
SENATE No. 1879

SENATE, May 4, 1995.

The committee on Banks and Banking, to whom was referred so
much of the recommendations of the Commissioner of Banks (House,
No. 10) as relates to the filing of annual reports by banks and credit
unions (so much of House, No. 14 as relates to section 4); so much of
the recommendations of the Commissioner of Banks (House, No. 10)
as relates to the merger and acquisition of state-chartered banks and
credit unions (so much of House, No. 20 as relates to Sections 12 and
13); so much of the recommendations of the Commissioner of Banks
(House, No. 10) as relates to aggregate loan and investment limita-
tions governing credit unions (House, No. 21); so much of the recom-
mendations of the Commissioner of Banks (House, No. 10) as relates
to trustees and directors of state-chartered banks and credit unions (so
much of House, No. 23 as relates to section 3); and so much of the
recommendations of the Commissioner of Banks (House, No. 10) as
relates to credit unions (House, No. 24), reports the accompanying bill
(Senate, No. 1879).

For the committee,

STANLEY C. ROSENBERG
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In the Year One Thousand Nine Hundred and Ninety-Five

An Act relative to recommendations of the commissioner of
BANKS REGARDING STATE-CHARTERED CREDIT UNIONS.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority ofthe same, as follows:

1 SECTION 1. The first paragraph of section 12 of said chapter
2 171 of the General Laws, as so appearing, is hereby amended by
3 striking out the first sentence and inserting in place thereof the
4 following sentence:— The business and affairs of a credit union
5 shall be managed by a board of not less than nine nor more than
6 fifteen directors; and by adding the following paragraph:—
7 The office of any director who seeks, or against whom, an
8 order of relief is entered, in a personal capacity, pursuant to
9 Title 11 of the United States Code, or who, on examination in a

10 supplementary process proceeding, has been found unable to pay
11 a judgment, shall thereby be vacated. A record of any such
12 vacancy shall be entered upon the books of the corporation. Any
13 director whose office is so vacated shall again be eligible to serve
14 as a director upon the receipt of a discharge in bankruptcy under
15 Chapter 7, the completion of all payments required pursuant to a
16 plan of reorganization under Chapter 11, the completion of ail
17 payments under a plan of debt adjustment under Chapter 13, or
18 the payment of the judgment.

1 SECTION 2. Section 15 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the
3 second paragraph and inserting in place thereof the following
4 paragraph: —

5 At such meeting, the directors shall also elect from their own
6 number an auditing committee, a credit committee, and an invest-
-7 ment committee. Each such committee shall be comprised of not
8 less than three nor more than five members; provided, however,

9 that no member of the board of directors shall be a member of
10 both the credit committee and the auditing committee.
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1 SECTION 3. The first paragraph of section 16 of said
2 chapter 171 of the General Laws, as so appearing, is hereby
3 amended by striking out, in line 7, the word “semi-annually” and
4 inserting in place thereof the word “annually”.

1 SECTION 4. Section 20 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the first
3 sentence and inserting in place thereof the following:— No
4 member of the board of directors shall receive compensation for
5 his services as a member of the board or as a member of any com-
-6 mittee. A director may be reimbursed for actual expenses incurred
7 in the performance of responsibilities of director or as a member
8 of any committee; provided, however, that such expenses must be
9 itemized in writing and approved by the board of directors. Such

10 expenses shall be reported to the members at the next annual
11 meeting or at a special meeting called for that purpose. The offi-
-12 cers elected by the board shall receive such compensation as it
13 may authorize.

1 SECTION 5. Section 2 of chapter 171 of the General Laws is
2 hereby amended by striking out the first paragraph, as appearing
3 in the 1992 Official Edition, and inserting in place thereof the
4 following:—
5 Within thirty days after the last business day of December in
6 each year, every credit union shall make to the commissioner a
7 report in such form as he may prescribe.

