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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, 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 11 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 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 central A corporate credit 

union may be organized and operated under this chapter and 

is subject to all such provisions not inconsistent with this 

chapter. Sueh The credit union shall use the term ncentra¼u 

"cor~rate• in its official name." 

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

"32-3-802. Membership Purpose membershi,e. ill A 

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

purpose of serving other credit unions. 

ill Membership in aDeh-eentre¼ a corporate credit union 

aay !!!!,!!.! includeT-bttt-net-be-¼¼mited-te~ 

flt credit unions organized and operating under this 

chapter or under any other credit union law,~ 

(3) Membership may also include: 

fitill officers, directors, c0llll1littee members, and 

employees of sueh credit unionsr-effieia¼a-and-eap¼oyees-0£ 

a"y-association-of-eredit-ttn¼ene;-aftd-efflp½eyees--e£--federa¼ 

or-atete-government-egene¼ea-reapc,ns¼ble-ter-the-sttperv¼sion 

of-credit-uniona-in-this-■tate; or 

t3tfil organizations and associations of those persons 

or organizations enumerated in subsections flt-end (2) and 

illill 7 .!. 

fft--emp¼e7ees--ot-en-emp¼e7er-with-insttrrieient-ntt111bera 

to-form-or-eoftduet-the-affa¼rs-0£-a-seperate-credit-union; 

t5t--peraens-in-the-rie¼d-oE--membersh¼p--ot--¼iqttideted 

eredit-anions-or-of-credit-uniona-which-ha¥e-entered-into-or 

are-abeut-te-enter-into-¥o¼untery-er-in•e¼ttntary-¼¼qaidet¼eft 

proeeed¼nga-;--er 

t6t--members--ef--the--i111111ediate-familiea-ef-a¼¼-members 

gDe¼it¼ed-ebe•eT 

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

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

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

•32-3-803. Voting representative conflict of 

interest. ill Each credit union beeem¼ng that is a member of 

etteh-eentra¼ a corporate credit union may designate one 

person to be its voting representative in the centre¼ 

corparate credit union7.!. whieh The person ahe¼¼ must be 

designated by the board of directors of the member credit 

union. 5Deh The voting representative shall must be eligible 

to hold office in the eentrel corporate credit union as if 

stteh the person were h¼mselr a member of the eentrel 

corporate credit union. 

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

or employee may not in any manner participate in the 

deliberation Q! 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, 

aJfectin.9 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 o( ~ividends 

to the membership. 

(3) The department shall adopt rules implementing this 

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

Code of Fed~ral Reg_ulations." 

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

"32-3-804. Additional rights and powers de,2artment 

rules. (1) A--eentra¼ Except as limited by this part and 

rules adopted pursuant to this part, a corporate credit 

union sha¼¼--haYe has all of the rights and powers of any 

other credi-t union organized under this chapter and the 

additional rights and powers specified in this seet%en, 

ftatwithstanding--any--½imitations--or---restr¼etions---£ottnd 

elsewhere-ln-this-ehapter part. 

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

by rules of the department, make loans to other credit 

unions7--pnrehase--shares-e£-ether-cred*t-un¼ons7-and-obtain 

or-ae~ttire-the-assets-and-¼iabi¼ities-0£--any--eredit--union 

eperating--in--this--s~a~~-whieft-enters-±nto-¼¼~tt¼da~icn and 

provide correspondent services and other financial services 

to other credit unions. 

(3) A eentral corporate credit union may~ermitted 

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 eentre¼ 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 reasonable and prudent investments. 

(6) The department shall adopt rules governing 

corporate credit union loans, 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 Regulations. 

(7) A corporate credit union may issue membership 

capital share deposit accounts as provided in {section 5). 

t5till A central corporate credit union with corporate 

shareholdings equal to or in excess of 95\ of its total 

assets may, by vote of its board of directors~L 

fat elect exemption of insurance on share accounts 

under the provisions of Title II of the Federal Credit Union 

Act; 

tbt--borrew--frem--any-seuree-an-ameunt-net-ln-eKeess-of 

three-t¼mee-¼ts-totai-aseets-a£ter-dednetion--o£--the--no~es 

payable-aeeeuntT-hewevery-with-pr¼or-wrltten-appre•al-of-the 

d¼reeter-ef-the-department-er-ee-eree7-the-ered¼t-unlen-may 

exeeed-stteh-iimitation;-end 

tet--make-loans-te-any-member-in-an-aggregate-ameunt-not 

in--exeess--e£--i8~--o£--the--eentrai--eredit--ttnicnis-tetal 

assets." 

NEW SECTION. Section 5. Membership capital Shate 
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deposits. (l) 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; 

(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 liquidation, is purchased 

and assumed, or is merged. 

(J) 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. Ph:ed assets depart-nt 

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 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 substantial conformance with Title 12, part 704, Code 

of Federal Regulations. 

