Co~NOoOUI~,WNE

STATE OF NEW YORK

4567--A
2011- 2012 Regul ar Sessi ons
I N SENATE
April 12, 2011

Introduced by Sens. CRIFFO AVELLA -- read twi ce and ordered printed,

and when printed to be conmtted to the Commttee on Banks -- recom
mtted to the Conmmittee on Banks in accordance with Senate Rul e 6,
sec. 8 -- conmttee discharged, bill anended, ordered reprinted as

anmended and reconmitted to said conmittee

AN ACT to amend the banking law and the insurance law, in relation to
credit union menbershi ps and general powers

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Subdivisions 3 and 5 of section 450-a of the banking | aw,
as added by chapter 214 of the laws of 1999, subdivision 5 as further
anended by section 104 of part A of chapter 62 of the |aws of 2011, are
amended to read as foll ows:

3. Notwi thstandi ng any other provision of this article, a |ow incone
credit union may issue shares, share drafts and share certificates to
nonnmenbers who or which may be natural persons, corporations, partner-
ships or other legal entities. A BRANCH OF A LONINCOVE CRED T UNI ON
LOCATED I N A LOW I NCOVE AREA SHALL BE EXEMPT FROM TAXATI ON UNDER SECTI ON
FOUR HUNDRED El GHTY- FI VE-F OF THE REAL PROPERTY TAX LAW

5. As used in this section, the term"low incone credit union" shall
nmean a credit union in which a majority of [the nenbers] A WELL- DEFI NED
SEGVENT OF MEMBERS TO BE SERVED:. (a) nake |less than eighty percent of
the average for all wage earners as established by the bureau of |abor
statistics of the United States departnent of [|abor or have annua
household incomes that fall at or below eighty percent of the nedi an
househol d i ncone for the nation as established by the United States
census bureau; or (b) are residents of a public housing project who
qual i fy for such residency because of low incone; or (c) qualify to
receive benefits from any program designed to assist the economcally
di sadvant aged. The superi ntendent of financial services mnay promulgate

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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regul ations appropriate to the formation and operation of |ow incone
credit unions.

S 2. Subdivision 2 of section 451 of the banking | aw, as anended by
chapter 660 of the laws of 2004, is amended to read as foll ows:

2. The qualifications for menbership.

[ (a) Menbership shall be limted to:

(1) persons having a common enpl oyer;

(2) persons and organi zations who are nenbers of the sane trade,
i ndustry, profession, club, union, society or other association;

(3) in the case of a credit union incorporated under this chapter as
of the effective date of this subdivision, and with the approval of the
superintendent, which approval shall not be given if it would be
destructive of conpetition within a nunicipality, nore than one comon
enpl oyer; provided, however, that an enployer group with under three
t housand enpl oyees nay be added upon receipt of a notice as provided in
subdi vi sion two of section four hundred seventy-eight of this article;

(4) with the approval of the superintendent, and subject to the
provi si ons of paragraph (b) of this subdivision, nore than one group
each of which has, wthin the group, a comon bond of occupation,
i ncl udi ng a comon enpl oyer, or association; provided, however, that a
group of Iless than three thousand nmenbers, which is within reasonable
proximty to the credit union's service area or areas, nay be added upon
recei pt of a notice as provided in subdivision two of section four
hundred seventy-eight of this article; or

(5) persons and organizations within a well-defined |ocal conmmunity,
nei ghbor hood or rural district and who in the judgnent of the super-
i nt endent have such a community of interest as will insure proper adm n-
istration.

(b) In considering an application to add a group to a credit union
aut hori zed under subparagraph four of paragraph (a) of this subdivision,
t he superintendent shall not approve the addition unless the group is
within reasonable proximty to the credit union's service area or areas.
If the group has nore than three thousand nenbers, the superintendent
shall not approve such addition unless he or she deternmines that the
group could not feasibly or reasonably establish a new single comobn
bond credit union because:

(1) the group lacks sufficient volunteer and other resources to
support the efficient and effective operation of a credit union;

(2) the group does not neet the criteria which the superintendent has
deternmined to be inportant for the likelihood of success in establishing
and managi ng a new credit union, including denographic characteristics
such as geographical |ocation of nmenbers, diversity of ages and incone
| evel s, and other factors that nay affect the financial viability and
stability of a credit union;

(3) the group would be unlikely to operate a safe and sound credit
uni on; or

(4) the group has been transferred from another <credit wunion in
connection with a nerger or consolidation recommended by a state or
federal regul ator based on safety and soundness concerns or by the board
of the National Credit Union Admnistration in its capacity as conserva-
tor or liquidating agent.

(c) Wth the approval of the superintendent, a credit union may extend
nmenber ship to persons and organi zations in an underserved | ocal communi -
ty, nei ghborhood or rural district, where such area is determ ned by the
superintendent to be an "investnent area" as defined in the federa
Communi ty Devel oprment Banki ng and Fi nancial Institutions Act of 1994 (12
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US. C 4703(16)) and any other requirenents inposed by the superinten-
dent, including a requirenent that the credit union establish and main-
tain an office or facility in such area.

