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I. Basic Credit Union History

From our historical viewpoint, Germany is the birthpl#eo
of eredit unions as we know them. Egyptian and Babylonian
manuseripts tell of men selling their souls for enough to buy
a little seed which they would laborously cultivate, only to
owe most of the harvest to the lender. The plight of the
people of Germany in 1850 was hardly less desperate. In the
ceity and in the country they earned too little. The :ood and
supplies they had to buy cost too much. They were thus the
natural victims of the unsecrupulous, soulless money lenders,

In the city, Schulze-Deletzsche set out to do something
about this, He came first and was conservative and materialis-
tic. The Schulze-~Deletzsche system served small tradesmen and
artisans in the towns and cities and more nearly resembled a
banking system, 1)

In the country it was Raiffeisen. Raiffeisen was mayor
of two country towns between 1846 and 1865 and was distressed
by the plight of his people, His first cooperatives were really
not cooperatives, but were organizations by which he persuaded
the rich to make seeds and supplies available at cost and to
pool funds which the poor people might borrow at low interest
rates., However he soon decided that self-help societies must
be developed. He started the first of these, using Schulzse-
Deletzsche as a model, in 1864. He developed 425 local socie=-

f:nsroniahnaiihrgou . 12; Rolf Nugent-A Credit
gp. 7«12; Garis- 1nciplos of Money Credit and

Union
Banking pe 43



wRm
ties and a federation of these societies. This federation
provided an advisory service, published a semi-monthly paper,
owned a library and press, promoted the organization of new

societies, trained officials, provided insurance contracts,

and was the general forerunner of the Credit Union National
2(

Association. i
During the last half of the nineteenth century this rural

development in Germany served as a model for a similar one in
- Italy, where it was under the leadership of Luiga Luzzatti
and Leone Wollemborg, and had the support of the Catholiec
Church. Here the form of our present operation was being
erystallized. The current practice of rnquifing a small
entrance fee was introduced. Endorsement as security was
stressed, Luzzatti called it "capitalization of honesty.”
In 1913 there were 2,094 of these rural credit societies
in Isaly, 3)

The father of the Canadian credit union was Alphonse
Des Jordins, a journalist of Quebec., He organized the first
Canadian credit union at Levis, (uebeec, in 1900 and organized
150 other credit unions with Catholic help., He also organized
the first credit union in the United States in the 3t, Marie
Parish of Manchester, New Hampshire, in 1909, b)

2] R.F. Eergnnsranéﬁuna‘ﬂnorgcs PPe 12=13; Rolf Nugent-A Gredit
Union Primer pp. 7-12; aris-Principlos of Money Credit and
Bankins Pe 992; James-The Economics of Money Credit and

L] ‘039'

3) 8 pcn;r-n-cuna Emerges pp. 13-1l4; Rolf Nugent-A Credit
Unign mer p. 7; Garis-Principles of Money Credit and
Banking p. 993. _

4) R.F. Bergengren-Cuna Emerges pgrilbulé; Rolf Nugent-A Credit
Union Primer, pp. 8-13; Garis-Principles of Money Credit and
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Credit unions in the United States are modeled after these
European credit unions as adopted in Canada, but they also owQ'

a debt to the eredit societies of India,

The first general credit union legislation in this country
was passed in Massachusetts in 1909. Edward A, Filene traveled
about India and studied the credit unions set up in Indian
villages., Filene was deeply impressed by the soundness of the
idea, and brought home his enthusiasm. This played a major
part in getting the Massachusetts law passed. In 1921 PFilene
established the Credit Union National Extension Bureau., The
purposes of this Bureau were:l. to get the needed enabling
laws; 2. to organize credit unions to @erve as examples; 3. to
inerease the number of eredit unions to the point where it would
be possible to organize self-sustaining srtate leagues and a
national association of these leagues. These goals were achieved
in 1934 when the constitution of the Credit Union National
Association was drawn up and signed. 5

John Sprunt Hill, a member of a United States Commission
to investigate rural credit agencies abroad, drafted the North
Carolina rural credit union laws in 1915 as a result of his
studies. 6)

Between 1921 and 1935 credit union laws were enacted in
ghirty-seven states. A law for the District of Columbia was

5) ReF. Bergengren-Cuna LMErges PP L8=23,3310ks210=220,223;
Je Te Hogaswarﬁhaneney and Banking p.258;’?ra£hor-Mon;y and
Banking p. 622; White-lioney and Banking p. 666; F.C. James
The Hconomics of Money Credit and Banking P 3#&.

6) R.F. Bergengren-Cuna rges - p. 20,
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'onacted by Congrees in 1932, and in 1934, Congress enacted
Senate Bill 1639 which makes credit union organization
possible everywhere in the United States. During the period
over 3000 eredit unions were organized with 750,000 members.
Thirty-five state leagues of credit unions were organized,

In August 1934 a Constitutional Coanvention of eredit unions
was held at Estes Park, Colorado, attended by fifty-two
delegates from twenty-two states. A Oonatitutién and By~
laws for the Credit Union National Association were adopted.
Between October and Deecmﬁcr‘193h it was ratified by thirty-five
statia. The first national board meeting of the Credit Union
National Association was held on January 27, 1935 at K#naas

City, Missouri, 7

7) R.F. Dergengren-Cuna Lmerges pps 17, 30-32.
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II. Social &  of the Pederal Credit Union in
" the States

A. What the Federal Credit Union is

Section 2 of the Federal Credit Union Act defines a Pederal
Credit Union as: "A cooperative association organized in accord-
ance with the provision of this chapter for the purpose of pro-
moting thrift among its members and creating a source of credit
for provident and protective purposes,"

The Federal Credit Union is a corporation chartered and
supervised by the Federal Government through the Bureau of
Federal Credit Unions., The powers of Federal Credit Unions are
set forth under Section 7 of the Federal Credit Union Act.

Section 9 of the Federal Credit Union Act limits the
organization to groups having a common bond of ogccupation,
association, or residence. This requirement of law limits the
activity of Federal Credit Unions to well-defined groups having
a feeling of oohesiveness and neighborliness which is an in-
centive to cocoperate with each other in solving their financial
problems,

In a Federal Credit Union, ownership and control are vested
in the members, This subject will be considered in more detail
when the members are discussed.,

 The terms of Section 16 of the Federal Credit Union Act
provide for merger, coﬁsolidation, or dissolution of Federal
Credit Unions under rules and regulations issued by the
supervising authority,
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B. ihat the Federal Credit Union Does

‘The true success of a credit union is not measured by bho
amount of money it accumulates or the amount of dividends it
pays on investments. Instead its true worth is shown through
the years by how well it served the people in their need to
form habits of thrift; to pull themselves out of financial
difficulties without recourse to high rate money lenders, and
to educate themselves generally in the control of their own
finances.

Credit unions encourage their members to use their share
accounts to accumulate savings out of income. In this way they
build economic security for themselves and families. 8)

In a Federal Credit Union the money accumulated by the
savings of members is used by the members through loans té
them granted upon the judgment of persons elected by the
members for that purpose. 9]

"Credit unions eliminate usury by providing its members,
when in urgent need, with a source of credit at reasonable costs
which they ceuid not otherwise obtain, It promotes industry

by enabling its lmmhora to borrow for productive and other
beneficial purpeses, It trains its members in business methods
and self-government, endows them with a sense of social res-

ponsibility, and educates them to a full realization of the

value of cooperation,” 10)

B N.R.Neifield~Credit Unions in the United otates pe
Whiteuuone{dand Banking p. 667,

9) N.R.Neifield=Credit Unions in the United States p. 339.

10) Rolf Nugent-A Credit Union Primer p. 17.
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Individual credit unions are more formally organized
into provincial and state leagues, usualli with a paid staff
of at lemst one., The leagues are united into the federation
called the Credit Union National Association or CUNA, CUNA
obtains for credit unions low cost bending., It gives personal
advice and assists through a field staff as well as by corres~
pondence., It publishes "Bridge," a monthly publication dealing
with eredit union operating and promotional problems, It serves
as a clearing house for the development of all phases of credit
union actiony including 1egiaiative, organinatlonal, and pro-
motional. It also has two affiliate orgaﬁisations: the Cuna
Mutual Insurance Society and the Cuna Supply Cooperative. The
Cuna Mutual Insurance Society proitdoa loan protection insurance,
life savings insurance, home protection insurance, and individual
life insurance., All of these are especially designed for credit
unions and their members at low cost. Cuna Supply Cooperative
provides operating and promotional supplies, alao'espacially
designed for credit unions. These organizations are ultimaﬁoly

owned and controlled by the credit union members, rh

Co Me .2 in the Federal Credit Union
The inecrease in membership is the result, in part, of the

organization of new credit unions, and in part, the growth of
existing eredit unions., The increase in membership and growth
1n‘sharohold1nga, which repré@ents savings by members, are
evidence of the promotion of thrift by Federal Credit Unions,

, Daig-ihe Oredit Unions Proper Place in Historya.
uary 1947 "Bridge" p. 8.
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FPigures showing the increase in membership in the Federal
Credit Unions since 1935 are given in Teble 1.

According to Table 1 the number of members of all Federal
Credit Unions increased from 118, 665 members in 1935, to
1,628,339 members in 1948. This is a 1,509,674 increase,
Membership increased from 1947 to 1948, 182,424, or nearly
13 pﬁraeﬁt over 1947. Continued growth in existing Federal
Credit Unions praised the average membership to yﬂl which was
the highest on rpcord.

The average number of members of Federal Credit Unions
chartered and 6rganised in the year 1948 was 143, while those
that were started during 1947 had an average membership of
267 by the end of 1948, Credit unions operating longer
progressively increase their average membership, Thirty-nine
percent of the 4,202,104 persons eligible for membership in
Federal Credit Unions have joined., Although the ratio of actual
to potential members 1s increasing, wany Federal Credit Unions
could more than double their membership by intensifying their

educational activities. 12)

D. Extent and Orowth of the Federal Jredit Unions

The information below is condensed from the FedoralACredit
Unions Report of Operations for the year 1948, This report is
published by the Federal Security Agency, Social Security
Administration, Bureau of Federal Credit, Unions, Washington,
D. C., If the reader desires more extensive information on this

subject 1 suggose'he obtain the report, :
12) Federal Credit Unions Report of Operations Lor the Year 1948.




Humber of Members
OQutstanding 60

TABLE 1,

Amount of Shares, and Amount of Loans
cember 31, Reporting Federal Credit
Unions 1935-48

Rumber of ~ Humber Amount Amount

Year Reporting of of of

1935 762 118,665  2,224,610| & 1,830,489
1936 1,725 307,651 - 8,572,776] = 7,399,12
1934 i B rorcr: BT Tt o PO
1939 31172 849,806] 13,31h,433| 37,663,782
1940 3,739 1,126,222 65,780,063 55,801,026
1941 4, 1 1 1,396,696] 96,816,948 69:239:b87
1942 44070 1,347,5191 100,428,801 42,886,750
1943 3,859 1,302,363 116,988,974| 35,228,153
1944 3,795 1,303,801] 133,586,147| 3k,403,467
1945 3,757 1,216,625 613,962f 35,155,414
Bl BE [ RRERd ST ceecil
1948 L5058 1:2231339 235:0031328 137,642,327

Source: Federal Credit Unions Report of Operations for the

Year 19‘680
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At the close of 1948 there were 166 charters held by
inactive ?eﬁeral Credit Unions including 101 in the process
of liquidation, one under suspension, and 64 that received
their charters too late in the year to begin operatidns.

Table 2 presents the changes in the number of Federal Credit
Unions for each year since 1935.

During the period 1935 thréugh 1939 more than LOO Federal
Crodit“Unionu were added each year to those in operation. The
number of operating Federal Credit Unions declined during 1942,
1943, 1944 and 1945 because the number of liquidationa exceeded
the number of new charters granted in those years. Conditions
resulting from the war depressed the rate of organization and
accelerated the rate of liquidations. 3ince 1945 the number
in operation has inérhaaed oach'yiar. During 1948 the number
of operating Federal Credit Unions inereased 213, which is more
thian twice the net gain made in 1947,

Growth has boep gradual since the first credit union was
chartered October 1, 1934, and shows the strengthening of the
established credit unions., It has been demonstrated that growth
in assets may be slow in individual cases until auffieient‘si:c
is attained to permit effective loan service to members. After
this point is reached, growth may be rapid for a period of
years., Since larger ?ederal Credit Uniona>usually maintain
regular office hours and more likely to have employees who
devote thelr time exclusively to work of the credit union,

better service which stimulates further growth in assets



Changes in Number of Federal Credit Unions

TABLE 2,

193548
Number of Ch 0 “““*ﬁi oy 'derg
umber ¢ arters utstanding at end o ear

Year ‘ xnéatrvr‘Tnﬂm¥srug

Granted |Canceled | let Total | Oredit Credit

o ; N Lnions 1 Unions
1935 | 906 ——— 906 906 134 772
1936 | 956 b 952 | 1,858 107 1,751
1937 | 638 69 569 | 2,427 1%3 2.;%%
1938 | 575 83 4%2 2,859 2,
1939 29 93 436 | 3,295 | 113 3,182
1940 | 666 76 90 3,885 129 3,756
1941 | 583 89 Oy 2379 151 L,228
1942 187 89 98 | 4,477 332 by 145
1943 | 108 321 -213 | 4,264 326 3,938
1944 69 285 -216 | 4,048 233 3,815
1945 96 185 -89 | 3,959 202 3,757
1946 | 157 | 15 6 13,965 | 200 | 3,761
1947 | 207 159 48 | 4,013 168 3,845
1948 341 130 211 | 4,224 166 L 4,058

* y

1) Includes 78 charters granted in 1934
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and membership may be provided. 1In addition, larger Federal
Credit Unions are able to make larger loans. The percontago.
distribution of Federal Credit Unions grouped according to
size is presented in Table 3.

In 1935 more than 90 percent of the operating Federal
Credit Unions had assets of less than $10,000, while at the
end of 1948, 26 percent had assets below this amount, The
number with assets in excess of $100,000 accounted for only
one-tenth of one percent of all Federal Credit Unions in 1935,
Thirteen yaarl'later 16 percent of all operating Federal Credit
Unions had assets in excess of $100,000,

During 1948 the growth in assets of Federal Credit Unions
continued., At the close of the year, the average assets for
the 4,058 operating Federal Credit unions amounted to $63,680,
which represents an inerease of 16 percent. The number of
eredit unions with total assets of less than $1,000 increased
from 72 to 101 in 1948, This resulted from the addition, late
in the year. of new Federal Credit Unions to those in operation.
At the same time, the number of Federal Credit Unions with
assets of §$100,000 and over increased from 528 to 656, The
number with total assets of §1,000,000 or more increased from
eight to ten.

Among the Federal Credit Unions chartered and organised
during 1948 , average assets were §6,000. Thoso'that were
started during 1947 had average assets in excess of §21,000
as of December 31, 1948, The rate of growth of newly charter-
ed credit unions has increased rapidly during the past few years.
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TABLE 3.

