
HOUSE No. 4257

MEMORANDUM OF THE MASSACHUSETTS SECRETARY OF
STATE IN RESPECT TO THE PETITION OF PHILIP TRAVIS
RELATIVE TO THE MASSACHUSETTS CREDIT UNION
SHARE INSURANCE CORPORATION.

April 6, 1999

To: The Honorable Senate and House of Representatives

By letter dated March 23, 1999, the Clerk of the House of
Representatives transmitted the above-referenced petition and bill to
me with a request for a memorandum pursuant to the provisions of
General Laws Chapter 3 §7.

The Massachusetts Credit Union Share Insurance Corporation was
created by special act of the Legislature in 1961. It serves as the
insurer of those shares and deposits in excess of shares and deposits
that are federally insured.

In establishing the corporation, the Legislature vested jurisdiction
for its regulatory oversight with the Commissioner of Banks. In that
role, it is the responsibility of the Commissioner of Banks to examine
the corporation to ascertain its financial soundness, determine its
insurance risk and to require remedial action if necessary. The legisla-
tive changes proposed include payment of dividends to members’
credit unions, expansion of the geographic base of the corporation
and the establishment of a subsidiary corporation.

In my opinion, the objective sought by this bill may not be accom-
plished under the General Laws and requires legislation. This office
has no opinion on the merits of the proposed bill. No fee is required
to be paid to the Commonwealth by a corporation of this type.

Respectful!

WILLIAM FRANCIS GALVIN,
Secretary of the Commonwealth
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By Mr. Travis of Rehoboth, petition of Philip Travis, other mem-
bers of the General Court and others relative to the Massachusetts
Credit Union Share Insurance Corporation. Banks and Banking.

In the Year One Thousand Nine Hundred and Ninety-Nine

An Act relative to the Massachusetts credit union share

INSURANCE CORPORATION.

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

1 SECTION 1. Section 1 of chapter 294 of the Acts of 1961 is
2 hereby amended by striking out said section and inserting in place
3 thereof the following:—
4 There is hereby constituted a corporation under the name of
5 Massachusetts Credit Union Share Insurance Corporation, here-
-6 inafter referred to as the corporation, for the purpose of creating
7 and maintaining a fund or funds for the insurance of shares and
8 deposits of members of credit unions which are established under
9 the laws of the commonwealth, or of any other state or of the
10 United States and which become either primary or excess mem-
-11 bers of the corporation, as hereinafter provided.

1 SECTION 2. Section IA of chapter 294 of the Acts of 1961,
2 inserted by section 1 of chapter 278 of the Acts of 1982 and
3 amended by chapter 115 of the Acts of 1996 is hereby amended
4 by striking out said section and inserting in place thereof the
5 following:—
6 In this act, unless the context otherwise requires, the following

words shall have the following meanings
8 “commissioner,” the commissioner of banks.
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9 “Corporation,” the Massachusetts Credit Union Share Insurance
10 Corporation established by chapter two hundred and ninety-four
11 of the acts of nineteen hundred and sixty-one.
12 “Excess shares and deposits,” the portion of the shares and
13 deposits in any insured credit union in excess of those sums
14 insured by the National Credit Union Share Insurance Fund, or
15 any successor thereto.
16 “Federally chartered credit union,” a credit union chartered
17 under the laws of the United States.
18 “Inactive member”, any member which withdraws from
19 membership as provided in sections six C and six D.
20 “Membership”, is comprised of those state chartered and feder-
-21 ally chartered credit unions whose applications or re-applications
22 to become primary or excess members of the corporation, as those
23 terms are defined below, are approved pursuant to this Chapter.
24 “Primary Member”, a credit union which is either admitted to
25 membership in the corporation pursuant to section six A, or is
26 readmitted to membership pursuant to section six G, and which
27 thereafter maintains its membership in good standing; provided,
28 however, that any credit union established under the laws of a
29 state other than the Commonwealth and any credit union estab-
-30 lished under the laws of the United States with its main office
31 located outside the Commonwealth may not be admitted as a pri
32 mary member.
33 “Excess Member”, a credit union whose excess shares and
34 deposits, as defined within this section, shall become insured by
35 the corporation upon approval of either the excess member’s
36 application pursuant to section six D, or the excess member’s
37 readmittance to excess membership pursuant to section six G, and
38 which thereafter maintains its membership in good standing.
39 “State chartered credit union,” a credit union chartered under
40 the laws of the commonwealth or of any other state.

1 SECTION 3, Section 2 of chapter 294 of the Acts of 1961, as
2 most recently amended by section I of chapter 237 of the Acts
3 of 1987 is hereby further amended by striking said section and
4 inserting in place thereof the following: —

5 In the election of the board of directors and, except as other
6 wise provided, in voting on any matter legally before a meeting
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7 each primary and excess member, by a delegate authorized by its
8 board of directors, shall have one vote; provided, that such dele-
-9 gate shall not vote by proxy nor shall any one delegate represent

10 more than one such member. A quorum shall consist of a majority
11 of the delegates entitled to vote or eleven delegates whichever is
12 the smaller number.

1 SECTION 4. Section 3 of chapter 294 of the Acts of 1961 as
2 most recently amended by section 2 of chapter 237 of the Acts
3 of 1987 is hereby amended by striking said section and inserting
4 in place thereof the following:—
5 The delegates to the corporation may, subject to the approval of
6 the commissioner of banks, hereinafter referred to as the commis-
-7 sioner, make such by-laws as they may deem necessary in order to
8 carry out the provisions of this act.
9 The by-laws may be amended, altered or repealed in whole or

10 in part, by a thirty day written notice to all primary and excess
11 members containing a notice of the time and place of the meeting
12 and proposed changes; provided, however, that such alteration,
13 amendment or repeal shall be by vote of two-thirds of the dele-
-14 gates present and voting at the meeting.