NEW SECTION. Section 7. Corporate reserves 

departaent 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 

administration of subsection (l), 

NEW SECTION. Section 8. Annual 

rules 

audit. 

for the 

( 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-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

LC 0953/01 

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 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 

agreeaents. Services, facilities, personnel, o~ 

shared with any party must be supported by 

written 

equipment 

a written 

15 contract or agreement that specifies the duties and 

16 responsibilities of each party and that fully supports and 

17 documents the allocation of service fees and expenses. 

18 

19 

20 

21 

22 

23 

NEW SECTION. Section 10. Codification instruction. 

[Sections 5 through 91 are intended to 

integral part of Title 32, chapter 

provisions of Title 32, chapter 3, 

[sections 5 through 9J. 

be codified as an 

3, part 8, and the 

part 8, apply to 

NEW SECTION. Section 11. Effective date. [This act! is 

24 effective on passage and approval. 

-End-
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APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOPMffiT 
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<'°40 BY 
~¾.<i~f-

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 ANO 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 WRI'M'EN 

AGREEMENTS WHEN SHARING SERVICES, FACILITIES, PERSONNEL, OR 

EQUIPMENT; AMENDING SECTIONS 32-3-801, 32-3-802, 32-3-803, 

AND 32-3-804, MCA; ANO 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 union. The member credit unions may 

borrow from the corporate credit union if necessary and may 

~•-~•c...-
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invest excess funds vith it. The corporate credit union may 

also provide to its ■eabers other financial services, such 

ae 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 eentra¼ A corporate credit 

union may be organized and operated under this chapter and 

is subject to all such provisions not inconsistent with this 

chapter. Stteh The credit union shall use the term •e@n~ra¼» 

Ncor.eQ_£ate" in its official name." 

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

•12-3-802. Membership Purpose -- membership. ill A 

-2-
\-\~ ,~~ 

SECOND READING 



1 

2 

3 

4 

5 

6 

7 

e 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0953/01 

corporate credit union must be operated primarily for the 

purpose of serving other credit unions. 

~ Membership in saeh-eentrai a corporate credit union 

may must include,-bat-not-be-limited-to~ 

t¼t credit unions organized and operating under this 

chapter or under any other credit union law7~ 

(3) Membership may also include: 

t~t1!.l officers, directors, committee members, and 

employees of etteh credit unionsT-eEE¼e¼a¼s-and-emp¼oyees-of 

afty-asseeiatien-o!-ered¼t-anions;-end-eap¼oyees--of--federai 

or-atate-goTernment-agene¼es-respenaible-for-the-sttperviaion 

oE-eredit-nniens-in-this-atate; or 

t3till organizations and associations of those persons 

or organizations enumerated in subsections ttt-and (2) and 

~".!. 
t4t--e■pteyees--ef-en-e■pteyer-with-insttffieient-ntt■bers 

te-fera-er-eefldttet-the-effaira-ef-a-separate-eredit-unien~ 

t5t--persens-in-the-fie¼d-ef--membership--ef--tiqttidated 

eredit-nniona-or-of-eredit-aniena-whieh-ha•e-entered-into-or 

are-elto■t-~o-enter-into-wo¼nntary-er-inwo¼nntary-¼i~ttidatton 

proeeeditHJS1"-er 

t6t--aellbers--ef--the--i-ediate-femi¼ies-ef-et¼-■eabers 

qtte¼ified-ebe•e~ 

ill The memberst.ip of a corporate credit union may not 

include more than seven natural persons as deacribe-4 in 

-3-
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subsection~.• 

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

•32-3-803. voting representative conflict of 

interest. 1!l Each credit union beee■ing that is a member of 

aaeh-eentra½ a corporate credit union may designate one 

person ta be its voting representative in the eentra¼ 

corporate credit union7~ whieh The person aha¼¼ must be 

designated by the board of directors of the member credit 

union. Saeh The voting representative ahett !!!!..!.!. be eligible 

to hold office in the eentra¼ corporate credit union as if 

aneh the person were hiaae¼f a member of the eentra¼ 

corporate credit union~ 

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

or employee may not in ally 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 departmen~i 

affect ins_ 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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section in substantial conformance with Title 12, part 704, 

Code of Federal Rf!.!i.ulations.• 

Section 4. 

"32-3-804. 

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

Additional rights and powers dep_artftent 

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

rules adopted pursuant to this part, a corpo[ate credit 

union sha½¼--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 seetion7 

notwithstand½ng--any--½im¼tatiens--er---Pestrietiofts---feund 

eisewhere-in-thia-ehopter ~-

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

by rules of the department, make loans to other credit 

unionsT--p~rehase--sha~es-ef-othe~-eredit-un¼ens7-aftd-obtain 

er-aequ¼~e-the-assets-and-liabilities-ef--any--eredit--ttnion 

eperating--in--th½a--etat~-whieh-~nt~re-into-¼igttidation and 

provide correspondent services and other financial services 

to other credit unions. 

