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the Department of Welfare; and providing penalties,”’ by in-
%'_easmg the license fee to be collected by the Department of
elfare

Section 1. Be it enacted, &e., That section four of the
act, approved the twelfth day of J une, one thousand fiine
hundred and thirty-one (Pumnpllet Laws,. ﬁve hqndred
ten), entitled ‘‘An act providing for the licensure and
regulation of certain private nursing homes and private
hospitals; conferring certain powers and duties upon
the Department of Welfare; and providing penaltles,
is hereby amended to read as follows:

Section 4, The Department of Welfare shall When
satisfied that the applicant or applicants for such 11censo
are proper and responsible persons, that the place songht
to be used as a private nursing home or hospital:is a suit-
able place for such purpose and is properly equipped
therefor, and when all the requirements of this act and
the rules and regulations of the department have been
complied with, issue a license to the applicant upon the
payment of a license fee of [ten dollars ($10.00)] fifteen
dollars ($15.00), which shall be paid into the State
Treasury through the Department of Revenue.

All licenses 1ssued by the department under this act
shall expire one year next following the day on which
issued, shall be on a form prescribed by the department,
shall not be transferable, shall be issued only for the
premises named in the application, shall be posted in a
conspieuous place on the applicant’s premises, and may
he renewed, from year to year, upon application, in-
vestigation, and payment of license fee as in the procure-
ment of an original license,

Section 2. This act shall become effective upon the
date of its ﬁnal enactment,

ApprroveEp—The 26th day of May, A. D. 1933,
GIFFORD PINCHOT

No. 260
AN ACT

To provide for the organization, imcorporation, operation, and
supervision of codiperative savings and eredit associations, to
ho termed eredit unions; deswnatmg guch eredit unions as cor-
porations, and -:'Munnw their powers and dutics; conferring
certain powers and duties on the Department of Bouking; and
providing penaltics,

Section 1. Be it enacted, &e., That—Definition.—
The tern “eredit union,”” as used in this aet, shall be a
cobperative society, in the nature of a corporate entity,
ineorporated for the two-fold purpose of promoting
thrifl omony its members and eveating a sonree of eredit .
for them, of legihimote ratex of Interest, for provident
DUrposes



SESSION OF 1933, .

Section 2, Method of Incorporation—A eredit union
may be incorporated in the following manner, to wit:

A. The article of association of an intended credit
union must he subscribed to by seven citizens of ’rhls
Commonwealth, and shall set forth— - "

I The name. of the proposed ere(ht union, wh1c.h
shall eontain the words ““credit union,’

IT. The eclass of services to be performed by the
credit union, which services shall be within the scope of
activities of sueh associations as set forth in this act.

III. The principal place where its business is to be
transacted, which shall be within this Commonwealth. -

IV. The term for which it is to exist. : :

V. The amount of its eapital stock and the number
and par value of shares into which it is divided, which
par value shall not exceed ten ($10) dollars for each
share, the names and post office. addresses of the sub-
seribers, and the number of shares subseribed Iy each,.

VI. The nuwber of its directors for the first year,
not less than five, the name and residences of those who
are chosen for directors for the first year, and the name
and residence of the treasurer.

VII. The common hond of membership, whether of
occupation,. association, or residence within a well de-
fined neighborhood, commuuity, or rural distriet. .

VIIT. Any other provisions not inconsistent with law
which the proposed credit union may see fit 'to-adopt
governing the regulation and conduet of ity affairs.

B. Natice of the intention to apply for any such
charter shall be inserted in one newspaper of general
cireulation. printed in the county where the principal
place of business is situated for one insertion, setting
forth brietly the character and purpose of said corpora-
tion and the kind of service to he performed hy it; such
advertisement shall be published at least three days
.prior to the day fixed in the advertisement for the pres-
entation of the application to the Governor.

C. The articles of association shall he ackvowled"ed
by not less than five of the subseribers thereto before
any officer authorized to take acknowledoments and ad-
minister caths and affirmations in this Commonwealth,
and they shall also make and subseribe an oath or affir-
mation, before said officer, that the statements contained
therein are frue.