1 SECTION 5. Section 4 of chapter 294 of the Acts of 1961, as
2 most recently amended by chapter 466 of the Acts of 1991 is
3 hereby amended by striking said section and inserting in place
4 thereof the following:—
5 There shall be a board of directors of the corporation, of no
6 more than fifteen (15) nor less than nine (9) in number. The board
7 of directors shall be elected by the delegates of the members
8 as follows;

9 (a) Not less than five (5) nor more than twelve (12) directors
10 serving on the board of directors shall be elected from the mem-
-11 bership and there shall be not less than three (3) nor more than
12 four (4) outside directors, as defined in paragraph (b) of this sec-
-13 tion, serving on the board of directors. Of the total number of such
14 directors elected, not more than one-third at any one time shall
15 represent credit unions in any one county of the commonwealth.
16 (b) Outside directors shall be elected from a list of persons

nominated by the membership, none of whom shall be directors,



1999] 5HOUSE No. 4257

18 officers or employees of a primary or excess member or a director,
19 trustee or other officer of any other financial institution. Each pri-
-20 mary or excess member may nominate persons to be such a
21 director by filing the name of such person with the board of direc-
-22 tors not later than sixty days prior to the annual meeting; pro-
-23 vided, however, that any such person shall be qualified by training
24 and experience in one of the following fields: business judgment,
25 insurance, investments, real estate, accounting or law.
26 Each member of the board of directors shall be elected for a
27 three year term and shall be sworn and hold office until their suc-
-28 cessors are qualified. If a person elected does not within thirty
29 days thereafter take the oath of office, his office shall thereupon
30 become vacant. The board of directors may fill any vacancies on
31 the board until the next annual meeting, however, if such vacancy
32 causes the number of members of the board of directors to
33 fall below nine, the board of directors shall fill such vacancy until
34 the next annual meeting. The board of directors may adopt such
35 rules and regulations as they may deem necessary to effect the
36 purposes of this act. The rules and regulations may be amended,
37 altered or repealed by the board of directors as deemed necessary
38 providing that any material amendments must be approved by the
39 commissioner.

40 There shall be a chairman of the board, vice-chairman of the
41 board, president, treasurer and clerk of the corporation and such
42 other officers and committees thereof as the board of directors
43 may deem necessary, which officers and committees shall be
44 elected annually by the directors, at a meeting held not more
45 than 45 days following the adjournment of the annual delegates
46 meeting. The chairman and vice-chairman shall be elected from
47 the board of directors and the president may be elected from the
48 board of directors. The clerk of the corporation shall be the clerk
49 of the board of directors. The board of directors may fill any
50 vacancies in said offices and committees until the next annual
51 meeting and, for cause shown, may remove by a two thirds vote of
52 all members of the board, any officer or committee member.

chapter 294 of the acts of 1961, a
hapter 234 of the Acts of 1987 i
said section and inserting in nlac

1 SECTION 6. Section 5 of
2 most recently amended by
3 hereby amended by striking
4 thereof the following:—
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5 The annual meeting of the corporation shall be held in the com-
-6 monweallh within 120 days after the close of the corporation’s
7 fiscal year and shall be called by the clerk at a time and place to
8 be designated by the directors. Special meetings of the corporation
9 may be called by a majority of the members of the board of direc-

-10 tors or at the request of the commissioner. Such request shall be
11 signed by said majority of the board of directors, shall state the
12 proposed purposes and proposed date of the meeting, and shall be
13 given to the clerk of the corporation at least forty-five days before
14 the proposed date of the meeting. The call for such meeting shall
15 state the time, place and purpose or purposes thereof and shall be
16 mailed to each primary and excess member at its place of business
17 at least thirty days before the date of the meeting. If any of the
18 purposes of the meeting are to adopt an amendment to the by-laws
19 such request and the call for the meeting shall contain notice of
20 the proposed amendment and a copy thereof.
21 The board of directors shall meet at least quarterly, once in the
22 months of October, January, April and July. A quorum of the
23 board of directors shall consist of not less than one-half of the
24 entire board of directors.

1 SECTION 7. Section 6 of chapter 294 of the Acts of 1961, as
2 most recently amended by section 3 of chapter 79 of the Acts
3 of 1990 is hereby amended by striking out said section and
4 inserting in place thereof the following:—
5 Whenever it shall appear to the commissioner that it is inadvis-
-6 able or inexpedient for any state chartered credit union, chartered
7 in Massachusetts, belonging to the membership to continue to
8 transact the business for which it was organized without receiving
9 financial or other assistance, the commissioner may so notify the
10 directors of the corporation, and thereupon the directors of the
11 corporation may take any action which in their opinion they deem
12 necessary to reduce the risk or avert a threatened loss to the cor-
-13 poration, and notwithstanding any other provision of law may
14 merge or consolidate such member or may facilitate the sale of
15 assets of such member to, and the assumption of its liabilities by,
16 one or more of the membership of the corporation. The board of
17 directors may, with the approval of the commissioner and in order
18 to effect the purposes of this act, and without limiting the afore-
-19 said powers of the corporation, do any one or more of the
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20 following: (a) purchase from such member the whole or any part
21 of, or any equitable or any other interest in, its assets at the book
22 value thereof, or at some other value mutually agreed upon by the
23 directors of the member credit union and said board of directors of
24 the corporation, notwithstanding that either of such values may
25 exceed the market value of the assets so purchased, and upon such
26 terms and conditions as said board of directors with the approval
27 of the commissioner, may determine; (b) make loans to such
28 member, and upon such terms and conditions, as said board of
29 directors, with the approval of the commissioner, may determine;
30 (c) pay to such member in accordance with an agreement entered
31 into between such member and the corporation, with the approval
32 of the commissioner, an amount not in excess of the difference
33 between the book value of certain or all its assets and the fair
34 value thereof as determined by said agreement, in consideration
35 for which such member shall agree to write down such assets to
36 such fair value and to pay over to the corporation so much of any
37 net proceeds realized from the sale or other disposition of each
38 and all such assets as is in excess of such fair value, such payment
39 to be made in such amounts, at such times and upon such terms
40 and conditions as said board of directors, with the approval of the
41 commissioner, may determine; provided, that any amount paid by
42 the corporation hereunder to such member and the agreement of
43 such member to repay the excess, as hereinbefore provided, shall
44 constitute liabilities of such member only to the extent of any such
45 excess from time to time actually realized; (d) deposit a sum of
46 money into the loan reserve, investment reserve, undivided earn-
-47 ings or any other surplus accounts of such member in accordance
48 with an agreement entered into between such member and the cor-
-49 poration, with the approval of the commissioner, such member
50 being hereby authorized and empowered, notwithstanding any
51 other provision of law, to repay such amount to the corporation at
52 such time or limes and in such manner as such agreement may
53 prescribe; provided, that any such payment made by the corpora-
-54 tion to such member, and any agreement of such member to repay
55 the same shall constitute liabilities of such member only to the
56 extent provided by said agreement. Such member, by vote of at
57 least two-thirds of its directors, may take any and all action neces-
58 sary or advisable to enable it to carry out any or all provisions of
59 this section.