(3) A eentro¼ corporate credit union may~ermitted 

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 eeft~rel 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. 

j5) A corporate credit union may, as permitted by rules 

of the department, make reasonable and prudent investments. 

(6) The department shall adopt rules governing 

cor.112.rate credit union loansL_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 Regulations. 

(7) A corporate credit union may issue membership 

capital share deposit accounts as provided in (section 5). 

t5tfil A eentroi corporate credit union with corporate 

shareholdings equal to or in excess of 95\ of its total 

assets may, by vote of its board of directors~L 

tat elect exemption of insurance on share accounts 

under the provisions of Title II of the Federal Credit Union 

Act~ 

tbt--borrow--frem--any-aenree-an-amottnt-not-¼n-exeees-of 

three-times-its-tota½-asseta-atter-dedttetien--of--the--notes 

payab¼e-aeeonnt;-howewery-with-pr¼or-writtefl-appro•ai-ef-the 

direeter-of-the-depert■ent-of-eommereey-the-eredit-union-may 

exeeed-saeh-½imitationT-and 

tet--make-ioans-to-any-member-in-en-aggregate-amo~nt-not 

in--exeesa--or--~91--of--the--eentra½--ered±t--ttnion~s-tota½ 

assets." 

NEW SECTION. Section 5. lleabership 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; 

(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. 

(bl 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 

froa the corporate credit union, except in the case of a 

credit union that is placed into liquidation, is purchased 

and aaauaed, or is ■erged. 

( 3) An 

borrowings. 

MCSD account aay not 

(41 Corporate credit unions that 

-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. Pil:ed assets depart-nt 

rules. (l) A corporate credit union may not invest in fixed 

assets if the aggregate of those investments would exceed 

151 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 Cl) 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 SECTIQN. Section 7. Corporate reserves 

departaent rules. (l) 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. ( l I 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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l submit the audit report to the board of directors. A su-.ary 

2 of the audit report ■ust be submitted to the ■ellbership at 

3 the next annual meeting. 

4 12) The auditor's ..orkpapers must be made available for 

5 review by state and federal cegulatory examiners during any 

6 

7 

examination conducted by the examiners. 

(3) A copy of the audit report and reportable 

8 conditions letter, otherwise known as the management letter, 

9 must be submitted to the department and the national credit 

10 union administration within 30 days after receipt by the 

11 board of directors. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

NEW SECTION. Section 9. Contracts and 

agreeaents. Services, facilities, 

shared with any party must be 

personnel, 

supported 

0~ 

by 

written 

equipment 

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 91 are intended to 

integral part of Title 32, chapter 

provisions of Title 32, chapter J, 

be codified as an 

3, part e, and the 

part e, apply to 

22 [sections 5 through 9}. 

23 NEW SECTION. Section ,,. Effective date. (Thia act I is 

24 effective on passage and approval. 

-End-
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,,~ 
~EDBY ·' ~~f-

A BILL FOR AN ACT ENTITL.ED: "AN ACT GENERALLY REVISING THE 

LAWS RELATING TO CENTRAL CREDIT UNIONS; CHANGING THE 

TERJIIINOLOGY !"ROM "CENTRAL" TO "CORPORATE" CREDIT UNION; 

REVISING MEMBERSHIP Rl:l()UIRDIENTS; REGULATING CONFLICTS OP' 

INTEREST; SUBJECTING THE RIGll'l'S AND POWERS OP' A CORPORATE 

CREDIT UNION TO REGULATION BY THE DEPARTMENT OP' COMMERCE; 

CREATING CAPITAL SHARE ACCOUNTS FOR CORPORATE CREDIT UNION 

NEMIIERS; · REGULATING INVESTMENT IN FIXED ASSETS; REGULATING 

THE RATIO OF RISK-BASED CAPITAL RESERVES TO RISK-WEIGHTED 

ASSETS; PROVIDING FOR AN ANNUAL AUDIT; Rl:l()UIRING WRITTEN 

AGREDIENTS WHEN SHARING SERVICES, FACILITIES, PERSONNEL, OR 

EQUIPMENT; MENDING SECTIONS )2-)-801, 32-3-802, 32-l-80), 

AND )2-3-804, MCA; AND PROVIDING AN IMMEDIATE El"P'ECTIVE 

DATE." 

STATEMENT 01" INTENT 

A ■tate-nt of intent is required for this bill because 

it del■gatea ruleaaking authority to the depart■ent of 

co■■erce. A •corporate• credit union la one that serves 

other credit unions. Other credit unions beco■e ■e■ber ■ of 

the corporate credit union. The ae■ber credit union• aay 

borrow fro■ the corporate credit union if necessary and aay 

~-•-c-
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invest exce■s funds with it. Tbe corporate credit union -y 

also provide to its -'>era other financial services, such 

as correspondent check collection and aut~ted funds 

transfer services. 