D. Said articles of association, aceompanied with
proof of publication of the notice heveinbetore provided
to be given, a copy of the proposed by-laws for the gen-
eral governance of the credit union, and a certificate of
approval by the Department of Banking of this Com-
monwealth to sueh applieation and proposed by-laws,
shall then be presented to the Governor of this Com-
monwealth, who shall examine the same, and, if he finds
it in proper form and within the purpose mentioned in
this aet, he shall indorse his approval thereon and direet
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letters patent to issue in form similar to those issued to
corporations of the second class in this Commonwealth,
which letters patent shall ineorporaté the subseribers
and their assoeciates and successors into a body politie
and corporate, in deed and in law, by the name chosen.
Said articles of association shall be recorded in the office
of the Secretary of the Commonwealth in a book to be
by him kept for the purpose.

E. The original articles of association, together with
all indorsements shall be recorded in the office of the re-
corder of deeds in and for the county where the prin-
cipal place of business is situate. - From thenceforth the
subseribers thereto, their associates and sucecessors, shall
be a body politic and corporate for the purposes and
upon the terms named in the said article of assoeciation.
Certified copies of the records thereof shall be ecompe-
tent evidence for all purposes in the courts of thls Com-
monwealth,

Scetion 3. Powers~—Each credit association so formed
under the provisions of this aet, and when so formed by
virtue of its existence as such, shall have the following
poOwers:

I. To have snccession for the period limited in its
artieles of assoeiation, and, when no period is limited
thereby, to exist perpetually, subject to the power of the
CGeneral Assembly, under the Constitution of the Com-
monwealth, and unless sooner dissolved by operation of
law or under the provisions of this aet.

II. To maintain and defend judieial proceedings by
the name specified in the articles of association.

III. To adopt and use a common seal, and alter the
same at pleasure

IV. To receive the savings of its members as pay-

ments on shares.

V. To make loans to members for provident or pro-
ductive purposes.

VI. To make loans to such colperative society or so-
cieties, or other organization or organizations having
membership in the credit union, as are organized under
the laws of this Commonwealth,

VIL To deposit its funds in State banks or trust
companies or in National banks in this Commonwealth,
and, to an extent which shall not exceed twenty-five per
centum of its capital, invest its funds in the following:
(a) First mortgages of real estate loeated in this Com-
monwealth, the terms of which call for amortization by
the payment, from time fo time, of installments in re-
duction of principal; (b) the paid up shares of such
building and loan associations and such other ecredit
unions as are organized under the laws of this Com-
monwealfh.

VIII. To invest its funds in any investment that is
legal for savings banks or for the investment of trust
funds under the laws of the Commonwealth,
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IX. 'To borrow money as hereinafter indicated.

X.  To make, amend, and alter by-laws, not mcbn-
sistent with law, for the regulation of its affairs and the
conduct and management of the credit union, By'—laws
so made, amended, or altered shall not become operative,
however, until approved by the Department of Banking.

XI. To hold, purchase, and transfer such real and
personal property as the purposes of the erecht umon
require.

Section 4. Membershlp.—-Credm union membershlp
shall eonsist of the incorporators and such other persons
as may be elected from time to time to membership and
who subseribe to at least one share of the capital stock
and pay the initial installment thereon, together with the
éntrance fee. Organizations mcorpomted or otherwise
eomposed prmupally of the same general group as the
eredit union membership may be members, OCredit
union organizations shall be limited to groups of both
large and small membership having a common bond of
occupation, or to groups within a well defined neighbor-
hood, community, or rural distriet.