8 [AprilHOUSE No. 4257

60 A state chartered credit union belonging to the membership that
61 has been granted financial assistance by the corporation under any
62 provisions of this section, shall have ten years within which to
63 repay said financial assistance. The ten year repayment term shall
64 commence on the date of such state chartered credit union’s first
65 payment to the corporation for said financial assistance. The board
66 of directors of the corporation and such member, and with the
67 approval of the commissioner if such member is a Massachusetts
68 state chartered credit union, may agree upon a compromise or set-
-69 tlement of the repayment terms of the unpaid balance of such
70 financial assistance.
71 Notwithstanding the provisions of section twenty-nine of
72 chapter one hundred and seventy-one of the GeneralLaws relative
73 to voluntary dissolution and liquidation of a credit union, in order
74 to give effect to the purposes of this section and subject to the
75 approval of the commissioner and of the corporation, if a state
76 chartered credit union, chartered in Massachusetts, belongs to the
77 membership of the corporation, such member credit union may be
78 dissolved and liquidate its affairs ifauthorized by a vote of at least
79 two thirds of its directors. A committee of four shall be appointed
80 in the following manner: two members of the committee shall be
81 appointed by the board of directors of the corporation and two
82 members shall be appointed by the liquidating credit union, for
83 the purpose of conserving and liquidating the assets, under the
84 direction of the corporation and the commissioner. The supreme
85 judicial court or any justice thereof shall have jurisdiction in
86 equity to enforce provisions of this paragraph and to act upon all
87 applications and in all proceedings thereunder.
88 Notwithstanding the provisions of section eighty-one of chapter
89 one hundred and seventy-one of the General Laws relative to vol-
-90 untary dissolution and liquidation of a credit union, in order to
91 give effect to the purposes of this section and subject to the
92 approval of the commissioner and of the corporation, if a credit
93 union is part of the membership of the corporation such credit
94 union may be dissolved and liquidate its affairs if authorized by a
95 vote of at least two-thirds of its directors. The corporation may
96 through its board of directors, while thus carrying on such busi-
-97 ness, pay to such member out of the share insurance fund such
98 sums as the board of directors of the corporation deem necessary
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99 for the protection of said member’s shareholders and depositors,
100 and may order the same to be repaid when no longer required for
101 that purpose, or may purchase assets from said members to effect
102 the purposes of this act on such terms and conditions and at such
103 valuations as the directors, with the approval of the commissioner,
104 may determine
105 At any time after the board of directors of the corporation have
106 taken over the control, possession and operation of any credit
107 union as provided by law, they may, with the approval of the corn-
108 missioner, turn back the control, possession and operation thereof
109 to such member which may resume business free from any control
110 by the corporation, subject to such conditions as the commissioner
111 may approve. The board of directors of the corporation shall not
112 thus turn back the control, possession and operation of any
113 member until there has been repaid into the share insurance fund
114 all sums paid out by it from such fund to such member or its
115 shareholders or depositors or until it has received security for such
116 repayment satisfactory to the board of directors of the corporation
117 The board of directors of the corporation, with the approval of
118 the commissioner, may, and at the request of the commissioner
119 shall, at any time after they have taken over the control, posses-
120 sion and operation of any member state chartered credit union,
121 chartered in Massachusetts, discontinue the business of such
122 member and proceed to liquidate its affairs
123 The corporation shall in such event pay to the shareholders and
124 depositors of such member the full amount of any shares and
125 deposits which are established and maintained in accordance with
126 the policy of insurance existing between the member and the cor-
127 poration at the date of the discontinuance of the business of the
128 member with interest from the last dividend date to the date of
129 discontinuance at such rate, not exceeding three per cent per
130 annum, as the board of directors of the corporation shall deter
131 mine, such payments to be made within five years from such dis
132 continuance and at such times and in such installments as said
133 directors with the approval of the commissioner shall determine
134 For such purpose the directors shall use, in addition to the