The national credit union ad■ iniatration has adopted 

extensive new regulations applicable to federally chartered 

corporate credit unions, and it has also effectively aade 

the regulations applicable to state-chartered corporate 

credit unions by prohibiting federally insured credit unions 

froa investing in a corporate credit union that is not in 

coapliance with the new regulations. All credit unions in 

Montana are federally insured. Therefore, in adopting rules 

pursuant to this bill, the depart■ent shall substantially 

confor• 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 a■ended to read: 

•32-3-801. Orgaalsatlon. Any een~ral A corporate credit 

union -y be organiaed and operated under this chapter and 

i■ subject to all ••eh provisiona not inconsistent with this 

chapter. S•eh The credit union shall use the term •een~rai• 

•cor.eQ_rate• ln its official naaee• 

Section 2. Section )2-3-802, MCA, is a■ended to read: 

•32-3-802. Me■ber9hip ~e ■eiabershi_e. 1!1 A 

-2-
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corporate credit union ■ust be operated pri■arily for the 

purpose of serving other credit unions. 

ill Me■bership in aaeh-eentral a corporate credit union 

■ay ■ust include7-bat-not-be-ll■lte<l-toT 

t¼t credit unions organized and operating under this 

chapter or under any other credit union law~~ 

(3) Me■bership ■ay also include: 

fit1.!.l officers, directors, c01111ittee ■e■bers, and 

eaployees of atteh credit unions~-oEfieiala-and-eaployee■-ef 

any-aaaoe¼at¼on-of-ered¼t-aniona7-■nd-e■ployee■--of--feder■l 

or-atate-9o•ernaent-a9eneie■-reapen■ible-for-the-stt~••ia¼on 

of-eredit-anion■-in-thia-■ta~e; or 

f3till organizations and associations of those persona 

or organizations enu■erated in subsections flt-and (2) and 

111.filT.!. 

t4t--e■ployeea--of-an-e■ployer-with-inaaffieient-na■bera 

to-for■-or-eondaet-the-effair■-of-e-■eper■te-eredit-ttnienT 

t5t--peraona-in-the-field-of--■e■berahlp--of--¼i~aidated 

ere<lit-aniona-ar-af-eredit-anians-whieh-ha•e-entered-lnto-ar 

are-■-t-to-enter-into-•alantary-ar-in•olantary-ll~ld■tlon 

praeee4i"')ST-Sr 

t6t--.etlbers--af--the--i-di■te-f■■ilie■-af-■ll-■e■ber■ 

~••llfle<l-■bo•eT 

(41 The ■e■berst.ip of a corporate credit union aay not 

include 110re tha_n __ ~even natural persons as deacr-ibed in 

-3-
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s~baection (l)(a).• 

Section 3. Section 32-3-803, IICA, i ■ -■ended to read: 

•32-3-103. Voti119 repre■entati we conflict of 

intere■t. ill Each credit union bee-in9 that ia a ■e■ber of 

■aeh-eentral a corporate credit union ■ay designate one 

peraon to be its voting representative in the eentr■l 

corporate credit union7.!. whieh The person ■hall ■ust be 

designated by the board of director■ of the ■e■ber credit 

union. Saeh The voting representative ■ll■l! ■ust be eligible 

to hold office in the eentr■! corporate credit union aa if 

atteh the person were hiaae¼f a ae■ber of the een~r•¼ 

cor~ credit union. 

{2) (a) A director, c.-ittee ■e■ber, officer, agent, 

or eaployee ■ay not in any -nner participate in the 

deliberation or deter■in~tion of any question affecting that 

person's personal pecuniary interest. 

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

any ■anner participate in the determination of any aatter 

-terial in a■ount, a■ defined by rule by the department, 

a_Uectin.9. the pecuniary interest of any corporation, 

partnership, or as■ociation, other than the corporate credit 

union, in which that pereon ha■ a direct or indirect 

intereat 1 except for ■attera involving pay■ent of dividend■ 

to the ae■ bership. 

{3) The department shall adopt rules i ■ple-nting this 

-4-
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section in substantial conformance with Title 12 1 part 704, 

Code of Federal Re~ulations.• 

Section 4. Section 32-3-804, MCA, is a■ended to read: 

"32-3-804. Additional rights and povera de~rt■ent 

rules. (l) A--centre¼ Except as limited by this part and 

rules adopted pursuant to this part, a corporate credit 

union aheli--heTe 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 eectionT 

notwithstaftdin~--any--¼¼■¼tati~n•--er---restrietions---fennd 

e¼sewhere-in-th¼a-chapter ~-

(2) A centre¼ corporate credit union May, as per•itted 

by rules of the department, make loans to other credit 

unionay--pnrehaae--sharea-ef-ether-eredit-anionsy-and-ebtain 

or-aetattire-the-assets-and-liab¼¼it¼es-ef--any--eredit--anion 

operatinq--in--thie--state-whieh-entera-into-¼i~uidation and 

provide correspondent services and other financial services 

to other credit unions. 