1 SECTION 6. Section 26F of said chapter 171 of the General
2 Laws, as added by chapter 75 of the acts of 1992, is hereby
3 amended by striking out the second paragraph and inserting in
4 place thereof the following paragraphs: —
5 Before becoming effective, any merger or consolidation autho-
-6 rized by this section, hereinafter sometimes referred to as a “con-
-7 solidation”, shall have been approved by a vote of at least
8 two-thirds of the shareholders of each corporation present, quali-

-9 fied to vote, and voting at a meeting specially called to consider
10 the subject and by vote of at least two-thirds of the-shareholders
11 of each credit union present, qualified to vote and voting at a
12 meeting specially called for that purpose. Notice for such meet-
-13 ings shall be given in accordance with the relevant provisions of
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14 sections seven and eleven of this chapter. A certificate under the
15 hands of the presidents and clerks, or other duly authorized offi-

-16 cers of all merging or consolidating corporations and credit unions
17 setting forth that each institution, respectively, has complied with
18 the requirements of this section, shall be submitted to the commis-
-19 sioner who, if he shall approve such merger or consolidation, shall
20 endorse his approval upon such certificate.
21 Articles of Consolidation or Merger shall be filed with the State
22 secretary which shall set forth the due adoption of an agreement
23 of consolidation or merger and shall state: (i) the names of the
24 corporations and the name of the resulting or surviving corpora-
-25 tion; (ii) the effective date of the consolidation or merger deter-
-26 mined pursuant to the agreement of consolidation or merger; and
27 (iii), any amendment to the Articles of Organization of the sur-
-28 viving corporation to be effected pursuant to the agreement of
29 merger. Such articles of consolidation or merger shall be signed
30 by the president or a vice-president and the clerk or an assistant
31 clerk of each corporation, who shall state under the penalties of
32 perjury that the agreement of consolidation or merger has been
33 duly executed on behalf of such corporation and has been
34 approved as required.
35 The form on which articles of consolidation or merger are filed
36 shall also contain the following information which shall not for
37 any purpose be treated as a permanent part of the articles of orga-
-38 nization of the resulting or surviving corporation:
39 (1) the post office address of the initial principal office of the
40 resulting or surviving corporation in the Commonwealth;
41 (2) the name, residence and post office address of each of the
42 initial trustees or directors and the president, treasurer and clerk of
43 the resulting or surviving corporation;
44 (3) the fiscal year of the resulting or surviving corporation ini-
-45 tially adopted;
46 (4) the date initially fixed in the by-laws for the annual meeting
47 of the corporators, shareholders, or members of the resulting or
48 surviving corporation.
49 The consolidation or merger shall become effective when the
50 articles of consolidation or merger are filed in accordance with
51 section six, unless said articles specify a later effective date not
52 more than thirty days after such filing, in which event the
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53 consolidation or merger shall become effective on such later date.
54 Upon the merger or consolidation of any such institutions, the
55 provisions of subparagraphs 1 to 6, inclusive, of section twenty-
-56 six A shall apply.

1 SECTION 7. The first paragraph of section 31 of said
2 chapter 171 of the General Laws, as so appearing, is hereby
3 amended by striking out the first sentence and inserting in place
4 thereof the following sentence: — A credit union may authorize
5 accounts that would allow withdrawals by negotiable or transfer
6 instruments for the purpose of making transfers to third parties.

1 SECTION 8. The second paragraph of section 32 of said
2 chapter 171 of the General Laws, as so appearing, is hereby
3 amended by striking out, in lines 7 and 8, the words “submitted to
4 and approved by the commissioner”.

1 SECTION 9. Section 59A of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the third
3 paragraph and inserting in place thereof the following para-
-4 graph:—
5 The total obligation of one or more members pursuant to any
6 credit card agreement entered into under the provisions of this
7 subdivision shall not exceed ten thousand dollars; and the aggre-
-8 gate balance of principal of such loans and advances outstanding
9 at any one time shall not exceed twenty percent of the assets of a

10 credit union.

1 SECTION 10. Section 60 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the fifth
3 sentence and inserting in place thereof the following sentence:—
4 The aggregate balance of principal of such loans outstanding at
5 any one time shall not exceed twenty-five percent of the assets of
6 a credit union.

1 SECTION 11. Section 61 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the
3 second paragraph and inserting in place thereof the following
4 paragraph:—
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5 The aggregate balance of principal of such loans outstanding at
6 any one time shall not exceed ten percent of the assets of a credit
7 union.

1 SECTION 12. Section 62 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by adding the following
3 paragraph;—
4 The aggregate balance of principal of such loans outstanding at
5 any one time shall not exceed ten percent of the assets of a credit
6 union.

1 SECTION 13. Section 64 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the third
3 paragraph and inserting in place thereof the following
4 paragraph:—
5 The aggregate balance of principal of such loans outstanding at
6 any one time shall not exceed twenty percent of the assets of a
7 credit union.

