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Senate, May 11, 1982.

The committee on Banks and Banking, to whom was referred the
petition (accompanied by bill, Senate, No. 16) of John A. Brennan,
Jr., for legislation relative to the board of directors of the Massa-
chusetts Credit Union Share Insurance Corporation; and the peti-
tion (accompanied by bill, Senate, No. 45) of the Credit Union
League of Massachusetts, Inc., by Joseph Fisher, the Massachu-
setts Credit Union Share Insurance Corporation, by William Kav-
eney, and Joseph B. Walsh for legislation relative to the Massachu-
setts Credit Union Share Insurance Corporation, reports the ac-
companying bill (Senate, No. 1897).

For the Committee,

JOHN A. BRENNAN, JR.
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In the Year One Thousand Nine Hundred and Eighty-two.

An Act relative to the Massachusetts credit union share
INSURANCE CORPORATION.

Section 1. Chapter 294 of the Acts of 1961 is hereby
amended by striking out section 1, as most recently amended
by section 1 of chapter 306 of the Acts of 1973, and inserting
in place thereof the following two sections:

1
9

4
5
6

Section 1. Creation, purpose
There is hereby constituted a corporation under the name

of Massachusetts Credit Union Share Insurance Corporation,
hereinafter referred to as the corporation, for the purpose of
creating and maintaining a fund for the insurance of shares
and deposits of members of the Central Credit Union Fund,
Inc. and of credit unions doing business in Massachusetts
which are established under the laws of the commonwealth or
of the United States and which become regular or excess mem-
bers of the corporation, as hereinafter provided.

7

8
9

10
11
12
13
14
15

In this act, unless the context otherwise requires, the fol-
lowing words shall have the following meanings:

16
17

“Member,” a regular member of the corporation as defined
below, except where the context otherwise requires;

18
19

“Regular member,” a state-chartered credit union which is
admitted to regular membership in the corporation pursuant
to section 6A and which thereafter maintains its membership
in good standing, or which is readmitted to regular member-
ship pursuant to section 6G;

20
21
22
23
24

“Inactive member,” a regular member which withdraws
from regular membership as provided in section 6C;

25
26

“Excess member,” an inactive member or a federally char-
tered credit union whose excess shares and deposits, as here-
inafter defined, shall become insured by the corporation pur-
suant to section 6D;

27
28
29
30

Be it enacted by theSenate and House of Representatives in General
lourtassembled, and by the authority of the same, as follows:

Section IA. Definitions
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31 “Excess shares and deposits,” the portions of the shares and
32 deposits of a credit union in excess of those sums which from
33 time to time may be insured by the Administrator of the Na-
-34 tional Credit Union Administration.

1 Section 2. Section 4of said chapter 294 is hereby amended
2 by striking out the first and second paragraphs as appearing
3 in chapter 306 of the Acts of 1973 and inserting in place there-
-4 of the following two paragraphs:

5 There shall be a board of fifteen directors of the corporation
6 who shall be elected by the delegates of the members as fol-
-7 lows:
8 (a) Eleven directors shall be elected from the member
9 credit unions; provided however, that any person who is serv-

-10 ing as a director on the effective date of this act shall be eli-
-11 gible to be re-elected to said office upon the expiration of his
12 then current term of office and of each succeeding term, if
13 any, notwithstanding that the re-election of said directors may
14 result for the time being in a board of directors of more than
15 fifteen persons.
16 (b) Of the total number of directors elected from the mem-
-17 ber credit unions, not more than one-third at any one time
18 shall represent members in any one county of the Common-
-19 wealth.
20 (c) There shall be four outside directors, as defined in sub-
-21 section (d) below. Four such directors shall be elected at the
22 first annual meeting following the elective date of this act to
23 initial terms of office of such respective durations, not in any
24 case to exceed three years, as shall be determined by the board
25 of directors so that not more than two such terms shall expire
26 in any year.

27 (d) Outside directors shall be elected from a list of persons
28 nominated by member credit unions, none of whom shall be
29 directors, officers, employees, or agents of a member credit
30 union or a director, trustee or other officer of any other finan-
-31 dal institution. Each member credit union may nominate per-
-32 sons to be such a director by filing the name of such person
33 with the board of directors not later than sixty days prior to
34 the annual meeting; provided, however, that any such person
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shall be qualified by training and experience in one of the
following fields, business judgment, insurance, investments,
real estate, accounting or law.

35
36
37

Each director shall be elected for a three year term, except
as otherwise provided in subsection (c) above. All directors
shall be sworn and hold office until their successors are quali-
fied. If a person elected does not within thirty days there-
after take the oath of office, his office shall thereupon become
vacant. The directors shall fill any vacancies on the board
until the next annual meeting. The directors may from time
to time adopt such rules and regulations as they may deem
necessary to effect the purposes of this act, provided that such
rules and regulations shall not become effective until they
have been approved by the commissioner, and for such pur-
poses the commissioner may confer and advise with the direc-
tors and furnish them with such information as they may
request.