(3) A centre¼ corporate credit union may, as per■itted 

by rules of the depart-nt, invest in and grant loans to 

associations of credit unions, central funds of credit 

unions, or organizations chartered to provide service to 

credit unions. 

l•l A central corporate credit union ■ay, as peraitted 

by rules of the depart■ent. borrow and accept 1110ney fr0111 any 
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source and iaaue notes or debentures. 

(5} A corporate credit union aay, as per■itted by rules 

of the depart-nt, aake reasonable and prudent invest-nta. 

(6) The depart-nt shall adopt rules governing 

core2_rate credit union loans, borrowing, lnveataenta, 

strategic planning, funds aanageaent, capital goals, and 

services. The rules ■ust be in substantial confor■ance with 

Title 12, part 704, Code of Federal Regulations. 

(71 A corporate credit union ■ay issue ■e■berahip 

capital share deposit accounts as provided in (section SJ. 

tStill A central corporate credit union with corporate 

shareholdings equal to or in excess of 95\ of its total 

assets aay. by vote of its board of directors~L 

tat elect exemption of insurance on share accounts 

under the provisions of Title II of the Federal Credit Union 

A.Ct't 

tbt--borrew--frea--any-eewree-an-a■oan~-net-in-exeeas-of 

three-ti■es-its-~etal-■aaete-after-dednc~ion--ef--the--nctea 

peyable-eccoant~-h...,eTerT-w¼th-prior-written-epproya¼-of-the 

director-ef-the-depert■ent-of-e-rceT-the-cred¼t-anion-■ay 

e•eeed-aneh-li■¼tat¼en~-•nd 

tct--■eke-¼oena-to-any-■e■ber-in-an-eggregete-a■onnt-not 

¼n--eweeaa--ot--ie,--ef--~he--een~ra½--eredit--ttftten~s-~o~•¼ 

aaeeta.'" 

NEW SECTION. Section 5. llellbership capital share 

-6-
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depoait■ • (1) A corporate credit union may is■ue me■ber ■hip 

capital share deposit or IICSD accounts to me■bers. 

(2) (a) For purposes of this section, •■e■bership 

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 li■ited to 111eabers; 

(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 er.edit union that the account 

holder credit union intends to withdraw NCSD account funds 

froa the corporate credit union, except in the case of a 

credit union that is placed into liquidation, is purchased 

and assu■ed, or is ■erged. 

(3) An 

borrowings. 

MCSD account ■ay not 

(4) Corporate credit unions that 
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shall disclose at least annually to their ■e■bers the ter .. 

and conditions under which the accounts are i ■sued. 

NEW SECTION. Section 6. Pilled •■-ts departaent 

rules. (1) A corporate credit union ■ay not invest in fixed 

assets if the aggregate of those inve■ t■ents would exceed 

151 of capital, unless the credit union receives prior 

written approval fro■ the depart■ent and the national credit 

union administration board. 

(2) The depart■ent shall adopt rules for the 

ad■inistration of subsection (1) and for governing ownership 

of fixed assets by a corporate credit union. The rules •uat 

be in substantial conformance with Title 12, part 704, Code 

of Federal Regulations. 

Nl!W SECTION. Section 7. Corporate reserves 

depart-nt rulea. (1) A corporate credit union shall 

maintain a ■ iniau■ ratio of risk-based capital reservea to 

risk-weighted assets according to rules adopted by the 

departaent in substantial conformance with Title 12r part 

704, Code of Federal Regulations. 

(2) The depart-nt shall adopt rules for the 

ad■ inistration of subsection ( l). 

Annual audit. ( l) The R1!W SECTION •. Section 8. 

supervisory coaaittee of a corporate credit union shall 

require an 

independent, 

annual opinion audit to be made by an 

licensed certified public accountant and shall 

-8-
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l subait the audit report to the board of directors. A su-.ary 

2 of the audit report ■ust be subaitted to the ■eabership at 

3 the next annual aeeting. 

4 (2) The auditor's workpapers must be ■ade available for 

~ review by state and federal regulatory examiners Ouring any 

6 

1 

8 

9 

10 

11 

12 

ll 

14 

15 

16 

17 

18 

examination conducted by the examiners. 

Cl) A copy of the audit report and reportable 

conditions letter, otherwise known as the manage•ent letter, 

■ust be submitted to the depart■ent and the national credit 

union administration within 30 days after receipt by the 

board of directors. -

NEW SECTION. Section 9. Contracts and written 

a9reeaenta. Services, facilities, personnel, or equipaent 

shared with any party ■ust be supported by a written 

contract or agreement that specifies the duties and 

responsibilities of each party and that fully supports and 

docuaents the allocation of service fees and expenses. 

