HOUSE BILL NO. 182
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BILL NO. IJ;
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IN?BODU@ED BY

A BILL FOR AN ACT ENTITLED:; "AN ACT GENERALLY REVISING THE
LAWS RELATING TO CENTRAL CREDIT UNIONS; CHANGING THE
TERMINOLOGY FROM "CENTRAL" TO "CORPORATE" CREDIT UNION;
REVISING MEMBERSHIP REQUIREMENTS; REGULATING CONFLICTS OF
INTEREST; SUBJECTING THE RIGHTS AND POWERS OF A CORPORATE
CREDIT UNION TO REGULATION BY THE DEPARTMENT OF COMMERCE;
CREATING CAPITAL SHARE ACCOUNTS FOR CORPORATE CREDIT UNION
MEMBERS; REGULATING INVESTMENT IN FIXED ASSETS; REGULATING
THE RATIO OF RISK~BASED CAPITAL RESERVES TO RISK-WEIGHTED
ASSETS; PROVIDING FOR AN ANNUAL AUDIT; REQUIRING WRITTEN
AGREEMENTS WHEN SHARING SERVICES, FACILITIES, PERSCNNEL, OR
EQUIPMENT; AMENDING SECTIONS 32-3-801, 32-3-8¢2, 32-3-803,
AND 32-3-804, HCA; AND PROVIDING AN TIMMEDIATE EFFECTIVE

DATE. "

STATEMENT OF INTENT
A statement of intent is required for this bill because
it delegates rulemaking authority to the department of
commerce. & ‘“corporate" credit union is one that serves
other credit unions. Other credit unions become members of
the corporate credit union., The member credit unions may

borrow from the corporate credit union if necessary and may
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invest excess funds with it. The corporate credit union may
also provide to its members other financial services, such
as correspondent check collection and automated funds
transfer services.

The national credit union administration has adopted
extensive new requlations applicable to federally chartered
corporate credit unions, and it has also effectively made
the regulations applicable to state-chartered corporate
credit unions by prohibiting federally insured credit unions
from investing in a corporate credit union that is not in
compliance with the new regulations. All <c¢redit uniocns in
Montana are federally insured. Therefore, in adopting rules
pursuant to this bill, the department shall substantially
conform with Title 12, part 704, Code of Federal

Regulations.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 32-3-801, MCA, is amended to read:
®32-3-801. Organization. Any ecentrat A corporate credit

union may be organized and operated under this chapter and

is subject to all sueh provisions not inconsistent with this
chapter. Sueh The credit union shall use the term “centrait

"corporate” in its official name."

Section 2. section 32-3-B02, MCA, is amended to read:

"32-3-802, Membership Purpose -- membership. (1) A

S \d
-2 INTRD%UCED BILL
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corporate credit union must be operated primarily for tLthe

purpogse of serving other credit unions.

{2} Membership in such-central a corporate credit union
may must includer-but-net-be-iimiced-tor

+13¥ credit unions organized and operating under this
chapter or under any other credit union laws.

(3) Membership may also include:

t2¥(a) officers, directors, committee members, and
employees of sueh credit unions;-eofficieis-and-employees-of
any—asaociution-of-cred%b—uniohaf—and-empioyees--of-—Eedera}
er-state-gevernnent-agencies—responsible-for-the-supervision
of-eredit—unions-in-this-ntate; or

t3¥(b} organizations and associations of those persons
or organizations enumerated in subsections ti}-end (2) and
(ta)+w.

t43-—empioyeea--of-an-employer-with-insufficient—numbers
to—form-sr-econduct-the-affairs-of-a-separate—credit-unions;

t5y—-peraons-in-the-fieid-of--membership--of--iiquidated
eredit-uniens-or-of-credit-unions-which-have-entered-into-or
are-about-te-enter-into-voiuntary-se-inveluntary-tiquidation
proceedings;-or

+63--members--of-~the-~immediate-famiiten-of-ati-members
quatified-aboves

(4) The membership of a corporate credit union may not

include more than seven natural persons as described in
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gubsection (3)(a)."

Section 3. section 32-3-803, MCA, is amended to read:

*32-3-803. Voting represéntative -= conflict of

interest. (1) Each credit union beeeming that is a member of
such-centrat a corporate credit wunion may designate one
persoen to be its wvoting representative in the eentra
corporate credit uniony. which The person shaii must be
designated by the board of directors of the member credit
unioﬂ. Sueh The voting representative shall must be eligible
to hold office in the central corporate credit union as if
sueh the person were himseif a member of the ecentrai
corporate credit union,

(2) (a) A director, committee member, officer, agent,

or employee may not in any manner participate in the

deliberation or determination of any question affecting that

person's personal pecuniary interest.

(b) A director, cfficer, agent, or employee may not in

any manner participate in the determination of any matter

naterial in amount, as defined by rule by the department,

affecting the pecunjary interest of any ccrporation,

partnership, or association, other than the corporate credit

union, in which that person has a direct or indirect

interest, except for matters involving payment of dividends

to the membership.

(3} The department shall adopt rules implementing this

—4-
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gsection in substantial conformance with Title 12, part 704,

Code of Pederral Regulations."