38
39
40
41
42
43
44
45
46
47
48
49
50
51

Section 3. Said chapter 294 is hereby further amended by
striking out section 6A and section 6B and inserting in place
thereof the following seven sections:

1
2
3

Section 6A. Regular Membership4
Any applicant for regular membership shall first give notice

in writing to the corporation of its intention to become a mem-
ber and shall submit such preliminary financial statements and
other information concerning its assets, liabilities and affairs
as the commissioner and the directors of the corporation may
determine.

5
6

8
9

10
Before admission or readmission to regular membership in

the corporation, an applicant shall be subject to such audit as
the commissioner and the directors of the corporation deter-
mine to be necessary, the auditor to be approved by the di-
rectors of the corporation and the commissioner. The direc-
tors shall be the sole judges of the eligibility of each applicant
for admission or readmission, with the approval of the com-
missioner.

11
12
13
14
15
16
17
18
19 Section 68. Termination of Membership
20 The insurance of a member by the corporation may be ter-

minated by the directors of the corporation, with the approval

7

21
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*

22 of the commissioner, after a hearing to be held before the
23 commissioner and a committee of said directors upon at least
24 fifteen days prior notice, in the following circumstances:
25 (a) if a regular or excess member shall have failed to pay
26 any assessment lawfully required under this act within fifteen
27 days after notice from the treasurer of the corporation that
28 such payment is overdue; or
29 (b) if a regular member has conducted its business in an
30 unsafe or unsound manner, or has knowingly or negligently
31 permitted any of its officers or agents to violate any provision
32 of any law or regulation to which the member is subject.
33 In the event of termination of the insurance of a member,
34 the commissioner may order the member to give such notice
35 to its shareholders and depositors as he may require. In the
36 event of a failure to give the notice required to said sharehold-
-37 ers and depositors as herein provided, the commissioner is au-
-38 thorized to give such notice in such manner as he may deter-
-39 mine and for such purpose the member shall provide a list of
40 all names and addresses of its depositors and shareholders to
41 the commissioner.
42 Section 6C. Withdrawal from Regular Membership; Mem-
-43 her Credit Union Becoming Insured Under Federal Credit
44 Union Act; Inactive Membership.
45 Any member may withdraw from regular membership in
46 the corporation pursuant to the provisions of subsections (a)
47 and (b) of this section 6C and of section thirty-five of chap-
-48 ter one hundred and seventy-one of the General Laws. Upon
49 such withdrawal, a member shall become an inactive member
50 of the corporation.
51 (a) Approval Required in Certain Cases; Filing of Notices;
52 Effect of Indebtedness to the Corporation; Termination of
53 Insurance; Rights and Liabilities of Inactive Members.
54 Except with the approval of at least two-thirds of the di-
-55 rectors of the corporation, and subject to such conditions as
56 they may approve, no member may withdraw from regular
57 membership in the corporation so long as any financial as-
-58 sistance granted by the corporation to such member remains
59 unpaid or has not been compromised or settled.
60 Subject to the preceding paragraph, when any regular mem-
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ber which has applied for insurance of its shares and deposits
under the Federal Credit Union Act shall have received notice
in writing from the Administratorof the National Credit Union
Administration that it is insured by him, such member shall
give written notice thereof to the corporation and shall file
with it copies of said notice from the Administrator and of the
vote of its directors provided in section thirty-five of chapter
one hundred seventy-one of the GeneralLaws.

61
62
63
64
65
66
67
68

On the effective date of such insurance by the Administator,
the insurance of the shares and deposits of such member by
the corporation shall terminate to the extent that such shares
and deposits shall then or thereafter be insured by said Ad-
ministrator, and such inactive member shall not be liable for
any further assessments required by section 7 or section 8
except for any unpaid assessments then due and payable. An
inactive member shall not be entitled to any of the rights and
benefits of members except as expressly provided in subsec-
tion (b) of this section.

69
70
71
72
73
74
75

76
77
78

(b) Inactive Members; Provisions as to Assessments Pre-
viously Paid Into Share Insurance Fund.

79
80

Upon the withdrawal of a regular member to inactive mem-
bership, the corporation shall retain all assessments thereto-
fore paid to it by such member.

81
82
83

Thereafter, except as otherwise provided in section 6F of
this act, such inactive member shall be entitled (1) to receive
such dividends, if any, on its retained assessments as may be-
come payable to regular members pursuant to section 7 and
(2) to participate in the net assets of the share insurance fund
in the event of the dissolution and liquidation of the corpora-
tion, in the manner and to the extent provided in section 10.