of such member, such sums as may be required from the shar
136 insurance fund. In case of liquidation the corporation shall be su
137 ject to such orders, rules and regulations as may be prescrib
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138 from time to time by the commissioner. The corporation shall take
steps to collect all debts due and claims belonging to such mem-
bers and with the approval of the commissioner may sell or com-
pound all bad or doubtful debts, and with like approval may sell
all or any part of the real or personal property or other assets of
the member on such terms and conditions and at such valuation as
the directors shall determine and to effect the purposes of this act
the corporation may itself be the purchaser of any or all such
sales. To execute and perform the powers and duties conferred
upon the corporation, it may in the name of any such member
prosecute and defend all suits and other legal proceedings and
may in the name of such member execute, acknowledge and
deliver all deeds, assignments, leases and other instruments neces-
sary and proper to effectuate any sale of real or personal property
or other assets or any compromise approved by the commissioner,
and any deed or other instrument executed pursuant to the
authority hereby given shall be valid and effectual for all purposes
to the same extent as though executed by the officers of said
member by authority of its board of directors. The compensation
of employees, counsel and other assistants employed by the board
of directors of the corporation to liquidate the affairs of any credit
union belonging to the membership under this section, and all
expenses incurred in connection with the liquidation of any such
member, shall be fixed by the board of directors of the corpora-
tion. The officers of the corporation and any other persons
employed by its directors to liquidate the affairs of any such
member under this section shall give bond to the board of direc-
tors of the corporation for the faithful performance of their duties
in relation to such liquidation in such amount and with such surety
or sureties as the commissioner may approve. The persons
appointed for the purpose of liquidating the affairs of any such
member shall be subject to all the penalties to which agents
appointed by the commissioner for the purpose of liquidating the
affairs of a member are now or may hereafter be subject. All
accounts for which no claimant can be found following the dis-
continuance of the business of any such member shall escheat to
the unclaimed property division of the State Treasurer after a suf-
ficient period of inactivity has elapsed, as specified by the provi-
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}f chapter 200 A of the general law6
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177 The board of directors of the corporation may appoint conser-
-178 vators or agents to assist it in the operation, management, liquida-
-179 tion and distribution of the assets of any credit union in its
180 possession under this act, and wherever practicable such conser-
-181 vators and agents shall belong to the membership. The board of
182 directors of the corporation may appoint those credit unions
183 belonging to the membership as agents to assist it in the operation,
184 management, and liquidation of assets purchased or otherwise
185 acquired from members by the corporation under this act.
186 Certificates of appointment of such conservators and agents shall
187 be filed in the office of the commissioner. Notwithstanding any
188 other provisions of law, all credit unions belonging to the mem-
-189 bership are hereby authorized to act as such conservators and
190 agents and to exercise the powers and perform the duties contem-
-191 plated by this section.
192 For the purpose of carrying out the provisions of this act, the
193 corporation, through its board of directors may exercise all the
194 powers, rights and franchises of any credit union belonging to the
195 membership the control, possession and operation of which has
196 been taken over by it under this act.
197 Notwithstanding any other provisions of law, with the approval
198 of the commissioner, any credit union belonging to the member-
-199 ship may advance or loan upon, or purchase, (a) the whole or any
200 part of the assets of any other such member which is in possession
201 of the corporation under this act or which has been the subject of a
202 notice from the commissioner to the corporation as provided
203 herein, at such vqjluations and upon such terms and conditions as

14 such members, by authorization of their boards of directors, may

205 agree upon, and the member making such an advance, loan or pur
206 chase, for the purpose of effecting the same, may assume and
207 agree to pay the whole or any part of the share, deposit and other
208 liabilities of such other member such term and conditions and sub-
-209 ject to such adjustments as may be approved by the commissioner,
210 and (b) the whole or any part of the assets acquired or held by the
211 corporation, and may participate in such an advance, loan or pur-
-212 chase with one or more other members, at such valuation and
213 upon such terms and conditions as the corporation, through its
214 directors, and such member or members with authorization of
215 their boards of directors, may agree upon, and with like approval,
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the corporation may do any and all things and may take any and
all action which its board of directors may deem necessary or
advisable to give effect to this provision; provided, that the
approval of the commissioner shall not be required in the case of
the purchase hereunder by a credit union belonging to the mem-
bership from the corporation of any mortgage for a sum equal to
the unpaid balance thereof.

216
217
218
219
220
221

223 Notwithstanding any provisions of law to the contrary the board
of directors of the corporation, with the approval of the commis-
sioner, may sell to: any bank, as defined in section one of chapter
one hundred and sixty-seven of the General Laws; to any credit
union, organized under chapter one hundred and seventy-one of
the General Laws; or to any federal credit union, organized under
the federal credit union act, Public Law 91-468 as amended from
time to time, and any such bank, credit union or federal credit
union may purchase, without regard to geographical limitations
within the commonwealth, the whole or any part of the assets of
any member which has been certified to the directors and is in
their possession under this act at such valuation and upon such
terms and conditions as the corporation, through its directors, and
such bank, credit union or federal credit union may agree upon,
with the approval of the commissioner; provided, however, that in
the event of any such sale, the directors shall first evaluate bids
requested from credit unions organized under the said chapter one
hundred and seventy-one before acting upon such bids requested
from any other of the said banks and federal credit unions.
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229
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238
239
240
241
242 Nothing in this chapter shall be construed as transferring or

imputing to the corporation any liability, civil or criminal, arising
from any prior act or acts of the credit union whose property and
business has been transferred to the possession and control of the
corporation pursuant to this chapter, or from any prior act or acts
by an employee, officer, or director of such credit union.

243
244
245
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247

SECTION 8. Section 6A of chapter 294 of the Acts of 1961,
added by chapter 278 of the Acts of 1982 and amended by sec-
tion 3 of chapter 237 of the Acts of 1987 is hereby amended
by striking said section and inserting in place thereof the
following:—

i

3
4
5

Any applicant for primary membership shall first give notice in
writing to the corporation of its intention to become a primary

6
7
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8 member and shall submit such preliminary financial statements
9 and other information concerning its assets, liabilities and affairs

10 as the board of directors of the corporation may determine.
11 Before admission or readmission to primary membership in the
12 corporation, an applicant that is a federally chartered credit union
13 with its main office in Massachusetts may be required, at the dis-
-14 cretion of the corporation, to submit to an examination directed by
15 the corporation and/or to provide necessary information to satisfy
16 the corporation of the safety and soundness of the federally char-
-17 tered credit union. In making an application for admission or read-
-18 mission to membership in the corporation, an applicant that is a
19 state chartered credit union, chartered in Massachusetts, shall be
20 subject to such audit as the commissioner and the board of direc-
-21 tors of the corporation determine to be necessary, the auditor to be
22 approved by the directors of the corporation and the commis-
-23 sioner. The directors shall be the sole judges of the eligibility of
24 each applicant for admission or readmission.
25 Primary members shall, at least semi-annually, file with the
26 corporation financial reports in such form and containing such
27 information as the corporation may require. The corporation may
28 also require further information and reports as it deems necessary.
29 Financial reports shall contain a certification by the president, a
30 vice-president, the treasurer or any other officer designated by the
31 board of directors of the reporting primary member, that the
32 reports are true and accurate to the best of such certifier’s knowl-

edge and belief
The corporation may, following notice to the primary member

35 perform an insurance review or cause an audit or an examination
36 to be made of a primary member at such member’s expense when-
37 ever it appears that the financial condition of such member
38 threatens to impair the insurance fund.