Section 4. section 32-3-804, MCA, is amended to read:

*32-3-804. Additional rights and powers -- department

rules. (1) A-—-eentratr Except as limited by this part and

rules adopted pursuant to this part, a corporate credit

union shaii--have has all of the rights and powers of any
aother credit union organized under this chapter and the
additional rights and powers specified in this seetiensy
notwithstanding--any-—iimitations--or—--restrictions—--found
elsewvhere-in-this—chapter part.

(2) A eentrat corporate credit union may, as permitted

by rules of the department, make 1lcans to other credit

unionsy——purchase--shares-cf-ether-credit-unionsy—and-obeain
or-acquire-the-aasets-and-ttabitities-cf-—any——credic——union
aperating--in—-chis--state-which-enters-into-tiquidation and

provide correspondent services and other financial services

to other credit unions.

{3} A ecentral corporate credit union may, as permitted

by rules of the department, 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 centrat corporate credit union may, as permitted

by rules of the department, borrow and accept money from any
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source and issue notes or debentures,

{5) A corporate credit union may, as permitted by rules

of the department, make reasconable and prudent investments.

{6) The department shall adopt rules governing

corporate credit union loans, borrowing, investments,

strateqic planning, funds management, capital goals, and

services. The rules must be in substantial conformance with

Title 12, part 704, Code of Federal Regulations.

(7) A corporate credit union may issue membership

capital share deposit accounts as provided in [section S].

t5¥(8) A eentral corporate credit union with corperate
shareholdings equal to or in excess of 95% of its total
assets may, by vote of its board of directorss,

fg} elect exemption of insurance on share accounts
under the provisions of Title II of the federal Credit Union
Acty

thi--borrew--from--any-socurce-an-amount-not—in—excesa-af
three-times-its—totai-assets-after-deduction--of--the--notes
payabie-account-however;-with-prier-written-approvet-sf-the
director-of-the-department-of-commerce;-the-eredit-union-may
exceed-such-timitationy-and

tey--make-ioans-to-any-member-in-an-aggregate-amcunt-not
in--excess--of--26%--of--the-—-centrat--credit--unionis-totai

assets.”

NEW SECTION. Section 5. Membership capital share

-6—
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deposits. {1) A corporate credit union may issue membership
capital share deposit or MCSD accounts to members.

{(2) (a) For purposes of this section, “membership
capital share deposit" or "MCSD account” means a share,
deposit, or other account that:

(i} is established, at a minimum, as a 12-month notice
account;

(ii) 13 limited to members:

(iii) is not subject to share insurance coverage by the
national credit union share insurance fund or other deposit
insurers; and

(iv) in the event of liquidation of the corporate credit
union, is payable only after satisfaction of all liabilities
of the liquidation estate, including uninsured obligations
to shareholders and the national credit union share
insurance fund.

(b) An MCSD account is not repayable until notice is
given by the account holder credit union that the account
holder credit union intends to withdraw MCSD account funds
from the corporate credit union, except in the case of a
credit union that is placed into liguidation, is purchased
and assumed, or is merged.

(3) An MCSD account may not be used to pledge
borrowings.

(4) Corporate credit unions that issue MCSD accounts

_7_
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shall disclose at least annually to their members the terms

and conditions under which the accounts are issued.

NEW SECTION. Section 6. FPixed assets -- department
rules. (1) A corporate credit union may not invest in fixed
assets if the aggregate of those investments would exceed
15% of capital, unless the credit wunion receives prior
written approval from the department and the national credit
union administration board.

{2) The department shall édopt rules for the
administration %f subsection (1) and for governingrownership
of fixed assets by a corporate credit union. The rules must
be in substantial conformance with Title 12, part 704, Code

of Federal Regulations.

NEW SECTION. Section 7. cCorporate reserves -
department rules. (1) A corporate credit union shall
maintain a minimum ratio of risk-based capital reserves to
risk-weighted assets according to rules adopted by the
department in substantial conformance with Title 12, part
704, Code of Fedetai Reguiations.

(2) The department shall adopt rules for the

administration of subsection (1).

NEW SECTION. Section 8. annual audit. (1} The
supervisory committee of a corporate credit union shall
require an annual opinion audit to be made by an

independent, licensed certified public accountant and shall

-8-
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submit the audit report to the board of directors. A summary
of the audit report must be submitted to the membership at
the next annual meeting.

{2) The auditor's workpapers must be made available for
review by state and federal regqulatory examiners during any
examination conducted by the examiners.

{3) A copy of the audit report and reportable
conditions letter, otherwise known as the management letter,
must be submitted to the department and the national credit
union administration within 30 days after receipt by the
board of directors.

NEW SECTION. Section 9. cContracts and written
agreements. Services, facilities, personnel, or equipment
shared with any party must be supported by a written
contract or agreement that specifies the duties and
responsibilities of each party and that fully supports and
documents the allocation of service fees and expenses.

NEW SECTION. Section 10. codification instruction.
[Sections 5 through 9] are intended to be codified as an
integral part of Title 32, chapter 3, part 8, and the
provisions of Title 32, <chapter 3, part 8, apply to
[sections 5 through %),

NEW SECTION. Section 11. Effective date. [This act] is
effective on passage and approval.