1 SECTION 14. Section 65 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the
3 second paragraph and inserting in place thereof the following
4 paragraph:—
5 A credit union having assets of not more than seventy-five
6 thousand dollars may invest not more than fifty percent of its
7 assets in real estate mortgages. A credit union having assets of
8 more than seventy-five thousand dollars may invest not more than
9 seventy percent of its assets in real estate mortgages. A credit

10 union having assets of five hundred thousand dollars or more may
11 invest not more than eighty percent of its assets in real estate
12 mortgages.

1 SECTION 15. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the second sentence of paragraph 1 and inserting in
4 place thereof the following sentence:— The aggregate balance of
5 principal of such loans outstanding at any one time shall not

6 exceed two percent of the assets of a credit union.
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1 SECTION 16. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby amended by striking out
3 the second sentence of paragraph 2 and inserting in place thereof
4 the following sentence:— The aggregate balance of principal of
5 such loans outstanding at any one time shall not exceed one per-
-6 cent of the assets of a credit union.

1 SECTION 17. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the fifth sentence of paragraph 4 and inserting in
4 place thereof the following sentence:— The aggregate balance of
5 principal outstanding at any one time shall not exceed fifteen per-
-6 cent of the assets of a credit union.

1 SECTION 18. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the fifth sentence of paragraph 5A and inserting in
4 place thereof the following sentence:— The aggregate balance of
5 principal of such loans outstanding at any one time shall not
6 exceed ten percent of the assets of a credit union.

1 SECTION 19. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the second sentence in the first paragraph of para-
-4 graph 6 and inserting in place thereof the following sentence:—
5 The aggregate balance of principal of such loans outstanding at
6 any one time shall not exceed fifteen percent of the assets of a
7 credit union.

1 SECTION 20. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the third sentence of paragraph 8 and inserting in
4 place thereof the following sentence:— The amount which any
5 such participating credit union may invest in a participation loan
6 shall not exceed one percent of its assets or fifty thousand dollars,
7 whichever is greater, and the aggregate balance of principal of
8 such participation loans outstanding at any one time shall not
9 exceed ten percent of the assets of a credit union.
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1 SECTION 21. Said section 65 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 striking out the third sentence of paragraph 10 and inserting in
4 place thereof the following sentence:— The aggregate balance of
5 principal of such loans outstanding at any one time shall not
6 exceed twenty-five percent of the assets of a credit union.

1 SECTION 22. Paragraph 1 I of said section 65 of said
2 chapter 171 of the General Laws, as so appearing, is hereby
3 amended by adding the following sentence:— The aggregate bal-
-4 ance of principal of such loans outstanding at any one time shall
5 not exceed twenty-five percent of the assets of a credit union.

1 SECTION 23. Section 67 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended in paragraph (o) by
3 striking out the words “shares and deposits”, in lines 52, 57, 62
4 and 67, and inserting in place thereof in each instance the word
5 “assets”.

1 SECTION 24. Section 67 of said chapter 171 of the General
2 Laws, as so appearing, is hereby further amended by striking out
3 paragraph (p) and inserting in place thereof the following
4 paragraph:—
5 (p) in shares of one or more investment funds approved by the
6 commissioner and appearing on the list prepared pursuant to sec-
-7 tion fifteen A of said chapter one hundred and sixty-seven; pro-
-8 vided, however, that not more than five percent of assets of a
9 credit union shall be invested in a single such investment fund,

10 and not more than twenty percent of the assets of a credit union
11 shall be invested, in the aggregate, in such investment funds.

1 SECTION 25. Paragraph (q) of said section 67 of said
2 chapter 171 of the General Laws, as so appearing, is hereby fur-
-3 ther amended by striking out, in line 95, the words “is, if’ and
4 inserting in place thereof the word “has”.

1 SECTION 26. Said section 67 of said chapter 171 of the

2 General Laws, as so appearing, is hereby further amended in para-
-3 graph (r) by striking out the words “shares and deposits”, in
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4 lines 113 and 115, and inserting in each instance the word
5 “assets”.

1 SECTION 27. Said section 67 of said chapter 171 of the
2 General Laws, as so appearing, is hereby further amended by
3 adding the following paragraph:—
4 For the purposes of paragraphs (a) through (i), inclusive, the
5 words “shares, deposits and accounts” shall include any such term
6 share, term deposit, certificate of deposit, or term account with a
7 maturity not to exceed three years.