Percentage Distribution of Federal Credit Unions
Grouped According to Amount of Assets

1935«48
\‘Fhrcuntago 6? Federal

All Federal Credit Unions |Credit Unions with
o : 151,000 B 10,000 $100,000

Humber | Percent| Less than : and

» ks gvu

193 762 | 100,0 45.8 4749 642 0.1
1936 } 1,725 100.0 271 59.8 12.9 o2
1937 | 2,296 100,0 20,1 58.6 20.7 o7
1938 | 2,753 00,0 15.8 8§57 | z;.s 1.0
1940 | 3,715 | 100,0 949 46.5 | 4,0.8 2.8
1941 } Ly 1Lk 100,0 8oby L2,2 45.0 oy
1942 | 4,070 100,0 6.1 Ll.2 L4L7.1 5.6
1943 | 3,859 100.0 3.9 39.3 5041 6.7
1944 § 3,795 100,0 2.7 36,2 53. 7.8
1945 | 3,757 100,0 "ede9 3349 552 90
1946 | 3,761 | 100.0 240 30,6 | 56.5 10.9
1947 1 3,845 100.0 1.9 26,7 577 33«7
1948 | 4,058 100,0 2.5 23.7 57.6 16,2

Source: Federal Credit Unions Report of Operations for the
Year 19‘&8.



CREDIT UNION AT THE VETERANS ADMINISTRATION
REGIONAL OFFICE IN ROANOKE, VIRGINIA



I. INTRODUCTION

In 1947 a group of enterprising employees of the Veterans
Administration Regional Office in Roanoke, Virginia, decided
they would like to have a c¢redit union of their own. This
eredit union first started operation under the Federal Credit
Union Laws in May 1947. It is called the VARO Federal Credit
Union and operates under Federal Charter 5486. VARO stands
for Veterans Administration Regional Office.

The first Pinancial and Statistical Report was published
in June 1947, one month after the credit union was organized,
This report, Form FCU 109, illustrated in Figure 1, is published
monthly.

In June 1947, there were 149 members with 1l members having
a total of $690,00 in loans. The December Financial and Sta-
tistical Report of that year carried 202 members with 90 members
holding $4123.25 in loans. In December 1948 membership jumped
t0 290 members with 98 members having loans amounting to
§7270,00, One year later there was a decrease of 55 in member-
ship, but those obtaining loans were still on the increase.
The Financial and Statistical Heport published in December 1949
carried 235 members with 124 membera'holding a total of
$13,855.20 in loans.

From May 1947 to December 1949 this eredit union has made
a total of 479 loans amounting to $52,149.50.
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Form FCU 109 Rev, 2

For Period Ended

Figure 1.
FINANCIAL AND STATISTICAL REPORT

-15-

Printed in ULS.A. m&j;:?‘%

, 19 Charter No.

CREDIT UNI(

Address
BALANCE SHEET STATEMENT OF INCOME AND EXPENSE
N6, ASSETS THIS MONTH || ‘'No. INCOME 10 DATE:
101 | Loans: [INumser [flunparD BALANCES|| 401 Interest on Loans
(a) Current and less than 2 menths 405 Income from Investments
delinquent 406 Profit on Sale of Bonds
(b) Military Loans 204 Cash Over and Short
DELINQUENT: 409 Other Income
(c) 2 monthsto 6 months
(d) 6 months to 12 months Total Income i
(e) 12 months to 18 months
(f) 18 months and over EXPENSES
(g) Total Loans 201 Interest on Borrowed Money "
102 | Notes and Contracts Receivable 202-1 Treasurer’s Salary
104 | Cash 202-2| Other Salaries
105 | Petty Cash 202-3| Stationery and Supplies
106 | Change Fund 202-4| Cost of Space Occupied
107 | U. S. Bonds 202-5| Educational Expense
108 | Federal Savings and Loan Shares 202-6 | Borrowers’ Insurance
109 | Loans to Other Credit Unions 202-7 | Depreciation of Furn., Fix. and Equip.
110 | Interest Purchased on Bonds 202-8| Collection Expense
111 | Assets in Liquidation 202-9| Surety Bond Premium
112 | Furniture, Fixtures, and Equipment 202-9 | Orther Insurance
113 | Unamortized Organization Cost 202-9| Examination Fees
115 | Other Assets 202-9| Supervisory Fee
202-9 | Miscellaneous General
203 Reserve Adjustments for Bad Loans
Charged off
204 Cash Over and Short
Total 205 Losses on Sale of Bonds
LIABILITIES 206 Other Losses
301 | Accounts Payable
302 | Notes Payable
303 | Matured Interest Payable
306 | U. S. Savings Bond Remittances
Payable
307 | Dividends Authorized
309 | Deferred Profits on Liquidation Total Expenses
of Loans 313 Net Profit
313 Net Loss
ITEM STATISTICAL INFORMATION
1. | Number of accounts at end of period
310 | Shares 2. | Number of potential members
311 Reserve for Bad Loans 3 Loans made since organization—No.
316 | Special Reserve for Delinquent 4. | Loans made since organization—Amt.
Loans 5. | U. S. Savings Bonds Sold to date—No.
312 | Undivided Profits 6. | U.S. Savings Bonds Sold to date—Amt.
313 | Profit and Loss 7. | Loans Charged Off to date—Amr.
Total 8. | Recoveries on Loans Ch'd. Off to date—Amt

Certified correct by . r Tt 2EV
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II. ORGANIZATION
A, TIhe Membe:
1. Membership

To become a member of this credit union one must
be employed at the Regional Uffice. The prospective member
must apply for membership and pay an entrance feecof twenty-
five cents. This entrance fee is advisable in order to defray
the organization expenses without impairing its capital, and
make provisions for the admission of new members upon an equitable
basis when the book value of shares is in excess of their par
value. MNo other fees are charged. Membership is limited to
persons elected by the board of directors although they elect
almost all applicants to membership, DMembership is greatly
encouraged., Applicants for membership fill out Form FCU 150,
illustrated in Figure 2, This application is made out in ink

and all names written in full.

Figure 2,
plaek T . g ———— e G g v i
Book Number NAME (to be filled in by the treasurer)
Residence or
___ Post Office Address
Division or Telephone

___Occupation Department or Ext. No.

2 Husband’s first nam
Date of Birth o wile's ieinides sty

l I hereby make application for membership in the

Credit Union and agree to conform to its laws and amendments thereof and subscribe for at least one share.

. SIGNATURE: g~

This application approved by the Board of Directors and entered

. Date: Clerk:

SCUMIROT>  Form FCU-150

Printed in U.S.A.
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All applications of elected members are numbered in
order of election and filed alphabetically. This file is
useful both as a means of verifying signatures an& also as
a cross reference for looking up account numbers,

It is also possible for two or more members to have joint
membership in the credit union. All sums invested in shares,
and all dividends can be owned jointly. In case of death of
any one or more of the joint members, all rights and privileges
go to the survivor or survivors. Form 202A illustrated in

Figure 3 is a joint membership agreement,

Pigure 3.
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A pass book is given to each member and it must be
presented when paying or receiving money. Figure 4 gives

a sample of this pass book.

Figure L.







S

FORM 107

In case this pass book is lost,
notify the Treasurer at once in writing.

Published and distributed by the
CUNA SUPPLY COOPERATIVE

An affiliate of the Credit Union National Association
Raiffeisen House, Madison, Wisconsin

Printed in U. 8. A,

=7

Always Present this book when paying or receiving Money
This Book No Certifies that

M
Address

has been duly elected a member of the
CREDIT UNION

No other receipt for payments on Shares, Repayments of Loans,
Interest or Fines will be given. Transferable to qualified members only.
Checks credited only subject to collection.

No payment will be accepted or paid out at the office without this
pass book. Where payments are forwarded by mail or otherwise, the book
should be presented for posting.

Repayments on Loans, and Interest MUST BE MADE as per Note
and By-Laws. Fines for non-payment of loans and shares will be levied
unless excused by the Board of Directors.
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2. Control by Members

The absolute control of the credit union lies in
its members. This is accomplished through action taken at the
annual meetings held during January of each year, and through
special meetings which may be called from time to time,

Members elect directors and committeemen; exercise de-
mocratic control over the credit unions activities; and receive
reports each year from the board of directors, committees, and
administrative officers,.

The board of directors and committees are directly res-
pounsible to the members for the proper exercise of the authority
and responsibility delegated to them. The members have broad
powers to replace officials who fail to carry out their wishes
with respeect to operation of the eredit union.

3. Shares

. Savings by members are made in the form of share
purchases each being valued at five dollars. A low par value
of sharesg is fixed so that no eligible person shall be deprived
of membership and that no member shall be deprived of the full
privileges of membership, In February 1950 the board of direc-
tors established the total amount of share-holding a member
might have in this credit union at any one time as $900,00,
Prior to that time it was $800,00., This limit is necessary
because if one or more members were allowed to hold a large
proportion of the shares, they might influence unduly the

policies of the union,
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Savings may be made in amounts as small as twenty-five .

gents per month and may De withdrawn at will, The nppllcaﬁioﬁl*'wf*ﬁ
for shares withdrawal, Form FCU 11k, is illustrated in Figure 3.~ _%gﬁ
The eredit union's board of directors may require two months 1 ;’
‘notico for withdrawal of funds as in a savings bank, but this 7
provision is seldom invoked. The regular savings by small wgg
M

sums is encouraged. ) R
{ :

he Heetings

The annual meeting of the members is held in

January of each year, Special meetings may be held from time
t§ time, Meetings not prescribed in the by-laws are special o
n‘mtings. Each member present at annual or special moetlnga if
has one vote, Voting is done by show of hands and no voting 'iw
is done by proxy. The officers of the credit union are cone- -ﬂ
sidering holding socials at annual meetings to encourage

attendance by members. Section 10 of the Federal Credit Union :
Aet and Article V of its by-laws contain complete information -?iy
with respect to the conduct of mestings of members. ' f fj

The directors consist of five members elected by the e
members of the eredit union, Any borrowing or non-borrowing 1‘4
member of the ecredit union may be nominated and elected to
the board of directors. A member may not serve on both the  ‘4

board of directors and the supervisory committee, FPersons
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should be well qualified for their positions, and willing
to give unselfishly of their time and effort.

Elections for the board of directors take place at annual
meetings. Blections to the board are held in such a mamner that
the terms of office of not more than a bare majority of the
board shall expire at the same annual meeting. The term of
office is two years. The manner of electing directors and
their term of office are stated in Article VII, Section 2,
of the Credit Union Bylaws.

1. Heetings

The board of directors meets in the second week of
each month. Sometimes it is necessary and desirable to meet
more often in order to maintain proper control over the affairs

of the credit union.

2. Duties
dound leadership, which is the key to success in
a e¢redit union, depends on the individual directors.

It would not be possible to list all the actions which
might conveniently be required of the board of directors. The
following list however, will give some idea of the nature ?r
policies and actions which may be required to consider froﬁ
time to time:

1) Provision for office space and facilities

2) Election of officers

3) Purchase of supplies and equipment
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L) Manner of notice to directors of board meetings

5) Approval of minutes of previous meetings of the board
6) Pilling vacancies on board and committee

7) Credit union business days

8) Election of new members

9) Establishing a cash fund for making change

10) Designation of depository for credit union funds
11) Investment of funds not required for loans to members
12) Borrowing on behalf of credit union
13) Maximum shareholdings for members

;) Savings regulations for borrowers

15) Limits on loans
16) Terms of loans
17) Interest rate to be charged on loan

18) Security on logns

19) Requirements as to insurance on chattels accepted as
security on loans

20) Collection action on delinquent loans
21) Disposition of uncollectible loans
22) Poliéy on fines

23) Pixing salary of employees

2),) Educational program

25) Amendment of by-laws

C. Ihe Officers
Section II (b) of the Federal Credit Union Act and
Article VIII, Section I, of the by-laws, provide that the
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officers of the credit union shall be elected by the board of
directors and from their number. Officers provided for in the
law are president, vice-president, treasurer and clerk.

The officers are directors who are chosen to paérorm
¢ertain management functions. They have certain responsibili=-
ties as officers in addition to their responsibilities as
directors. Officors are oiected at the first meeting of the
board of directors followihg the annual meeting of members,

The term of office for officers is one year,

1. President

The president is the chief executive officer of
the eredit union, It is his responsibility to preside at and
conduct meetings of the board éf directors and of the members,
He sees that members and non-members are continually informed
of the availability of the service and the advantages of using
the credit union for eredit needs and regular savings, The
president is an executive and leader, not a figarahaad.

The president is required to countersign all checks, notes
and 1nshr§mants abliéating the eredit union, This responsibi-
lity is not taken lightly. He knows where c¢redit union funds
go and that they are paid out for a proper purpose. This is
a safeguard both to the members and the treasurer,

Whenever it is necessary the president calls special meet-

ings of the board. When at least three directors request the
president in writing to call a special meeting, he is required
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to do so in accordance with the by-laws. He also carries out
the instructions of the board. '

The president as chairman of the board of directors,
presents the annual report to the board,

The byelaws require the president to appoint a nominating
comuittee thirty days before the annual meeting. The purpose of
this is to put before the members names of people who are not
only capable but willing to serve, The nominating committee
should never be used to perpetuate a certain group of persons
in office and is not intended to discourage nominations from
the floor,

2. Vige-President

The duties of the vice-president are to act as
president whenever the president is absent or unable to perform
his duties, He is usually given some duties to perform even
when the president is on the job., The office of president is
one for which the by-laws specifically provide an "understudy"
who will be ready to take over when the president is unable

to acte

3. Ireasurer

The treasurer is responsible for doing and super=
vising most of the detailed work of the eredit union, She
(the present treasurer is a woman) is responsible for maine
taining a complete record of all transactions of the credit

union. The present treasurer has been in office since this
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eredit union was first organized. The treasurer has charge of
receiving, recording, depositing, and distributing funds., The

treasurer is responsible for signing on behalf of the credit
union, all instruments of disbursements or obligations., She

is charged with determining that any such instrument is properly
authorized and in accordance with the laws, the by-laws, and any
instructions of the board, The treasurer is responsible for

all cash received and placed under her control, 08he is the

only officer in the credit union who is bonded.

The treasurer prepares the monthly financial andstatistical
report for the board of directors. These reports illustrated
in Figure 1 are posted on the main bulletin board located in
the lobby of the Veterans Administration Regional Office to
keep members informed. She is required to submit biannual
reports to the Bureau of Federal Credit Unions by June 30 and
December 3l. OShe also prepares an annual report summarizing
the year's business and presents it at the annual meeting.

The treasurer, together with the president, is responsible
for ecarrying out the board's instructions relative to outside
instruments or borrowing.

The first step that will be taken when a change in treaaur~
er occurs is the transfer of all cash on hand and negotiable
securities held by the credit union from the retiring treasurer
to her successor in office. All cash on hand is recorded on
the books of the credit union by the retiring treasurer and

she will see that her records and accounts are in order, and
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that she has made proper accounting for cash, loans, and other
assets.

Moneys and securities will be carefully counted and the
retiring treasurer will obtain a written receipt for them from
her successor. A copy of the receipt will be placed among the
permanent records of the credit union as evidence of the proper
accounting for funds transferred.

The supervisory committee will be requested to witness
the transfer of assets and to make an audit of the books and
affairs of the credit union as of the date upon which the re-
tiring treasurer relinquishes control of the records.

It is expected that the present treasurer will continue
to hold etfice for some time to come as she has done a very
efficient job. I believe she will continue to be elected to
office. '

The treasurer of this credit union is not compensated
for her work although the credit unipn gave her fifty dollars
in 1948 and one hundred dollars in 1949. The treasurer's work
is increasing with the growth of the ecredit union, The board
of directors are considering paying her a small salary as much

of the eredit union's work now has to be done at home in the

evenings.
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be Glerk |

The office of clerk is combined with that of the
treasurer and is filled by the same person., It is not advis-
able to combine these offices, but as the credit union continues
to grow 1 believe a éoparate person will act as clerk,

The additional duties required by the treasurer in acting
as clerk gives an extra burden to the treasurer, The clerk is
required to keep and sign accurate minutes of all of the board
of director's and members' meetings. The clerk is required
to prepare and give written notice of all members' meetings
in angordanae with the by-laws. Ancther duty is to prepare and
gend an annual election report and a notice of any changes in
the management %o thoiﬂegienal Representative, Bureau of Federal
Credit Unions, Federal Security Agency, 10 Forsyth Street,
Building, Atlanta, Georgia.