84
85
86
87
88
89
90

The provisions of this subsection (b) shall apply to member
credit unions which withdrew from the corporation prior to
the effective date of this act.

91
92
93

Section 6D. Excess Insurance of Federally Insured Credit
Unions; Excess Members.

94
95

The excess shares and deposits of excess members shall be
insured in full by the corporation, subject to the following
conditions and limitations:

96
97
98

(a) Applications for excess membership shall be governed99
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by the provisions of section 6A. If the applicant is then in-
sured by the Administrator of the National Credit Union Ad-
ministration, said Administrator’s certification of its sound
and safe condition may be submitted in lieu of approval by the
commissioner.

100
101
102
103
104

(b) Such excess member shall semi-annually pay to the cor-
poration insurance assessments at the same percentage rates
fixed for additional assessments of regular members under sec-
tion 8, computed upon its excess shares and deposits as shown
by a statement filed with the corporation and certified by an
authorized officer of such excess member.

105
106
107
108
109
110

(c) Excess members of the corporation shall not have any
of the rights and privileges of regular members except as ex-
pressly provided otherwise herein.

11l
112
113

(d) Upon payment by the corporation of any excess share
or deposit insured by the corporation in any excess member,
the corporation shall be subrogated to the rights of the person
to whom such insurance was so paid to receive the same dis-
tribution from the proceeds of assets and claims of such ex
cess member as would have been payable to such person on a
claim for the portion of such person’s share or deposit so paid
by the corporation, subject to the rights of the National
Credit Union Administration.

114
115
116
117
118
119
120
121
122
123 (e) Notwithstanding any other provisions hereof, if the Na-

tional Credit Union Administration is at any time a depositor
in any excess member, either directly or through any other
governmental agency, the amounts deposited, directly or in-
directly, by the National Credit Union Administration shall
not be deemed insured to any extent by the corporation.

124
125
126
127
128
129 Section 6E. Contracts With National Credit Union Admin-

istration.130
The corporation may make such contracts as it deems ap-

propriate with the National Credit Union Administration in
order to carry out the purpose of this act and of the Federal
Credit Union Act.

133
134
135 Section 6F. Acquisition of Member by Other Financial In-

stitutions; Termination of Membership.136
137 In case any regular, inactive or excess member of the cor-

poration shall be acquired by another financial institution by138

»131132
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merger, consolidation, sale of assets or otherwise, the acquired
member’s membership in the corporation shall automatically
terminate. If the acquiring financial institution is itself a reg-
ular member of the corporation, but not otherwise, the cor-
poration shall continue to insure the shares and deposits so
acquired, and the acquiring member shall succeed to the same
rights with respect to the retained assessments of the acquired
member as are provided to inactive members by subsection
(b) of section 6C.

139
140
141
142
143
144
145
146
147

Section 6G. Effect of Excess or Inactive Member Ceasing
to be Insured Under Federal Credit Union Act; Admission or
Readmission to Regular Membership.

148
149
150

If at any time an excess or inactive member, except a fed-
erally-chartered credit union, which has theretofore been in-
sured by the Administrator of the National Credit Union Ad-
ministration shall cease to be so insured, and upon compliance
with the requirements of section 6A of this act, such excess
or inactive member may be admitted or readmitted to regu-
lar membership in the corporation. Thereupon, all of the
shares and deposits of such member theretofore insured by
said Administrator shall forthwith be insured by the corpora-
tion as provided in this act, and such member shall thereafter
be entitled to all the rights, benefits and privileges and sub-
ject to all the obligations of a regular member the shares and
deposits of which are fully insured by the corporation. Such
member shall be credited with all assessments, if any, previ-
ously paid by it and retained by the corporation pursuant to
subsection (b) of section 6C.

151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166

Each readmitted member shall pay to the corporation those
assessments provided by sections 7 and 8 which would have
been due and payable on the semi-annual assessment date next
preceding its admission or readmission had the shares and de-
posits of such member been at such time fully insured by the
corporation.

