F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1733 2005

1 A bill to be entitled

2 An act relating to financial institutions and

3 transactions; anending s. 655.005, F.S.; revising

4 definitions; creating s. 655.0201, F.S.; providing

5 requi rements and procedures for service of process,

6 notice, or demand on financial institutions; anending s.

7 655. 044, F.S.; establishing the fiscal year end for

8 financial institutions; amending s. 655.057, F.S.;

9 removing references to the Florida Credit Union Guaranty
10 Corporation, Inc.; anending s. 655.411, F.S.; correcting a
11 cross reference; creating s. 655.4185, F.S.; authorizing
12 the O fice of Insurance Regulation to issue certain
13 energency orders authorizing certain actions that may be
14 taken against a failing financial entity; specifying
15 findi ngs necessary for such orders; authorizing the office
16 to take certain enforcenment actions; protecting
17 st ockhol der procedural rights and conpensation
18 entitlements; anending s. 657.002, F.S.; revising
19 definitions; amending s. 657.005, F.S.; revising
20 application procedures for authority to organize a credit
21 uni on; anending s. 657.0061, F.S.; providing an additional
22 ground for disapproval of a bylaw anmendnent; anending s.
23 657.008, F.S.; revising provisions relating to principa
24 pl ace of doi ng business; revising notification dates and
25 conditions for maintaining branches; requiring deposits of
26 a foreign credit union to be insured by the National
27 Credit Union Admnistration; anmending s. 657.021, F.S.;

28 revising provisions relating to a credit union's board of
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29 directors; clarifying ternms of board of directors nembers
30 requiring a board of directors to manage a credit union in
31 a safe and sound manner; revising requirenments and
32 authority of a board of directors; requiring officer and
33 director liability insurance and bond coverage;
34 aut hori zi ng del egation of certain functions; requiring
35 that policies on operations of a credit union accord with
36 commi ssion rules; anending s. 657.022, F.S.; nodifying the
37 time period for the annual neeting of the board of
38 directors; anmending s. 657.023, F.S.; revising a credit
39 union's authority to close accounts and term nate
40 menber shi p; anmending s. 657.024, F.S.; revising procedures
41 for distribution of ballots; anmending s. 657.026, F.S.
42 deleting reference to the Florida Credit Union Guaranty
43 Corporation, Inc.; clarifying notification required to
44 board of directors and the office of any unsafe or unsound
45 practice; anmending s. 657.027, F.S.; clarifying the
46 authority of a credit manager; amending s. 657.028, F.S.;
47 clarifying which persons may not be conpensated for
48 service; revising the prohibition on persons who may not
49 serve as officer, director, or commttee nenber; anending
50 s. 657.031, F.S.; specifying the powers of a credit union;
51 prohi biting challenges to the validity of certain actions
52 of a credit union under certain circunstances; authorizing
53 t he Financial Services Conmm ssion to adopt rul es; anmending
54 s. 657.033, F.S.; revising criteria for dormant accounts;
55 revising a tine period for characterizing a dormant
56 account as uncl ai ned or abandoned property; specifying
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57 what shares and deposits may be received by a credit
58 uni on; authorizing credit unions to participate in
59 el ectronic fund transfer, w thdrawal, and deposit systens;
60 requiring a credit union to maintain account insurance;
61 amending s. 657.038, F.S.; revising |limtations on total
62 unsecured obligations; providing an exception; revising
63 | oan and credit authority of a credit union; authorizing a
64 credit union to issue credit cards and debit cards for
65 certain purposes; authorizing the comm ssion to allow by
66 rule for the use of devices simlar to credit card and
67 debit cards; anmending s. 657.039, F.S.; revising a credit
68 union's authority to extend credit to its directors;
69 revising credit limtations; anending s. 657.042, F.S.;
70 anmendi ng the investnent authority of a credit union;
71 revising |imtations; amending s. 657.043, F.S.; revising
72 requi renments for regular reserves, | oan | osses accounts,
73 i nvest nent | osses, and special reserves; authorizing a
74 credit union to borrow noney and issue evidence of
75 i ndebt edness; providing limtations; deleting provisions
76 relating to transfers to regular reserve, risk assets,
77 reserve for contingencies, equity to asset ratio
78 requi renents, and guaranty assistance agreenents; anmendi ng
79 s. 657.062, F.S.; providing requirenents for appointnment
80 of the National Credit Union Adm nistration as conservator
81 of a credit union under certain circunstances; providing
82 criteria; anending s. 657.063, F.S.; revising requirements
83 for the involuntarily liquidation of a credit union;
84 authorizing the comm ssion to define by rule criteria for

Page 3 of 50

CODING: Words stricken are deletions; words underlined are additions.
hb1733-00



F L ORI D A H O U S E O F R EPRESENTATI V E S

85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112

HB 1733 2005

determ ning the adequacy of capitalization of a credit

uni on; anmending s. 657.064, F.S.; revising requirenents
and criteria for voluntary liquidation of a credit union;
renmoving references to the Florida Credit Union Guaranty
Cor poration; amending s. 657.065, F.S.; revising

requi renents, procedures, criteria, and limtations for
the merger of credit unions; providing requirenents for
nmerger plans and agreenents; providing authority and
requirenments for the office to approve nerger applications
and nerger plans and agreenments; providing for revocation
and term nation of nerger plans and agreenents under
certain circunstances; providing for nmergers wthout a
vot e of menbershi p under certain circunstances; requiring
approval of a nerger by the National Credit Union

Adm ni stration and i ssuance by the office of a certificate
of merger; specifying consequences of nergers; preserving
rights of menbers; anmending s. 657.066, F.S.; revising
requi renents for conversion of a credit union fromstate
to federal and conversely; anending s. 658.43, F.S., to
conform repealing s. 657.0315, F.S., relating to
contracts for providing goods, products, or services;
repealing s. 657.051, F.S., relating to the fiscal year of
a credit union; repealing s. 657.055 F.S., relating to
retention and destruction of records; repealing s.
657.068, F.S., relating to central credit unions;

provi ding an effective date.

Be It Enacted by the Legislature of the State of Florida:
Page 4 of 50

CODING: Words stricken are deletions; words underlined are additions.
hb1733-00



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1733 2005
113
114 Section 1. Paragraphs (k) and (l) of subsection (1) of
115| section 655.005, Florida Statutes, are anended to read:
116 655. 005 Definitions.--
117 (1) As used in the financial institutions codes, unless

118| the context otherwi se requires, the term

119 (k) "Inmmnently insolvent” neans a condition in which a
120| financial institution has total capital accounts, or equity less
121| theallowanceforloantosses in the case of a credit union, of
122| less than 2 percent of its total assets, after adjustnent for
123| apparent | osses.

124 (1) "Insolvent” neans a condition in which:

125 1. The capital accounts, or equity less—the—-allowancefor
126| loeantoesses in the case of a credit union, and all assets of a
127 financial institution are insufficient to neet liabilities;

128 2. The financial institution is unable to nmeet current
129| obligations as they mature, even though assets nay exceed

130 liabilities; or

131 3. The capital accounts, or equity less—the—-allowance—for
132| loean-teosses in the case of a credit union, of a financial
133| institution are exhausted by | osses and no i mredi at e prospect of

134| replacenent exists.

135 Section 2. Section 655.0201, Florida Statutes, is created
136| to read:
137 655. 0201 Service of process, notice, or demand on

138| financial institutions.--

139 (1) Process against any financial institution authorized

140 by federal or state law to transact business in this state nay
Page 5 of 50

CODING: Words stricken are deletions; words underlined are additions.
hb1733-00



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1733 2005

141| be served in accordance with chapter 48, chapter 49, chapter

142| 607, or chapter 608, as appropri ate.

143 (2) Any financial institution authorized by federal or

144| state law to transact business in this state may designhate a

145| registered agent as the financial institution's agent for

146| service of process, notice, or demand required or permtted by

147 law to be served on the financial institution. If the financia

148| institution has no regi stered agent, or its regi stered agent

149| cannot with reasonable diligence be served, service may be nade

150| on any executive officer of the financial institution at its

151| principal place of business in this state.