D. ZIhe Comuittees |

1. The Credit Comulttees

The eredit committee is composed of three members
who should be persons of good judgment and who inspire the
confidence and respect of the members. They should have
an understanding and appreciation of the financial problens
encountered by the average member and have the patience to
assist in the aoiutian of these problems. Members of the
eredit committee are elected to serve for two year temms,
by the members at the annual meeting. Vacancies that ocecur
during the year are filled by the board of directors until

the next annual meeting.
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The work of the credit committee involves one of the
greatest services a credit union member is privileged to rnnd§r
his fellow members., It calls for firmness tempered by faith
and tolerance in making decisions that may vitally influence
the economic welfare of others,

Credit committee members elect from their own number a
¢hairman and secretary, both positions being held by the same

committee member,

a. The Secretary's Duties

The secretary prepares and maintains minutes
of all actions taken by the credit committee., A regular form
FCU 203, illustrated in Figure 6, is used for this purpose.
The minutes are prepared during or immediately following the
meeting while the transactions are still fresh in the mind of
the secretary. JSeparate minutes are prepared for each meeting
and each copy of the minutes are signed by the ascraﬁary. In
the absence of the secretary, temporary officials do the job.

b leetings

Following each annual meeting of the members,
the eredit committee meets and organizes for the ensuing year.
At such meetings the committee elects the secretary and chaim-
man . |

The c¢redit committee meets once every month., When

necessary, the credit committee is prepared to render emer-
gency service on short notice. The committee can legally
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€3 Figure 6
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Credit Union

A ;;z‘;};f meeting of the Credit Committee was held on the above date beginning at
at (place) . The minutes of the

(time)
previous meeting were read and approved with the following corrections:

Members of the committee present were:

The following applications for loans were approved:

BOOK NO. NAME AMOUNT SECURITY AND REMARKS

(Minutes continued on reverse side)



(Reverse)

The following applications were rejected:

BOOK NO. i NAME AMOUNT REASON

Release of collateral was approved in the following cases:

BALANCE

BOOK NO. NAME OF LOAN

COLLATERAL RELEASED

Withdrawal of funds by borrowers, indorsers, and guarantors was approved in the following cases:

AMOUNT OF

BOOK NO. NAME - WITHDRAWAL

REMARKS

The following actions were also taken by the committee:

Signed

Chairman Secretary of Committee
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act, however, only at an actual meeting where there is oppor-
tunity for free discussion and group consideration. Credit
union members should not be encouraged to take advantage of
the willingness of the committee to hold special meetings in

emergencies.

¢e Duties
In addition to the official minutes of the

credit committee, the credit committee indicates its decisions
regarding requests for loans submitted on application form
FCU 200, illustrated in Figures 7 and 8. The decision of

the committee is clearly and neatly set forth on the loan
application. Erasures and alterations are strictly avoided
as well as crumpling or soiling of the form. The loan
application becomes a permanent record of the credit union
and is prepared and preserved with this thought in mind.

The by-laws require that all transactions of the members
with the credit union shall be kept strictly confidential,
Almost nothing can do more harm to the c¢redit union than a
e¢redit committee member who can not hold the work qf the
committee in confidence, The average person desires to keep
his financial affairs to himself, particularly when he 1q
borroying money. The committee does not conduct is meetings
in pl#cea that are public and care is taken to divulge no in-
formation whatsoever concerning the individual transactions

of borrowers.,



@@Dﬁam FCU 200-Rev. Book No.

Printed in U. §. A. : Note No

11 Credit Union
APPLICATION FOR LOAN

weeks 3
I hereby apply foraloanof §__ foraperiodof ______ months, to be repaid in

weekly

semi-monthly installments of § __ each plus interest; I prefer the first payment to fall due on
monthly

I desire this loan for the following purpose (explain fully):

Comakers or security offered

I hereby certify that all statements made, including those on the reverse side hereof, are true and complete and
submitted for the purpose of obtaining credit.

Date Signature of Applicant Address

At a meeting held on 319 , we approved a loan in the amount and on the conditions
requested by the above applicant, except as to the following (list any changes in amount, terms, or conditions below):

The committee’s action is recorded in the minutes of 19

(All committee members present must sign.) Credit Committee

L eIty

.
’&\

4

wy (=
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Fi ure 8., .
(Back of Form ¥y 200)

APPLICANT’S STATEMENT

I am indebted to the following creditors (list all debts such as doctor ‘
bills, installments, loans, etc. Attach additional sheet if necessary ): ‘

Creditor Address Amt. Owing

A A A "W

Employer Address
Date employed Position
Clock or Payroll No. ____________ Date of Birth
Weekly /monthly salary g Other income, annual §
Wife’s/husband’s name Dependents, No.
Is wife/husband employed? Weekly /monthly salary $
Auto owned, Make Year Mtr. No.

Real estate owned at reasonable market value §

Location

References

COMAKER’S STATEMENT

Name of comaker

Address Phone

Employer Address

Position Weekly/monthly salary §
Wife’s/husband’s name Dependents, No.
Real estate owned at reasonable market value §

Location

References

Name of comaker

Address Phone

Employer Address

Position Weekly /monthly salary §

Wife’s/husband’s name Dependents, No. .

Real estate owned at reasonable market value § |

Location

References |
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The annual report to the members winds up the work of

the credit committee for the calendar year.

2« The Supervisory Committee

The supervisory committee is composed of three
persons who are 8lected by the credit union members, One per-
son serves for a temm of one year and two serve for two years,
They funetion independently of the control of any other official.
They haﬁdlo none of the transactions of the organization, there-
fore, are able to give constructive criticism in an impartial
manner. They have the power to take action if the operating
officials violate the by-laws or mishandle the organization
in any way. The committee should be tactful and considerate

yet firm and insistent where violations are found,

a., _Purpose .
In order to ascertain the purpose and functions

of the supervisory committee, it is first necessary to realize
that control of the affairs of the credit union is vested in
the members. As a body they are too large to perform the work
of the organization, therefore, certain qualified persons are
selected from their number to carry out the operations, It

is realized that regardless of the confidence the members may
place in the elected officials, they are human and, therefore,
not perfect., For this reason, some of the operating officials
may become careless or even prove to be dishonest. The members

need someone who does not pass on loans or handle funds to
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scrutinize critically the activities of those who perform
these operations, thus the supervisory committee. The powers

of this committee should be exercised with discretion,

b. Objectives

The supervisory committee has the important
task of safeguarding the assets and interest of members. The
committee acts as a watchman constantly on duty to see that
the organization is hhndlod so that maximum service may be
given with safety. The objectives of the committee are to
cooperate closely with the officials of the eredit union and
to assist in the solution of problems discovered in the analysis
and audit of operations. The committee determines whether there
have been departures from the practices in the laws, by-laws,
and other rulings.

¢. Duties

In general the duties of the supervisory committee
are outlined in Section II (e) of the Federal Credit Union Act
and in Article X of the by-laws, Both the Act and the by-laws
are carefully studied by all members of this committee. The
committee members have the responsibility of determining whether
the other officiala are operating the credit union properly,
therefore they must know the provisions of the law and instruec~
tional material issued by the Bureau of Federal Credit Unions,

The manuals published are:



1.
Unions.
2,
3
bys
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The Manual of Accounting Procedure for Federal Credit
The Handbook for Federal Credit Unions

The Credit Committee Handbook
The Manual of Procedure for Supervisory Committees

of Federal Credit Unions
Section II (e) of the Federal Credit Union Act and Article

L of the by~lews require the supervisory committee to make at

the end of eaethﬁartor, an examination of the affairs of the

eredit union, including auditing its books.
The assets of the credit union are the savings of the

members,

To determine that these absets have not been mis-

handled it the foremost thought in undertaking an audit.

When making audits the committee checks the following:

l. Journal and cash record
2e¢ Individual ledger |
3. General ledger

ks Expense ledger

5, Bank reconcilement
6. Bank passbook

7+ Bank statements

8. Canceled checks

9. Check books

10, Notes
il., Loan applications
12, Collateral
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13. Securities

1hke Cash on hand

15. Pottj cash vouchers

The supervisory committee Audit Report, Form FCU 110

revised, illqstratod in FPigure 9, is filled out at the cone
c¢lusion of each audit period as of June 30 and December 31.
This report is sent to the Regional Representative, Bureau of
Federal Credit Unions, Federal Jecurity Agency, 10 Forsyth
Street Bullding, Atlanta, Georgia, not later than July 31 and
'January 31 respectively. ’

3. The Educational Comittee

This credit union has one member on the educational
committee who serves for a period of one year. It is advisable
though to have a large e ducational committee 50 as many members
as possible could share in the educational phase of their credit

union development,

a. Purpose |

Informed membership providos the best foundation
for the development and safety of the credit union. The educa-
tional eonniiteo helps the mcnbets to understand the purposes,
aims and operation of their credit union so they will be more
willing to share responsibility as well as benefits. This
results in widespread membership participation and assures
democratic control. A good job of membership education is the

first step in developing potential leaders.
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Figure 9.

........................................................................

FEDERAL CREDIT UNION

.............................................. Ghatter Noscl. o Jzil doamios.
Address

Supervisory Committee Audit Report

for the period beginning. . . .. .............. g VT e OGO - o s s A

This report should be completed quarterly, one copy retained in the credit-union files and a duplicate sub-

mitted to the board of directors with such recommendations as the committee deems advisable.

A copy of the report for the periods ending June 30 and December 31 must be submitted to the Credit Union

Section, Farm Credit Administration, Washington, D. C., on or before July 31 and January 31, respectively.

1. (@) Wasall cash verified and found in proper order?..............
(b) Does the treasurer reconcile the Cash in Bank account monthly?..............
(c) Are receipts deposited in the bank within the time limit prescribed in the bylaws?..............
(d) Are checks properly signed and countersigned?..............

(e) Are disbursements supported by loan applications, applications for share withdrawals, invoices, or

2. (a) If investments have been made by the credit union, are they within the limits of section 7 (7) of the

(b) Does the credit union have satisfactory evidence of legal title to its investments?..............

4. (a) Balance of General Ledger Account No. 310—Shares was B v v s e
Total of shares account balances in individual ledger was SLvia NN

(b) Balance of General Ledger Account No. 101—Loans was I e e
Total of loan account balances in individual ledger was 8. el

(c) Balances must agree. If differences appear, however, what is being done to correct them?

(d) Were all ledgers posted up to the last month-end?..............

5. Were all loans made during the period covered by this audit
(@) Supported by loan applications properly executed, signed by the borrower, and approved by the

(b) Evidenced by properly signed and fully completed notes?..............
(c) Correctly entered in the individual loan accounts?..............

(d) Within the limitations as to amount and time prescribed by sections 11 (d) and 7 (5) of the Federal



10.

¥,

12.

13.

14.

15.

16.

Is the financial and statistical report accurately and promptly prepared at the end of each month?

(a) Was a correct list of loans delinquent more than one month presented by the treasurer to the board

of directors for discussion, and was a summary of these loans correctly shown on the financial and

statistical report?..............
(b) Is the method of collecting delinquent loans effective?..............
(c) If not, was the matter thoroughly discussed with the board of directors?..............

the Farm Credit Administration?.............. AToOUt NOW 8. .. . oo v enen
Shouldbe $..............
Are all persons handling funds of the credit union bonded?..............

In the pasttwoyears?................ %

(Section 11 (e) of the Federal Credit Union Act requires that all passbooks must be verified with the records of the treasurer at least once
every two years. Verification of 259 of the passbooks each quarter is recommended.)

Recommendations for improvement of the operations, financial condition, and growth of the credit union

.................................................................................................
.................................................................................................

...............................................................................................

............................................
............................................

Date audit completed Supervisory Committee

(At least two members must sign)
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b. Objectives
The main objeétive of the credit union is to

improve the economic conditions of the people working at the
Regional Office. The credit union should bring the best possible
service to all persons eligible for membership. Members must
participate to obtain the full benefits of credit union service.
The educational committee helps members understand and use their
eredit union, therefore helping to achieve the objectives of

the ¢redit union.

¢. Duties
The educational committee stimulates membership

interest and participation in many ways. The methods used are:
personal contact, publications, and encouraging members to

participate in eredit union activities.
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III, THE CREDIT UNION'S FINANCIAL POLICIES

A. Gapital

The capital of the credit union consists of the funds
paid in upon shares by members, and unpaid dividends created
thereon., The Financial and Statistical report for June 1947
revealed that the capital of the c¢redit union for that month
was $1,685.03, This inereased to $4,091.49 by December of
that year. The eredit union gained momentum through 1948 with
the capital inereasing to $7,810,17 by December 19,8,

In December 1949 the capitalvof the credit union was
$16,184,61, The funds of the credit union are deposited with
the Mountain Trust Bank, Roanoke, Virginia,

During 1948 it was in the opinion of the board of directors
that it was necegsary to borrow funds for loans to credit union
members. In July 1948 the credit union borrowed §500 from the
Mountain Trust Bank in Roanoke, Virginia, far the purpose of
making loans to members. This was repeated in August 1948 when
the eredit union borrowed $1000 and again in October 1948 when
the eredit union borrowed another §$500, These loans have been
paid in full,

Since it was not convenient for all the members of the board
pf directors to negotiate the loan and sign the obligation, binde
ing the c¢redit union to repay it, the board designated the
president and treasurer to obtain the loan, The president and
treasurer were authorized to sign the note in behalf of the

eredit union,



B. Earnings
The Finaneial and Statistical Report revealed that in

1947 the credit union earned $126.60., In 1948 the earnings
vere $518.13 and in 1949 the earnings increased to $1,046,96

for the year,

Co Losses

The first year the credit union was in operation the
loss for bad debts was §27.50. Since that time there has been
no further losses, and the management is pleased with this record.
The loss waa charged off to profit and loss and in no way
affected the dividends paid for that year.

D. Rividends Paid

Under the provision of the Act the members have the power
to declare dividends at the annual meetings. The by-laws however,
place responsibility for recommending the rate of dividends on
the board of directors. The amount of dividends paid depends
on the amount earned during the current year, the amount in the
undivided profits account, the trend of earnings and expenses
and the possible growth of the eredit union, This credit union
has paid a dividend of six percent since starting operations,

E. Interest Charged
Interest charged on loans up to $500 is one percent per
month on the unpaid balance. At a meeting of the board of
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directors held near the end of 1948, it was determined that the
interest charged on loans over $500 would be three fourths of
one percent per month on the unpaid balance. This was done

in order to compete with other lending agencies. '
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IV, THE LOAN APPLICATION AND APPLICANT

A+ How Members Apply For Loans

When a member applies for a loan, it is common practice to
contact the treasurer as she keeps the supply of application
forms, FCU 200, illustrated in Figures 7 and 8, on hand., The
applicant takes one, completes it, and turns it in for con-
sideration, The officers of the eredit union are glad to
assist the applicants in making out applications.