1 SECTION 9. Section 6B of chapter 294 of the Acts of 1961,
2 added by section 3 of chapter 278 of the Acts of 1982 and most
3 recently amended by section 3 of chapter 115 of the Acts of 1996
4 is hereby amended by striking said section and inserting in place

thereof the followin
6 Insurance of a member by the corporation may be terminated
7 by the board of directors of the corporation, with the approval of
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8 the commissioner, after a hearing to be held before the commis-
-9 sioner and a committee of said directors upon at least fifteen days

10 prior notice, in the following circumstances:
11 (a) If a primary or excess member shall have failed to pay any
12 assessment lawfully required under this act within fifteen days
13 after notice from the treasurer of the corporation that such pay-
-14 ment is overdue; or
15 (b) If a primary or excess member has conducted its business in
16 an unsafe or unsound manner, or has knowingly or negligently
17 permitted any of its officers or agents to violate any provision of
18 any law or regulation to which such member is subject; or
19 (c) If the primary insurance coverage of any excess member has
20 been terminated for cause by the National Credit Union Share
21 Insurance Fund; or
22 (d) If an excess member fails to cure a breach of the terms of its
23 contract of insurance with the corporation; or
24 (e) If an excess member fails to provide examination or finan-
-25 cial reports to the corporation pursuant to paragraphs (d) and (e)
26 of section six Dof this chapter; or
27 (f) as otherwise provided in section six D of this chapter.
28 After termination of insurance pursuant to the provisions of this
29 section, insurance for excess shares and deposits, other than term
30 shares and deposits, to the extent insured on the date of termina-
-31 tion, less any amounts thereafter withdrawn which reduce the
32 amount of excess shares and deposits covered by the corporation
33 on the date of termination, shall continue for a period of one year
34 commencing with the date of termination. After such termination
35 of insurance, term shares and deposits, to the extent insured on the
36 date of termination, less any amounts thereafter withdrawn which
37 reduce the amount of excess shares and deposits covered by the
38 corporation on the date of termination, shall continue to be
39 insured for the duration of their term. No shares issued by or
40 deposits received by the excess member after the date of termina-
-41 tion shall be insured to any extent by the corporation. Subsequent
42 to the date of termination, the excess member shall in all other
43 respects, including without limitation the payment of required
44 assessments or fees, be subject to the duties and obligations of an
45 excess member under the provisions of this chapter, applicable
46 laws and regulations or the contract of insurance between the
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47 excess member and the corporation for the duration of such con-
-48 tinuing insurance coverage period. If at the time of termination of
49 membership, a credit union has outstanding financial assistance
50 owing to the corporation, such amount must be settled with the
51 approval of the corporation’s board of directors and the commis-
-52 sioner. If the excess member is liquidated or dissolved during the
53 period such continuing insurance is provided by the corporation,
54 the corporation, shall have the same rights, remedies and powers
55 with respect to the excess member, its members and the National
56 Credit Union Administration, as if the excess member’s insurance
57 had not been terminated prior to such liquidation or dissolution.
58 In the event of termination of insurance as a result of the provi-
-59 sions of paragraph (c), the provisions of the preceding paragraph
60 relating to shares and deposits other than term shares and-
-61 deposits shall apply to an excess member and its excess shares
62 and deposits only if, and to the same extent that, similar coverage
63 is provided by the excess member’s primary insurer.
64 In the event of termination of insurance of a primary or excess
65 member, the commissioner may order such member to give such
66 notice to its shareholders and depositors as he may require. In the
67 event of the failure to give such required notice, the commissioner
68 is authorized to give such notice in such manner as he may deter-
-69 mine and, for such purpose, such member shall provide a list of all
70 names and addresses of its depositors and shareholders to the
71 commissioner.

1 SECTION 10. Section 6C of chapter 294 of the Acts of 1961,
2 added by section 3 of chapter 278 of the Acts of 1982 and
3 amended by sections 4 and 5 of chapter 79 of the Acts of 1990 is
4 hereby amended by striking said section and inserting in place
5 thereof the following: —

6 Any primary member may withdraw from membership in the
7 corporation pursuant to the provisions of paragraphs (a) and (b)
8 and of section seventy-seven of chapter one hundred and seventy-
-9 one of the General Laws. Upon such withdrawal, a member hall

10 become an inactive member of the corporation.
11 (a) Except with the approval of at least two-thirds of the board
12 of directors of the corporation, and subject to such conditions as
13 they may approve, no primary member may withdraw from mem-
-14 bership in the corporation so long as any financial assistance