152 (3) If service cannot be nade in accordance with

153| subsection (2), service may be nade on any officer, director, or

154| business agent of the financial institution at either its

155| principal place of business or any other branch, office, or

156 place of business in this state.

157 (4) This section does not prescribe the only neans, or

158| necessarily the required neans, of serving notice or denmand on a

159| financial institution.

160 Section 3. Subsection (5) is added to section 655. 044,
161| Florida Statutes, to read:

162 655. 044 Accounting practices; bad debts ineligible to be
163| carried as assets.--

164 (5) The fiscal year of a financial institution shall end
165| Decenber 31.

166 Section 4. Subsections (3) and (7) of section 655.057,

167 Florida Statutes, are anended to read:
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168 655. 057 Records; limted restrictions upon public
169| access. --
170 (3) The provisions of this section do not prevent or
171| restrict:
172 (a) Publishing reports required to be submtted to the

173| office pursuant to s. 655.045(2)(a) or required by applicable
174| federal statutes or regulations to be published.

175 (b) Furnishing records or information to any other state,
176| federal, or foreign agency responsible for the regulation or
177| supervision of financial institutions, including Federal Home
178| Loan Banks.

179 L chi | | nf Lon—i | F

180 I on- he Elorida Credit Uni - - on-
181| +Hhe—

182 (c)ee) Disclosing or publishing sunmaries of the condition
183| of financial institutions and general econonic and simlar

184| statistics and data, provided that the identity of a particular
185 financial institution is not disclosed.

186 (d)fe)} Reporting any suspected crimnal activity, with

187| supporting docunents and information, to appropriate |aw

188| enforcenent and prosecutorial agencies.

189 (e) Furnishing information upon request to the Chief
190| Financial Oficer or the Division of Treasury of the Departnent
191| of Financial Services regarding the financial condition of any
192| financial institution that is, or has applied to be, designated
193| as a qualified public depository pursuant to chapter 280.

194
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195( Any confidential information or records obtained fromthe office
196| pursuant to this subsection shall be maintained as confidential
197| and exenpt fromthe provisions of s. 119.07(1).

198 (7) WMaterials supplied to the office or to enpl oyees of
199| any financial institution by other governnental agencies,

200| federal or state—ertheFlorda—GCredit—Union—Guaranty
201| Corporation—tne— shall remain the property of the submtting

202| agency or the corporation, and any document request mnust be nmade
203| to the appropriate agency. Any confidential docunments supplied
204| to the office or to enployees of any financial institution by

205| other governnental agencies, federal or state—oer—bytheFlorida

206| GCredit—Union—GdarantyCorporation—tne—— shall be confidentia
207| and exenpt fromthe provisions of s. 119.07(1). Such information

208| shall be nmade public only with the consent of such agency or the
209| corporation

210 Section 5. Paragraph (b) of subsection (1) of section
211| 655.411, Florida Statutes, is amended to read:

212 655.411 Conversion of charter.--

213 (1) Any financial entity may apply to the office for

214| permission to convert its charter w thout a change of business
215| formor convert its charter in order to do business as another
216| type of financial entity in accordance with the follow ng

217| procedures:

218 (b) Follow ng approval by the board of directors, the
219| conversion plan, together with a certified copy of the

220| authorizing resolution adopted by the board, nust be subm tted

221| to the office for approval before being submtted to the nenbers

222| or stockholders of the financial entity. The application for
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223| conversion nust be in the formprescribed by the comm ssion,

224| contain such additional information as the comm ssion or office
225| reasonably requires, and be acconpanied by a filing fee in

226| accordance with s. 657.066(3)f4) or s. 658.73. Additionally, the
227| office is authorized to assess any financial entity, applying to
228| convert pursuant to this section, a nonrefundabl e exam nation
229| fee to cover the actual costs of any exam nation required as a

230| part of the application process.

231 Section 6. Section 655.4185, Florida Statutes, is created
232| to read:

233 655. 4185 Energency action. --

234 (1) Notwi thstandi ng any ot her provisions of the financial
235| institutions codes or of chapter 120, if the office or the

236| appropriate federal regul atory agency finds that i nmediate

237| action is necessary in order to prevent the probable failure of

238| one or nore financial institutions, which in this subsection may

239| be referred to as a "failing financial entity," the office may,

240 with the concurrence of the appropriate federal regul atory

241| agency in the case of any financial institution the deposits of

242 which are insured by the Federal Deposit |nsurance Corporation

243| or the National Credit Union Administration, issue an energency

244| order authori zing:

245 (a) The nerger of any such failing financial entity with

246| an appropriate state financial entity;

247 (b) An appropriate state financial entity to acquire the

248| assets and assune the liabilities of any such failing financial

249| entity, including all rights, powers, and responsibilities as
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250| fiduciary in instances in which the failing financi al

251| institution is actively engaged in the exercise of trust powers;

252 (c) The conversion of any such failing financial entity

253| into a state financial entity; or

254 (d) The chartering of a new state financial entity to

255| acquire the assets and assune the liabilities of any such

256| failing financial entity and to assune rights, powers, and

257| responsibilities as fiduciary in cases in which such failing

258| financial entity is engaged in the exercise of trust powers.

259 (2) Any such finding by the office shall be based upon

260| reports furnished to the office by a state or federal financial

261| institution exam ner or upon other evidence fromwhich it is

262| reasonable to conclude that any such financial institution is

263| insolvent or is threatened with i mm nent insolvency. The office

264 may disallowillegally obtained currency, nonetary instrunents,

265| funds, or other financial resources fromthe capitalization

266| requirenents of the financial institution codes. The

267| stockholders of a failing bank, association, or trust conpany

268| that is acquired by another bank or trust conpany pursuant to

269| this section shall be entitled to the sane procedural rights and

270| to conpensation for the renmaining value of their shares as is

271| provided for dissenters in s. 658.44, except that they shal

272| have no right to vote against the transaction. Any transaction

273| authorized by this section may be acconplished through the

274| organization of a successor institution.

275 Section 7. Section 657.002, Florida Statutes, is anended
276| to read:
277 657.002 Definitions.--As used in this chapter:
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278 (1) "Capital" neans shares, deposits, and equity.

279 . . . . .

280 I hi f whichincludes. | . i I , I

281 . . , . . , . . ,
282 I : . . . i . ’ oy

283 famlies of such nenbers.

284 (2)63) "Corporate credit union" nmeans any central credit
285| wunion organi zed pursuant to any state or federal act for the

286| purpose of serving other credit unions.

287 . on”
288 Guaranty Corporation—tnc—
289 (3)65) "Correspondent” neans that person designated on an

290| application to organize a credit union as the person to whom al
291| correspondence regarding the application should be sent.

292 (4)66) "Credit union" neans any cooperative society

293| organized pursuant to this chapter.

294 (5) A~ "Deposits" neans that portion of the noney placed
295| eapital—paid into the credit union by nenbers on which a

296| econtractual—rate—of interest my wH- be paid.

297 (6)8)y "Equity" nmeans undivided earnings, regular
298| reserves, and other reserves allowanceforloanlosses.
299 (7)€% "Foreign credit union" neans a credit union
300( organi zed and operating under the |aws of another state.
301 (8)X8> "Imediate fam|ly" neans parents, children

302| spouse, or surviving spouse of the nmenber, or any other relative
303 by blood, marriage, or adoption.
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304 (993 "Limted field of nenmbershi p" neans the defined
305 group of persons designated as eligible for nmenbership in the
306| credit union who:

307 (a) Have a simlar profession, occupation, or formal
308| association with an identifiable purpose; or

309 (b) Live or work Reside within an identifiable

310( nei ghborhood, comrunity, rural district, or county; or

311 (c) Are enployed by a conmon enpl oyer; or

312 (d) Are enployed by the credit union; and

313

314| nenbers of the inmmediate famly of persons within such group.
315 (10) (2) "Shares" nmeans that—pertion—of the noney eapital-
316 paid into the credit union by nmenbers on which dividends may be
317| paid.

318 " Ui i i .