Both sides of the loan application are fully completed
by the applicant and co-makers in order that the credit eomnittic
may have sufficient information to pass on the case intelligently.
In cases where co-makers are not necessary, the sections desige
nated for them is left blank,

B g the Applicant

Although the credit committee should treat the information

submitted on the loan application with confidence, the committee
is not limited to this information., The committee investigates
the applicant from any reliable source available because
applicamt s sometimes become forgetful of important facts con-
cerning their financial condition., If the amount of the loan

is large or the application appears weak, the credit committee
may request the applicant to appear in person and discuss the
loan application in detail.
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The treasurer can inform the committee as to the appli=-
cants previous loan and share record, his contingent liabiuti
as co-maker on outstanding loans, and other pertinent facts.

The eredit committee should not lean on the treasurer too
heavily in regard to the merits of the loean application,

This is the responsibility of the credit committee alone and
must not in any way be shirked or delegated to any other person,

C. Character of Applicant

Character is a very significant element in the extension
of eredit. In reviewing the loan application the credit com-
mittee looks into the character of the applicant. Honesty,
loyalty, responsibility and good habits are all factors of
character., Hegardless of the security offered and ability to
repay, a loan to a person of bad character almost inevitably
leads to difficulty. At times the reputation and character of
a member may be so bad that the credit committee can not cone

scientiously approve his leoan, Fortunastely these cases are rare,

D. Eligibility For Loans

In order to borrow money, an individual must be a member
of the credit union, The board of directors have also estab-
lished the rule that a member must have a minimum share balance
of five dollars before he is eligible to apply for a loan.
This restriction is legil but of rather doubtful value because
a member may be in great need of credit and be denied loan

service through inability to meet the requirement.,
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The eredit committee may feel somewhat prejudiced against
the person who refuses or neglects to join the credit union
until he needs & loan, Credit should not be denied on this
basis alone,

Unfortunately there are certain individuals for whom
eredit seems to hold a peculiar and permanent taacinatidn.
They develop a chronic habit of being in debt continuously,
much to the detriment of their own personal welfare., The
purpose of the eredit union is to improve the financial condition
of the members and there is concern about the member who need-
lessly continues in debt. Every effort is made to help the
chronic borrower mend his ways, plan his finaneial future,

and live within his income.

E. Leans to Credit Union Officials

The Federal Credit Union Act and the by-laws remove
certain temptations by prohibiting loans to members of board
of directors, the supervisory committee, and the credit
committee in excess of their shareholdings. The law and the
by~laws in this regard are strictly observed.

These restrictions on borrowing are found in Section 7
(5) of the Federal Credit Union Act and Article XII, Section 3,
of the by-laws,

Fo Loans to Members Who Have Left the Field of Membership
Members who have left the field of membership covered

by this credit union are not granted loans in excess of their
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shareholdings. This is a sound rule. When the bond of

association which ties people together is broken the
difficulties and inconveniences of investigation and

collection are greatly increased,



V. PURPOSE OF LOAN

The e¢redit union by-laws require the credit committee to
determine whether or not the loan sought is for a provident
or protective purpose. The credit union here is in a unique
position, for unlike ecredit committees of most financial
ingtitutions, the committee is as much concerned over the
applicant's welfare as over the welfare of the lending
organization, ‘It is not enough for a loan to be safe. It
must be for a .Worthwhile deserving purpose that will prove
htlpful to the borrower. A summary of purposes for which
VARO Credit Union loans have been made is given in Tablel,

There will always be emergencies. Unfortunately circum-
stances wuch as accidents, illness, or d eath as well as
carelessness or poor management may make a thrifty saver a
needy borrower overnight, O0ften consolidation of debts is
an emergency, especially if the member's creditors are pressing
him too clo;.ly. On the other hand, many loans effectively
increase the borrower's income because of the substantial
saving through cash purchasing as well as the resultant lower
interest costs,

The credit committee keeps in mind these factors and is
usually able to decide whether the loan will be beneficial
or helpful to the borrower,



Table ke

VARO CREDIT UNION LOANS

Percentage
Purpose of Loan of
Total Loans
House Purnishings | 49
Bleectrie Applicances 21
Pay outstanding Bills 14
Doctor Bills 11
Loans for Closing Costs on Hon? L
Automobiles,
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A. Refinancing Loans

There are numerous reasonsa why borrowers occasionally
desire to refinance their loans. The reasons may be entirely
legitimate such as the purchase of new household fumiture,
the expense of unexpected illness, or other reasons difficult
to anticipate at the time the loan was originally made., The
request for refinancing may also be due to the improvidence
of the borrower who has spent his income unwisely or has ine
curred additional debts which make him unable to make his loan
payments. Sometimes the borrower's affairs may not have been
properly adjusted at the time the loan was made.

Refinancing is a method to adjust these difficulties so
the loan can be kept in current condition., The ¢redit committee
watches very carefully to keep mistakes of this nature at a
minimua,.

B. Falsifying the Purpose of the loan

The eredit committee is genuinely concerned when a
member falsifies the real purpose of the loan on his loan
application. Such cases are carefully studied and when neces-
sary, proper disciplinary action is taken.

The credit committee tries to gain the confidence of
¢redit union members and keep from acquiring a reputation for

being too severe toward persons somewhat improvident. The

eredit committee also tries to be thorough in investigating

the loan application so members will not be tempted to falsify
the.real purpose of the loan.
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C. Zailor-Made Credit

Loans must be tailor-made and fit the borrower so he
can carry thé loan comfortably, and without difficulty.
This means that the credit committee must be fully informed
45 to the applicant's obligations, income, and expenses.
Extending ecredit without sufficient information or adequate
analysis usually bringiwauch grief during the life of the loan.
Regardless of security or character, a loan for an amount or
on terms that the borrower can not repay is certainly headed
for difficulty.

Some of the important factors deserving consideration in

ascertaining the amount, termsy and condition of the loan,

will be discussed below.

1. Amount of Loan

This credit union makes unsecured loans up to $50
and loans secured by coe-signers to $300., It is also possible
to finance automobiles through the credit union after the usual
one third down payment is made., When buyingu§ars, an excess
of $300 is heoded but these automobile loans are secured by
a deed of trust or chattel mortgage on the car, The automobile
munt'bé fully covered by insurance, The credit union complies
‘with local laws as to obtaining and recording liens., The
common practice 1s to hold the title of the car until pyament

is aaciafied. The size of loans members may secure has grown
with the credit union,
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2, Ierms of Repayments ;

Repayment of loans may be made ovef a period of two
years is desired. The repayment schedule of the loan corres-
ponds with the borrower's anticipated income and his hbility
to pay. Loan installments, plus interest, are payable semi=-
monthly or monthly, beginning with the first payday following
the granting of the loan.

This credit union does not engage in any payroll déduc-
tion plan,

a. The Extension Agreement

; Unfortunate circumstances such as sickness,
accidents, death or others beyond the borrower's control may
prevent him from living up to the agreed terms of his loan.

In such cases, when necessary and advisable the borrower may
apply for an extension of the terms of repayment on a basis he
can meet, The Form FCU 115 illustrated in Figure 10 is a copy
of the Extension Agreement used by the eredit union,

When the form for extension is executed by the borrower
and approved by the co-makers and the credit committee, the
original-éepaymnnt terms of the loan are automaticelly revised
to conform with those approved in the'cx&gntion_égroomont.

In receiving a request for an extension thé credit committee
applies the same tests it did on the original loan.

If the board of directors is attcmpting to enforce

collection the credit committee may not act on any request
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Figure 10,
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for extension unless the board relinquishes its jurisdiction
to the credit committee.

b. Savings as the Loan is Repaid
One of the principle purposes of the ecredit

union is to help members get out of debt and improve their
finencial condition so they may enjoy a better standard of
living. A borrowing member is not benefited to the fullest
degree unless he also accumulates some savings during the
lifetime of the loan. Various ecircumstances may limit the
amount of savings a borrower can make, but without a steady
growing share account the borrower will never gain a regular
habit of thrift or feel a part of the credit union. This is

not required but is encouraged.
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VI. SECURITY

The additional signature of two co-makers on the note
constitutes adequate security for a loan, The credit-committec
makes the same credit analysis of the co-maker's financial con-
dition that it does of the borrower. The co-makers have full
responsibility to pay the loan in case the borrower defaults,
Co-makers have to be in the field of membership of the cradit

union., Members in the same families can not be coemakers.

The eredit commit%ee watches closely the "you sign
for me and I'1l sign for you® lb)praposition. This consists
of two or three loan applicants agreeing to act as co-makers
for one another. The arrangement above constitutes the "Merry-
go-round” of eredit responsibility., In this credit union at
least one co-maker who is not a member of the reciprocal plan

is necessary.

2. QOfficials as Co-makers
3ection 7 (5) of the Federal Credit Union Act and

Artiele XII, Section 3, of the by-laws, prohibits directors,
supervisory committee members, and credit committee members

to act as co-makers for any amount., It is the sound purpose
to keep such officials entirely free from contingent liability
to the credit union so that they may perform their duties

13) and 1L) Credit Committee Handbook p. 21
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without restriction or temptation arising from personal

financial obligations,

3. Limiting Co-nakers Lisbility

The amount of cohtingont liability any one member
may have in the VARO Credit Union is $900. The eredit committee
does not permit members to assume contingent liabllity as co-
makers beyond any reasonable capacity to repay. This committee
has a definite responsibility to restrain certain members who
have a weakness for signing from becoming everybody's co-maker.
These friendly souls who will sign for anybody are a detriment
to the credit union as well as to themselves., Well meaning as
such individuals are, unless their signature brings something
in the way of security to the credit union, such loans are
not regarded as adequate security. In approving co-maker
loans, the credit committee carefully analyzes the contingent
liability of both maker and co-maker,

B. Personal Property

The only personal property that can be used for security
on loans is automobiles. This is done when new care are

purchased. After the customary one third down payment is
made, the credit union will finance the balance due on the

car. The credit union holds the chattel lean on the car
until the amount due is required to furnish appropriate
insurance on the automobile with a loss payable clause in

favor of the credit union,






The Veterans Administration Regional Office Credit
Union, located in Roanoke, Virginia, is a cooperative
association, organigzed to promote thrift among its members
and to accumulate a fund from these savings to make needed
loans to members for useful purposes, at reasonable interest
rates. It is chartered and supervised by the Federal Govern-
ment through the Bureau of Federal Credit Unions.

Membership is limited to those who work in the Regional
Office. Control and management are in the hands of the
members, HBach member present at annual or special meetings
has one vote., lembers elect directors and committeemen,
exercise democratic control over the c¢redit union's activities,

and receives reports each year from the Board of Directors,
Committees, and administrative officers. Only members may

borrow from the credit union,
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The VARO Credit Union states its interest rate as a
percentage of the amount each month on the unpaid balance
of the loan, The rate is one percent per month on the un-
paid balance on loans up to $500 and three-fourths of one
percent per month on the unpaid balance on loamns of $500 or
more. At one percent per month on the unpaid balance, the
true annual interest rate is twelve percent, The credit
union charges interest only for the period the borrower has
money. If he signs a note to repay in six months and is
able to wipe the slate clean in four months, he pays interest
only for four months, Beyond the stated interest there can
be no other fees except a nominal penalty for delay in meeting
the scheduled payments. The penalty may be wavered if the
member offers a valid reason for being late. Twelve percent
interest looks high at first glance, but let us look at what
can happen,

Licensed small loan companies or personal finance companies
are now the largest dispensers of cash eredit to customers,
The Uniform Small Loan Laws restrict their loans to §$300,

The interest charged may be two and one half, three or three
and one half percent per month on the unpaid balance, depending
on the state. At three percent & month on the unpaid balance,
however, the actual rate of interest is thirty-six percent a

15)

year.

15)  Pratber; Money and Danking, pp. Ol8=621
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Industrial banks are another source of small loans,
The "Morris Plan Banks"™ are the best known and largest of
this group., Loans vary in size from $100 all the way to
$5,000. Industrial bank loans are generally quoted at six
or seven percent, Actually it is six or seven percent dis-

count; that is, interest is deducted in advance. The bank

also deducts a two percent fee or commission for making the
loan., On a $100 loan then, the borrower gets only $92. At
two dollars per week he repays the amount he actually receives
in forty-six weeks. DBut he has to keep paying for fifty weeks
to repay the fado value of the note. 3ince the six percent
has to be figured on a constantly diminishing unpaid balance,
the interest rate is actually over seventeen percent a year, 16)
Life insurance is another possibility. On ordinary life
insurance the policy holder may borrow sums limited by the
amount of the company's reserve he has helped to build with
his premium payments., He is therefore borrowing his own
money, 17 |
The most ancient lineage in the loan business goes with
the insignia of the three balls., The pawn broker is half
merchant, half lender. Interesﬁ rates vary from twelve to
120 percent per yoa}. 18)
18] Prather - Money and Banking, ppe OLo=018

17) Huebner - Life Insurance, pp. 327-335
18) Prather - Money and Banking, pp. 614-615
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The Governors Committee in Massachusetts checked on
"6" percent rates in the installment buying. In 105 cases

in which "6 percent" was quoted, here are what the rates

actually came tos 19)

1 case came to 6 percent

6 cases were actually between 7 and 10 percent

61 cases amounted to between 1l and 20 percent

19 cases were between 21 and 30 percent

10 cases were really rates of between 31 and 100 percent

8 cases were between 101 and 679 percent,

 The State Legislative Committee of Wisconsin investigated

automobile eredit there, They found that although most automo-
bile purchasers thought they were paying between eight and
twelve percent for credit, they were actually paying between
seventeen and forty percent, with many transactions even higher,

Commercial banks are another source of credit for the
consumer to consider, .Tho usual rate at which consumer loans
are discounted by banks is five or six percent. That means
that the interest charged is much the same as the one percent
per month on unpaid balances which the eredit union charges,
Uther charges besides interest or discount rates may be made,
but they are not usually excessive., The bank may require life

insurance by the borrower for the maount and term of the loan,
and it may impose late charges for failure to pay an installment

19) 10 eio;o;upi of Consumer Gredit - Gireular 25, OCt. 1940
PPs /=
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on time. But generally speaking the accusation of "hidden

charges™ which increase the cost of the loan is not made
against the commercial banks. 20)

After this investigation it may be noted that interest
of one percent per month on the unpaid balance charged by
this Credit Union is indeed not as unreasonable as it sounds.

Members find the eredit union economical when borrowing
money. A member can get a loan at a lower rate of interest
than he will find at almost any other source.

The VARO promotes thrift among the employees of the
Regional Office. The eredit union office is handy to the
worker on pay day. 7The money saved with the credit union has
earned six porccnt dividends which are well above what any
savings bank will pay as interest. The members themselves
decide what dividend rate to declare after they hear the
treasurer's report and recommendations of its board of directors,

Table 5 illustrates the fact that the VARO has enjoyed

rapid growth during the three years of its existence. The
drop in membership recorded for December 1949 was due to
transfers from the office. From May 1947 to December 1949 this
erodie‘union served its members well by making a total of 479
loans amount to $52,149.50.

The eredit union earnings inereased with its growth, In
1947 the eredit union earned $126.60., In 1948 the earnings
20) Prather - loney and bBanking = p. L20
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Table 5.

Growth of the VARO Credit Union

Members
Date Members | Holding Loans Capital
—fl02nS |
December 1947 202 20 $ 4,123.25 | § 4,091.49
December 1948 290 98 $ 7,270.,00 | § 7,810.17
December 1949| 235 124  1613;855420 | $16,184,.61
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were $518.,13 and in 1949 the earnings were $1.046.96 for
the year.

The above figures prove the e¢redit union to be doing a
wonderful job for its members.