NEIi SECTION. Section 10. Codification instruction. 

19 (Sections 5 through 9) are intended to be codified as an 

20 

21 

22 

23 

integral part of Title 32, chapter 

provisions of Title 32, chapter 3, 

l ■ectiona 5 through 9]. 

l, part 8, and the 

part 8, apply to 

NEW SECTION. Section 11. Bffective date. (This act I la 

24 effective on passage and approval. 

-End-
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BOOS& BILL NO. 182 

I11'1'1lODUCBD BY BACIIIIII, CBRISTIABIIS, BBIIEDIC'l', PBClt 

A BILL POR All ACT Bll'l'ITLBD: "All AC'1' GENERALLY REVISIIIG 'l'BE 

LAWS RBLATIIIG '1'0 CJ!lffRAL CREDIT ONIOIIS; CBAIIGUlG TIIB 

'l'IIRIIIllOLOGY PROK "Cl!IITRAL" '1'0 "CORPORATE" CRBDIT UIIIOII; 

RBVISING NBNBDSB~P Rl!IQUIRBIIDl'1'S1 RBGOLATING COIIPLIC'l'S OP 

IN'l'BRBST; SWIJIIICTING 'l'IIB RIGB'l'S AND POWERS OP A CORPORATE 

CREDIT UIIIOII '1'0 RBGOLATIOII BY THE DEPAJlTMBll'l' OP COIIMBRCB; 

CREATING CAPITAL SBAJll! ACCOUll'rS P0R CORPORATE CREDIT DIIION 

MEIIIIBRS I RBGULATING IIIVBSTIIEIIT IN FIXED ASSB'l'S I REGULATING 

THE RA'fIO OP RIP-BASED CAPITAL RESERVES '1'0 RISK-WBIGBTBD 

ASSETS; PROVIDIIIG POR All AHHOAL AUDIT; IU!QOIRING NRITTDI 

AGREEMENTS NIIDI SBARING SERVICES, FACILITIES, PBRSOIOIBL, OR 

EQOIPMBN'l'; lUIDIDIIIG SBC'l'IOIIS 32-3-801, 32-3-802, 32-3-803, 

AND 32-3-804, NCA1 AND PROVIDING AH IIIMEDIATB BFPEC"l'IVB 

DA'fE." 

STATBIIBH'l' OF IH'fBN'l' 

A stateaent of intent la required for this bill because 

it delegates ruleaaking authority to the departaent of 

COllllllerce. A •corporate• credit union is one that serves 

other credit union&. Other credit unions become aeabers of 

the corporate credit union, The ■e■ber credit unions aay 

borrow froa the corporate credit union if nece■sary and aay 

~--
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invest excess funds with it. '1'be corporate credit union aay 

also provide to its -i.ers other financial services, such 

as correspondent check collection and autoaated funds 

transfer services. 

The national credit union adllinistration has adopted 

extensive new regulations applicable to federally chartered 

corporate credit union■, and it has also effectively aade 

the regulations applicable to state-chartered corporate 

credit union■ by prohibiting federally insured credit unions 

from investing in a corporate credit union that is not in 

co■pliance with the new regulations. All credit unions in 

Montana are federally insured. Therefore, in adopting rules 

pursuant to this bill, the departaent shall substantially 

confor■ with Title 12, part 704, Code of Federal 

Regulations. 

BE IT ENACTED BY 'fRE Ll!GISLA'l'ORB OF 'l'BE STATE OF MOH'l'AHA: 

Section 1. Section 32-3-801, MCA, i ■ aaended to read: 

"32-3-801. Orgaai■ation. Idly eentre! A corporate credit 

union aay be organised and operated under this chapter and 

is subject to all eeeh provisions not inconsistent with this 

chapter. Seeh The credit union ■hall use the term •eentre!• 

•corporate• in ita official naae.• 

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

"32-3-802. Nellberehip ~se ■eJllberahil!• ~ 

-2- BB 182 
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~rporate credit union ■uat be operated pri-rily for the 

purPOae of serving other credit unions. 