319| ipairedby losses thatexceed-applicable reserves—

320 Section 8. Subsection (1), paragraphs (a) and (d) of

321| subsection (3), paragraph (b) of subsection (5), and subsections
3221 (9) and (10) of section 657.005, Florida Statutes, are anended
323| to read:

324 657. 005 Application for authority Neticeof intent to

325| organize a credit union; investigati on—appticationfor

326| authority -to-organizea-credit—union. --

327 (1) The proposed organi zers of the proposed credit union
328| shall file with the office an applicati on a—hetice—ofintentto
329| erganize~ upon such form as the conm ssion may, by rule,

330| prescribe.
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331 (3) The application shall be submtted to the office on
332 forns and in the manner prescribed by rul es adopted by the

333| commi ssion and shall be acconpani ed by a nonrefundable filing
334| fee of $250. Such application shall include:

335 (a) The proposed nane and the proposed |ocation where the
336| proposed credit union is to have its principal place of business
337| and where | egal service nust be served.

338 (d) Any information required by the comm ssion or office
339| to be submtted to the National Credit Union Adm nistration
340| ecorporation—orHRsuring—agenecy.

341 (5) The application shall be approved if the office

342| determ nes that:

343 (b) The qualifications of the proposed board of directors
344| and commttee nenbers are such as to indicate a reasonable
345| likelihood that the affairs of the proposed credit union will be

346| adm nistered consistently with applicable |aws and sound

347| financial and credit union practices;

348 (9) The office shall perform a preopening exam nation to
349| verify good faith conpliance with all the requirenents of |aw
350 If the office finds that such requirenents have been net, it
351| shall issue and deliver the certificate of authorization to
352| transact business. Any credit union which fails to open for

353| business within 6 nonths after the issuance of such certificate
354 wll forfeit its existence as a credit union, and the

355| certificate of authorization shall be revoked. For good cause
356 shown, the office may extend the opening date for an additional
357 6 nonths on its own notion or at the request of the credit

358| wunion. Ampuhtscredited-on-share-accounts,—lessexpenditures
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359| authorized by law —shall -bhe returned proratato-the respective
360| acecount—holders—

361 (10) Al preopening costs and expenses in connection with
362| the organization of the credit union and preparation for opening
363| for business may be paid only from funds provided by the

364| organizers or a sponsor ahdray—berelnbursedbytheecredit

365 . o oo 7 o 7
366| rade—for—+eserves—and—divi-dends. However, the credit union may
367| record reiwburse, as an operating expense, costs for forns, and

368| supplies, insurance, rent, and ot her expenses applicable to or
369| consuned in the period after opening in accordance with rules
370 adopted by the conm ssion.

371 Section 9. Subsection (1) of section 657.0061, Florida
372| Statutes, is anended to read:

373 657. 0061 Anendnents to byl aws. - -

374 (1) Al byl aw amendnments nust be subnmitted to the office.

375| The office shall approve or disapprove byl aw amendnents wthin
376 60 days after receipt. The office shall approve the proposed
377| byl aw anendnent unless it finds that the anmendnent:

378 (a) Is not in the best interest of the nenbership;
379 (b) 1Is not in accord with sound credit union practices; o
380 (c) Exposes the assets of the credit union to unnecessary
381| risks; or-—
382 (d) Is not in conpliance with applicable | aws or rules.
383 Section 10. Subsections (1), (2), (5, (6), and (7) of
384| section 657.008, Florida Statutes, are anended to read:
385 657.008 Pl ace of doing business. --
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386 (1) Every credit union authorized to transact busi ness
387| pursuant to the laws of this state shall have one principa
388| place of doing business as designated in its bylaws and where

389| |egal process shall be served. A credit union may change its

390| place of business through an anendnment to its byl aws.
391 (2)(a) Wth 30 days' prior witten notification to the
392| office, or within such other tine as may be approved by the

393| office, a credit union operating in a safe and sound nmanner may

394 maintain branches at |ocations other than its main office or
395 relocate branches previously established if the maintenance of
396| such branches is determ ned by the board of directors to be

397| reasonably necessary to furnish service to its nenbers.

398 (b)y—tnvestments—in-—such-branch offices shall comply—with
399 the limtations inposed by s 657.042(5)
400 (b))} If any branch is located outside this state, the

401| cost of exam ning such branch shall be borne by the credit
402| wunion. Such cost shall include, but shall not be limted to,

403| exam ner travel expense and per diem

404 5 i . I . neipal ol :
405! busi i i L I £ o
406 (5)¢6)(a) The office may authorize foreign credit unions

407| to establish branches in Florida if all of the follow ng

408| criteria are net:

409 1. The state in which the foreign credit union's hone
410| office is located permts Florida credit unions to do business
411| in the state under restrictions that are no greater than those

412| placed upon a donestic credit union doing business in that

413| state. For this purpose, such restrictions shall include, but
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414 are not limted to, any fees, bonds, or other charges |evied on
415| donestic credit unions doing business in that state.

416 2. The deposits of such foreign credit union and its

417| proposed Florida branch shall have insurance of accounts with
418| the National Credit Union Adm nistration wll be insured-or

419
420
421
422
423
424
425
426
427
428
429 3. The credit union's field of nenbership is so limted as
430 to be within that nmeaning of that termas defined in s. 657.002.

431 (b) Every foreign credit union operating in Florida shal
432| keep the office informed of every location at which it is

433| operating.

434 (c) If the office has reason to believe that a foreign
435| credit union is operating a branch in this state in an unsafe
436| and unsound manner, it shall have the right to exam ne such

437| branch. If, upon exam nation, the office finds that such branch
438| is operating in an unsafe and unsound manner, it shall require
439| the branch office to nmake appropriate nodifications to bring

440| such branch operations into conpliance with generally accepted

441| credit union operation in this state. Such foreign credit union
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4421 shall reinburse the office for the full cost of this

443| exam nation. Costs shall include exam ner salaries, per diem
444| and travel expenses.

445 (d) Any foreign credit union operating in this state shal
446| in any connection therewith be subject to suit in the courts of
447| this state, by this state and the citizens of this state.

448 (6)H A credit union may provide, directly or through a
449| contract with another conpany, off-prem ses arnored car services
450| to its nenbers. Arnored car services do not constitute a branch
451| for the purposes of this section.

452 Section 11. Section 657.021, Florida Statutes, is anended
453| to read:

454 657. 021 Board of directors; executive commttee.--

455 (1) The credit union shall have a board of directors

456| consisting of at least five directors to be elected fromthe

457| menbers in the manner and for such terns as prescribed in the

458| byl aws.

459 (2)—Directors-—shall-hold office for such terns—as-the
460| bylawsprovide—

461 (2)3)» Each director, upon assum ng office, shal

462| acknow edge that he or she is famliar with his or her

463| responsibilities as a director and that he or she wll

464| diligently and honestly adm nister the affairs of such credit
465| union and will not knowingly violate, or wllfully permt to be
466| violated, any of the provisions of the financial institutions
467| codes or pertinent rules of the comm ssion. The signed copy of
468| such oath shall be filed with the office within 30 days after

469| el ection.
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470 (3)t4) The board of directors shall fill any vacancies on
471| the board by appointnent until successors are elected as
472| provided in the byl aws.

473 (4) 65> The board of directors and the executive conmmttee
474| shall neet as often as required in the byl aws.
475 (5 €6 The board of directors nust ensure that determne

476| the general direction of the business affairs—manragethe funds—
477| apdrmintainthe records of the credit union is nanaged in a

478! manner that is consistent with safe and sound credit union

479| practices.

480 (6)H The board of directors shall must—exerecisethe
481| #eHlowingdutieswhich are nondelegable:
482 (a) OCbtain and maintain officer and director liability

483| insurance and bl anket bond coverage under such terns, anounts,

484| and limtations established by rul es adopted by the conm ssion
485
486
487
488
489
490 o I I bl : i Licies.
491| ineluding witl i L on, . . I

492| of—+repayrent—

493 (b)fe) Establish witten policies governing all areas of
494| operations leanrs—ihvestrents—equi-ty—personnel—collections—
495 i '
496
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497| ether—poliecies necessary for prudent credit union practices in
498| accordance with the rules of the conm ssion.

499 (c)&e) Declare any dividends on shares.

500 (d)¢e) Adequately provide for reserves as required by this

501| chapter or by rules or order of the conm ssion or office or as
502| otherw se determ ned necessary by the board.