There is one thing at fault with this c¢redit union but
I understand it is to be corrected in the near future. The
treasurer has too mu@h work designated to her, It is my op=
inion that a c¢lerk should be added to the staflf of officers
to relieve the treasurer of some of her work., The treasurer
should also be compensated regularly for her outstauding
efforts.
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FOREWORD

This circular contains the provisions of the Federal Credit Union
Act, as amended to June 15, 1940, set forth in accordance with the
codification thereof in Chapter 14 of Title 12 of the United States
Code and supplements thereto.

In the left margin of this circular, opposite each section, is printed
the section number of such provision in Title 12 of the Code. In the
right margin is printed the number of the section of the Federal Credit
Union Act, as amended, of which the provision is a part. At the end
of each section is a parenthetical reference to the act of Congress
from which the provisions were derived and to any subsequent
amendatory acts.

The symbol “12 U. S. C.” refers to Title 12 of the United States
Code. The symbol “F. C. U. Act” refers to the Federal Credit Union
Act, as amended.

(§34)

[

12U.8.C:

§ 1751

§ 1753

CHAPTER 14.—FEDERAL CREDIT
UNIONS

Citation of chapter.—This chapter may be cited
as the “Federal Credit Union Act.” (June 26, 1934,
c. 750, § 1, 48 Stat. 1216.)

Act of June 26, 1934, cited to the text was entitled “An Act to establish a
Federal Credit Union System, to establish a further market for securities of
the United States and to make more available to people of small means
credit for provident purposes through a national system of cooperative credit,
thereby helping tostabilize the credit structure of the United States.”

Definitions.—A Federal credit union is hereby
defined as a cooperative association organized in
accordance with the provisions of this chapter for
the purpose of promoting thrift among its members
and creating a source of credit for provident or pro-
ductive purposes. When used in this chapter the
term ‘“‘Administration” means Farm Credit Ad-
ministration, and the term ‘“Governor’ means the
Governor thereof. (June 26, 1934, c. 750, § 2, 48
Stat. 1216.)

Federal credit union organization.—Any seven
or more natural persons who desire to form a
Federal credit union shall subseribe before some
officer competent to administer oaths an organiza-
tion certificate in duplicate which shall specifically
state—

(1) The name of the association.

(2) The location of the proposed Federal credit
union and the territory in which it will operate.

(3) The names and addresses of the subseribers
to the certificate and the number of shares sub-
seribed by each.

(4) The par value of the shares, which shall be
$5 each.

(56) The proposed field of membership, specified
in detail.

(6) The term of the existence of the corpora-
tion, which may be perpetual.

(7) The fact that the certificate is made to en-
able such persons to avail themselves of the advan-
tages of this chapter.

(1)

F, C. U, Act

§1

§ 2

§3
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FEDERAL CREDIT UNIONS

Such organization certificate may also contain
any provisions approved by the Governor for the
management of the business of the association and
for the conduct of its affairs and relative to the
powers of its directors, officers, or stockholders.
(June 26, 1934, c. 750, § 3, 48 Stat. 1217.)

Act of December 6, 1937, c. 3, § 5, 51 Stat. 5,29 U. 8. C. § 1583, provided as
follows: “Provision by an employer of facilities for the operations of a Federal
Credit Union on the premises of such employer shall not be deemed to be in-
timidation, coercion, interference, restraint or discrimination within the pro-

visions of sections 7 and 8 of the National Labor Relations Act, approved
July 5, 1935, or acts amendatory thereof.”

Approval of organization certificate.—Any such
organization certificate shall be presented to the
Governor for approval. Upon such approval the
Federal credit union shall be a body corporate and
as such, subject to the limitations herein contained,
shall be vested with all of the powers and charged
with all the liabilities conferred and imposed by
this chapter upon corporations organized hereunder.
Before any organizat.on certificate is approved an
appropriate investigation shall be made for the
purpose of determining (1) whether the organiza-
tion certificate conforms to the provisions of this
chapter; (2) the general character and fitness of
the subscribers thereto; and (3) the economic
advisability of establishing the proposed Federal
credit union. Upon approval of such organization
certificate by the Governor it shall be the charter of
the corporation and one of the originals thereof
shall be delivered to the corporation after the pay-
ment of the fee required therefor. (June 26, 1934,
c. 750, § 4, 48 Stat. 1217.)

Fees.—For the purpose of paying the costs inci-
dent to the ascertainment of whether an organiza-
tion certificate should be approved the subscribers to
any such certificate shall pay, at the time of filing
their organization certificate, the amount prescribed
by the Governor, which shall not exceed $20 in any
case; and on the approval of any organization cer-
tificate they shall also pay a fee of $5. During
December of each calendar year each Federal credit
union shall pay to the Administration a fee of not

F.C.U. Act

§ 4

§ 5

12U.B.C,
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to exceed $10, to be fixed by the Governor, for the
cost of supervision: Provided, however, That no
such annual fee shall be payable by such an organi-
zation for the fractional part of the first calendar
year during which it is formed. All such fees shall
be deposited with the Treasurer of the United States
for the account of the Administration and may be
expended by the Governor for such administrative
and other expenses incurred in carrying out the
provisions hereof as he may determine to be proper,
the purpose of such fees being to defray, as far as
practicable, the administrative and supervisory
costs incident to the carrying out of this chapter.
(June 26, 1934, c. 750, § 5, 48 Stat. 1217.)

Reports and examinations.—Federal credit
unions shall be under the supervision of the Gover-
nor, and shall make such financial reports to him
(at least annually) as he may require. Each Fed-
eral eredit union shall be subject to examination by,
and for this purpose shall make its books and rec-
ords accessible to, any person designated by the
Governor. The Governor shall fix a scale of exami-
nation fees to be paid by Federal credit unions,
giving due consideration to the time and expense
incident to such examinations, and to the ability of
Federal credit unions to pay such fees, which fees
shall be assessed against and paid by each Federal
credit union promptly after the completion of such
examination. Examination fees collected under the
provisions of this section shall be deposited to the
credit of the special fund created by section 1755
hereof, and shall be available for the purposes
specified in said section 1755. (June 26, 1934, c.
750, § 6, 48 Stat. 1218; Dec. 6, 1937, c. 3, § 1, 51
Stat. 4.)

Powers.—A Federal credit union shall have st2-
cession in its corporate name during its existence
and shall have power—

(1) To make contracts.

(2) To sue and be sued.

3

F.C.U. Act

§6

§7




12U0.8.C.

§ 1757

FEDERAL CREPIT UNIONS

(3) To adopt and use a common seal and alter
the same at pleasure.

(4) To purchase, hold, and dispose of property
necessary and incidental to its operations.

(5) To make loans with maturities not exceed-
ing two years to its members for provident or pro-
ductive purposes upon such terms and conditions as
this chapter and the bylaws provide and as the
credit committee may approve, at rates of interest
not, exceeding 1 per centum per month on unpaid
balances (inclusive of all charges incident to mak-
ing the loan): Provided, That no loans to a director,
officer, or member of a committee shall exceed the
amount of his holdings in the Federal credit union
as represented by shares thereof. No director, offi-
cer, or committee member shall endorse for bor-
rowers. A borrower may repay his loan, prior to
maturity, in whole or in part on any business day.

(6) To receive from its members payments on
shares.

(7) To invest its funds (a) in loans exclusively
to members; (b) in obligations of the United States
of America, or securities fully guaranteed as to
principal and interest thereby; (¢) in accordance
with rules and regulations prescribed by the Gov-
ernor, in loans to other credit unions in the total
amount not exceeding 25 per centum of its paid-in
and unimpaired capital and surplus; (d) and in
shares or accounts of Federal savings and loan
associations.

(8) To make deposits in national banks and in
State banks, trust companies, and mutual savings
banks operating in accordance with the laws of

F.C.U. Act

§ 7

the State in which the Federal credit union does -

business.

(9) To borrow (from any source) in an aggre-
gate amount not exceeding 50 per centum of its
paid-in and unimpaired capital and surplus: Pro-
vided, That any Federal credit union may discount
with or sell to any Federal intermediate credit bank
any eligible obligations up to the amount of its
paid-in and unimpaired capital, subject to such

12U.8.C.
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rules and regulations as may be prescribed by the
Governor.

(10) To fine members, in accordance with the by-
laws, for failure to meet promptly their obligations
to the Federal credit union.

(11) To impress and enforce a lien upon the
shares and dividends of any member, to the extent
of any loan made to him and any dues or fines
payable by him.

(12) To exercise such incidental powers as shall

* be necessary or requisite to enable it to carry on

§ 1758

§ 1759

§ 1760

effectively the business for which it is incorporated.
(June 26, 1934, c. 750, § 7, 48 Stat. 1218; Dec. 6,
1937, ¢. 3, § 2, 51 Stat. 4.)

Bylaws.—In order to simplify the organization
of Federal credit unions the Governor shall, on June
26, 1934, cause to be prepared a form of organiza-
tion certificate and a form of bylaws, consistent
with this chapter, which shall be used by Federal
credit union incorporators, and shall be supplied to
them on request. At the time of presenting the
organization certificate the incorporators shall also
submit proposed bylaws to the Governor for his
approval. (June 26, 1934, c. 750, § 8, 48 Stat. 1219.)

Membership.—Federal credit union membership
shall consist of the ineorporators and such other
persons and incorporated and unincorporated or-
ganizations, to the extent permitted by rules and
regulations prescribed by the Governor, as may be
elected to membership and as shall, each, subscribe
to at least one share of its stock and pay the initial
installment thereon and the entrance fee; except
that Federal credit union membership shall be lim-
ited to groups having a common bond of occupa-
tion, or association, or to groups within a well-
defined neighborhood, community, or rural district.
(June 26, 1934, c. 750, § 9, 48 Stat. 1219.)

Members’ meetings.—The fiscal year of all Fed-
eral credit unions shall end December 31. The an-

5

F.C. U. Act

§8

§9

§ 10
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nual meeting of each Federal credit union shall be
held at such time during the month of the following
January and at such place as its bylaws shall pre-
scribe. Special meetings may be held in the man-
ner indicated in the bylaws. No member shall be
entitled to vote by proxy, but a member other than a
natural person may vote through an agent desig-
nated for the purpose. Irrespective of the number
of shares held by him, no member shall have more

F.C.U. Act

than one vote. (June 26, 1934, c. 750, § 10, 48 Stat.

1219.)

Management—(a) Generally.—The business af-
fairs of a Federal credit union shall be managed by
a board of not less than five directors, a credit com-
mittee of not less than three members, and a super-
visory committee of three members (a majority of
whom shall not be directors) all to be elected by the
members (and from their number) at their annual
meeting, and to hold office for such terms, respec-
tively, as the bylaws may provide. A record of the
names and addresses of the members of the board
and committees and officers shall be filed with the
Administration within ten days after their election.
No member of the board or of either committee
shall, as such be compensated.

(b) Officers.—At their first meeting after the an-

§ 11

nual meeting of the members, the directors shall .

elect from their number a president, a vice presi-
dent, a clerk, and a treasurer, who shall be the execu-
tive officers of the corporation and may be compen-
sated for their services to such extent as the bylaws
may provide. The offices of clerk and treasurer
may be held by the same person. The duties of the
officers shall be as determined by the bylaws, except
that the treasurer shall be the general manager of
the corporation. Before the treasurer shall enter
upon his duties he shall give bond with good and
sufficient surety, in an amount and character to be
determined from time to time by the board of di-
rectors, conditioned upon the faithful performance
of his trust.
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(¢) Directors.—The board of directors shall meet
at least once a month and shall have the general
direction and control of the affairs of the corpo-
ration. Minutes of all such meetings shall be kept.
Among other things they shall act upon applica-
tions for membership; fix the amount and char-
acter of the surety bond required of any officer
having custody of funds; recommend the declara-
tion of dividends; fill vacancies in the board and
in the credit committee until successors elected at
the next annual meeting have qualified; have
charge of investments other than loans to mem-
berg; determine from time to time the maximum
number of shares that may be held by any indi-
vidual; and, subject to the limitations of this chap-
ter, determine the interest rates on loans and the
maximum amount that may be loaned with or
without security to any member.

(d) Credit committee.—The credit committee
shall hold such meetings as the business of the Fed-
eral credit union may require and not less fre-
quently than once a month (of which meetings
due notice shall be given to members of the com-
mittee by the treasurer) to consider applications
for loans. No loan shall be made unless approved
by a majority of the entire committee and by all
of the members of the committee who are present
at the meeting at which the application is con-
sidered. Applications for loans shall be made on
forms prepared by such committee, which shall set
forth the purpose for which the loan is desired, the
security, if any, and such other data as may be
required. No loan in excess of $100 shall be made
without adequate security and no loan shall be
made to any member in excess of $200 or 10 per
centum of the Federal credit union’s paid-in and
unimpaired capital and surplus, whichever is

F.C. U. Act
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greater. For the purposes of this subdivision an

assignment of shares or the endorsement of a note
shall be deemed security. '

(e) Supervisory committee.—The supervisory
committee shall make, at least quarterly, an ex-
amination of the affairs of the Federal credit union,
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including an audit of its books; shall make an
annual audit and a report to be submitted at the
annual meeting of the corporation; and, by a
unanimous vote, may suspend any officer of the
corporation, or any member of the credit com-
mittee or of the board of directors until the next
members’ meeting, which said meeting, however,
shall be held within seven days of said suspension
and at which meeting said suspension shall be acted
upon by the members; and, by a majority vote, may
call a special meeting of,the shareholders to con-
sider any violation of this chapter, the charter, or
of the bylaws, or any practice of the corporation
deemed by the committee to be unsafe or unau-
thorized. The said committee shall fill vacancies
in its own membership until successors to be
elected at the next annual meeting have qualified.
The supervisory committee shall cause the pass-
books and accounts of the members to be verified
with the records of the treasurer from time to time
and not less frequently than once every two years.
(June 26, 1934, c. 750, § 11, 48 Stat. 1219; June
15, 1940, c. 366, 54 Stat. 398.)

Reserves.—All entrance fees and fines provided
by the bylaws and 20 per centum of the net earnings
of each year, before the declaration of any divi-
dends, shall be set aside, subject to terms and condi-
tions specified in the bylaws, as a reserve fund
against possible bad loans. (June 26, 1934, ¢c. 750,
§ 12, 48 Stat. 1221.)

Dividends.—At the annual meeting a dividend
may be declared from the remaining net earnings on
recommendation of the board of directors, which
dividend shall be paid on all paid-up shares out-
standing at the end of the preceding fiscal year.
Shares which become fully paid up during such year

F.C.U. Act 12U.8.C.
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shall be entitled to a proportional part of said divi-

dend calculated from the 1st day of the month fol-
lowing such payment in full. (June 26, 1934, c. 750,
§ 13, 48 Stat. 1221.)

FEDERAL CREDIT UNIONS

Expulsion and withdrawal.—A member may be
expelled by a two-thirds vote of the members of a
Federal credit union present at a special meeting
called for the purpose, but only after an opportunity
has been given him to be heard. Withdrawal or
expulsion of a member shall not operate to relieve
him from liability to the Federal credit union. The
amount to be paid a withdrawing or expelled mem-
ber by a Federal credit union shall be determined
and paid in the manner specified in the bylaws.
(June 26, 1934, c. 750, § 14, 48 Stat. 1221.)

Minors.—Shares may be issued in the name of a
minor or in trust, subject to such conditions as may
be prescribed by the bylaws. The name of the bene-
ficiary shall be disclosed to the Federal credit union.
(June 26, 1934, c. 750, § 15, 48 Stat. 1221.)