Section 5. Reports and Examinations.—Credit unions
shall be under the supervision of the Department of
Banking of the Commonwealth, and shall report to it as
often as may be required by the Secretary of Banking,
and at least annually, on blanks supplied by the said
department for that purpose. Supplementary reports
may be required by the secretary from time to time.
Credit unions shall be examined as often as may be re-
quired by the Secretary of Banking, and at least an-
nually, and the department may use such other method
of assuring itself of the condition of the credit unions as
it shall deem advisable. The cost of all such examina-
tions and inspections shall be paid by the eredit union,
except that no charge shall be made for any examination
by the department made during the first six months of
operation of a credit union. A eredit union shall also
pay annually its proportionate share of the overhead ex-
pense of the said Department of Banking, determined in
the same way and manner as may be provided from time
to time for banks or trust companies operating under
the supervision of the department. For failure to file
reports when due, unless excused for cause, a credit
union shall pay to the Department of Banking five dol-
lars ($5.00) for each day of its delinguency. If the
department determines that the eredit union is violating
any of the provisions of this act, or is insolvent, the de-
partment may serve notice on the credit union of its in-
tention to revoke its eertificate of approval; and if sueh
violation continues, or such insolveney continues, for a
period of fifteen days after the mailing of such notiee,
the department may revoke the eertificate and take pos-
session of the business and property of the eredit union
and retain possession until such time as it shall comply
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with the requirements of this aet or until its affairs are
finally liquidated.: The department may take similar
aetion if any report is not filed within a period of ﬁfteen
days after it is due. ;

Section 6. Fiseal Year, Meetm@s --The fiseal year
of all eredit unions shall- end December - thirty-first of
each year. Special meetings may be held in the manmner
indicated in the by-laws. At all meetings a.member shall
have but a single vote no matter what his share holdings
may be. To amend the by-laws, the proposed amend-
ment must be contained in the call for the meeting, and
it must be approved by three-fourths of the members
then present and shall be acted upon only in the event
that a quorum of the members are present as provided
in the by-laws. The proposed amendment shall not take
effect until approved by the Department of Banking.
There shall be no voting by proxy. A member, other
than g natural person, shall cast its single vote through
an agent duly delegated and appointed as agent in writ-
ing.

Section 7. Elections ~—The organization meetmw shall
be the first annual meeting. At the annual meetmg, the
credit union shall elect a board of directors of not less
than five members, a eredit committee of not less than
three members, and a supervisory committee of three
members, all to hold office for such terms, respectively,
as the by-laws provide and until sueeessors are duly
qualified. No director shall be a member of either of the

committees, nor shall a member serve on more than one

of the committees. A statement in writing of the names
and addresses of the members of the board and the com-
mittees and the officers shall be filed with the Depart-
ment of Banking within ten days after their election
and qudllﬁcafmn For failure to file such statements
when due, unless exensed for cause, the eredit union
shall pay to the Department of Banking five dollars
($5.00) for each day of its delinquency.

Section 8. Directors and Officers.—A., At the first
meeting, the directors shall elect from their own number
a president, a vice-president, a treasurer, and a clerk.
The same individnal may be both treasurer and clerk.
The directors shall have general management of the af-
fairs of the eredit nnion, and are specifieally required—

(a) To act on applications for membership;

(b) To determine interest rates on loans;

{e) To fix the amount of the surety bond which shall
he required of all officers and employes handling money;

(4) To declare dividends; and to transmit, or eause
to be transmitted, to the members all proposed amend-
ments to the by-laws;

{e) To fill vacancies in the hoard and in the eredit

committee nntil snecessors are dnly chosen and quali-
fied :
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(f) To determine the maximum individual share hold-
ings, and the maximum individual loan which ean be
made with or without seeurity; and

(g) To have charge of investments, other than loans
to members.

B. Duties of the officers shall be as determined in
the by-laws. No member of the board or of either com-
mittee shall, as sueh, be eompensated,

Seetion 9, Credit Committee.~—The eredit committee
shall have the supervision of all loans to members. Ap-
plications for loans shall be, in writing, on a form pre-
pared for that purpose by the credit committee, and all
applieations shall set forth the purpose for which the
loan is desired, the security, if any, offered, and such
other data as may be required. Within the meaning of
this section, an assignment of shares in the credit union
or the indorsement of a note may be deemed security.
At least a majority of the members of the credit com-
mittee shall pass on all loans, and no loan shall be ap-
proved unless it is approved unanimously by the mem-
bers of the ecredit committee present. The ecredit
committee xhall meet as often as may be necessary, after
due notice to each member.