ill lle■berahip in ..et,-eelli,ra¼ a corporate credit union 

_, !!!!!! include7-btst-aot-be-¼¼■ited-to~ 

t¼t credit unions organiaed and operating under thia 

chapter or under any other credit union la-,~ 

(3) lle■berabip -y alao inclll<!e: 

tlti!.l. officers, directors, caa■ittee ■e■bera, and 

e■ploy-• of ■aett credit unions7-..ffiei■¼e-a,.._e■p¼oyeea-of 

aay-aaaoeiati011-of-eredit-aa:l:ona7-aad-a■p¼oyeea--..f--federa¼ 

or-atata 90ver-nt-ageaeiee-re9pOB■ih¼e-for-tlle-aaperri:aiet1 

of-er1Hiit-anioaa-ia-thi■-■tate1 !?!_ 

tatill organizations and aasociationa of those persona 

or organizations enuaerated in ■ubSections t¼t-aad (2) and 

lll.1.!l•~ 
tft--eap¼oyeea--ef··•• e■pte,.er--with-inaaffieient-a.,..r■ 

to-f--..r-eoa<lotet-the-affair■ et a ae.-rate-eredit-etriet1T 

tSt--peraoaa-ia-tbe-fie¼d-of -ii.erahip--of--¼iflltitlatee 

eredit-aaioaa-..r-..f-c,:Hit -ietla-.hiell-lul<re-eatered-iato-er 

are-at,oat-to-eater-iete vo¼-tary-or-ia-¼lffltary-¼i<f,litlatien 

tfit t,ra--et--tJoe--*-<li■te f■■i¼iea-of-a¼¼ .... 
gaalifiH-ali09eT 

(fl 'l'be -i>erabip of a corporate credit union -x not 

include ■ore than ae,,en natural perao.na •• d4!.acrl~ in 

-3- BB 182 
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•~baection ~-• 

Section 3. Section 32-3-803, MCA, i ■ a■ended to read: 

·32-3-803. Voting repre-ntatlve confliJ:?t of 

interest. ill Bacb credit union l,ee-¼119 that ia a ■ellber of 

aaell-eentre¼ a corporate credit union ■ay designate one 

person to be ita voting representative in the eeatra¼ 

corporate credit union7~ whieh !!!!!. person aha¼¼ !!!!!! be 

designated by the board of directors of tbe ■e■ber credit 

union. Saeh Tile voting repreaentative aha¼¼!!!!!!!. be eligible 

to bold offica in the eeatra¼ corporate credit union aa if 

aaell ~ peraon -re hi-e¼f a -r of tbe eentra¼ 

corporate credit union. 

(2) (a) A director, co■■ittee ■e■ber 1 officer, agent, 

or eaployee -Y not in any ■anner participate in the 

deliberation or deter■ination of any question affecting that 

person's personal pecuniary interest. 

{b) A director, officer, agent, or -ployee ■ay not in 

any ■anner participate in the deter■ination of any ■atter 

111aterial in -unt, aa defined by rule by the depart■ant, 

aff~tln.!1 t~ pecuniary interest of any corporation, 

partnerabip, or association, other than tbe corporate credit 

union, in omich tbat peraon baa a direct or indirect 

intereat1 ezcept for -tter■ involving payaent of dividends 

to tbe wberabip. 

(3) Tha depart-nt shall adopt rule■ iaple■enting ~~• 

-•- BB 182 
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aection in aubatantial conforaance with Title 12, part 10,, 

Code or Pederal Regulations,• 

Section 4.. Section 32-3-804, IICA, is ..... nded to read, 

"32-3-804. Ad4itlonal rigbta and povera depart-nt 

~- (l) A--eent:ra¼ Except as li■ited by this part and 

rules adopted pursuant to this part, a corporate credit 

union alte¼¼--llawe ~ all of the rights and powers of any 

other credit union organised under this chapter and the 

additional rights and powers specified in this aeet¼eny 

netv¼thataaeie9--aey--¼i■¼tatieee--.----reatriet¼en■---feand 

e¼aevllere-¼e-th¼e-ehapter ~-

(2) A eentra¼ corporate credit union -y, as permitted 

by rule■ of the depart-nt 1 -ke loana to other credit 

union■y--p,,reltese--alterea-ef-ether-eretlit-anienay-and-~ein 

er-aqa¼re-tlte-eaaeta-end-¼ieb¼¼¼ties-f--eny--eredit--anien 

eperatin9--¼e--th¼a--stete-vhieh-entera-¼nto-¼¼~•¼dat¼on ~ 

provide correspondent serv!J)es •~4 other f~nan~ial s~r~i~~ 

t9 other credit~nion~. 

(3) A centre¼ corporate credit union -v, aa per■itted 

by rules of the depert■ent, invest in and grant loans to 

associations of credit unions, central funds of credit 

unions, or organisations chartered to provide service to 

credit unions. 

(4) A centre¼ corporate credit union _Y, as per■it~ed 

by rules of the depart■ent 1 borrow and accept ■oney froa any 

-5- BB 182 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

u 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0182/02 

source and issue notes or debenture■• 

(5} A corporate credit union -Y, aa per■itted by rules 

of the departaent, -ke reasonable and prudent inveat■enta. 