1 SECTION 28. Section 69 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the first
3 paragraph and inserting in place thereof the following
4 paragraph:—
5 A credit union shall maintain an allowance for loan losses or
6 reserve for loan losses calculated according to generally accepted
7 accounting principles or as otherwise directed by the commis-
-8 sioner. For the purposes of this chapter, any reference to the term
9 “loan reserve” shall mean the allowance for loan losses or the

10 reserve calculated under this section.

1 SECTION 29. Section 70 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the first
3 paragraph and inserting in place thereof the following
4 paragraph:—
5 A credit union shall maintain a reserve for losses on invest-
-6 ments equal to five percent of the difference between the book
7 value and the market value of all investments mentioned in sec-
-8 tion sixty-seven excluding those investments which are included
9 in the liquidity reserve; provided, however, that a credit union

10 shall maintain a reserve for the stock investments authorized by
11 paragraph (o) and the investment funds authorized by paragraph
12 (p) of section sixty-seven.

1 SECTION 30. Section 71 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out para-
-3 graph (o) and inserting in place thereof the following
4 paragraph:—
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5 (o) Certificates of deposits of up to one year maturity which
6 otherwise meet the criteria set out in paragraphs (a) to (i), inclu-
-7 sive, or paragraph (q) of section sixty-seven.

1 SECTION 31. Section 78 of said chapter 171 of the General
2 Laws, as so appearing, is hereby amended by striking out the first
3 paragraph and inserting in place thereof the following
4 paragraphs:—
5 Any two or more credit unions may consolidate into a single
6 corporation on such terms as shall have been agreed upon by a
7 vote of two-thirds of the board of directors of each corporation,
8 and as shall have been approved in writing by the commissioner;
9 provided, however, that such action is approved at a special

10 meeting of the members of each corporation called for that pur-
-11 pose, by a vote of at least two-thirds of those members present,
12 qualified to vote, and voting; and provided, further, that such con-
-13 solidation has been approved in writing by the board of directors
14 of the Massachusetts Credit Union Share Insurance Corporation, if
15 one or more of such credit unions is a member of said corporation.
16 A certificate subscribed by the presidents and clerks of all such
17 credit unions, setting forth that each such credit union has com-

-18 plied with all the requirements of this section shall be submitted to
19 the commissioner and if the commissioner shall approve such con-

-20 solidation, he shall endorse his approval upon said certificate.
21 Articles of Consolidation or Merger shall be filed with the State
22 secretary which shall set forth the due adoption of an agreement
23 of consolidation or merger and shall state: (i) the names of the
24 corporations and the name of the resulting or surviving corpora-
-25 tion; (ii) the effective date of the consolidation or merger deter-
-26 mined pursuant to the agreement of consolidation or merger; and,
27 (iii) any amendment to the Articles of Organization of the sur-
-28 viving corporation to be effected pursuant to the agreement of
29 merger. Such articles of consolidation or merger shall be signed
30 by the president or a vice president and the clerk or an assistant
31 clerk of each corporation, who shall state under the penalties of
32 perjury that the agreement of consolidation or merger has been
33 duly executed on behalf of such corporation and has been
34 approved as required.
35 The form on which articles of consolidation or merger are filed
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36 shall also contain the following information which shall not for
37 any purpose be treated as a permanent part of the articles of orga-
-38 nization of the resulting or surviving corporation:
39 (1) the post office address of the initial principal office of the
40 resulting or surviving corporation in the Commonwealth;
41 (2) the name, residence and post office address of each of the
42 initial trustees or directors and the president, treasurer and clerk of
43 the resulting or surviving corporation;
44 (3) the fiscal year of the resulting or surviving corporation ini-
-45 daily adopted;
46 (4) the date initially fixed in the by-laws for the annual meeting
47 of the shareholders or members of the resulting or surviving cor-
-48 poration.
49 The consolidation or merger shall become effective when the
50 articles of consolidation or merger are filed in accordance with
51 section six, unless said articles specify a later effective date not
52 more than thirty days after such filing, in which event the consoli-
-53 dation or merger shall become effective on such later date.

1 SECTION 32. Notwithstanding the provisions of section 2 of
2 this act, any person who is serving as a director on the effective
3 date of this act shall be eligible to serve until the expiration of his
4 or her term of office.
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