Section 10. Supervisory Committee.~The duties of
the supervisory committee shall be as follows:

(a) To make an examination of the affairs of the
eredit union at least quarterly, including an audit of its
books, and, in the event the eommittee feels such aetion
to be necessary, it shall call the members of the eredit
union together thereafter and submit its report to them.

(b} To make an annual audit and report and sub-
mit it at the annual meeting of the members of the eredit
nnion.

{¢) By unanimous vote, if it deems such action to be
neeessary to the proper conduet of the affairs of the
vredit union, to suspend any officer, director, or member
of any committee, other than the supervisory ecommittee.
In such event the committee shall eall the members of
the union together within seven days of the suspension
to act on such suspension. The members at the meeting
called for this pnrpose may sustain siich suspension and
remove such officer permanently, or may reinstate such
officer.

(d) By majority vote, the supervisory committee may
call a speeinl meeting of the members to consider any
matter submitted to it by the committee. The commit-
tee shall fill vacaneies in its own membership.

Section 11. (apital—The capital of the eredit union
shall cousist of the payments that have been made to it
by the several members thercof on shares. The credit
union shall have a lien on the shares of a member for
any sum due to the eredit union from such member or
for any loan indorsed by him. A credit union may
charge an entrance fee of such an amount as mayv he
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provided by the by-laws, which entrance fee shall in no
event exceed the sum of one dollar ($1.00).

Section 12, Minors.—Shares may be issued and pay-
ments on subscribed shares received in the name of a
minor, or in trust for a minor, in such manner as the
by-laws may provide.

Section 13, Rates and Fines.—Interest rates on loans
made by a credit union to its members shall not exceed
six per centum (6%) per annum, discounted on loans
repayable in equal installments over one year, except
that, in addition, for failure to pay an installment or
installments on a loan when due, or to make payments
on subseribed shares when due, a fine may be charged
which shall in no case exceed one-fourth of one per
centum (14 of 19%) for each week of delinquency on
the amount in arrears, except that a minimum fine of
five cents may be charged. '

Section 14, Power to Borrow.—A credit union may
borrow from any source a sum not exceeding fifty per
centum (509%) of its assefs.

Section 15. Loans-—A credit union may make loans
to its members only. Toans must be for a purpose
deemed by the eredit committee to be provident or for
productive purposes, and must be made subject to the
conditions contained in the by-laws. A borrower may
repay his loan, in whole or in part, any day the office of
the eredit union is open for business., No director, offi-
cer, or member of any committee may borrow from the
credit union in which he holds office, nor may he indorse
for borrowers.

Section 16. Reserves.—All entrance fees, fines, which
may be provided for in the by-laws for failure to make
repayments on loans and payments on shares when due,
and, each year bhefore the declaration of a dividend,
twenty per eentum {209%) of the net earnings, shall be
set aside as a reserve fund, which shall be kept liquid
and intact and not loaned out to members. The reserve
fund thus ereated shall belong to the credit union and
shall be used as a reserve against bad loans and shall
not be distributed except in case of liquidation. Any
amount received from the repayment of a loan after it
has been charged off against the reserve fund shall be
credited bhack to said fund.

Section 17. Dividends~—On recommendations of the
directors, a eredit union may, at the end of the fiseal
vear, declare a dividend from net earnings, which divi-
dend shall be paid on all shares outstanding at the end
of the fiseal year. Shares which become fully paid up
during the year shall be entitled to a proportional part
of such dividend, caleulated from the first day of the
month following such payment in full.

Section 18. Expulsion and Withdrawal.—A member
may be expelled by a two-thirds’ vote of the members
present at a regular or a special meeting called to con-
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sider the matter, but only after a hearing after due
notice to the member of the time and place of the meet-
ing and of the reason or reasons for such proposed ex-
pulsion. Any member may withdraw from the credit
union at any time, but notice of withdrawal may be re-
guired. All amounts paid on shares of an expelled or
withdrawing member, with any dividends accredited
thereto to the date thereof, shall, as funds become avail-
able, and after deducting all amounts dne from the mem-
her to the credit union, be paid to him. The credit union
may require sixty days’ notice of intention to withdraw
shares. Withdrawing or expelled members shall have no
further rights in the eredit union, but they shall not by
such withdrawal or expulsion be released from any re-
maining liability to the credit union. The shares of
members shall be nontransferable.