503 (e) Enploy a chief executive officer —wioesetitleray

504| be—either—presi-dent—or—general—manager or, in lieu thereof,
505| designate any board nenber thetreasurer to act as the chief

506| executive officer and to be in active charge of the affairs of
507 the credit union.

508

509

510 policies established by board resolutions:

511 (f)&a)> Act on applications for nmenbership, or appoint one

512 or nore nenbership officers to approve or deny applications for

513 menbership, under such conditions as may be deternm ned by policy

514| of the board of directors prescribedinthebylaws. Arecord—of
515 . . , . .

516 i i oA— A person deni ed

517 menbership by a nenbership officer nay appeal the denial to the
518| board.

519 (g)fb)y Determine, fromtine to tinme, the interest rate or
520| rates which are charged on extensions of credit and—authorize
521 j j j

500 i : he i Lol I h el :
523| eredit—and under such conditions as the board prescribes.
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524 (h)te) Determne the interest rates which will be paid on
525| deposits and the manner of cal cul ating those rates.
526 (i)€d)» Invest funds, except that the board may designate

527 an investnment conmttee or any qualified individual to nmake
528| investnents pursuant to witten policies established by the
529| board.

530 (j) Designate a depository or depositories for the funds

531| of the credit union under such conditions as the board

532| prescribes.
533
534 Nothing in this subsection shall prohibit the board from

535| delegating, within specific guidelines and policies established

536| by board resolutions, those functions delineated in paragraph

537 (f), paragraph (g), paragraph (h), paragraph (i), or paragraph

538| (j).

539 (7)€% The board of directors has authority, which may not
540 be del egated, to:

541 (a) Limt the nunber of shares and the amount of deposits

542| which nmay be owned by a nenber, which limtation nust apply to
543| all nenbers.

544 1 . I : | : . : he_fund
545| et the eredit—union—
546 (b)e)» Suspend and renpve any nmenber of any of its

547 commttees for failure to performhis or her duties or for other
548| just cause.

549 (c)eed) Establish any committee determ ned to be necessary
550 and appoint its nenbership.
551 (d)¢e)} Call special neetings of the menbers.
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552
553
554| board resolutions—to-
555 {a)—Authorize the enployrment of personsnecessary-to-carry
556| onthe business of the creditunion—
557 i ; ; 7

558| personalproperty -necessary-to-carry-—on-the business of the
559| credit—union—

560 {e)>—Borrow orlend mney to-carry—on-the functionsof the
561| eredit—union—
562 (8)+rH- The board of directors may appoint an executive

563| comm ttee that whieh may be authorized to act for the board in
564| all respects, subject to such conditions and limtations as are
565| prescribed by the board in witing. The executive commttee

566| shall be conposed of the executive officers as defined in s.
567| 657.022.

568 Section 12. Subsection (1) of section 657.022, Forida
569| Statutes, is anended to read:

570 657. 022 Executive officers.--

571 (1) At the organizational neeting and within 31 # days

572 followi ng each annual neeting of the nenbers, the directors

573| shall hold the annual neeting of the board of directors and

574| elect fromtheir own nunber a presiding officer, who nay be

575| designated as chair of the board or president; one or nore vice
576 chairs or one or nore vice presidents, as the case may be; a
577| treasurer; and a secretary. The treasurer and the secretary nay

578| be the sane individual. The persons so elected shall be the

579| executive officers of the organization.
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580 Section 13. Subsection (3) of section 657.023, Florida
581| Statutes, is anended to read:
582 657. 023 Menbership. --

583 (3) A credit union may Ret—restriect—any—renrber—s—+ights—
584| except—thatthecredit—union—ay close the account and term nate
585| the nenbership of any nenber whose actions have resulted in any

586| financial loss to the credit union, or for good cause.

587 Section 14. Subsection (2) of section 657.024, Florida
588| Statutes, is amended to read:

589 657. 024 Menbershi p neetings.- -

590 (2) Each nenber shall have one vote. Mat Ballots may be

591| distributed in advance to the entire nmenbership as prescribed in
592| the bylaws. No person shall exercise the vote of any other
593| nenber.

594 Section 15. Paragraph (c) of subsection (3) and subsection
595 (4) of section 657.026, Florida Statutes, are anended to read:
596 657.026 Supervisory or audit commttee. --

597 (3) The supervisory or audit commttee shall

598 (c) Submt a report of every required audit or exam nation

599 within a reasonable tine to the board of directors with a copy

600| to the office and—depending—upon—whi-ch—organization—+s
601| appticable—a copy to the corporationor the National Credit

602 Uni on Adni ni strati on.

603 (4) The supervisory or audit commttee shall notify the

604| board of directors, the office, and—as—appticable—eitherthe
605| ecorporation—or the National Credit Union Adm nistration of any

606| violation of this chapter, any violation of the certificate of

607| authorization or bylaws of the credit union, or any practice of
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608| the credit union deened by the supervisory or audit commttee to
609| materially affect or that may potentially materially affect the
610| safety and soundness of the credit uni on be—unsafe—unsound—or
611 wunauthorized.

612

613| For the purposes of this subsection, two-thirds of the nenbers

614| of the supervisory or audit conmttee constitutes a quorum

615 Section 16. Subsection (2) of section 657.027, Florida
616| Statutes, is anended to read:

617 657.027 Credit conmmttee and credit nmanager. --

618 (2) Inlieu of acredit conmttee, the board of directors

619| may provide for a credit manager to approve or disapprove credit

620| wunder witten conditions prescribed by the board and as provided

621| in the bylaws. The board of directors may desi gnate and enpower

622| the chief executive officer as the credit nmanager, or nay

623| authorize the chief executive officer to enploy a credit

624| manager —as—providedin-the bylaws. In the event a credit

625| nanager i s designated or enployed, the procedures prescribed in
626| subsection (1) do not apply, and no credit shall be extended
627| unless approved by the credit nmanager; except that the credit
628| nmnager may appoi nt one or nore |oan officers with the power to
629| approve or disapprove credit, subject to such |imtations or
630| conditions as prescribed by the chief executive officer.

631 Section 17. Subsections (2) and (3) of section 657.028,
632| Florida Statutes, are anended to read:

633 657.028 Activities of directors, officers, committee

634| nenbers, enployees, and agents.--
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635 (2) An elected officer or director or any commttee

636| menber, other than thetreasurer—or the chief executive officer
637| serv-ng—i+nAthe—capacity—oftreasurer, nay not be conpensated for
638| her or his service as such

639 (3) A person may not serve as an officer, director, or
640| conmttee nenber of a credit union if she or he:

641 (a) Has been convicted of a felony or of an offense

642| involving dishonesty, a breach of trust, a violation of this

643| chapter, or fraud, except with the prior approval of the office

644 howi F habili on:

645 (b) Has been adjudi cated bankrupt within the previous 7
646| years;
647 (c) Has been renoved by any regul atory agency as a

648| director, officer, conmttee nenber, or enployee of any

649| financial institution, except with the prior approval of the
650 : . : :

651
652 (d) Has performed acts of fraud or dishonesty, or has

653| failed to performduties, resulting in a |oss which was subj ect
654| to a paid claimunder a fidelity bond, except with the prior

655| approval of the office upon—a—showing—of—+rehabititation-andupon
656| showingof ability to be bondable; or

657 (e) Has been found guilty of a violation of s. 655.50,

658| relating to the Florida Control of Mney Laundering in Financial
659| Institutions Act; chapter 896, relating to offenses related to
660| financial transactions; or any sinilar state or federal |aw

661 Section 18. Section 657.031, Florida Statutes, is anmended
662| to read:
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(Substantial rewordi ng of section. See
s. 657.031, F.S., for current text.)

657.031 Powers of a credit union.--

(1) Wien not in direct conflict with or superseded by

specific provisions of the financial institutions codes, the

general powers granted to corporations in s. 607.0302 shal

extend to credit unions fornmed under this chapter. This section

I VvV E S

2005

shall be liberally construed to acconplish the purposes stated

her ei n.

(2) Except as provided in s. 607.0304 or specific

provisions of the financial institutions codes, the validity of a

credit union's action, including, but not limted to, any

conveyance, transfer, or encunbrance of real or personal property

to or by a credit union, nay not be chall enged on the ground that

the credit union | acks or |acked power to act.