Certain powers of Governor.—(a) The Gov-
ernor may prescribe rules and regulations for the
administration of this chapter (including, but not
by way of limitation, the merger, consolidation,
and/or dissolution of corporations organized under
this chapter).

(b) The Governor may suspend or revoke the
charter of any Federal credit union upon his finding
that the organization is bankrupt or insolvent or
has violated any provisions of its charter, its bylaws,
or of this chapter, or of any regulations issued
thereunder.

(¢) The Governor is hereby authorized and em-
powered to execute any and all functions and per-
form any and all duties vested in him hereby,
through such persons as he shall designate or em-
ploy; and he may delegate to any person or persons,
including any institution operating under the gen-
eral supervision of the Administration, the perform-
ance and discharge of any authority, power, or
function vested in him by this chapter.

(d) All books and records of Federal credit
unions shall be kept and reports shall be made in

9
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accordance with forms approved by the Governor.

(e) The Governor is hereby authorized to make
investigations and to conduct researches and studies
of the problems of persons of small means in obtain-
ing credit at reasonable rates of interest, and of the
methods and benefits of cooperative saving and
lending among such persons. He is further author-
ized to make reports of such investigations and to
publish and disseminate the same. (June 26, 1934,
c. 750, § 16, 48 Stat. 1221; Dec. 6, 1937, c. 3, § 3, 51
Stat. 4.)

Fiscal agents and depositeries.—Eaph Federal
credit union organized under this chapter, when

F.C.U. Act
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requested by the Secretary of the Treasury, shall act

as fiscal agent of the United States and shall per-
form such services as the Secretary of the Treasury
may require in connection with the collection of
taxes and other obligations due the United States
and the lending, borrowing, and repayment of
money by the United States, including the issue,
sale, redemption or repurchase of bonds, notes,
Treasury certificates of indebtedness, or other obli-
gations of the United States; and to facilitate such
purposes the Governor shall furnish to the Secre-
tary of the Treasury from time to time the names
and addresses of all Federal credit unions with such
other available information concerning them as may
be requested by the Secretary of the Treasury.
Any Federal credit union organized under this
chapter, when designated for that purpose by the
Secretary of the Treasury, shall be a depository of
public money, except receipts from customs, under
such regulations as may be prescribed by the Secre-
tary of the Treasury. (June 26, 1934, c. 750, § 17,
48 Stat. 1222.) '

Taxation.—The Federal credit unions organized
hereunder, their property, their franchises, capital,
reserves, surpluses, and other funds, and their in-
come shall be exempt from all taxation now or here-
after imposed by the United States or by any State,
Territorial, or local taxing authority; except that
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any real property and any tangible personal prop-
erty of such Federal credit unions shall be subject
to Federal, State, Territorial, and local taxation to
the same extent as other similar property is taxed.
Nothing herein contained shall prevent holdings in
any Federal credit union organized hereunder from
being included in the valuation of the personal
property of the owners or holders thereof in assess-
ing taxes imposed by authority of the State or po-
litical subdivision thereof in which the Federal
credit union is located: Provided, however, That the
duty or burden of collecting or enforcing the pay-
ment of such tax shall not be imposed upon any
such Federal credit union and the tax shall not ex-
ceed the rate of taxes imposed upon holdings in do-
mestic eredit unions. (June 26, 1934, c. 750, § 18,
48 Stat. 1222; Dec. 6, 1937, c. 3, § 4, 51 Stat, 4.)

Appropriation for administration.—Not to ex-
ceed $50,000 of the fund available to the Governor
under section 1404 of this title, for expenses of ad-
ministration in connection with loans made there-
under to aid in the establishment of agricultural
credit corporations, is hereby made available also
for administrative expenses in administering this
chapter. (June 26, 1934, c. 750, § 19, 48 Stat.
1222.)

Separability of provisions; right to alter, amend,
or repeal chapter.—(a) If any provision of this
chapter, or the application thereof to any person
or circumstance, is held invalid, the remainder of
the chapter, and the application of such provisions
to other persons or circumstances, shall not be
affected thereby.

(b) The right to alter, amend, or repeal this
chapter or any part thereof, or any charter issued
pursuant to the provisions of this chapter, is ex-
pressly reserved. (June 26, 1934, c. 750, § 20,
48 Stat. 1222.)

11
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Allotment of space in Federal buildin.gs.—Upon
application by any credit union. orgfa,mzed uI}der
State law or by any Federal credit union organized
in accordance with the terms of this chap.ter, the
membership of which is composed exc%uswel.y' of
Federal employees and members of their families,
which application shall be addressed to .the ofﬁcelll' or
agency of the United States char_gefi Wlt:h the allot-
ment of space in the Federal bu}ldmgs in the? com-
munity or district in which said credit union or
Federal credit union does businefss, such officer or
agency may in his or its discretlon_allot space to
such credit union if space is available Wltho_ut
charge for rent or services. (June 26, 1934, c. 750,
§ 21; July 9, 1937, c. 471, 50 Stat. 487.)

12
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[PuBLic Law 574—79tHE CONGRESS]
[CHAPTER 711—2D SESSION]
[H. R. 6372]

AN ACT
To amend the Federal Credit Union Act.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That the Federal
Credit Union Act, as amended, is hereby further amended as follows:
Paragraph (5) of section 7 is amended by adding at the end thereof
the following: “The taking, receiving, reserving, or charging a rate
of interest greater than is allowed by this subsection, when knowingly
done, shall be deemed a forfeiture of the entire interest which the note,
bill, or other evidence of debt carries with it, or which has been agreed
to be paid thereon. In case the greater rate of interest has been paid
the person by whom it has been paid, or his legal representatives, may
recover back, in an action in the nature of an action of debt, the entire
amount of interest thus paid from the credit union taking or receiving
the same: Provided, That such action is commenced within two years
from the time the usurious transaction occurred.”

Sec. 2. Section 9 of such Act is amended by adding at the end
thereof the following:

“Shares may be issued in joint tenancy with right of survivorship’

with any person designated by the credit union member, but no joint
tenant shall be permitted to vote, obtain loans, or hold office, unless he
is within the field of membership and is a qualified member.”

Sec. 3. Subsection (c¢) of section 11 of such Act is amended by
striking out. the clause “fix the amount and character of the surety
bond required of any officer having custody of funds” and inserting
in lieu thereof the following: “require any officer or employee having
custody of or handling funds to give bond with good and sufficient
surety in an amount and character to be determined, from time to
time, by the board and authorize the payment of the premium or
premiums therefor from the funds of the Federal credit union”.

Skec. 4. Subsection (d) of section 11 of such Act is amended by
striking .out in the first sentence thereof the following: “(by the
treasurer)”.

Sec. 5. The fourth sentence of subsection (d) of section 11 of
such Act is amended to read as follows: “No loan shall be made
to any member which shall cause such member to become indebted
to the Federal credit union in the aggregate, upon loans made to
such member, in excess of $200 or 10 per centum of the Federal
credit union’s paid-in and unimpaired capital and surplus, which-
ever is greater, or in excess of $300 unless such excess over $300 is
adequately secured:”
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Sec. 6. Subsection (e) of section 11 of such Act is amended by
adding at the end thereof the following:

“As used in this subsection the term ‘passbook’ shall include any
book, statement of account, or other record approved by the Governor
for use by Federal credit unions.”

Sec. 7. At the end of such Act a new section is added as follows:

“Skc. 22. The provisions of this Act shall be extended to and
include the Panama Canal Zone.”

Skc. 8. Subsection (b) of section 16 of such Act is amended to
read as follows:

“(b) (1) The Governor may suspend or revoke the charter of
any Federal credit union, or p?ace the same in involuntary liquida-
tion and appoint a liquidating agent therefor, upon his finding that
the organization is bankrupt or insolvent or has violated any pro-
visions of its charter, its bylaws, or of this chapter, or of any
regulations issued thereunder.

“(2) The Governor, through such persons as he shall designate,
m? examine any Federal credit union in voluntary liquidation
and, upon his finding that such voluntary liquidation” is not being
conducted in an orderly or efficient manner or in the best interests
of its members, may terminate such voluntary liquidation and place
such organization in involuntary liquidation and appoint a
liquidating agent therefor.

“(3) Such liquidating agent shall have power and authority, subject
to the control and supervision of the Governor and under such rules
and regulations as the Governor may prescribe, (i) to receive and take
possession of the books, records, assets, and property of every deserip-

“tion of the Federal credit union in liquidation, to sell, enforce collection
of, and liquidate all such assets and property, to compound all bad
or doubtful debts, and to sue in his own name or in the name of the
Federal credit union in liquidation, and defend such actions as ‘may
be brought against him as liquidating agent or against the Federal
cerdit union; (ii) to receive, examine, and pass upon all claims against
the Federal credit union in liquidation, including claims of members
on shares; (iii) to make distribution and payment to creditors and
members as their interests may appear; and (iv) to execute such docu-
ments and papers and to do such other acts an things which he may
deem necessary or desirable to discharge his duties hereunder.

“(4) Subject to the control and supervision of the Governor and
under such rules and regulations as the Governor may prescribe, the
liquidating agent of a Federal credit union in involuntary liquidation

:shall (i) cause notice to be given to creditors and members to present
their claims and make legal proof thereof, which notice shall be pub-
lished once a week in each of three successive weeks in a newspaper of
general circulation in each county in which the Federal credit union
in liquidation maintained an office or branch for the transaction of
business on the date it ceased unrestricted operations: Provided, That
whenever the aggregate book value of the assets and property of a
Federal credit union in involuntary liquidation is less than $1,000,
unless the Governor shall find that its books and records do not contain
a true and accurate record of its liabilities, he shall declare such Fed-
eral credit union in liquidation to be a ‘no publication’ liquidation, and

3 (PUB. LAWw 574.]

publication of notice to creditors and members shall not be required in
such case; (ii) from time to time, make a ratable dividend on all such
claims as may have been proved to his satisfaction or adjudicated in
a court of competent jurisdiction and, after the assets of such organ-
ization have been liquidated, shall make further dividends on all claims
previously proved or adjudicated; and the liquidating agent may
accept in lieu of a formal proof of claim on behalf of any creditor or
niember the statement of any amount due to such creditor or member
as shown on the books and records of the credit union: Provided, That
all claims not filed before payment of the final dividend shall be barred
and claims rejected or disallowed by the liquidating agent shall be
likewise barred unless suit be instituted thereon within three months
after notice of rejection or disallowance; (iii) in a ‘no publication’
liquidation, determine from all sources available to him, and within
the limits of available funds of the Federal credit union, the amounts
due to creditors and members, and after sixty days shall have elapsed
from the date of his appointment, shall distribute the funds of the
Federal credit union to creditors and members ratably and as their
interests may appear. 1 ]

“(5) Upon certification by the liquidating agent in the case of an
involuntary liquidation, and upon such proof as shall be satisfactory
to the Governor in the case of a voluntary liquidation, that distribu-
tion has been made and that liquidation has been completed, as
provided herein, the Governor shall cancel the charter of such
Federal credit union: Provided, That the corporate existence of the
Federal credit union shall continue for a period of three years from
the date of such cancellation of its charter, during which period the
liquidating agent, or his duly appointed successor, or such persons
as the Grovernor shall designate, may act on bghaif ) !
credit union for the purpose of paying, satisfying, and discharging
any existing liabilities or obligations, collecting and distributing its
assets, and doing all other acts required to adjust and wind up its
business and affairs, and it may sue and be sued 1n its corporate name.

“(b) After the expiration of five years from the date of cancella-
tion of the charter of a Federal credit union the Governor may, in
his discretion, destroy any or all books and records of such Federal
credit union in his possession or under his control.”

Approved July 31, 1946.

of the Federal -
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[PuBric Law 813—80TH CONGRESS]
[CrAPTER 711—2D SESSION]
[S. 2225]

AN ACT

To transfer administration of the Federal Credit Union Act to the Federal
Security Agency.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That all functions,
owers, and duties of the Farm Credit Administration and of the
overnor thereof under the Federal Credit Union Act, as amended
U. S. C,, title 12, secs. 1751-1772), together with the functions of the
ecretary of Agriculture with respect thereto, which were transferred
to the Kederal Deposit Insurance Corporation by Reorganization
Plan Numbered 1 of 1947, part IV, section 401, are hereby transferred
to the Federal Security Agency. .

Seo. 2. There is hereby established in the Federal Security Agency
a Bureau of Federal Credit Unions, which shall be under the super-
vision of a Director appointed by the Federal Security Administrator.
The Bureau of Federal Credit Unions and the Director thereof shall
be under the general direction and supervision of the Federal Securit
Administrator. The functions, powers, and duties of the Farm Credit
Administration under the Federal Credit Union Act, as amended,
shall be exercised by the Bureau of Federal Credit Unions. The func-
tions, powers, and duties of the Governor of the Farm Credit Admin-
istration under the Federal Credit Union Act, as amended, shall be
exercised by the Director of the Bureau of Federal Credit Unions.

Sec. 3. There are hereby transferred to the Federal Security
A gency, to be used in the administration of the functions hereby trans-
ferred, (a) all property, including office equipment, transferred to
the Federal Deposit Insurance Corporation pursuant to Executive
Order 9148 of April 27, 1942, and in use on the effective date of this
Act; (b) all property, including office equipment, purchased by the
Corporation for use exclusively in connection with the administra-
tion of the Federal Credit Union Act, as amended, the cost of which
has been charged to such functions and which is in use on the effective
date of this Act; éc) all records and files pertaining exclusively to the
supervision of Federal Credit Unions; and (d) all personnel empltzed
primarily in the administration of the Federal Credit Union Act,
as amended, on the effective date of this Act.

Skoc. 4. All funds allocated, specifically or otherwise, in the budget
of the Federal Deposit Insurance Corporation for the administration
of the Federal Credit Union Act, as amended, during the fiscal year
ending June 30, 1949, which may be unexpended on the effective
date of this Act, shall be transferred by the Corporation to the Federal
Security Agency for use in the administration of the Federal Credit
Union Act, as amended. The Corporation shall be reimbursed for
the funds so transferred and shall also be reimbursed for all other
funds expended by it prior to the effective date of this Act in the
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administration of the Federal Credit Union Act, as amended, in excess
of fees from Federal credit unions received by the Corporation, by
deducting such amounts from the first moneys payable to the Secretary
of the Treasury on account of the retirement of the stock of the Federal
Deposit Insurance Corporation owned by the United States, and the
Corporation shall have a charge on such stock for such amounts.

Skc. 5. This Act shall become effective on the thirtieth day following
the date of enactment.

Approved June 29, 1948.

[PusLic Law 376—81sT CoNGRESS]
[CaAPTER 713—1ST SESSION]
[H. R. 6185]

AN ACT
To amend the Federal Credit Union Act.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That paragraph (5)
of section 7 of the Federal Credit Union Act (12 U. S. C., secs. 1751~
1772) is hereby amended by striking out in the first sentence thereof
“two years” and inserting in lieu thereof “three years”.

Sec. 2. The fourth sentence of subsection (d) of section 11 of the
Federal Credit Union Act is amended by striking out “$300” wherever
it appears in such sentence and inserting in lieu thereof “$400”.

Sec. 3. Section 12 of the Federal %redit Union Act is hereby
amended to read as follows:

“Sec. 12 Reserves.—All entrance fees and fines provided by the
bylaws and 20 per centum of the net earnings of each year, before the
declaration of any dividend, shall be set aside as a regular reserve
against losses on bad loans and such other losses as may be specified
in the bylaws in accordance with regulations prescribed under this
Act: Provided, however, That when the regular reserve thus estab-
lished shall equal 10 per centum of the total amount of members’
shareholdings, no further transfer of net earnings to such regular
reserve shall be required except that such amounts not in excess of
20 per centum of the net earnings as may be needed to maintain this
10 per centum ratio shall be transferred. In addition to such regular
reserve, special reserves to protect the interests of members shall be
established when required (a) by regulation, or (b) in any special
case, when found by the director to be necessary for that purpose.”