-End-

—9_
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APPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOP MENT

prce wo. {4 .
L e it

’ P
mo BY _A ‘Jgjzm.i

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE
LAWS RELATING TO CENTRAL CREDIT UNIONS; CHANGING THE
TERMINOLOGY FROM “CENTRAL" TO “CORPORATE® CREDIT UNION;
REVISING MEMBERSHIP REQUIREMENTS; REGULATING CONFLICTS OF
INTEREST; SUBJECTING THE RIGHTS AND POWERS OF A CORPORATE
CREDIT UNION TO REGULATION BY THE DEPARTMENT OF COMMERCE:;
CREATING CAPITAL SHARE ACCOUNTS FOR CORPORATE CREDIT UNION
MEMBERS; REGULATING INVESTMENRT IN FIXED ASSETS; REGULATING
THE RATIO OF RISK-BASED CAPITAL RESERVES TO RISK-WEIGHTED
ASSETS; PROVIDING FOR AN ANNUAL AUDIT; REQUIRING WRITTEN
AGREEMENTS WHEN SHARING SERVICES, FACILITIES, PERSONNEL, OR
EQUIPMENT; AMENDING SECTIONS 32-3-801, 32-3-802, 32-3-803,
AND 32-3-804, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE

DATE. "

STATEMENT OF INTENT
A statement of intent is required for this bill because
it delegates rulemaking authority to the department of
commerce., A "corporate" credit union is one that serves
other credit unions. Other credit unions become members of
the corporate credit wunion. The member credit unions may

borrow from the corporate credit union if necessary and may
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invest excess funds with it. The corporate credit union may
also provide to its members other fipancial services, such
as correspondent <check collection and automated funds
transfer services.

The national credit union administration has adopted
extensive new regulations applicable to federally chartered
corporate credit unions, and it has also effectively made
the regulations applicable to state-chartered coriporate
credit unions by prohibiting federally insured credit unions
from investing in a corporate credit union that is not in
compliance with the new regulations. All credit unions in
Montana are federally insured. Therefore, in adopting rules
pursvant to this bill, the department shall substantially
conform with Title 12, part 704, Code of Federal

Regulations.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 32-3-801, MCA, is amended to read:
*32-3-801. Organization. Any eentrai A corporate credit

union may be organized and operated under this chapter and

is subject to all sueh proviaions not inconsistent with this
chapter. Buch The credit union shall use the term "centrai¥

“"corporate” in its official name."

Section 2. Section 32-3-802, MCA, is amended to read:

®32-3-802. Membership Purpose -- membership. ({1} A

RS \da
SECOND READING

-2~
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corporate credit union must be operated primarily for the

purpose of serving other credit unions.

{2) Membership in sueh-centra} a corporate credit union
may must includer-but-net-be-iimited-to:

¢y credit unions organized and operating under this
chapter or under any other credit union laws.

{3} Membership may also include:

t23{a) officers, directors, committee members, and
employees of such credit unionst-offieiais-and-empioyees—of
any-association-of-credit-unions;-and-emptoyees——of--federal
or-state-government-agencies-responaible-for-che-supervinion
of-credit-uniens-in-this-state; or

+3¥(b) organizations and associations of those persons
or organizations enumerated in subsections tiy-and (2) and
(3)fa)s.

t4)--enpioyees--cf-an—-employer-with-inaufficient-nunbers
to-form-or-conduct-the-affairs-of-a-separate-eredit-unions

+51--persons-in-the-field-ocf--membership--of--liquidated
credit-unteons-or-cf-credit-unions-which-have-entered-into-or
are-about-to-encer-into-veiuntary-or-invetuntary-liquidation
proceedingss-or

+6y—-members--of--the--immediate-famities-of-eitt-members
qualified-above:r

{4) The membership of a corporate credit union may not

include more than seven natural persons as described in

-3-
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saubsection {(3}{a).”

Section 3. section 32-1-803, MCA, is amended to read:

®32-3-803. voting repreaentative - conflict of

interest. {1) Each credit union becoming that is a member of
such-centrat a corporate credit union may designate one
person to be its wvoting representative in the eentrail
corporate credit uniony. whieh The person shait must be
designated by the board of directors of the member credit
union. Sueh The voting representative shaii must be eligible
to hold office in the eentrait corporate credit union as if
such the person were himseif a member of the centrai
corggrate credit union.

(2) (a) A director; committee member, officer, agent,

or employee may not in any manner participate in the

deliberation or determination of any question affecting that

person’'s personal pecuniary interest.

{b) A director, officer, agent, or employee may not in

any manner participate in _the determination of any matter

material in amount, as defined by rule by the department,

affecting the pecuniary interest of any corporation,

partnership, or association, other than the corporate credit

union, in which that person has a direct or indirect

interest, except for matters involving payment of dividends

to the membership.

(3) The department shall adopt rules implementing this

-4
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gection in substantial conformance with Title 12, part 704,

Code of Federal Regulations.”

Section 4. section 32-3-804, MCA, is amended to read:

"32-3-804. Additicnal rights and powers -- department

rules. (1) A--centrat Except as limited by this part and

rules adopted pursuant to this part, a corporate credit

union shali--have has all of the rights and powers of any
ather credit union organized under this chapter and the
additional rights and powers specified in this seetiony
notwithastanding--any--timitations—-or-—-restrictitons——-found
einewhere—in-this-chapter part.