(3) The conm ssion may adopt rules to delineate specific

credit union powers that are consistent with standard fi nanci al

institution practices, this chapter, and the financi al

i nstitutions codes.
Section 19. Subsections (5) and (6) of section 657.033,

are added to said section, to read:
657. 033 Accounts. --

consi dered a dormant account and shall be placed under an

accounting control system

Page 25 of 50

CODING: Words stricken are deletions; words underlined are additions.

Florida Statutes, are anmended, and subsections (7), (8), and (9)

(5) Wen there has not been any activity generated by the
menber on the account for 12 24 nonths, such account shall be

hb1733-00



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1733 2005

690 (6) |If the owner of a dormant account, a person nanmed on
691| the account, or the beneficiary of the account has not had any
692| activity with a credit union for 5 7 years and the whereabouts
693| of those interested parties are unknown to the credit union,
694| that account is unclainmed or abandoned property and shall be
695| nmaintai ned pursuant to chapter 717

696 (7) A credit union nay receive shares and deposits from

697| its nmenbers and other credit unions. However, a credit union may

698| not receive shares or deposits from persons, other than credit

699| wunions, who are not nenbers of the credit union, except to a

700| joint account for which at | east one of the account holders is a

701 nmenmber of the credit union.

702 (8 A credit union nay participate in systens which all ow

703| the transfer, withdrawal, or deposit of funds of credit unions

704| or credit union nenbers by autonated or el ectronic neans and

705| hold nenbership in entities established to pronote and

706| effectuate such systens, provided such participation is not

707 inconsistent with rules of the conm ssion adopted to inprove

708| service to the nmenbers and protect nenbers' funds agai nst

709 unreasonabl e ri sks.

710 (9) A credit union shall obtain and maintain insurance of

711| accounts through the National Credit Union Administration.

712 Section 20. Section 657.038, Florida Statutes, is anmended
713| to read:

714 657. 038 Loan powers.- -

715 (1) A credit union nay extend credit to nenbers for such

716| purpose and upon such security and terns as the credit
717| conmittee, credit manager, or |oan officer approves, pursuant to
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718| witten I oan policies established by the board of directors, or
719| as may ot herw se be provided by | aw

720 (2)(a) For credit unions that have been opened for 5 years

721| or nore, the total unsecured obligations outstanding from any
722| menber mnmust not exceed the greater of $500 or 15 percent of the
723| equity of the credit union. However,

724 3> the total obligations outstanding fromany nenber nust
725| not exceed the greater of $1,000 or 25 percent of the equity of
726| the credit union. The limtations provided in this subsection do
727| not apply to |l oans which are fully secured by assignnent of

728| shares or deposits in the lending credit union.

729 (b) For credit unions that have been opened for |ess than

730 5 years, the limtation on total obligations outstanding to any

731| nenber is 10 percent of the credit union's capital.
732

733| The limtations provided in this subsection do not apply to

734| loans which are fully secured by assignnent of shares or

735| deposits in the | ending credit union.
736
737
738
739
740 (3)65)> The credit commttee or credit manager nay approve

741| in advance, upon request of a nenber, a line of credit, and
742| disbursenents may be granted to such nenber within the limt of
743| such line of credit. Wien a line of credit has been approved, no

744| additional credit applications are required as long as the

745| aggregate obligation does not exceed the limt of such Iine of
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746| credit; however, no additional disbursements my be nmade to any
747| menber whose existing extensions of credit are in default or are
748| subject to adverse classification without receiving current

749| financial information.

750 (4)6)» Loans secured by nortgages on real property nust be
751| made in accordance with witten policies of the board of

752| directors and rules of the conm ssion.

753 (5)H As used in this section, the term"rel ated

754| interest" neans a person's interest in a partnership as a

755| general partner, and any |limted partnership, corporation, or
756| other business organization controlled by that person. Alimted
757| partnership, corporation, or other business organization is

758| controlled by a person who:

759 (a) Owmns, controls, or has the power to vote 25 percent or
760| nore of any class of voting securities of any such business

761| organization;

762 (b) Controls in any manner the election of a majority of
763| the directors of any such busi ness organization; or

764 (c) Has the power to exercise a controlling influence over
765| the managenent or policies of such business organi zation.

766 (6)68)» In conputing the total liabilities of any person,
767| all | oans endorsed or guaranteed as to repaynent by such person
768| and by any related interest of such person nmust be included.

769 (7)€% A loan may nhet be made to any corporati on—exeept
270 . . . .

771| eorporation in which the credit union holds an equity interest.
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772 (8)10) The loan Ilimtations stated in this section shal
773| not be enlarged by the provision of any other section of this
774| chapter.

775 (9) - Any approval of extension of credit requiring

776| approval of the board of directors shall be recorded in the

777 mnutes of the board, including the borrower's account nunber or
778| other code, the ampbunt of the |oan, the maturity of the | oan,
779| and the general type of security.

780 (10) (22> The conm ssion may adopt rules to provide for

781| m ni num docunentation and safe | endi ng procedures necessary to
782| protect the nenbers' funds.

783 (11) (33> A credit union may participate in extensions of
784| credit to—its—werbers jointly with other credit unions,

785| corporations, or financial institutions.

786 (12) 24y A credit union nmay participate in guaranteed | oan
787| prograns of the federal and state governnents, provided the

788| borrower is a nenber of the credit union

789 (13) (25 |If approved by the board of directors, a credit
790| wunion may extend credit to other credit uni ons,—e+—to—the

791| eerporation— in an anobunt not greater than 25 percent of the
792| wunippaired capital of the lending credit union.

793 (14) 26 A credit union may purchase the conditional sales
794| contracts, notes, and simlar instrunents of its menbers,

795| provided that the credit union could have originally nade the
796| | oan te—the nrenrber.

797 (15) A credit union may issue credit cards and debit cards

798| to allow nenbers to obtain access to their shares, deposits, and

799| extensions of credit, provided such issuance i s not inconsistent
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800 with the rules of the comm ssion. The comm ssion, by rule, nay

801| allow the use of devices sinmlar to credit cards and debit cards

802| to allow nenbers to obtain access to their shares, deposits, and

803| extensions of credit.

804 Section 21. Subsection (1) of section 657.039, Florida
805 Statutes, is anended to read:

806 657.039 Loan powers; extension of credit to directorss
807 | eofficers—commtteermeabers— and certain other persons

808| enployees. --

809 (1) Acredit union may extend credit to its executive

810| officers, directors, credit manager, nenbers of its supervisory,

811| audit, and credit commttees, andany—otherperson—-authorizedto
812| approve—extensions—oferedits provided:

813 (a) The extension of credit conplies with all requirenents
814| wunder this chapter with respect to credit extended to other

815| borrowers and is not on terns nore favorable than those extended
816| to other borrowers.

817 (b) The loan or aggregate of |oans to any person or any
818| related interest of any person covered by this section which

819| exceeds $20, 000 $5000, except for share-secured or deposit-

820| secured credit, is approved in advance by the board of directors
821| with any interested person abstaining fromvoting.

822 (c) Approved lines of credit, such as open-end | oans, nay
823| be funded wi thout further approval by the board, but al

824| extensions of credit over $20,000 $5-000 to such persons nust be
825| reviewed at |east annually by the board of directors. C osed-end

826| | oans which have been fully funded do not require annual review.
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827 Section 22. Paragraph (i) of subsection (1), subsection
828| (4), and paragraph (b) of subsection (5) of section 657.042,

829| Florida Statutes, are anended to read:

830 657.042 Investnent powers and limtations.--A credit union
831| may invest its funds subject to the follow ng definitions,

832| restrictions, and limtations:

833 (1) I NVESTMENTS NOT SUBJECT TO LI M TATIONS.--There is no
834 Ilimtation with respect to the capital of the investing credit
835 wunion on the follow ng investnents:

836 (1) Stock of the Federal National Mrtgage Associ ation,

837| Federal Hone Loan Bank, or any other simlar entity designated

838| by the office, designed to pronote investnment in residential
839| nortgages, which may be purchased and retained as required in
840| connection with nortgage transactions with the association or
841| entity.