Approved October 25, 1949.
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BYLAWS

Federal Credit Union

ARTICLE I
Name—Purposes

Secrion 1. The name of this credit union shall be

Federal Credit Union.”’

Skc. 2. The purpose of this credit union is to pro-
mote thrift among its members, by affording them an
opportunity for accumulating their savings; and to
create for them a source of credit for provident or
productive purposes.

ARTICLE II

Qualifications for Membership

Section 1. The field of membership shall be limited
to those having the following common bond of asso-
ciation, occupation, or residence:

Sec. 2. Each application for membership must be
in writing and must be presented to the board of
directors for action at a regular or special meeting
thereof.

Sec. 3. An applicant shall not be admitted to
membership except by the affirmative vote of a major-
ity of the directors present at the meeting at which
the application is acted upon; and shall not become
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a member or entitled to any of the rights or privileges
of a member until he shall have qualified by paying
an entrance fee of 25 cents and shall have subscribed
for at least one share of this credit union and paid
at least the first installment thercon, as required in
section 1 of article III of these bylaws.

Sec. 4. A member who withdraws all his share-
holdings thereby ceases to be a member.

Sec. 5. Subject to the conditions herein contained,
a member who leaves the field of membership of this
credit union may retain his membership therein but
may not borrow therefrom in excess of his share-
holdings.

ARTICLE III
Capital and Liability

Sectrion 1. The par value of each shatre-shall be $5.
Subscriptions to shares are payable at the time of
subscription, or in equal installments at the rate of
25 cents per month on each share so subscribed; but
on any day when installments are due and payable
any number of installmeats may be paid in advance.

Sec. 2. The maximum amount of shares which
may be held by any one member shall be established
from time to time by resolution of the board of
directors.

Sec. 3. A member failing to pay any installment
on shares when due may be required by the board of
directors to pay a fine amounting to 1 cént per full
week on each $2 or fraction thereof of the installment
or installments in arrears; provided, however, that in no
case shall such fine be less than 5 cents.

Sec. 4. Shares may be transferred only from one
member to another, by written instrument in such
form as the board of directors may prescribe and upon
the payment to this credit union of a fee of 25 cents
for each such transfer.

Sec. 5. Money paid in on shares, or installments
of shares, may be withdrawn as in these bylaws

. provided on any day when payment for shares may be

made; but the board of directors shall have the right,
at any time, to require members to give 60 days,
notice of intention to withdraw the whole or any
part of the amounts so paid in by them; provided, that
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no member may withdraw any shareholdings below
the amount of his total liability to the credit union
as borrower, endorser, comaker, or guarantor without
the written approval of the credit committee.

ARTICLE 1V
Receipting for Money—Passbooks

Secrron 1. Money paid in or paid out on account of
shares, loans, interest, fees, or fines shall be evidenced
by entries in the member’s passbook. Every entry in
the passbook shall identify the person receiving or
paying out, on behalf of this credit union, the money
represented thereby. No money shall be received
from or paid to a member unless the passbook is
presented and the proper entry made therein, except
money received from members under a payroll-deduc-
tion plan or under a machine-Bookkeeping system
approved by the Bureau of Federal Credit Unions,
Federal Security Agency.

Sec. 2. If a passbook is lost or stolen, immediate
notice of such fact must be given to the treasurer,
and written application must be made for the payment
of the amount due the member as represented by said
passbook or for the issuance of a duplicate passbook.
The boatd of directors may require the filing of an
adequate bond to indemnify this credit union against
any loss or losses resulting from the issuance of such
duplicate passbook.

ARTICLE V
Meetings of Members

Section 1. The annual meeting of the members shall
be held during January of each year in the county in
which the office of this credit union is situated, at
such time and place as the board of directors shall
designate.

Sec. 2. At least 7 days before the date of any
annual or special meeting of the members, the clerk
shall cause written notice thereof to be handed to
each member in person, or mailed to each member at
his address as the same appears on the records of this
credit union; provided, however, that any meeting of
the members, whether annual or special, may be held
without prior notice, at any place or time, if all the
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members entitled to vote thereat who are not present
at such meeting shall in writing waive notice thereof,
before, during, or after the meeting.

Sec. 3. Special meetings of the members may be
called by the president (or by the supervisory com-
mittee as in these bylaws provided); and shall be
called by the president on the written request of not
fewer than 10 members.

Sec. 4. The order of business at annual meetings
of members shall be:

(@) Ascertainment that a quorum is present

(&) Reading and approval (or correction) of the
minutes of the last meeting

(¢) Report of directors

(@) Report of the treasurer

() Report of the credit committee

(f) Report of the supervisory committee

(g Unfinished business

(h) New business other than elections

(2) Elections '

(7) Adjournment

The members assembled at any annual meeting may
suspend the above order of business upon a two-thirds
vote of the members present at the meeting.

Sec. 5. Except as hereinafter provided, at annual
or special meetings 15 members shall constitute a
quorum. Ifno quorum is present, an adjournment may
be taken to a date not fewer than 7 nor more than 15
days thereafter; and the members present at any such
adjourned meeting shall constitute a quorum, regard-
less of the number of members present. The same
notice shall be given for the adjourned meeting as is
prescribed in section 2 of this article for the original
meeting, and such notice shall be given not fewer than
5 days previous to the date of the meeting as fixed in
the adjournment.

ARTICLE VI
Elections

Section 1. At least 30 days prior to each annual
meeting, the president shall appoint a nominating
committee of three members. It shall be the duty of
the nominating committee to nominate at the annual
meeting one member for each vacancy for which
elections are being held.
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Sec. 2. After the nominations of thé nominating
committee have been placed before the members, the
president shall call for nominations from the floor.
When nominations are closed, tellers shall be ap-
pointed by the president, ballots shall be distributed,
the vote shall be taken and tallied by the tellers, and
the results announced. All elections shall be deter-
mined by plurality vote, and shall be by ballot except
where there is only one nominee for the office.

Sec. 3. Nominations shall be in the following order:

(2) Nominations for directors

(6) Nominations for credit committee members

(¢) Nominations for supervisory committee mem-

bers.

Elections may be by sepatate ballots following the
same order as the above nominations or, if preferred,
may be by one ballot for all offices.

Sec. 4. No member shall be entitled to vote by
proxy, but a member other than a natural person may
vote through an agent designated in writing for the
purpose. A trustee, or other person acting in a
representative capacity, shall not, as such, be entitled
to vote.

Sec. 5. Irrespective of the number of shares held by
him, no member shall have more than one vote.

Sec. 6. Within 10 days after their election, the
names and the addresses of all persons elected to office
shall be forwarded to the Bureau of Federal Credit
Unions, Federal Security Agency, in such manner as
may be required by said Bureau.

ARTICLE VII
Board of Directors

Section 1. The board of directors shall consist
of 1Tt faine i members, all of whom shall be
members of this credit union.

Sec. 2. At the first annual meeting, or at any
annual meeting following a change in the number of
members constituting the board of directors, a bare
majority of the directors shall be elected for a term of
1 year, and the others for a term of 2 years. When-
ever the number of members on the board of directors
is increased by amendment to the bylaws, one-half
of such additional members shall be elected at the
first annual meeting following the approval of the

{5}




amendment for 1 year, and one-half for 2 years.
Thereafter the term of office for directors shall be for
2 years and until the election and qualification of
their respective successors.

Sec. 3. Any vacancy on the board of directors or
credit committee shall be filled by vote of a majority
of the remaining directors; but the member so elected
shall hold office only until the qualification of a direc-
tor or committee member who shall be elected at the
next annual meeting of the members of this credit
union to complete the unexpired term.

Sec. 4. Regular meetings of the board of directors
shall be held during the............... week of each
month. The president, or in his absence the vice
president, may call a special meeting of the board of
directors at any time; and shall do so upon the written
request of any 3 directors. The time and place of
regular meetings of the board of directors shall be
fixed by the board. The president, or in his absence
the vice president, shall fix the time and place of
special meetings, unless the board, by resolution,
prescribes otherwise. Notice of all meetings of the
board of directors shall be given in such manner as
the board of directors may from time to time, by
resolution, prescribe.

Sec. 5. The board of directors shall have the general
direction and control of the affairs of this credit union.
In addition to the duties customarily performed by
boards of directors, the board of directors shall:

(#) Act upon all applications for membership;

() From time to time fix the amount and charac-
ter of, and approve, surety bonds required
of any persons handling or having custody
of funds, and may authorize the payment
of the premium or premiums therefor,
by this credit union;

(¢) Recommend the declaration of dividends;

(d) Fill vacancies in the board of directors and
in the credit committee, as provided in
section 3 of Article VII of these bylaws;

(¢) Employ, fix the compensation, and prescribe
the duties of such employees as may, in
the discretion of the board of directors, be
necessary;

(f> Determine from time to time the maximum
number of shares that may be held by any
member;
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(g) Determine from time to time the interest
rates on loans and the maximum amount
that may be loaned, with or without se-
curity, to any member within the limita-
tions prescribed by law. When, by action
of the board of directors, the interest rates
on future loans are reduced, similar action
may be taken with regard to interest rates
on unpaid balances of existing loans;

(h) Authorize and supervise investments of this
credit union other than loans to members;

(#) Designate the depository or depositories for
funds of this credit union.

(j) Authorize borrowings and discounting oper-
ations on behalf of this credit union within
the limitations prescribed by the Federal
Credit Union Act, as amended, and any
regulations issued thereunder by the Bureau
of Federal Credit Unions, Federal Security
Agency

(k) Supervise the collection of loans to members
and authorize, when necessary, the charge-
off of uncollectible loans

(D) If deemed necessary or advisable, adopt a

"~ common seal and alter the same.

Sec. 6. A majority of the number of directors
specified by the bylaws shall constitute a quorum for
the transaction of business at any meeting thereof;
but fewer than a quorum may adjourn from time to
time until a quorum is in attendance. Written notice
of an adjourned meeting need not be given the
directors.

Sec. 7. If a director or a credit committee member
fails to attend regular meetings of the board of direc-
tors or credit committee for 3 consecutive months,
or otherwise fails to perform any of the duties devolv-
ing upon him as a director or a credit committee
member, his office may be declared vacant by the board
of directors and the vacancy filled as herein provided.

ARTICLE VIII

Officers and Their Duties

Section 1. The officers of this credit union shall be
a president, a vice president, a treasurer, and a clerk,
all of whom shall be elected by the board of directors
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and from their number. The offices of treasurer and
clertk only may be held by the same person. Unless
sooner removed as herein provided, the officers elected
at the first meeting of the board of directors shall hold
office until the first meeting of the board of directors
following the first annual meeting of the members
and until the election and qualification of their
respective successors.

Sec. 2. Officers elected at the first meeting of the
board of directors following the annual meeting of
the members shall hold office for a term of 1 year and
until the election and qualification of their respective
successors; provided, however, that any person elected
to fill a vacancy caused by the death, resignation, or
removal of an officer shall be elected by the board of
directors to serve only during the unexpired portion
of the term of such officer and until his successor is
duly elected and qualified.

Sec. 3. The president shall preside at all meetings
of the members and at all meetings of the board of
directors; shall countersign all notes of this credit
union and all checks, drafts, and other orders for the
disbursement of its funds; and shall perform such other
duties as customarily appertain to the office of presi-
dent or as he may be directed to perform by resolution
of the board of directors not inconsistent with the
provisions of law or these bylaws.

Sec. 4. The vice president shall have and exercise
all the powers, authority, and duties of the president
during the absence of the latter or his inability to act.

Sec. 5. The treasurer shall be the general manager
of this credit union under the control and direction of
the board of directors. Before entering upon his
duties, he shall give a proper bond with good and
sufficient surety, in amount to be determined by the
board of directors as herein provided, conditioned
upon the faithful performance of his duties. Subject
to such limitations and control as may be imposed
by the board of directors, the treasurer shall have
custody of all funds, securities, valuable papers, and
other assets of this credit union. He shall sign all
checks, drafts, notes, and other obligations of this
credit union. He shall provide and maintain full
and complete records of all the assets and liabilities
of this credit union. Within 7 days after the close
of each month, he shall prepare and submit to the
board of directors a financial statement showing the
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condition of this credit union as of the close of-busi-
ness on the last business day of such month, and shall
promptly post a copy of such monthly financial state-
ment in a conspicuous place in the office of this credit
union, where it shall remain posted until replaced by
the financial statement for the next succeeding month.
He shall prepare and forward to the Bureau of Federal
Credit Unions such financial reports as said Burcau
may require. The treasurer may be compensated for
his services to such extent as may be determined by
the members at any annual or special meeting thereof.

Sec. 6. The board of directors may appoint an
assistant treasurer and authorize him, under the
direction of the treasurer, to perform any of the
duties devolving on the treasurer, including the
signing of checks. He may also act as treasurer
during the absence of the treasurer or in the event
of his inability to act. Where this authorization is
made, the assistant treasurer shall give a proper bond
with good and sufficient surety, in amount to be de-
termined by the board of directors, conditioned upon
the faithful performance of his duties.

Sec. 7. The clerk shall prepate and maintain full
and correct records of all meetings of the members
and of the board of directors. He shall give or cause
to be given, in the manner prescribed in these bylaws,
proper notice of all meetings of the members, and shall
perform such other duties as he may be directed to
perform by resolution of the board of directors not
inconsistent with the provisions of law or of these
bylaws.

ARTICLE IX
Credit Committee

Section 1. The credit committee shall consist of
............... members, all of whom shall be mem-
bers of this credit union.

Sec. 2. At the first annual meeting, or at any
annual meeting following a change in the number of
members constituting the credit committee, a bare
majority of the committee shall be elected for a term
of 1 year, and the others for a term of 2 years. When-
ever the number of members on the credit committee
is increased by amendment to the bylaws, one-half of ~
such additional members shall be elected at the first
annual meeting following the approval of the amend-

{9}




ment for 1 year, and one-half for 2 years. Thereafter
the term of office for committee members shall be for
2 years and until the election and qualification of
their respective successors.

Sec. 3. The credit committee members shall choose
from their number a chairman and a secretary. The
secretary of the credit committee shall prepare and
maintain full and correct records of all action taken
by it. The offices of chairman and secretary may be
held by the same person.

Sec. 4. The credit committee shall hold such
meetings as the business of this credit union may
require, and not less frequently than once a month.
Notice of such meetings shall be given to members of
the committee in such manner as the committee mem-
bers may from time to time, by resolution, prescribe.

Sec. 5. The credit committee shall inquire care-
fully into the character and financial condition of each
applicant for a loan and his sureties, if any, to ascer-
tain their ability to repay fully and promptly the
obligations incurred by them and to determine
whether the loan sought is for a provident or produc-
tive purpose and will be of probable benefit to the
borrower. The credit committee shall endeavor
diligently to assist applicants in solving their financial
problems.

Sec. 6. No loan shall be made unless approved by
a majority of the entire committee and by all the
members of the committee who are present at the
meeting at which the application is considered.

Sec. 7. Subject to the limits imposed by law and
these bylaws and the instructions of the board of
directors, the credit committee shall determine the
security, if any, which shall.be required for each loan
and the terms upon which it shall be repaid. When
there are pending more loan applications than can
be granted with the funds available, preference shall
be given, in all cases, to the applications for smaller
loans if the need and credit factors are nearly equal.