{2) A ecentral corporate credit union may, as permitted

by rules of the department, make loans to other credit

unicnsy-—-purchase--shares-of-other-credit-unronsy-and-obtain
or-acquire-the-assets-and-liabilities-of--any--credit--unioen
operating--in--this--state-which-enters-into-tiquidation and

provide correspondent services and other financial services

to other credit unions.

(3) A eentral corporate credit union may, as permitted

by rules of the department, invest in and grant loans to

associations of c¢redit unions, central funds of credit
unions, or corganizationa chartered to provide service to
credit unions.

(4) A central corporate credit union may, as permitted

by rules of the department, borrow and accept money from any

-5-
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source and issue notes or debentures,.

{5) A corporate credit union may, as permitted by rules

of the department, make reasonable and prudent investments.:

(6} The department shall adopt rules governing

corporate credit union 1loang, borrowing, investments,

strategic planning, funds management, capital goals, and

services. The rules must be in substantial conformance with

Title 12, part 704, Code of Federal Regulatiocns.

{7) A corporate credit union may issue membership

capital share deposit accounts as provided in [section 5].

t54(8) A eentra} corporate credit union with corporate
shareholdings egqgual to or in excess of 95% of its total
assets may, by vote of its board of directorss,

+ay elect exemption of insurance on share accounts
under the provisions of Title II of the Federal Credit Union
Acts

tbi--borrow-—frem--any-seurce-an—amount-not-tn-excess-of
three-times-its-total-assetn-after-deduction--of--the--notes
payabie-account;-hawevery-with-prior-writeen-approvai-aof-the
directar-of-the-departaent-of-commerces-the-credit-anton-may
exceecd-such-limitationt-and

ter—-make-toans-to-any-member-in-an-aggregate-amount -not
tn-—-excess--of--20%--of—-the--ecentrat--ecredit--anion'‘s-toeal

anmets ., "

NEW SECTION. Section 5. Membership capital share

..6_
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deposits. (1) A corporate credit union may issue membership
capital share deposit or MCSD accounts to members.

{2} (a}) For purposes of this section, “membership
capital share deposit“‘or “MCSD account” means a share,
deposit, or other account that:

(i) is established, at a minimum, as a l2-month notice
account;

{ii) is limited to members;

{iii) is not subject to share insurance coverage by the
pational credit union share insurance fund or other deposit
insurers; and

{iv) in the event of liquidation of the corporate credit
union, is payable only after satisfaction of all liabilities
of the liquidation estate, including uninsured obligations
to shareholders and the national credit union share
ingurance fund,

(b) An MCSD account is not repayable until notice is
given by the account holder credit union that the account
holder credit union intends to withdraw MCSD accourt funds
from the corporate credit union, except in the case of a
credit union that is placed into liquidation, is purchased
and assumed, or is merged.

(3) An MCSD account may not be used to pledge
borrowings.

{4) Corporate credit unions that issue MCSD accounts

_7-
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shall disclose at least annually to their members the terms
and conditions under which the accounts are issued.

NEW SECTION. Section 6. Pixed assets -- department
rules, (1) A corporate credit union may not invest in fixed
agssets if the aggregate of those investments would exceed
15% of capital, unless the credit union receives prior
written approval from the department and the naticnal credit
union administration board. )

(2) The department shall adopt rules for the
administration of subsection {1) and for governing ownership
of fixed assets by a corporate credit union. The rules must
be in substantial conformance with Title 12, part 704, Code

of Federal Regulations.

NEW SECTION. Section 7. cCorporate reserves -
department rules. (1) A corporate credit wunion shall
maintain a minimum ratio of risk-based capital reserves to
risk-weighted assets according to rules adopted by the
department in substantial conformance with Title 12, part
7¢4, Code of Federal Regulations.

(2) The department shall adopt rules for the
administration of subsection (1).

MEW SECTION. Saction 8. Annual audit. (1) The
supervisory committee of a corporate credit union shall
require an annual opinion audit toc be made by an

independent, licensed certified public accountant and shall
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submit the audit report to the board of directors. A susmary
of the audit report must be submitted to the membership at
the next annual meeting.

{2) The auditor's workpapers must be made available for
review by state and federal regulatory examiners during any
examination conducted by the examiners,

(3) A copy of the audit report and reportable
conditions letter, otherwise knewn as the management letter,
must be submitted to the department and the national credit
union administration within 30 days after receipt by the

board of directors.

NEW _SECTION. Section 9. contracts and written
agreements. Services, facilities, personnel, or equipment
shared with any party must be supported by a written
contract or agreement that sopecifies the duties and
responsibilities of each party and that fully supports and
documents the allocaticn of service fees and expenses.

NEW SECTION. Section 10. Codification instruction.
[Sections 5 through 9] are intended to be codified as an
integral part of Title 32, chapter 3, part 8, and the
provisions of Title 32, chapter 3, part 8, apply to
[sectiona 5 through 9).

NEW_SECTION. Section 13. Effective date. [This act] is
effective on passage and approval.