(6J The depart■ent -~11 ado_pt rule■ governing 
~r.1!2!..ate credit union lgana, borrowinq 1 investaenta, 

strategic planning, fund■ .. nagwnt. capital goala, and 

service■• The rulea ■ust be in aubatantial conforaance with 

Title 12 1 part 704 1 Code of Pederal Regulation■• 

17} A corporate credit union -Y iaaue ■eaberahip 

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

t5till A eentre¼ corporate credit union with corporate 

ahareholdings equal to or in excess of 95~ of ita total 

aaaeta -y, by vote of ita board of director■~L 

tet elect exeaption of insurance on ahare account■ 

under the provisions of Title II of the Pederal Credit Union 
Aety 

tl>t--l!lerrev--fr---■ny-aoaree-en-a■eant--t-ie-eseeae-ef 

three-ti-■-ita-tote¼-aaeeta-efter-dedaetiet1---M--the---ea 

payab¼e-eeeoanty-h-e•ery-vith-pr¼er-vritten-■ppr-•¼-ef-the 

direeter-of-the-depart■ent-ef-e-ree7-the-ered¼t-an¼en--y 
eae~-aneh-¼¼■¼tat¼ony-and 

tet---ke-¼eana-to-any-■e■ber-¼n-en-aggregate-a■ennt-not 

in--eaeea■--f--i&t--of--the--eentra¼--ered¼t--nn¼on~a-teta¼ 
•••eta.• 

NJIW S~I9N. Section 5. lleaberahip capiul ahare 
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depoeita. (1) A corporate credit union may issue ,ae,aberahlp 

capital ahare deposit or NCSD accounts to aeabers. 

(2) (a) Por purposes of this section, "aembership 

capital share deposit" or "IICSD account• means a share. 

deposit, or other account that: 

(1) ia established, at a alni■ua, as a 12-■onth notice 

account, 

(ii) is liaited to aeaber•1 

(iii) is not aubject to ahara insurance coverage by the 

national credit union share insurance fund or other deposit 

insurer■ : and 

(iv) in the event of liquidation of the corporate credit 

union, ia payable only after aatisfaction of all liabilities 

of the liquidation estate, inc,luding uninsured obligations 

to shareholders and the national credit union ■hare 

insurance fund. 

(bl An IICSD account is not repayable until notice la 

given by the account holder credit union that the account 

holder credit union intends to withdraw NCSD account funds 

froa the corporate credit union, except in the case of a 

credit union tbat ia placed into liquidation, i ■ purchased 

and aas.....S, or 1• Mrged. 

(31 An IIC8D account may not be used to pled9e 

borrowings. 

(4) Corporate credit uniona that iscue NCSD accounts 
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shall disclose at least annually to their members the ter■a 

and conditions under which the accounts are issued. 

NEIi SEC'l'ION._ Section &. Pixed assets departaent 

rules. (l) A corporate credit union aay not invest in fixed 

aaaeta if the aggregate of those investMnts would exceed 

151 of capital, unless tbs credit union receives prior 

written approval froa the department and the national credit 

union adainlstration 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. 

NEIi SECTI~, Section 7. Corporate re-rvea 

departaent rlllff. (1) A corporate credit union shall 

aalntain a ■iniaua ratio of risk-based capital reserves to 

risk-weighted assets according to rules adopted by the 

depart-nt in ■llbstantial conformance with Title 12, part 

704, Code of Pederal Regulations. 

(2) The departMnt ■ball adopt rules for the 

sdainiatration of subsection (1). 

11111 SBC'l'ION. Section 8. MDual alldit. (1) The 

supervisory c.-ittee of a corporate credit union shall 

require an 

independ-t, 

annual Qpinion audit to be made by an 

licensed certified public accountant and shall 
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1 aublllt the audit report to the board of directors. A auaaary 

2 of the audit report auat be aubllitted to the -i>erahip at 

3 the nezt annual -•ting. 

4 (2) Tbe auditor'• workpapera ■ust be ■ade available for 

S revi- by state and federal regulatory ez-iners during any 

6 eza■ination conducted by the ezaainers. 

7 (3) A copy of the audit report and reportable 

8 conditions letter, otherwise known aa the ■anag-nt letter, 

9 ■ust be aubaitted to the depart■ent and the national credit 

10 union adainiatration within 30 days after receipt by the 

11 board of directors. 

12 

13 

14 

NBlf SBCTI.2!!.:. Section 9. contract• and 

agr.-ats. services, facilities, personnel, or 

shared with any party ■uat be supported by 

written 

equipaent 

a written 

15 contract or agre-nt that specifies the duties and 

16 responsibilities of each party and that fully supports and 

17 docuaenta the allocation of service fees and ezpenses. 

18 NBlf SBCTION. Section 10. Codification instruction. 

19 [Section• S through 9) are intended to be codified as an 

20 integral part of Title 32, chapter 3, part a, and the 

21 provision• of Title 32, chapter 3, part 8, apply to 

22 [sections S through 9]. 

23 NBlf S~ION, Section 11. Bffectlve date. ['l'bis act] is 

24 effective on pa■■■ge and approval. 

-End-
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