16 [AprilHOUSE No. 4257

15 granted by the corporation to such primary member remains
16 unpaid or has not been compromised or settled.
17 Subject to the preceding paragraph, when any primary member
18 which has applied for insurance of its shares and deposits
19 under the Federal Credit Union Act shall have received notice in
20 writing from the Administrator of the National Credit Union
21 Administration that it is insured by him, such member shall give
22 written notice thereof to the corporation and shall file with it
23 copies of said notice from the administrator and of the vote of its
24 directors provided in section seventy-seven of chapter one hun-
-25 dred and seventy-one of the General Laws.
26 On the effective date of such insurance by the administrator, the
27 insurance of the shares and deposits of such member by the corpo-
-28 ration shall terminate to the extent that such shares and deposits
29 shall then or thereafter be insured by said administrator, and such
30 inactive member shall not be liable for any further assessments
31 required by section seven, except for any unpaid assessments then
32 due and payable. Such inactive member shall not be entitled to
33 any of the rights and benefits of members except as expressly pro-
-34 vided in subsection (b) of this section.
35 (b) Upon the withdrawal of a primary member to inactive
36 membership, the corporation shall retain all assessments thereto-
-37 fore paid to it by such member.
38 Thereafter, except as otherwise provided in sections six F and
39 seven (f) of this act, such inactive member shall be entitled (1) to
40 receive such dividends, if any, on its retained assessments as may
4! become payable to primary members pursuant to section seven
42 and (2) to participate in the net assets of the share insurance fund
43 in the event of the dissolution and liquidation of the corporation,
44 in the manner and to the extent provided in section nine of
45 this act.
46 The provisions of this subsection shall also apply to primary
47 members which withdrew from the corporation prior to the effec-
-48 live date of this act.

1 SECTION 11. Section 6D of chapter 294 of the Acts of 1961
2 added by section 3 of chapter 278 of the acts of 1982 and
3 amended by sections 6 and 7of chapter 237 of the Acts of 1987 is
4 hereby amended by striking said section and inserting in place
5 thereof the following:—
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6 The excess shares and deposits of excess members deposited in
7 the main office or any branch office thereof shall be insured in
8 lull by the corporation, subject to the following conditions and
9 limitations:

10 (a) Any applicant for excess membership shall first give notice
11 in writing to the corporation of its intention to become such
12 member and shall submit such financial statements and other
13 information concerning its assets, liabilities and affairs as the cor-
-14 poration may require. The application process for excess member-
-15 ship shall be governed by the provisions of Section 6A of this
16 chapter. Any such application must be approved by the board of
17 directors of the corporation and if the applicant is then insured by
18 the National Credit Union Share Insurance Fund, the National
19 Credit Union Administration’s evaluation of the applicant’s
20 sound and safe condition may be submitted at the request of the
21 corporation.
22 (b) An excess member which is a federally chartered credit
23 union operating in Massachusetts may have its excess shares and
24 deposits insured only to the same extent as is permitted for an
25 excess member which is a Massachusetts state chartered credit
26 union subject to the maximum share and deposit limitations
27 applicable to state chartered credit unions under section thirty of
28 chapter one hundred seventy-one of the general laws.
29 (c) An excess member shall enter into a contract of insurance
30 with the corporation. Such contract of insurance shall contain pro-
-31 visions regarding the terms, conditions and fee and assessment
32 structure under which excess insurance coverage may be issued,
33 maintained, renewed or terminated if said terms are different from
34 those set forth in section 7. Upon the change in status of member-
-35 ship from a primary member to an excess member, the corporation
36 shall retain all assessments theretofore paid to it pursuant to sec-
-37 tion seven. Excess members which have changed their status from
38 that of primary member shall be entitled to receive a proportionate
39 share of any dividends declared pursuant to the provisions of para-
40 graph (d) of section seven. Fees and assessments charged to
41 excess members shall be added to and become part of the share
42 insurance fund and shall be available for distribution in the event

43 of dissolution or liquidation of the corporation, in the manner and
44 to the extent provided in section nine.
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45 (d) An excess member shall, at least semi-annually, file with
46 the corporation financial reports in such form and containing such
47 information as the corporation may require. The corporation may
48 also require such further information and reports from excess
49 members as it deems necessary. Financial reports shall contain a
50 certification by the president, treasurer or other officer designated
51 by the board of directors of the reporting excess member, that the
52 reports are true and correct to the best of the certifier’s knowledge
53 and belief. The corporation shall provide the commissioner dupli-
-54 cates of said financial reports upon request.
55 (e) Unless prohibited by applicable law or regulations, an
56 excess member which is a federally chartered credit union shall,
57 in addition to paragraph (d), be required and shall agree, to pro-
-58 vide to the corporation copies of examination reports and other
59 reports and information regarding such credit union made by and
60 for any appropriate federal banking regulatory authority.
61 (f) An excess member shall, upon request, make its financial
62 records available to the corporation for an insurance review. The
63 corporation shall, at its discretion, review the affairs of such
64 member to evaluate the level of risk of loss such excess member’s
65 financial condition may pose to the corporation. The results of
66 said insurance review shall be made available to the commissioner
67 upon request. The costs of such insurance review shall be borne
68 by such credit union at the discretion of the corporation. Upon an
69 insurance review, the corporation may make such directions, rec-
-70 ommendations and orders to an excess member it deems expe-
-71 dient. Nothing contained herein shall limit an excess member
72 which is a federally chartered credit union from the exercise of
73 any powers authorized for a federally credit union pursuant to and
74 in conformance with the Federal Credit Union Act, or applicable
75 rules and regulations promulgated thereunder, or pursuant to other
76 applicable federal laws and regulations.
77 (g) An excess member which is a federally chartered credit
78 union shall obtain the approval of the corporation and shall notify
79 the commissioner prior to its merger or consolidation with, or the
80 purchase of the assets and the assumption of the share and deposit
81 liabilities of a banking institution as defined by section one ot
82 chapter one hundred sixty-seven A of the general laws or a credit
83 union chartered by the commonwealth, the United States or
84 another state.
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85 (h) Upon payment by the corporation of any excess share or
86 deposits insured by the corporation in any excess member, the
87 corporation shall be subrogated to the rights of the person to
88 whom such insurance was so paid to receive the same distribution
89 from the proceeds of assets and claims of such excess member as
90 would have been payable to such person on a claim for the portion
91 of such person’s share or deposit so paid by the corporation, sub-
-92 ject to the rights of the National Credit Union Administration.
93 (i) Notwithstanding any other provisions hereof, if the National
94 Credit Union Administration is at any time a depositor in any
95 excess member, either directly or through any other governmental