-End-
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A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE

et

LAWS RELATING TO CENTRAL CREDIT UNIONS; CHANGING THE
'rml_umwc!t FROM “CENTRAL" TO "CORPORATE™ CREDIT UNION;
REVISING MEMBERSHIP REQUIREMENTS: REGULATING CONFLICTS OF
INTEREST; SUBJECTING THE RIGHTS AND POWERS OF A CORPORATE
CREDIT UNION TO REGULATION BY THE DEPARTMENT OF COMMERCE;
CREATING CAPITAL SHARE ACCOUNTS FOR CORPORATE CREDIT UNION
MEMBERS; ' REGULATING INVESTMENT IN FIXED ASSETS: REGULATING
THE RATIO OF RISK-BASED CAPITAL RESERVES TO RISK-WEIGHTED
ASSETS; PROVIDING FOR AN ANNUAL AUDIT; REQUIRING WRITTEN
AGREEMENTS WHEN SHARING SERVICES, FACILITIES, PERSONNEL, OR
BEQUIPMENT; AMENDING SECTIONS 32-3-801, 32-3-802, 32-3-803,
AND 32-3-804, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE. "

STATEMENT OF INTENT
A  atatement of intent is required for this bill because
it delegates rulemaking authority -to the department of
commerce. A “"corporate™ credit union is one that aserves
ather credit unions. Other ctedit uriions become wmembers of
the corporate credit union. The member credit unions may

borrow from the corporate credit union if necessary and may

é&n’mlm Conmrecll

(- - - I - I R

[
(-}

11
12
13
14
15
16

17

18

‘19

20
21
22
23

24
25

LC 0953/01

invest excess funds with it. The corporate credit union may
also provide to its members other financial services, such
as correspondent check collection and automated funds
transfer services.

The national credit union administration has adopted
extensive new regulationsa applicable to federally chartered
corporate credit unions, and it haas also effectively made
the regulations applicable to 8state-chartered corporate
credit unions by prohibiting federally insured credit unions
from investing in a corpor;te credit union that is not in
compliance with the new regulations. All credit unions in
Montana are federally insured. Therefore, in adopting rules
pursuant to this bill, the department shall substantially
conform  with Title 12, part 704, Code of Federal

Regulations.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-3-801, MCA, is amended to read:
®32-3-801. Organisation. Any central A corporate credit

union -jy be organized and operated under this chapter and

is subject to all such provisions not inconsistent with this
chapter. 8ueh The credit union shall use the term "ecentrai*

"corporate” in its official name.”

Section 2. section 32-3-802, MCA, is amended to read:

®32-3-802. Membership Purpose -- -enbersh;p.. {1) &

e Vo
THIRD READING
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corporate credit union must be operated primarily for the

purpose of serving other credit unions. .

{2) Membership in such-centrat a corporate credit union
may must includey-but-noke-be-limited-tor

+3y credit unions organized and operating under this
chapter or under any other credit union laws,

{3) Membership may also include:

t23{a) officers, directors, committee wembers, and
employees ofluueh credit unionsr-officiais-and-empioyeen-of
any-anseciatien-ef-credit-unionsr-and-esmployeen--of--federai
or—-state-government-agenciea-respenaibie-for-the-supervision
of-credit-unions-in-this-state; or

+34(b) organizations and associations of those persons
or organizations enumerated in subsections tij-and (2) and
(3)(a)r.

t4)——enpioyees-—of-an-employer-with-inaufficient-numbers

to-form-or-conduct-the-atfairs-of-a-separate-credit-union;

t5)--persons-in-the-fietd-of-—membership—-of--tiquidated )

eredic-unions-or-of-credit-unions-which-have-entered-into-or
are-about-to-enter—into-voluntary-er-inveiuntary-ligquidation
proceedings;-or

t6y--members--of —-the--immediate-faniliea-of-aii-members
queitifired-abave:

{4) The membership of a corporate credit union may not

include more than seven natural persons as described in

-3

[

['- - B A - L LY T )

[
[ Y

12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0953/01

subsection {3}(a)."

Section 3. Section 32-3-803, MCA, is amended to read:

*32-3-803. Voting representative -- conflict of

interest. (1} Each credit union becoming that is a member of
such-eentral a corporate credit union may designate one
person to be its voting representative in the eentrai
corporate crédit uniony. whieh The person shaii must be
designated by the board of directors of the member credit
union. Such The voting representative shaii must be eligible
to hold office in the centrat corporate credit union as |if
such the person were himaseif a member of the central
corporate credit union.

(2) (a) A director, committee member, officer, agent,

of employee may not in any manner participate in the

deliberation or determination of any question afféctigg that

person's personal pecuniary interest.

{b) A director, officer, agent, or employee may not in

any manner participate in the determination of any matter

material in amount, am defined by rule by the department,
affecting the pecuniary intereat of any corporation,

partnership, or association, other than the corporate credit

union, in which that person has a direct or indirect

interest, except for matters involving payment of dividends

to _the membership.

{3} The department shall adopt rules implementing this

-‘_



O @ ~N T N e

10
11
12
13
14
15
16
17
1B
19
20
21
22
23
24

25

LC 0953/01

section in substantial conformance with Title 12, part 704,

Code of Federal Requlations.”

" Section 4, Section 32-3-804, MCA, is amended to read:

"32-3-804. Additional rights and powers -- department
rules. (1) A--centra} Except as limited by this part and

rules adopted pursuant to this part, a corporate credit

union shati--have has all of the rights and powers of any
other credit union organized under this chapter and the
additional rights and powers specified in this sectiony
notwithstanding--any--iimitations--or-—-restrictions———faund
einewhere-in—this—chupte; part.