ARTICLE X
Supervisory Committee

Section 1. The supervisory committee shall con-
sist of three members, none of whom shall be direc-
tors, and all of whom shall be members of this credit
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union. At the first annual meeting, one member shall
be elected for a term of 1 year, and two members for
terms of 2 years. Thereafter, all committee members
shall be elected for terms of 2 years. Any vacancy
in the membership of the supervisogy committee of
this credit union shall be filled by a vote of the re-
maining members, but the member so elected shall
hold office only until the qualification of the member
who shall be elected at the next annual meeting of
the members of this credit union to complete the
unexpired term.

Sec. 2. The supervisory committeec members shall
choose from among their number a chairman and a
secretary. The secretary of the supervisory com-
mittee shall maintain and have custody of full and
correct records of all action taken by it. The offices
of chairman and secretary may be held by the same
person.

Sec. 3. The supervisory committee shall make, at
least quarterly, an examination of the affairs of this
credit union (including an audit of its books), and
shall make a written report thereof to the board of
directors; and shall make an annual audit and a writ-
ten report on the condition and affairs of this credit
union to be submitted to the members at each annual
meeting. It shall prepare and forward to the Burcau
of Federal Credit Unions, Federal Security Agency,
such reports as said Bureau may require.

Sec. 4. The supervisory committee shall cause the
passbooks and accounts of all members to be verified
with the records of the treasurer from time to time
and not less frequently than once every 2 years.

Sec. 5. By unanimous vote the supervisory com-'
mittee may suspend until the next meeting of the
members any director, officer, or member of the credit
committee. In the event of any such suspension, the
supervisory committee shall call a special meeting of
the members to act on said suspension within 7 days
thereof. The notice of any such special meeting shall
state the purpose for which it is to be held.

Sec. 6. By the affirmative vote of a majority of
its members, the supervisory committee may call a
special meeting of the members to consider any viola-
tion of the provisions of the Federal Credit Union
Act (including any amendments thereto), or of the
charter or the bylaws of this credit union, or to con-
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sider any practice of this credit union which the com-
mittee deems to be unsafe or unauthorized. Notice
of any such special meeting shall be given in the man-
ner elsewhere herein provided for the giving of notice
of special meetings of the members.

ARTICLE XI
Organization Meeting

Section 1. On receipt of the approved organiza-
tion certificate, the subscribers thereto shall convene
for the purpose of nominating and electing a board
of directors, a credit committee, and a supervisory
committee.

Sec. 2. The subscribers shall elect a chairman and
a secretary for the meeting. The subscribers shall
then elect from their number, or from those eligible
to become members of this credit union, a board of
directors, a credit committee, and a supervisory com-
mittee, all to hold office until the first annual meeting
of the members and until the election and qualification
of their respective successors. If not already a mem-
ber, every person clected under this section must
qualify within 30 days by becoming a member. If
any person clected as a director or committee member
does not qualify as a member within 30 days of such
an election, his office shall automatically become
vacant and shall be filled in accordance with the pro-
visions of these bylaws pertaining to the filling of
vacancies.

Sec. 3. Following the elections held under the pro-
visions of the preceding section, the directors shall
retire from the meeting, and elect the officers, who
shall hold office until the first annual meeting and
until the election and qualification of their respective
SUCCESSOrS.

ARTICLE XII
Loans to Members

Section. 1. Except as otherwise provided in article
XV, section 5 of these bylaws, loans shall be restricted
to members, and shall be made for provident or pro-
ductive purposes only.

{12}

-0 ly-

Sec. 2. Rates of interest shall be fixed from time
to time by the board of directors, and shall in no case
exceed 1 percent per month on unpaid balances, in-
clusive of all charges incidental to making the loan.

Sec. 3. No loan shall be made to a director, an
officer, a committee member, or to a member who has
left the field of membership, in excess of the amount
of his shareholdings in this credit union. No direc-
tor, officer, or committee member shall act as endorser
or guarantor for borrowers from this credit union.

Sec. 4. A borrower may repay his loan prior to
maturity, in whole or in part, on any business day.

Sec. 5. Applications for loans shall be on forms
prepared and furnished by the credit committee and
shall in each case set forth the purpose for which the
loan is desired, the security (if any), and such other
data as may be required.

Sec. 6. No loan shall be made to members in
excess of the limitations imposed in section 11 (4)
of the Federal Credit Union Act, as amended.

Sec. 7." All applications for loans and the reports
of the credit committee thereon shall be filed as per-
manent records of this credit union.

Sec. 8. Any member whose loan is delinquent for
a period of 1 week or more shall, unless excused for
cause by the board of directors, pay a fine at a rate
not to exceed 1 cent per month on each $5 or fraction
thereof computed on the remaining unpaid balance of
the delinquent loan from the date of the last principal
payment, or from the date of disbursement if no
principal payments have been made; provided, however,
that in no case shall such fine be less than 5 cents.
The board of directors may take such steps toward
making collection of delinquent loans, interest, or
fines, as may, in its judgment, be advisable.

ARTICLE XIII
Reserves

Section 1. All entrance and transfer fees and fines,
and 20 percent of the net carnings of each year (before
the declaration of any dividend) shall be set aside as
a reserve against possible bad loans, which shall not
be distributed except in case of final liquidation.
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ARTICLE XIV
Dividends

Section 1. At the annual meeting only, on recom-
mendation of the board of directors, a dividend may
be declared from the net earnings remaining after the
setting aside of 20 percent thereof for the reserve for
bad loans. Any such dividend shall be paid only on
shares fully paid up before December 1, and outstand-
ing on December 31, of the preceding year. In the
case of any share which became fully paid up during
such year and prior to December 1 thereof, the holder
shall be eatitled to receive a proportional part of
said dividend calculated from the first day of the
month following such payment in full.

Sec. 2. No dividend shall be authorized or paid
at a rate in excess of 6 percent per annum.

Sec. 3. A member shall be deemed to have one
fully paid share for each $5 paid in, regardless of the
number of shares for which he has subscribed.

ARTICLE XV
Deposit and Disbursement of Funds—Investments

Secrion 1. The funds of this credit union shall be
deposited only in national banks, or in state banks,
trust companies, or mutual savings companies oper-
ating in accordance with the laws of the state or states
in which this credit union does business; and except
with the specific written permission of the Burcau of
Federal Credit Unions, shall not be deposited in, or
permitted to remain ia, any institution the deposits
of which are not insured by the Federal Deposit In-
surance Corporation. :

Sec. 2. All funds of this credit union, except those
mentioned in sections 3 and 4 of this article, shall be
deposited in such qualified depository or depositories
as the board of directors may from time to time by
resolution designate; and shall be so deposited within
48 hours of their receipt; provided, however, that receipts
in the aggregate of $100 or less need not be deposited
more often than once each wecek.

Sec. 3. All disbursements of funds of this credit
union shall be made by checks signed by the treasurer,
or a duly authorized assistant treasurer, and counter-
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signed by the president, or, in his absence or inability
to serve, by the vice president; provided, however, that
the board of directors may by resolution provide for
the establishment and replenishment, at least annu-
ally, of a petty cash fund of not exceeding $10 for
postage, and for defraying other expense items of this
credit union in amounts of less than $1.

Sec. 4. A cash fund for the purpose of making
change may be established by the board of directors
by resolution, in an amount not to exceed $100. On -
all cash funds in excess of $100, however, the board
of directors shall obtain the written permission of
the Bureau of Federal Credit Unions, Federal Security
Agency.

Sec. 5. The funds of this credit union shall be in-
vested only in:

(@) Loans exclusively to members

(&) Obligations of the United States of America,
or in securities fully guaranteed thereby as
to both principal and interest

(¢c) Loans to other credit unions in the total
amount not exceeding 25 petcent of this
credit union’s paid-in and unimpaired
capital and surplus, in accordance with
rules and regulations prescribed by the
Bureau of Federal Credit Unions, Federal
Security Agency

(d) Shares or accounts of federal savings and loan
associations

(¢) Any other manner authorized by the Federal
Credit Union Act, as amended.

ARTICLE XVI
Expulsion and Withdrawal

Secrion 1. A member may be expelled only in the
manner provided by law. Expulsion or withdrawal
shall not operate to relieve a member of any liability
to this credit union. All amounts paid in on shares
by expelled or withdrawing members, prior to their
expulsion or withdrawal, shall be paid to them in the
order of their withdrawal or expulsion, but only as
funds become available and only after deducting
therefrom any amounts due from such members to
this credit union.
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ARTICLE XVII
Minors

Section 1. Shares may be issued in the name of a
minor, or in trust therefor. When shares are so
issued in trust, the trustee must be a member of this
credit union in his own right, and the name of the
beneficiary must be stated.

ARTICLE XVIII

Definition of Terms

Secrion 1. When used in these bylaws the terms:

(@) “‘Net earnings’’, for a given period, shall
mean. the balance remaining after deduct-
ing from the gross income of this credit
union actually received during such period
all expenses paid or payable during such
period, and any losses sustained therein
(as determined by the board of directors)
for which no specific reserve has been set
aside. Amounts set aside during such
period as a reserve for bad loans shall not
be deemed items of expense.

() “‘Paid-in and unimpaired capital’’, as of a
given date, shall mean the balance of the
paid-in shares account as of such date, less
any losses that may have been incurred for
which there is no teserve or which have
not been charged against undivided profits
or surplus.

(¢) ‘“Surplus’, as of a given date, shall mean
the credit balance of the undivided profits
account on such date, after all losses have
been provided for and net earnings or net
losses have been added thereto or deducted
therefrom, as the case may be. Reserves
for bad loans shall not be considered as a
part of the surplus.

ARTICLE XIX

General

Section 1. All power, authority, duties, and
functions of the members, directors, officers, and em-
ployees of this credit union, pursuant to the pro-
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visions of these bylaws, shall be exercised ia strict
conformity with the applicable provisions of law and
regulations issued thereunder, and of the charter and
the bylaws of this credit union.

Sec. 2. The officers, directors, members of com-
mittees, and employees of this credit union shall hold
in strictest confidence all transactions of this credit
union with its members and all information respecting
their personal affairs.

Sec. 3. Notwithstanding any other provisions in
these bylaws, any director, committee member, officer,
or employee of this credit union may be removed from
office by the affirmative vote of two-thirds of the
members present at a special meeting called for the
purpose, but only after an opportunity has been given
him to be heard.

Sec. 4. When any officer is absent, disqualified, or
otherwise unable to perform the duties of his office,
the board of directors may by resolution designate
another member of this credit union to act tempo-
rarily in his place. The board of directors may also,
by resolution, designate another member or members
of this credit union to act on the credit committee
when necessary in order to obtain a quorum.

Sec. 5. No director, committee member, officer,
agent, or employee of this credit union shall in any
manner, directly or indirectly, participate in the delib-
eration upon or the determination of any question
affecting his pecuniary interest or the pecuniary in-
terests of any corporation, partnership, or association
(other than this credit union) in which he is directly
or indirectly interested. In the event of the dis-
qualification of any director respecting any matter
presented to the board of directors for deliberation or
determination, such director shall withdraw from
such deliberation or determination; and in such event
the remaining qualified directors present at the meet-
ing, if constituting a quorum with the disqualified
director or directors, may exercise with respect to
this matter, by majority vote, all the powers of the
board of directors. In the event of the disqualifica-
tion of any member of the credit committee or the
supervisory committee, such committee member shall
withdraw from such deliberation or determination.

Sec. 6. Copies of the organization papers of this
credit union, its bylaws, and any amendments thereto,
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shall be preserved in a place of safekeeping. Returns
of nominations and elections and proceedings of all
regular and special meetings of the members and di-
rectors shall be recorded in the minute books of this
credit union. The minutes of the meetings of the
members, the board of directors, and the committees
shall be signed by their respective chairmen or pre-
siding officers and by the persons who serve as secre-
taries of such meetings.

Sec. 7. All books of account and other records of
this credit union shall at all times be available to
the directors and committec members of this credit
union, and to any duly authorized representative of
the United States Government, upon presentation of
the proper credentials.

ARTICLE XX
Amendments to Bylaws and Charter

Secrion 1. Amendments to these bylaws may be
adopted and amendments to the charter requested by
the affirmative vote of two-thirds of the members of
the board of directors at any duly held meeting thereof
if the members of the board of directors have been
given 7 days’ notice of said meeting and the notice
has contained a copy of the proposed amendment or
amendments. No amendment to these bylaws or to
the charter shall become effective, however, until
approved in writing by the Director, Bureau of
Federal Credit Unions, Federal Security Agency.
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Quorum at meetings:
Of board of directors. .............
Of credit committee...............
DT o Yt AT SR N

Receipting for money in passbooks. . . ..
Records. (See Books and records.)
Regular meetings of board of directors. . .

Removals from office. ....o.ovuvvvvnnn.
Repayment of 10ans, . .. aihiys sainoss bt
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XI
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v

v

XII
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VIII
VI

XII

II

VII
IX

v

VII
VII
XIX
XII

o
v

Section

U]

=

(=
I

'i—‘

o

|
~N =

(= WV TN N

[V RIS

[l N ol ) —_ WhERNMNULUAWWWN

s

B S =W ~N o

N

iy
v

- [ e W N

R RN |

®




Reports:
Monthly financial, submission of. ..
Of credit committee, filing of......
Of financial condition. . ...........
Of supervisory committee. . .......
Reserves:
For bad loans:
Establishmeptof.. S0 Ll L
Not paft of sarpluis. . 3000
Seal, adoption and alteration of. . . ... ..
Secretary:
OFf credit cominretees TELT L S
Of organization meeting...........
Security for loans. (See Loans, security
for.)
Shares:
Fines for delinquent installments. ..
Issuance of, to minors. . ...........
Maximum amount to member. .. ...
Owned by expelled or withdrawing
TETDOES  wra it oihle o oo b et ooy
Pag valoe of soue oo o0 b o uigite
Payments, receipting for in pass-
GOES 5 Se g st S L
BreEpavineOrGhRs - L U Te e
Subscription required for member-
BRIDE. Sl L S R
bansferiof e o WL RSN
Withdrawal of money paidon. .. ...
Special meetings:
OFf Boatd directors. (e sy o diis
Of members™ =i Ly SRR S
Supervisory committee. (Se¢ Commit-
tees.)
Sureties:
Investigation of, by creditcommirtee.
(See also Endorsers.)
Surety bond. (See Bonds.)
Surplusidefmed TR L oo,
Suspension of officers, directors, or credit-
committee members. . ...... ... cuie
Treasurer:
ASSISEane I S RN e
Bondifgiefgmn lo L. v
Competsation?of. . .. ... ..t
Duties and powers
Flecrionioftgesty.. oot tL e o

Signatory POWELS. .. ...c.vavneniss {

TRertRRGE OHGE i g spal it s oo 55 vgel 3 tmmiimi s
Vacancies:
Board of directors: (5. s ass Hatt
Cred it COmMMIELEEE .. i i v <eta s b womialian
Due to failure of member to qualify. .
CORECES | it e ook e o e
Supervisory committee. . . .........
Vice president:
hecks, countersigning of. .. ......
Duties a0d POWELS .. .. oo
Election of . ... ... ety 2 2 e IR
MErmIOR OHIEE ik s s oo i
Voting:
By ballot
By proxy
(B S S - S R
Votes to one member. .. ..........
Withdrawals:
From membeShip. . ... . amasawllih
Of all sharcholdings . i ... .o s
Of money paid on shares..........
Receipting for, in passbooks. . . .
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