96 agency, the amounts deposited, directly or indirectly, by the
97 National Credit Union Administration shall not be deemed insured
98 to any extent by the corporation.
99 (j) Upon the withdrawal of an excess member, the corporation

100 shall retain all assessments theretofore paid to it by such member.
101 Thereafter, except as otherwise provided in sections six (f) and
102 seven (f) of this act, such inactive member shall be entitled (1) to
103 receive such dividends, if any, on its retained assessments as may
104 become payable to any members pursuant to section seven and
105 (2) to participate in the net assets of the share insurance fund in
106 the event of the dissolution and liquidation of the corporation, in
107 the manner and to the extent provided in section nine of this act.
108 The provisions of this subsection shall also apply to any mem-
-109 bers which withdrew from the corporation prior to the effective
110 date of this act.

1 SECTION 12. Section 6F of chapter 294 of the Acts of 1961,
2 added by section 3 of chapter 278 of the Acts of 1982 and
3 amended by section 8 of chapter 237 of the Acts of 1987 is hereby

4 amended by striking out said section and inserting in place thereof
5 the following;—
6 In case any primary or excess member or such member credit
7 union that has previously withdrawn from the corporation shall be
8 acquired by another financial institution by merger, consolidation,
9 sale of assets or otherwise, the acquired member’s membership in

10 the corporation shall automatically terminate. If the acquiring
11 financial institution itself belongs to the membership of the corpo-
-12 ration, but not otherwise, the corporation shall continue to insure
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13 the shares and deposits so acquired, and the acquiring member
14 shall succeed to the same rights with respect to the retained
15 assessments of the acquired member as are provided to such mem-
-16 bers that have previously withdrawn by paragraph (b) of section
17 six C or as are provided to excess members by paragraph (b) of
18 section six D.

1 SECTION 13. Section 6G of chapter 294 of the Acts of 1961,
2 added by section 3 of chapter 278 of the Acts of 1982 and most
3 recently amended by chapter 269 of the Acts of 1987, is hereby
4 amended by striking said section and inserting in place thereof the
5 following:—
6 Any excess or primary member that has previously withdrawn
7 may be admitted or readmitted to membership in the corpora-
-8 tion upon compliance with the requirements of section six A.
9 Thereupon, all of the shares and deposits of such member thereto-

10 fore insured by another insurer shall forthwith be insured by the
11 corporation as provided in this act, and such member shall there-
-12 after be entitled to all the rights, benefits and privileges and sub-
-13 ject to all the obligations of a primary or excess member the
14 shares and deposits of which are fully insured by the corporation.
15 Such member shall be credited with all assessments, if any, previ-
-16 ously paid by it and retained by the corporation pursuant to para-
-17 graph (b) of section six Cor paragraph (b) of section six D.
18 Each readmitted member shall pay to the corporation those
19 assessments provided by section seven which would have been
20 due and payable on the determined assessment dates preceding its
21 readmission had the shares and deposits of such member been at
22 such times fully insured by the corporation.

1 SECTION 14. Section 6H of chapter 294 of the Acts of 1961,
2 added by section 35 of chapter 405 of the Acts of 1985 is hereby
3 amended by striking said section and inserting in place thereof the
4 following:—
5 The directors of the corporation, with the approval of the com-
-6 missioner, may take any action which they deem necessary to
7 facilitate for credit unions the acquisition of insurance from the
8 administrator of the National Credit Union Administration.
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1 SECTION 15. Section 7of chapter 294 of the Acts of 1961,
2 most recently amended by chapter 400 of the acts of 1986 is
3 hereby amended by striking said section and inserting in place
4 thereof the following:—
5 (a) For the purposes of carrying out the provisions of this act
6 and as set forth in section six D(c) of this Act, the board of direc
7 tors shall require each new excess member, but not a readmitted
8 excess member as provided for in section six G, to pay over to the
9 corporation an initial assessment and additional assessment as

10 provided for in such excess member’s contract of insurance with
11 the corporation. Such assessments may be charged by the member
12 to a prepaid asset account and may be charged to operations over
13 a period of time not to exceed ten years.
14 (b) (i) For the purpose of carrying out the provisions of this act,
15 in addition to the assessments hereinafter provided for, the direc-

-16 tors of the corporation shall require each new primary member.
17 but not a readmitted member except as provided for in section
18 six G, to pay over in cash to the corporation an initial assessment
19 consisting of one percent of its total member share and deposit
20 balances as shown by its most recent June thirtieth or December
21 thirty-first statement. This assessment shall be paid within ten
22 days after the effective date of the policy of insurance. Such
23 assessments may be charged by the member to a pre-paid asset
24 account and may be charged to operations over a period of time
25 not to exceed ten years.

26 (ii) Within thirty days after June thirtieth and December thirty-
-27 first of each year, each primary or excess member shall pay to the
28 corporation an additional assessment equal to one twenty-fourth
29 of one per cent of its share and deposit liabilities payable as
30 shown on its financial statement as of said dates; provided, how-
-31 ever, that the directors of the corporation may, with the approval
32 of the commissioner, prior to the semiannual assessment date,
33 reduce uniformly the rate of said additional assessment or waive
34 such additional assessment. The additional assessment referred to
35 herein may be charged to the undivided earnings or operating
36 expense.