167
168
169
170
171
172

Section 4. Said chapter 294 is hereby further amended by
striking out section 7, as most recently amended by section 14
of chapter 178 of the Acts of 1981, and inserting in place there-
of the following section:

1
2
3
4
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5 Section 7. Initial Assessments; Semiannual and Annual As-
ti sessments; Excess Assessments; Refunds of Excess Assess-
-7 ments; Dividends; Examinations and Audits.
8 (a) Initial Assessments.
9 For the purpose of carrying out the provisions of this act,

10 in addition to the assessments hereinafter provided for, the
11 directors of the corporation shall require each new regular
12 member, but not a readmitted inactive member except as pro-
-13 vided for in Section 6G, to pay over in cash to the corpora-
-14 tion an initial assessment consisting of one percent of its total
15 member share and deposit balances as shown by its most re-

-16 cent June thirtieth or December thirty-first statement. This
17 assessment shall be made within ten days after the acceptance
18 of a member by the corporation. Such assessments may be
19 charged by the member to its undivided earnings account or
20 any other surplus accounts, or established as a prepaid asset
21 to be charged against its undivided earnings account or other
22 surplus accounts over a ten year period.
23 (b) Semiannual and Annual Asssessments.
24 (i) With respect to the six semiannual assessment dates
25 next following the effective date of this act, the directors of
26 the corporation shall declare growth assessments, consisting of
27 the following percentages of each regular member’s total share
28 and deposit balances in excess of the highest amount of its
29 share and deposit balances on which such member has there-
-30 tofore paid a one percent assessment:
31 (a) for the first and second semiannual assessment periods,
32 three-fourths of one percent;
33 (b) for the third and fourth semiannual assessment periods,
34 one-half of one percent;
35 (c) for the fifth and sixth assessment periods, one-fourth
36 of one percent.
37 Thereafter, no growth assessments shall be declared.
38 (ii) If at the close of any fiscal year of the corporation its
39 total assets, valued in accordance with generally accepted ac-
-40 counting principles, shall be less than one and one-fourth per-
il cent of the aggregate member share and deposit liabilities in-
-42 sured by the corporation, each member shall pay to the cor-
-43 poration a series of annual assessments, in addition to the as-
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44 sessments provided for above, in an amount not to exceed one
45 twelfth of one percent of the member’s share and deposit lia-
-46 bilities in any year. Said annual assessments shall continue
47 until the total assets of the corporation shall be at least equal
48 to one and one-fourth percent of the aggregate insured share
49 and deposit liabilities.
50 (c) Excess Assessments.
51 The directors may also, subject to the approval of the com-
-52 missioner following a hearing, and subject to the approval of
53 a majority of the delegates present and voting representing
54 regular member credit unions who shall be given thirty days’
55 written notice of the purpose of a meeting called by the di-
-56 rectors to obtain such approval, semiannually declare addi-
-57 tional assessments of regular members, to be designated as
58 “excess assessments,” so as to maintain from time to time the
59 aggregate assessment of each regular member under this sec-
-60 tion at a level not greater than two percent of such member’s
61 share and deposit liabilities. With like approval the directors
62 may, on the semiannual assessment dates, in lieu of declaring
63 such an excess assessment, effect a uniform refund in whole or
64 in part of the excess assessments.
65 (d) Dividends.
66 The directors may, with the approval of the commissioner,
67 pay to the members a dividend computed on the aggregate of
68 assessments paid by each member pursuant to this section.
69 (e) Examinations and Audits.
70 The corporation shall be subject to such examinations and
71 audits to such extent and manner and at such times as the
72 commissioner may determine. The cost of any such examina-
-73 tion or audit, as well as the cost of administration of the fund,
74 shall be borne by the corporation.

1 Section 5. Said chapter 294 is hereby further amended by
2 striking out section 10, as most recently amended by section 4
3 of chapter 306 of the Acts of 1973, and inserting in place there-
-4 of the following section:
5 Section 10. Dissolution of the Corporation.
6 The directors of the corporation at a special meeting called
7 for this special purpose and held in accordance with the by-
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8 laws and section 5 may determine by vote of four-fifths of all
9 directors that as a fact the corporation is no longer needed

10 for the insurance of shares and deposits of members. If such
11 fact is so determined by the directors and also is determined
12 by the commissioner then, by vote of four-fifths of all regu-
-13 lar member delegates, at a meeting of delegates called for that
14 special purpose, with the approval of the commissioner, the
15 members may dissolve and liquidate the corporation. When
16 voting for the purpose provided in this section, each regular
17 member, by a delegate authorized by its board of directors,
18 shall have one vote. Upon any dissolution and liquidation of
19 the corporation, the directors of the corporation shall proceed
20 to distribute to all of the then members including the regular,
21 inactive and excess members as their interests may appear, the
22 proceeds of the fund after payment of all losses, expenses and
23 obligations of the corporation, in the following order of prior-
-24 ity: First, in payment pro rata of the assessments referred to
25 in section 7. Second, in payment pro rata of all assessments
26 paid by the then members under section 8. Third, the bal-
-27 ance, if any, of the proceeds from such dissolution and liquida-
-28 tion shall be distributed pro rata to the then members on the
29 basis of the total payments described in clauses First and Sec-
-30 ond.

1 Section 6. Section two of this Act shall take effect on
2 August first, nineteen hundred and eighty-three.