842 (4) | NVESTMENT SUBJECT TO LI M TATI ON OF ONE PERCENT OF
843| CAPITAL OF THE CREDIT UNION.--Up to 1 percent of the capital of
844| the credit union e+—$15-000—whicheveris—greater— may be

845 invested in any of the foll ow ng:

846 (a) Corporate obligations of any one corporation which is
847 an affiliate or subsidiary of the credit union or a service
848| corporation, except that the total investnent in all such

849| corporate obligations shall not exceed 10 percent of the capital
850| of the credit union.

851 (b) Any capital participation instrunment or evidence of
852| indebtedness issued by the Florida Bl ack Business |nvestnent
853| Board pursuant to the Florida Small and M nority Business

854| Assistance Act of 1985.
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855 (5) I NVESTMENTS | N REAL ESTATE AND EQUI PMENT FOR THE
856 CREDI T UNI ON.- -
857 (b) The limtations provided by this subsection my be

858| exceeded with the prior witten approval of the office. The

859 office shall grant such approval if it is satisfied that:

860 1. The proposed investnent is necessary.

861 2. The amount thereof is comensurate with the size and
862| needs of the credit union.

863 3. The investnment will be beneficial to the nenbers.

864 4. A reasonable plan is devel oped to reduce the investnent

865 to limts provided by | aw.

866 Section 23. Section 657.043, Florida Statutes, is anended
867| to read:

868 657. 043 Reserves. --

869 (1) TRANSFERS TO REGULAR RESERVE - | mrediately before

870 . h_di-vidend ¢4 L of all | : I ' od
871| shallbe determned—Fromthis—amunt—there shall be-set—aside
872| suns-as—aregularreserve in-accordancew-th-the followng

873| schedule—

874 & —A—credit—union—shall set asider

875 1 Five percent—of the totalof all incone for the period-

876| wntil-the regular reserve equals 6 percentof the risk-assets—
877| then~

878 2—Two percent—of the totalof allinconefor the period-
879| wuntilthe regular reserve equals 8 percentof the risk assets—
880 (b)y—\Wrenever the ratioof regular reserves to risk-assets

881| falls below the stated percent—it-shall-be replenished by

882| regular—contributions—as providedin-paragraph{a)—
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883 {e)y—The office may decrease the reserve reguirepnents-—set
gsal i o i I . I L o I I .

885| necessary-to-preserve-the fiscal -soundnessof the credit—union—
886 (1)2» ALLOMNCE FOR LOAN LOSSES ACCOUNT. - -The credit

887| union shall nmaintain an account for | oan and | ease | osses. The

888| amount in the account nust egual—theboard-s—estinateoflosses
889 | inAthetloan—portiolo—-and be consistent with applicable United

890| States generally accepted accounting principles and i ndustry

891| gquidance provided by requl atory agencies or as required by the
892| office rules—ofthecommssion. The account nust be provi ded
893| fory~ before paying a divi dend—na—the+ranrner—provi-ded—by—+ule.
894 | This—account—constitutes part—of the regular reserve forthe

895 e d .. I . F | ol
896| assets—

897 (2)3) USEOF REGQULAR RESERVE.--The regul ar reserve shal

898| belong to the credit union and shall be used to neet |osses. +n

899| the eventof a decrease—the office may requireadditional
900| transfters-to-the regular reserve-above the ampunt reguired-by
901| subsection{LH—until the decrease-has beenrestored- The reqgul ar

902| reserve may not be decreased without the prior witten approval

903| of the office or as provided by rule of the conmm ssion.

904 4)—RI-SK-ASSEFS—DPEFHNED—-ThefolH-owing—assets—shal—be
905| eonsidered sk assets

906 {(a)—AH 1 oans,—except—

907 I—toanstuysecured by apledgeof shares—or deposits

9os!| i he | i i on. I I . . I |
909| the-ampunt—of the loan outstanding—
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910
911
912
913
914
915
916
917
918
919
920
921
922
923
924
925
926
927
928| by this chapter—unless a specific reserve has beenestablished
929| forthe excess—

930 (3)65)> ALLOMNCE FOR | NVESTMENT LCSSES. --The credit union

931| may nmaintain a contra asset account to provide an all owance for

932| investnment |osses, which will not be included in the

933| determ nation of equity. The account nust be nmaintained
934| consistent with the rules of the conmm ssion.

935 (4)6)» SPECI AL RESERVES. --1n addition to such regul ar

936| reserve, special reserves shall be established:
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937 (a) To protect nenbers agai nst | osses resulting from

938| credit extended or fromrisk assets when required by rule, or
939| when found by the office, in any special case, to be necessary
940| for that purpose; or

941 (b) As authorized by the board of directors.

942 (5) BORROW NG MONEY.——A credit union may borrow nobney and
943| 1issue evidences of indebtedness for any loan in the usual course

944| of its business and secure such obligati ons by nortgage or

945| pledge of any of its assets. Aggregate borrow ngs shall not

946| exceed 50 percent of the capital that is not inpaired by | osses

947| of the credit union. However, this percentage |imtation shall

948| not apply to loans fromthe National Credit Union
949| Adnministration.

950 (7}  RESERVE FOR CONTI NGENCIES. - -The bhoard of directors
951 . . .

952

953

954 | for—additional—possible lossesand-expenses—

955 {(8) —RESERVES. - -The ratioof equity to total assets for

956| each—credit—union—nust—be maintailned-at—notlessthan 5 percent—

957 I | of 1 | I I hi o | . I

958 bo I 4 ' . hal b withi

959| days—thereafter—prepare—and-file wth the office for approval—a

960 | hi I - . it hi ’ o

961 . . . .

962

963

964 | office—The commssion—bytrule—shall prescribe-the
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965
966
967
968
969
970
971
972
973
974| undivided -earnings—of the credit—union—

975 Section 24. Section 657.062, Florida Statutes, is anended
976| to read:

977 657. 062 Conservat orshi p Assurpti-on—of—control—by—guarantor

978 er—insurer.--

979 (1) The office may appoi nt direet—the—corporation—or the

980| National Credit Union Adm nistration as conservator of a credit

981| union to take possession and,—whichever—is—apptcable—to—-assune

982| control of the property, assets, and business of its nenber

983| credit union and to operate it subject to the directions of the
984| office whenever:

985 (a) Vhenever The office finds that the credit union:

986 1. |Is engaging or has engaged in an unsafe or unsound

987| practice;

988 2. Is violating or has violated any provision of this

989| chapter; or

990 3. Is violating or has violated any comm ssion rul e,

991| office order, or witten agreenent entered into with the office,
992
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993| in such a manner that the credit union is threatened wth
994| imm nent insolvency, —
995 (b) \henever A majority of the nmenbers of the board of

996| directors of the credit union have been renoved by the office or
997| the National Credit Union Adm nistration or shalk have resigned;
998| or

999 (c) The credit union is significantly undercapitalized and

1000 has no reasonabl e prospect of becom ng adequately capitalized.

1001| The commi ssion may define by rule criteria for determning if a

1002| credit union is undercapitalized or adequately capitalized. In

1003| defining such criteria, the conm ssion shall consider the

1004| definitions contained in Section 216 of The Federal Credit Union
1005| Act, 12 U.S.C. s. 1790d.

1006 (2) Except when prohibited by federal or state law, in the

1007| event of conservatorshi p assunrpti-on—of—cont+rol, the conservator

1008| guaranter—or—insurer may appoi nt eleet the board of directors
1009| and the operating conmttees and may, w thout penalty or

1010| liability, prepay any deposit accounts; term nate any contracts
1011 or agreenents with enpl oyees, independent contractors, or

1012| consultants; term nate any contract or agreenent with any person
1013| to provide goods, products, or services if the performance of
1014| such contract woul d adversely affect the safety or soundness of
1015| the credit unions er—if-such-contract—was—enteredintoin

1016| wiolatten—-of——s—6570315(1); and term nate or assign any |ease
1017| for property. The authority of the conservator guarantor—or

1018| #nsurer to continue operation of a credit union shall continue

1019| for a period not to exceed 180 days, unless extended by the

1020| office for an additional period or periods not to exceed 180
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1021| days each at the request of the conservator guarantor—or
1022| +nsurer, or unless involuntary |iquidation proceedings have been

1023| initiated by the office. In the event that the conservator

1024 | guarantor—or—+nsurer does assune control pursuant to the
1025| direction of the office, a neeting of the credit union shall be

1026| called within 180 days, or within the period of extension as
1027| approved by the office, for the specific purpose of electing a
1028| new board of directors, who shall take office when the

1029| conservator gduaranter—or—insurer surrenders control, or
1030| considering such other recomrendations as the conservator

1031| guarantoer—or—+nsurer and the office nmay nake.