,ach insured credit union shall, at such time as the board of
directors of the corporation prescribes pay to the corporation an

39 assessment equal to one-twelfth of one per centum of the total
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40 amount of the member credit union’s insured shares as shown by
41 its most recent December thirty-first statement. In addition, each
42 member shall pay growth assessments based on the growth of its
43 insured deposits.
44 (d) In the event that such assessments are insufficient to main-
-45 tain the fund balance of the corporation at a level equal to one and
46 one-fourth percent of the aggregate insured share and deposit lia-
-47 bilities, the directors, subject to authorization granted by the com-
-48 missioner, following notice to members and a hearing, may
49 increase said assessments in order to achieve and maintain a ratio
50 of one and one-fourth percent of fund balance of the corporation
51 to aggregate insured share and deposit liabilities.
52 (e) The board of directors may also, subject to the approval of
53 the commissioner following a hearing, and subject to the approval
54 of a majority of the delegates present and voting representing
55 member credit unions who shall be given thirty days’ written
56 notice of the purpose of a meeting called by the board of directors
57 to obtain such approval, semiannually declare additional assess-
-58 ments. With like approval the board of directors may, in lieu of
59 declaring such an excess assessment, effect a uniform refund in
60 whole or in part of the excess assessments.
61 (f) The board of directors may pay to the membership a divi-
-62 dend computed on the aggregate of assessments paid by each pri-
-63 mary or excess member pursuant to this chapter, provided (i) any
64 member previously advanced Funds by the corporation that has
65 failed to repay said funds shall, at the discretion of the corpora-
-66 tion, not be paid a dividend until all such funds are re-paid to the
67 satisfaction of the corporation; (ii) those members that have with-
-68 drawn from the membership, at the time of payment of a dividend,
69 as a result of liquidation, shall not be eligible for receipt of divi-
-70 dend payments; and (iii) those members that have withdrawn from
71 the membership as a result of merger with another institution shall
72 not be eligible for receipt of payment of a dividend unless the sur-
-73 viving credit union entity resulting from the initial merger itself
74 belongs to the membership and is eligible for receipt of dividends
75 pursuant to the provisions of this chapter. No dividend shall be
76 paid without the approval of the commissioner unless the corpora-
-77 tion maintains a net equity ratio of six and one quarter percent of
78 the funds insured. Those members that have withdrawn from the
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79 membership as a result of the merger with an institution that is not
80 eligible to receive dividends under this act shall not be eligible to
81 receive dividends as a result of a subsequent merger with an eli-
-82 gible credit union.
83 (g) The corporation’s records in connection with the adminis-
-84 tration and payment of assessments and dividends shall be subject
85 to such examinations and audits to such extent and manner and at
86 such times as the commissioner may determine. The cost of any
87 such examination or audit, as well as the cost of administration of
88 the fund, shall be borne by the corporation.
89 The provisions and all increments of this section shall constitute
90 the share insurance fund.

1 SECTION 16, Section 8 of chapter 294 of the Acts of 1961,
2 most recently amended by section 15 of chapter 178 of the Acts
3 of 1981, is hereby repealed.

1 SECTION 17. Section 9 of chapter 294 of the Acts of 1961, as
2 amended by section 4 of chapter 306 of the Acts of 1973 is hereby
3 amended by striking said section and inserting in place thereof the
4 following:—-
5 The board of directors of the corporation may by their vote and
6 with the approval of the commissioner borrow money for the pur-
7 poses of the share insurance fund and may pledge any assets in
8 which such fund is invested as security for such loans. The direc-
-9 tors may buy reinsurance and bonds or make purchases of stock or
10 otherwise participate in the capital structure of a corporation or
11 form one or more subsidiaries, for the purpose of reducing and
12 diversifying the overall risk to the fund, or make purchases of
13 stock in a corporation formed for the purpose of reinsuring share
14 insurance corporations regardless of whether any such corporation
15 or subsidiary also conducts business in other states. The corpora-
-16 tion may evaluate and transfer funds to a regional or national
17 share insurance corporation whose primary function is for the
18 insurance of shares or the reinsurance of share insurance corpora-
-19 tions. No subsidiary of the corporation may offer primary insur-
-20 ance to any credit union located outside of Massachusetts,

1 SECTION 18. Section 10 of chapter 294 of the Acts of 1961 , as
2 most recently amended by section 5 of chapter 278 of the Acts
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3 of 1982 is hereby amended by striking out said section and
4 inserting in place thereof the following:—
5 The board of directors of the corporation at a special meeting
6 called for this special purpose and held in accordance with the by-
-7 laws and section five may determine by vote of four-fifths of the
8 board of directors that as a fact the corporation is no longer
9 needed for the insurance of shares and deposits of members.

10 If such fact is so determined by the board of directors and also is
11 determined by the commissioner then, by vote of four-fifths of all
12 member delegates, at a meeting of delegates called for that special
13 purpose, with the approval of the commissioner, the members may
14 dissolve and liquidate the corporation. When voting for the pur-
-15 pose provided in this section, each member, by a delegate autho-
-16 rized by its board of directors, shall have one vote. Upon any
17 dissolution and liquidation of the corporation, the directors of the
18 corporation shall proceed to distribute to all of the membership
19 including the primary and excess members as their interests may
20 appear, the proceeds of the fund after payment of all losses,
21 expenses and obligations of the corporation, in the following order
22 of priority: First, in payment pro rata of the assessments referred
23 to in section seven. Second, the balance, if any, of the proceeds
24 from such dissolution and liquidation shall be distributed pro rata
25 to the then members.

1 SECTION 19. Section 13 of chapter 294 of the Acts of 1961, as
2 amended by section 10 of chapter 237 of the Acts of 1987, is
3 hereby amended by striking said section and inserting in place
4 thereof the following:—
5 Every primary and excess member shall display at each place
6 of business maintained by it a sign indicating that its share and
7 deposit accounts are insured by the Massachusetts Credit Union
8 Share Insurance Corporation and shall include in all of its adver-
-9 tisements a statement that its share and deposit accounts are so

10 insured. The corporation shall determine the form of such signs
11 and the substance of any such statement.

1 SECTION 20. Section 15 of chapter 294 of the Acts of 1961.
2 added by section sof chapter 115 of the Acts of 1987 is hereby
3 repealed.
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