Section 19. Dissolution.—The process of voluntary
dissolution shall be as follows:

{a) At a meeting called for such purpose, notice of
which purpose must be contained in the eall, four-fifths
of the entire membership of the credit union must vote
to dissolve the credit union,

(b) Thereupon the credit union shall file with the
Department of Banking a statement of the consent of
four-fifths of the entire membership to the proposed dis-
solution, attested by a majority of the officers, and in-
cluding the names and addresses of the officers and di-
rectors.

(e) The Department of Banking shall then determine
whether or not the eredit union is solvent., If such be
the faet, the Seeretary of Banking shall issue, in dupli-
cate, a certificate to the effect that this section has been
complied with.

(d) One of such certificates shall be filed with the
recorder of deeds of the county in which the original
articles of incorporation were filed. The remaining cer-
tificate shall be filed with the Secretary of the Common-
wealth, whereupon the credit union shall be considered
dissolved and shall cease to carry on business except for
the purpose of liquidation.

{e) The eredit union shall continue in existence for
the purpose of discharging its debts, collecting and dis-
tributing its assets. and doing all other acts required in
order to wind up its business, and may sue and be sued
for the purpose of enforcing its debts and obligations
until its affairs are fully adjusted and wound up.

Seetion 20. Change in Place of Business.—A ecredit
union may change its place of business on filing a cer-
tifieate of sueh change with the Seeretary of the Com-
monwealth and the Department of Banking.

Section 21. Collections.—All fees, fines, and penalties
eollected or received by or for the Department of Bank-
ing under the provisions of this aet shall be paid into

1083



1084

LAWS OF PENNSYLVANIA,

the Treasury Department, through the Department of
Revenue, and credited to the Banking Department Fund.

Section 22. Restriction.—It shall be unlawful here-
after for any person, assoeiation, copartnership, or cor-
poration, except corporations organized in accordance
with the provisions of this act, to assume and use the
words ‘‘eredit union’’ in their name or title, or to oper-
ate in the manner of a credit union. Any person, co-
partnership, or corporation violating the provisions of
this section shall be guilty of a misdemeanor and shall
be punishable by a fine which shall not be less than ten
dollars ($10) nor more than one thousand dollars
($1,000), or by imprisonment for a period which shall
not be less than three months nor more than two years,
or both, in the discretion of the eourt. The officers of a
corporation shall be liable to such punishment if the
offense is committed by a corporation.

Section 23. Taxation.—A credit union shall be
deemed an institution for savings, and its assets, to-
gether with all the aceumulations therein, shall not be
subject to taxation except ag to real estate owned by it.
The shares of a credit union shall not be subjeet to a
stock transfer tax when issued by the corporation.

Section 24, Conflicting Legislation.—All laws and
parts of laws inconsistent herewith shall be, and the
same are hereby, repealed, '

Section 25. Time of Effect.—This act shall take effect
immediately upon final passage, and approval by the
Gtovernor.

Section 26, Small Loans Legislation.—Nothing con-
tained in this aet shall apply to any person or personms
or eorporations engaged in the business of loaning money
under the act, approved the seventeenth day of June,
one thousand nine hundred and fifteen (Pamphlet Laws,
one thousand twelve), entitled ‘“An act regulating the
business of loaning money in sums of three hundred
($300) dollars or less, either with or without security, to
individuals pressed by lack of funds to meet immediate
necessities; fixing the rates of interest and charges
therefor; requiring the licensing of lenders; and pre-
seribing penalties for the violation of this aet,”” and its
amendments.

AprrovEp—The 26th day of May, A. D. 1938.
GIFFORD PINCHOT

No. 261
AN ACT

To further amend section seventeen of the act, approved the four-
teenth day of June, one thousand nine hundred and twenty-
three (Pamphlet Laws, seven hundred ten), entitled ¢“An aet
allowing and regulating hoxing, sparring and wrestling matches
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