1032 Section 25. Subsections (1), (2), and (3) of section

1033| 657.063, Florida Statutes, are amended to read:

1034 657.063 Involuntary |iquidation.--

1035 (1) If the office finds that any credit union is bankrupt

1036| o+ insolvent or inmnently insolvent;—e+ is transacting its

1037| business in an unsound, unsafe, or unauthorized manner such that
1038| it is threatened with inm nent insolvency, and liquidationis in

1039| the best interest of the nenbers; or is undercapitalized and has

1040 no reasonabl e prospect of becom ng adequately capitalized, the

1041| office may, in its discretion, order the credit union placed in
1042| involuntary liquidation and designate and appoint a |iquidator
1043| to take charge of the assets and affairs of the credit union.
1044 The order shall set forth the specific findings and reasons for
1045| the action taken. The comm ssion nay define by rule criteria for

1046| determining if a credit union is undercapitalized or adequately

1047| capitalized. In defining such criteria, the conmm ssion shal
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1048| consider the definitions contained in Section 216 of The Federal
1049| Credit Union Act, 12 U.S. C s. 1790d.

1050 (2) The liquidator nust be appointed by the office. The
1051| ecorporation—or—the National Credit Union Adm nistrations

1052| whicheveris—apptieabler- nust be given the right of first

1053| refusal. The office may appoi nt another entity if refused by the

1054 | primary guaranrter—oer insurer.

1055 (3) Upon appointnment and in accordance with the directions

1056 of the office, the |iquidator shall take possession and charge
1057| of all of the assets, books, and records of the credit union and
1058| shall take charge of the affairs, business, and operations of
1059| the credit union and shall have all of the powers of the board
1060| of directors, credit commttee, credit manager, and supervisory
1061| conmittee of the credit union. The liquidator shall continue the
1062| business operation of the credit union for a period not to

1063| exceed 180 days, subject to the direction of the office. The
1064 | Iliquidator shall have full authority to make | oans and

1065| investnents and to permt deposits to or withdrawal s from

1066| accounts by nmenbers, except that during the period of such

1067| operation by the liquidator, no wthdrawal from any account or
1068| accounts which are not fully insured er—guaranteed shall be

1069| permtted. Except when prohibited by federal or state |aw, the
1070| liquidator nay, wthout penalty or liability, prepay any deposit
1071| accounts; termnate any contracts or agreenents wth enpl oyees,
1072| independent contractors, or consultants; term nate any contract

1073| or agreenment with any person to provide goods, products, or

1074| services if the performance of such contract woul d adversely
1075 affect the safety or soundness of the credit uni on that—was
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1076| enteredintoinviolationof s 857 0315(1) or s 857 062(2);

1077| and term nate or assign any |ease for property. The |iquidator
1078| shall proceed with a |liquidation of assets by sale or transfer
1079| of assets and conversion of assets into cash or liquid

1080| investnents in preparation for distribution to nmenbers on

1081| account of shares and deposits. The liquidator shall have

1082| specific authority to sell | oan assets. The liquidator may enter
1083| into agreenments for the sale or transfer of |oans and ot her

1084| assets with the assunption of outstanding share and deposit

1085| accounts, which assunption constitutes full and conplete

1086| distribution to nenbers on account of shares and deposits.

1087 Section 26. Subsections (1), (4), (5), and (7) of section
1088| 657.064, Florida Statutes, are anended to read:
1089 657.064 Voluntary liquidation.--A credit union may el ect

1090| to dissolve voluntarily and liquidate its affairs in the
1091| follow ng nanner

1092 (1) Before considering any resolution pertaining to
1093| voluntary liquidation by the board of directors, the credit

1094| wunion nust informthe office and the—ecoerporation—-or the National
1095| Credit Union Adm nistrati on—whicheveri+sappticable~ of the

1096| tinme and place of the neeting of the board of directors. The

1097| notification nust be transmtted at | east 10 5 days before the

1098| board of directors neets.

1099 (4) Upon adoption by the board of directors of a

1100| resolution recommendi ng that the credit union be voluntarily

1101| liquidated, the office eorporatioen or the National Credit Union

1102| Adm ni strati on—whichever—+s—appticable—~ may restrict control or

1103| give directions with respect to the continued busi ness of the
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1104| credit union pending consideration of the voluntary |iquidation
1105| by the nmenbers. During such period, no nenber shall w thdraw an
1106| aggregate anmount in excess of the insurance or guaranty covered
1107| by the credit union. No new extensions of credit shall be funded
1108| during the period between the board of directors' adoption of
1109 the resolution recommending the voluntary |iquidation and the
1110 nenbership neeting called to consider the voluntary |iquidation,
1111| except for loans fully secured by a pl edge of shares and for the
1112| funding of outstanding | oan conm tnents approved before the

1113| board of directors adopts the resol ution.

1114 (5 The notice required by subsection (3) shall also be
1115| mailed to the office and the National Credit Union

1116| Administration within 5 days after the action of the board of

1117 directors. Wthin 10 days after the neeting of the nenbership,
1118| the board of directors shall notify the office and the

1119| ecorporation—or the National Credit Union Admnistrations

1120| whicheveris—apptieabler- in witing of the action taken by the
1121| nenbers.

1122 (7) The eeorporationor—the National Credit Union

1123| Admi ni strati on—whi-chever—+s—appticable~ shall have the right of

1124| first refusal to be appointed as |iquidator of any liquidating
1125| credit union which it guarantees—or insures. The |iquidator
1126| shall have all of the powers provided in s. 657.063 regarding

1127| involuntary liquidation. |If thecerperation—or the National
1128| Credit Union Adm nistration declines shall—deeline to serve as

1129| liquidator, the board of directors shall appoint a reasonable

1130| person as liquidator and specify the extent of responsibilities

1131| and authority del egated to the |iquidator.
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1132 Section 27. Section 657.065, Florida Statutes, is anended
1133| to read:
1134 (Substantial rewordi ng of section. See
1135 S. 657.065, F.S., for current text.)
1136 657. 065 Merger. - -
1137 (1) Upon filing of an application with the office by

1138| constituent credit unions and upon approval by the office,

1139| credit unions may be nmerged with a surviving state credit union,

1140| as prescribed in this code, except the action by a nerging

1141| federal credit union shall be taken in the nanner prescribed by,

1142| and shall be subject to, any limtations or requirenents inposed

1143| by federal |aws and regul ations. The application shall be

1144| acconpani ed by a nerger plan and agreenent together with a

1145| certified copy of the authorizing resolutions of the board of

1146| directors of the constituent credit unions show ng approval by a

1147 mmjority of the entire board of directors of each credit union,

1148| as provided in this section, and a nonrefundabl e application fee

1149| of $500. The fee may be waived by the office for a nerger

1150 pursuant to subsection (6).
1151 (2) Nothing in the laws of this state restricts the right

1152| of a state credit union to nerge with a surviving federal credit

1153 wunion. In such case, the action to be taken by a nerging state

1154| credit union, and its rights and liabilities and those of its

1155| nenbers, shall be the sane as those prescribed by the applicable

1156| federal laws or reqgulations for nmerging federal credit unions at
1157 the tine of the action.

1158 (3) If the resulting credit union will be a state credit

1159 wunion, the constituent nmerging credit unions shall adopt a
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1160| nerger plan and agreenent stating the nethod, terns, and

1161| conditions of the nerger, including all agreenents concerning

1162 the nerger. The board of directors of each constituent credit

1163 wunion shall, by majority vote of the entire board, approve the

1164 nerger plan and agreenent, which shall contain:

1165 (a) The nane and address of the nmergi ng and surviving
1166| credit union.
1167 (b) The date, tine, and place of the neeting at which the

1168| nerger plan and agreenent were approved by the nergi ng and the

1169| surviving credit union's boards of directors.