{2) A eentrat corporate credit union may, as permitted

by rules of the department, make loans to other credit

unionsy--purchase--shares-sf-other-eredit-unionsy-and-obtain
or-acquire—the-assets-and-itiabiiities-of--any--eredit-—union
operating--in--this--state-which-enters-into-tiquidation and

provide correspondent services and other financial services

to other credit unions,

(3) A central corporate credit union may, as_permitted
by rules of the department, invest in and grant 1loans to

associations of credit unions, central funds of credit
unions, or organizations chartered toc provide service to
credit unions.

(4) A central corporate credit union may, as permitted

by rules of the department, borrow and accept money from any

_5_
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source and jissue notes or debentures.

(5} A corporate credit union may, as permitted by rules

of the department, smake reasonable and prudent investments,

{6) The department shall adopt rules governing

corporate credit union loans, borrowing, investments,

strategqgic planning, fundg wmanagement, capital goals, and

pervices. The rules must be in substant;al conformance with

Title 12, part 704, Code of Federal Regulations.

{7) A corporate credit union may issue membership

capital share deposit accounts as provided in [section 5].

+53(B) A eentra} corporate credit union with corporate
shareholdings equal to or in excess of 95% of its total
assets may, by vote of its board of directorss,

ta3 elect exemption of insurance on share accounts
undér the provisions of Title II of the Federal Credit Union
Acty

thy——-borrow--from--any-source-an-amonnt-not-in-excess-of
three-times-its-total-ansetn-after-deduction--of--the--notes
payebie-sccount;-howevery-with-prior-written-approevat-of-cthe
director-of-the-departaent-of-commercey-the-credit-union-may
exceed-such-iimictation;-and

tey--make-1oans-to-any-meaber-in-an-aggregate-amount-not
in--excesn--of--2808--of--the--central--eredit—-unionta-total

asseks . "

NEW SECTION. Section 5. Membership capital share

_6_
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deposits. (1) A corporate credit union may issue membership
capital share deposit or MCSD accounts to members.

{2) (a) For purposes of this section, “membership
capital share deposit™ or "MCSD account™ means a share,
deposit, or other account that:

(i) is established, at a minimum, as a 12-month notice
account ;

(ii) is limited to members;

(i1i1i) is not subject to share insurance coverage by the
national credit union share insurance fund or other deposit
insurers; and

{iv) in the event of liquidation of the corporate credit
union, is payable only after satisfaction of all liabilities
of the liguidation estate, including uninsured obligations
to shareholders and the national credit union share
insurance fund.

{b) An MCSD account is not repayable until notice is
given by Lthe account holder credit union that the account
holder credit union intends to withdraw MCSD account funds
from the corporate credit union, except in the case of a
credit union that is placed into liquidation, is purchased
and assumed, or is merged.

{3) An MCSD account may not be wused to pledge
borrouinés.

(4) Corporate credit unions that issue MCSD accounts

-7
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shall disclose at least annually to their members the terms

and conditions under which the accounts are issued.

NEW SECTION. Section 6. rixed assets -- Jdepartment
rules. (1) A corporate credit union may not invest in fixed
agsets if the aggregate of those investments would exceed
158 of capital, unless the credit union receives prior
written approval from the department and the national credit
union administration board. )

{2) The department shall adopt rules for the
administration of subsection (1) and for governing ownership
of fixed assets by a corporate credit union, The rules must
be in gubstantial conformance with Title 12, part 704, Code

of Federal Regulations.

NEW SECTION. Section 7. corporate reserves -
departsent rules. (1} A corporate credit union shall
maintain a minimum ratio of risk-based capital reserves to
risk-weighted assets according to rules adopted by the
department in substantial conformance with Title 12, part
704, Code of Federal Regulations.

{2) The department shall adopt rules for the
administration of subsection (1}.

NEW SECTION. Section 8. Annual audit. (1 The
supervisory committee of a corporate credit union shall
require an annual! opinion audit to be made by an

independent, licensed certified public accountant and shall
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submit the audit report to the board of directors. A summary
of the audit report must be submitted to the membership at
the next annual meeting.

(2) The auditor's workpapers must be made available for
review by state and federal regulatory examiners during any
examination conducted by the examiners.

{3) A copy of the audit report and reportable
conditions letter, otherwise known as the nanage-eni letter,
must be submitted to the department and the national credit
union administration within 30 days after receipt by the

board of directors.

NEW SECTION. Section 9. cContracts and written
agreements, Services, facilities, personnel, or eguipment
shared with any party must be 3supported by a written
contract or agreement that specifies the duties and
responsibilities of each party and that fully supports and
documents the allocation of service fees and expenses.

NEW SECTION. Section 10. codification instruction.
[Sections 5 through 9) are intended to be codified as an
integral part of Title 32, chapter 3, part 8, and the
provisions of Title 32, chapter 3, part 8, apply to
{mections 5 through 9).

NEW SECTION. Section 11. Effective date. |This act) is
effective on passage and approval.

