVING 

22 A COMMON BOND OF MEMSERSHIP AS DEFINED IN SECTION 15 OF THIS 

23 ACT. Upon receipt of a written request from any state 

24 chartered credit union, the director shall exercise such 

25 power by the issuance of a special order therefor if he 
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deems it reasonably required to preserve and protect the 

welfare of such an institution and promote the general 

economy of this state. 

Section 77. It is the intent of the legislature that 

if a part of this act is invalid, all valid parts that are 

severable from the invalid part remain in effect. If a part 

of this act is invalid in one or more of its ~pplications, 

the part remains in effect in all valid applications that 

are severable from the invalid applications. 

Section 78. Sections 14-130 through 14-158, R.C.M. 

1947, are repealed. 

-End-
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