1170 (c) The nanme and address of the main office of the

1171| surviving credit union and each continuing branch office.

1172 (d) The nanes, terns, and board positions of the surviving

1173| credit union's board of directors.

1174 (e) The nanes and title of each executive officer.

1175 (f) A list of any amendnents needed to the surviving

1176| credit union's bylaws, if applicable, and attached to the

1177 agreenent copies of such anmendnents.

1178 (g) A statenent that the nerger and the nerger plan and

1179 agreenent are subject to approval by office and the Nati onal
1180 Credit Union Adm nistration.

1181 (h) Such additional provisions not contrary to | aw as nay

1182| be agreed upon by the constituent credit unions and such ot her

1183| provisions as the office requires to enable the office to

1184| discharge its duties with respect to the nerger

1185 (4) The office shall approve the application and the

1186| nerger plan and agreenent if the office finds that:

1187 (a) The surviving credit union's net worth i s adequate.
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1188 (b) The nmerger will not inpair the ongoing viability of

1189| the surviving credit union.
1190
1191| If the office disapproves a nerger plan and agreenent, the

1192| office shall state its objections and, the provisions of chapter

1193| 120 notwi thstandi ng, give an opportunity to the nergi ng and

1194| surviving credit unions to anend the nerger plan and agreenent

1195 to elimnate such objections.

1196 (5) Approval by the office, by final order or otherw se,

1197 of the application and nerger plan and agreenent shall be deened

1198| subject to approval by the nenbers of the nerging credit union

1199 who vote on the nerger at a neeting duly called for that

1200| purpose. Such approval shall be docunented by the subm ssion of

1201 a copy of:

1202 (a) The notice of intent to nerge given to the surviving
1203| credit union.

1204 (b) The notice of the neeting duly called to consider the

1205 nerger to the nenbers of the nmerging credit union. Such notice

1206| shall disclose the purpose of the neeting and the date, tine,

1207| and place of the neeting

1208 (c) The resolution adopted by the menbership confirnm ng

1209| the vote on the nerger
1210
1211 Unless the approval of the nerging credit union has been

1212| obtai ned and proper evidence thereof submtted to the office

1213 within 6 nonths after the approval by the office, the approval

1214 by the office of the nerger and nerger plan and agreenent shal

1215| be deened to be revoked and term nated; however, the office on
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1216| its own npotion, or at the request of the nmerging or surviving

1217| credit unions for good cause shown, nay extend the tinme for a

1218| period not to exceed 6 nonths.

1219 (6) Notwi thstanding any other provisions of this chapter

1220 or of chapter 120, a credit union may nerge wthout the vote of

1221| the nenbership when the office determnes that the credit union

1222| is in danger of insolvency or that the credit union is

1223| significantly undercapitalized, as defined in Section 216 of The
1224| Federal Credit Union Act, 12 U.S.C. s. 1790d, and the nerger
1225 will enable the credit union to avoid |iquidation.

1226 (7) A nerger with a resulting state credit uni on nay not

1227| take place or be effective unless approved by the Nationa

1228| Credit Union Adm nistration and the office issues a certificate

1229 of nmerger. Upon consunmati on of the nerger, the certificate of

1230| authorization of the nerged credit union shall be returned to

1231| the proper authority to be cancel ed. Al so, at consummation, all

1232| property and property rights of, and nenbers' interest in, the

1233 nerged credit union shall vest in the surviving credit union

1234| w thout deed, endorsenent, or other instrunent of transfer and

1235 all debts, obligations, and liabilities of the nerged credit

1236| wunion shall be assuned by the surviving credit union under the

1237 certificate of authorization under which the nerger was

1238| effected. Al nenbers of the surviving credit union have the

1239| sane rights, privileges, and responsibilities after the nerger

1240| is conpleted. The certificate of nerger nust be recorded in the

1241| public records of all counties in which the nerging credit union

1242| owned any real property at the effective date of the nerger.
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1243 Section 28. Section 657.066, Florida Statutes, is anended
1244 to read:
1245 657. 066 Conversion fromstate credit union to federa

1246| credit union and conversely.--Any credit union organi zed under
1247| this chapter may convert into a federal credit union and any
1248| federal credit union may convert into a credit union organized
1249| pursuant to this chapter upon approval of the authority under
1250| the supervision of which the converted credit union will operate
1251 and upon conpliance with applicable | aws.
1252 (1) Any action by the board of directors proposing
1253 conversion shall be by resolution and shall require the
1254 affirmative vote of an absolute majority of the board of
1255| directors. Upon—adoptionofaresolutionrelating to-conversion,-
1256 i i
1257
1258
1259
1260
1261
1262
1263
1264
1265
1266
1267| approve-the conversion—
1268 (2) 63y WHhin10-days—altertheapproval—ofl—the
1269| wmenbership- The board of directors shall cause to be transmtted
1270| to the authority under the supervision of which the converted
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1271| credit union wll operate a copy of the resolution adopted by
1272| the board of directors and a conversion application approved—-by
1273| the-nmenbership.

1274 (3)&4)r Upon the witten approval of the authority under
1275| the supervision of which the converting credit union is to

1276| operate, the converting credit union shall becone a credit union
1277| under this chapter or under the laws of the United States, as
1278| the case may be, and thereupon all assets shall becone the

1279| property of the converted credit union, subject to all existing
1280| liabilities against the credit union. Al shares and deposits
1281| shall remain intact. Any federal credit union seeking to convert
1282| to a state-chartered credit union shall pay a nonrefundabl e

1283| filing fee of $500. The office may conduct an exam nation of any
1284| converting federal credit union before approving the conversion
1285| and the converting credit union shall pay a nonrefundabl e

1286| exam nation fee as provided in s. 655.411(1)(b).

1287 (4) Upon the approval of the authority under the

1288| supervision of which the converted credit union will operate, a

1289 copy of the resolution shall be provided to each nenber,

1290| together with a notice setting forth the tine, |ocation, and

1291| purpose of a neeting of the nenmbership which shall be held not

1292| less than 10 or nore that 30 days follow ng the transm ssion of
1293| the noti ce.
1294 (5) A ballot allowing an affirnative or negative vote on

1295| the proposed conversion shall also be provided to each nenber

1296 Any ballot received by the credit union prior to the neeting

1297| called to consider the conversion shall be counted along with

1298| the votes cast at the neeting. Each nenber shall have only a
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1299| single vote. A nmgjority of the votes cast by the nenbers shal

1300 be required to approve the conversion.
1301 (6) Wthin 10 days after the approval by the nenbership,
1302 the board of directors shall cause to be transmtted to the

1303| authority under the supervision of which the converted credit

1304| union will operate a copy of the resolution adopted by the board

1305 of directors and approved by the nenbership with confirnmation of
1306| the vote.

1307 (7)5)> Every conversion nust be conpleted wthin 90 days
1308| after the approval of the authority under the supervision of

1309 which the converted credit union will operate. Upon receiving
1310| its certificate of authorization or charter fromthe authority
1311| under the supervision of which the converted credit union wl|
1312| operate, the old certificate of authorization or charter shal
1313| be returned to the proper authority and shall be cancel ed.
1314 (8)6)> In consummation of the conversion, the old credit
1315| union nmay execute, acknow edge, and deliver to the newy

1316| chartered credit union the instrunents of transfer necessary to
1317| acconplish the transfer of any property and all right, title,
1318| and interest therein.

1319 Section 29. Subsection (7) of section 658.43, Florida

1320| Statutes, is anended to read:

1321 658.43 Approval by office; valuation of assets; energency
1322| action. --
1323 7 o i I . ot he fi ol

1324] i , . I e ol 120 if ¢ £ |
1325 . , . :
1326
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1354 {g—TFhe charteringof a new state trust conpanyto-acguire
1355| assets—and-assupetiabilitiesand rights—powers.—and

1356 e . . -

1357
1358
1359
1360
1361
1362
1363
1364
1365
1366
1367
1368
1369
1370
1371
1372
1373
1374| inAstitution—

1375 Section 30. Sections 657.0315, 657.051, 657.055, and
1376| 657.068, Florida Statutes, are repeal ed.

1377 Section 31. This act shall take effect July 1, 2005.
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