~End-

-9-
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HOUSR BILL NO. 182
INTRODUCED BY BACHINI, CHRISTIAENS, BENEDICT, PECK

A BILL FOR AN ACT ENTITLED: “AN ACT GENERALLY REVISING THE
LAWS RELATING TO CENTRAL CREDIT UNIONS; CHANGING THE
TERMINOLOGY FROM “CENTRAL™ TO “CORPORATE"™ CREDIT UNION;
REVISING MEMBERSHIP REQUIREMENTS; REGULATING CONFLICTS OF
INTEREST; SUBJECTING THE RIGHTS AND POWERS OF A <CORPORATE
CREDIT OUNIOMN TO REGULATION BY THE DEPARTMENT OF COMMERCE;
CREATING CAPITAL SHARE ACCOUNTS FOR CORPORATE CREDIT UNION
MEMBERS; REGULATING INVESTMENT IN FIXED ASSETS; REGULATING
THE RATIO OF RISK-BASED CAPITAL RESERVES TO RISK-WEIGHTED
ASSETS; PROVIDING FOR AN ANNUAL AUDIT; REQUIRING WRITTEN
AGREEMENTS WHEN SBARING SERVICES, PACILITIES, PERSONNEL, OR
EQUIPMENT; AMENDING SECTIONS 32-3-801, 32-3-802, 32-3-803,
AND 32-3-804, NMCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
DATE."

STATEMENT OF INTENT
A statement of intent is required for this bill because
it delegates rulemaking authority to the department of
commerce. A ‘“corporate" credit wunion is one that serves
other credit unions. Other credit unions become members of
the corporate credit union. The member credit unions may

borrow from the corporate credit union if necessary and may
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invest excess funds with it. The corporate credit union nay
also provide to its members other financial services, such
as correspondent check collection and automated funds
transfer services.

The national credit union administration has adopted
extensive new regulations applicable to federally chartered
corporate credit unions, and it has also effectively made
the regulations applicable to state-chartered corporate
credit unions by prohibiting federally insured credit unions
from investing in a corporate credit union that is not in
compliance with the new regulations. All credit unions in
Montana are federally insured. Therefore, in adopting rules
pursuant to this bill, the department shall substantially
conform with Title 12,

part 704, Code of Federal
Regulations.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 32-3-801, MCA, is amended to read:
“32-3-801. Organization. Any ceatral A corporate credit

union may be organized and operated under this chapter and

is subject to all sueh provisions not inconsistent with this
chapter. Gueh The credit union shail use the term “centrai*

Ycorporate® in ita official name."

Section 2. Ssection 32-3-802, MCA, is amended to read:

¥32-3-802. Membership Purpose -- membership. (1) A
-2~ HB 182
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corporate credit union must be operated primarily for the

purpose of serving other credit unions.

{2) Membership in such-central a corporate credit union
may must includey-but-net-be-iimited-tor

+3} credit unicns organigzed and operating under this
chapter or under any other credit union laws.

{3) Rembership may also include:

t#y(a) officers, directors, committee members, and
employees of sueh credit unions;-eofficiais—and-eapioyeea-of
any-asseciation—of-credit-unionsr;-and-empioyees--of——federai
or-state-goverament-agencies-reaponsibie-for~the-superviaion
ef-credit-uniens-in—this-state; or

+33[(b) organizations and associations of those persons
or organizations enumerated in subsections {iy-and (2) and
(3){a)r.

t+4)-~empioyees—-of-an-employer-with-insuffictent—nuabars
to-form—or-conduct—the-affairs—-of-a-separate-credtt—unions

$5)--persona-in-the-fietd-of—nembership--of--tiquidated
eredit-unions—or—of-credit-uniona-which-have-entered—into-or

are-about-to-enter-inte-voluntary-or—inveiuntary-iiquidation

proceedingar-or
' t6)——nembers-—of—-the——immediste-familiea-of-aii-nenbers
qualtiéied-abover

[4) ‘the mewmbership of a corporate credit union may not
include more than seven natural persons as described in

-3~ HB 182
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subsection (3)}t{a}."”

Section 3. Section 312-31-803, MCA, is amended to read:

"32-3~-803. Voting representative == conflict of

interest. (1) Bach credit unicn becoming that is a member of
such-central a corporate credit wunion may designate one
person to be ita voting representative in the centrai
corporate credit uniony, which The person shail must be
designated by the board of directors of the member credit
union. Such The voting representative shai: must be eligible
to hold office in the central corporate credit union as if
sueh the person were himseif a member of the centrai
corporate credit union.

{2) {a) A director, committee member, officer, agent,

or employee may not in any manner participate in the

deliberation or determination of any guestion affecting that

person’s personal pecuniary interest.

{b) A director, officer, agent, or employee may not in

any manner participate in the determination of any matter

material in amount, as defined by rule by the department,

affecting the pecuniary interest of any corporation,

partnership, or association, other than the corporate credit

union, in which that person has a direct or indirect

interest, except for matters involving payment of dividends

to the wmembership.
{3) The department shall adopt rules implementing this

-4- HB 182
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section in substantial conformance with Title 12, part 704,

Code of Federal Regulations."®

Saction 4. Section 32-3-804, MCA, is amended to read:

*32-3-804. Additional rights and powers -- department
rules. (1) A-—eentral Except ag limited by this part and

rules adopted pursuant to_ this part, a corporate credit

union shaeii--have has all of the rights and powers of any
other credit union organized under this chapter and the
additional rights and powers specified in this sectieny
netwithatanding--any--1imieationn——or---restrictiona-——found
eigsvhere-in-this-chepter part.

{(2) A eentral corporate credit union may, as permitted
by rules of the dJdepartment, make Jloans to other credit

unionsy--purchase-—-shares-of-other-ergdit-unionay-and-obtain
er-acquire-the-asaeta-and-iiabilitien-of--any--eredit--union
operating--in—-this--state-which-enters-itnto-iiquidation and

provide correspondant services and other financial services

to other credit unions.
{3) A eentral corporate credit union may, as permitted
by rules of the department, invest in and grant Jloans to

associations of credit unions, central Ffunds of credit

unions, or organizaticna chartered to provide service to
credit unions.

(4) A ceneral corporate credit union may, as permitted
by rules of the department, borrow and accept money fros any

-5 HB 182
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source and issue notes or debentures.

5 A corporate credit union ma as rmitted by rules

of the department, make reasonable and prudent investments.

(6] The department shall adopt rules governing

corporate credit union loans, borrowing, invest-enta,

Strategic planning, funda management, capital goals, and

Bervices. The rules must be in subsatantial conformance with
——flantla. conformance with

Title 12, part 704, Code of Pederal Regulations.

{7) A_corporate credit union may issue wmembership

capital share deposit accounts 48 provided in_ [section §).

t53(8) A ecentral corporate credit union with corporate
shareholdings equal to or in exceas of 95% of its total
assets may, by vote of its board of directorsz,

ta} elect exemption of insurance on share accounts
under the provisions of Title II of the Federal Credit Union
Actr

tb+--hee!ov—-frel--any-sonree-an—.-ount-not-in-e:eeus—oi

ehre--ei-gs tts-totad ta-after—deduction--of--the--notes

p-yabie--ceonntr-houevery-with-prinr-written-npprovai-e!—ehe

dérecter-oi-the—depntt-cat-of-:a-ereey-the“credit-union--ay

exceed-such-timitations-and
fe1-—-.he-ioans-to—uny--elbet—in—an—aggregate-alount—net

in-—eseeo.—-oi—-eet--ef--the—-eentrai—-eredit--un&en*a-totai

assets .

NEW SECTION. Section 5. Membership capital share

-6- HB 182
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deposits. (1) A corporate credit union may issue membership
capital share deposit or MCS8D accounts to meambers.

{2} (a) Por purposes of this section, "membership
capital share deposit® or "MCSD account™ means a share,
depoait, or other account that:

(1) is established, at a minimum, as a 12-month notice
account ;

(ii) is limited to members;

(iii) is not subject to share insurance coverage by the
national credit union share insurance fund or other deposit
insurers; and

{iv) in the event of liquidation of the corporate credit
union, is payable only after satisfaction of all liabilities
of the ligquidation estate, including uninsured obligations
to shareholders and the national credit union share
insurance fund.

(b) An NCSD account is not repayable until notice is
given by the account holder credit union that the account
holder credit union intends to withdraw MCSD account funds
from the corporate credit union, except in the case of a
credit union that is placed into liquidation, is purchased
and assumed, or is merged.

{3) An  NCSD account may not be used to pledge
borrowings.

{(4) Corporate credit unions that issue MCSD accounts

-7- HB 182
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shal! disclose at least annually to thelr members the terms
and conditions under which the accounts are issued.

NEW SECTION., Section 6. PFixed assets —  department
rules. (1) A corporate credit union may not invest in fixed
assets if the aggregate of those investments would exceed
15%¢ of capital, unless the credit union receivesa prior
written approval from the department and the national credit
union administration board.

(2) The department shall adopt rules for the
administration of subsection (1) and for governing ownership
of fixed assets by a corporate credit union. The rules must
be in substantial conformance with Title 12, part 704, Code

of Federal Regulationsa.

NEW SECTION. Section 7. corporate reserves -
department rules. (1) A corporate credit union shall
maintain a minimum ratio of risk-based capital reserves to
risk-weighted assets according to rules adopted by the
department in substantial conformance with Title 12, part
704, Code of Pederal Regulations.

{2) The department shall adopt rules for the
administration of subsection (1).

MEW _SECTION. Section 8. aanual audit. 8 The
supervisory committee of a corporate credit union ashall
require an annual opinion audit to be made by an

independent, licenged certified public accountant and shall

-8~ HB 182
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submit the audit report to the board of directors. A summary
of the audit report must be submitted to the wmembership at
the next annual meeting.

(2) The auditor's workpapers must be made available for
review by atate and federal regulatory examiners during any
examination conducted by the examiners.

(3) A copy of the audit report and reportable
conditions letter, otherwise known as the management letter,
must be submitted to the department and the national credit

union administration within 30 days after receipt by the

board of directors.

NEW SECTION. Section 9. contracts and written
agreements. Services, facilitiea, personnel, or equipment
shared with -any party must be supported by a written
contract oOr agreement that specifies the duties and
responsibilities of each party and that fully supports and

documents the allocation of service fees and expenses.

NEW SECTION. Section 10. codification instruction.
[Sections 5 through 9] are intended to be codified as an
integral part of Title 32, chapter 3, part B, and the
provisions of Title 32, chapter 3, part 8, apply to
[sections 5 through 9].

NEW SECTION. Section 11. Effective date. (This act] is
affective on pasaage and approval.

-End-
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