(d) To the extent not expressly prohibited by the bylaws of the credit
uni on:

(1) in each instance where a person is a nenber or is directly eligi-
ble for menbership, nenbers of his or her imMmediate famly or househol d
shall be eligible for nmenbership. For the purposes of this subparagraph,
"imediate fam|ly" neans a person's spouse, and their |ineal ancestors
and descendants, including persons so related by adoption, siblings,
stepparents, stepchildren, and stepsiblings; and "household" neans
persons living in the same residence and maintaining a single economc
unit;

(2) any enployee of the credit union shall be eligible to nmenbership;
and
(3) any nmenber who | eaves the field of nenbership and who has not
wi t hdrawn or been expell ed may retain nmenbership.

(e) To the extent not expressly prohibited by the bylaws of the credit
uni on, any incorporated or unincorporated organizati on conposed princi-
pally of persons eligible to nenbership in the credit wunion and the
organi zation's enployees shall be eligible to nmenbership in the credit
uni on.

(f) Any person who is eligible for nmenbership by reason of the fact
that he or she is an enpl oyee either of a comon enployer or of a credit
uni on shall not becone ineligible, after the term nation of such enpl oy-
ment, as |long as he or she receives a pension or annuity from or under,
a plan or other arrangenent established by such common enpl oyer or cred-
it union.

(g) The provisions of this subdivision shall not apply to a corporate
credit union.] QUALIFICATIONS FOR MEMBERSH P SHALL BE PURSUANT TO
SECTI ON  FOUR HUNDRED FI FTY- ONE-A OF THI S ARTI CLE AND SHALL NOT APPLY TO
A CORPORATE CREDI T UNI ON.

S 3. The banking law is anended by addi ng a new section 451-a to read
as foll ows:

S 451-A QUALI FI CATI ONS FOR MEMBERSHI P. 1. THE MEMBERSH P OF A CREDI T
UNI ON SHALL BE DETERM NED BY THE BOARD OF DI RECTORS OF SUCH CREDI T UNI ON
AND SHALL CONSI ST OF PERSONS WTHIN THE CREDIT UNTON' S FI ELD OF MEMBER-
SH P WHO HAVE BEEN DULY ADM TTED MEMBERS

2. ACREDIT UNNON S FI ELD OF MEMBERSHI P MAY | NCLUDE:

(A) PERSONS WTHI N ONE OR MORE GROUPS OF THE FOLLOW NG OR A COWBI NA-
TI ON OF SUCH GROUPS:

(1) OCCUPATI ON, OR

(2) ASSOCI ATI ON OR | NTEREST, OR

(3) PERSONS WHO RESI DE, WORK, WORSH P OR ATTEND SCHOOL WTHIN A
GEOGRAPHI C AREA, | DENTI FI ABLE NEI GHBORHOOD, COVMUNI TY OR RURAL DI STRI CT;
AND

(B) BUSI NESSES, ASSOCI ATIONS OR ORGANI ZATIONS LOCATED WTHIN A
GEOGRAPHI C AREA; AND

(O FAMLY MEMBERS OF SUCH PERSONS DESCRI BED | N PARAGRAPH (A) OF THI'S
SUBDI VI SI ON. FOR THE PURPCSES OF THI S PARAGRAPH, "FAM LY MEMBER' MEANS A
PERSON RELATED BY BLOOD, MARRI AGE OR LIVING IN THE SAME HOUSEHOLD W TH A
PERSON WTHIN THE FIELD OF MEMBERSHH P AND THEI R LI NEAL ANCESTORS AND
DESCENDANTS | NCLUDI NG PERSONS SO RELATED BY ADOPTI ON, SIBLINGS, STEPPAR-
ENTS, STEPCH LDREN AND STEPSIBLINGS; AND "HOUSEHOLD' MEANS PERSONS
LIVING I N THE SAME RESI DENCE AND MAI NTAI NI NG A SI NGLE ECONOM C UNI' T; AND

(D) ANY EMPLOYEE OF THE CREDI T UNI ON; AND
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(E) ANY MEMBER VWHO LEAVES THE FIELD OF MEMBERSH P AND WHO HAS NOT
W THDRAWN OR BEEN EXPELLED MAY RETAI N MEMBERSHI P; AND

(F) ANY | NCORPORATED OR UNI NCORPORATED ORGANI ZATI ON COVPOSED PRI NCI -
PALLY OF PERSONS ELI G BLE TO MEMBERSHI P IN THE CREDIT UNION AND THAT
ORGANI ZATI ON' S EMPLOYEES.

3. ANY PERSON WHO IS ELIQdBLE FOR MEMBERSH P BY REASON OF THE FACT
THAT HE OR SHE | S AN EMPLOYEE OF A COWON EMPLOYER OR OF A CREDIT UNI ON
SHALL NOT BECOVE | NELI G BLE, AFTER THE TERM NATI ON OF SUCH EMPLOYMENT
AS LONG AS HE OR SHE RECEI VES A PENSION OR ANNUITY FROM OR UNDER, A
PLAN OR OTHER ARRANGEMENT ESTABLI SHED BY SUCH COMMON EMPLOYER OR CREDI T
UNI ON.

4. A CREDIT UNI ON MAY EXTEND MEMBERSHI P TO PERSONS AND ORGANI ZATI ONS
I N AN UNDERSERVED LOCAL COMMUNI TY, NEI GHBORHOOD OR RURAL DI STRI CT WHERE
SUCH AREA | S CONSI DERED AN "I NVESTMENT AREA" AS DEFINED IN THE FEDERAL
COVMUNI TY DEVELOPMENT BANKI NG AND FI NANCI AL | NSTI TUTI ONS ACT OF 1994 (12
U S.C 4703(16)).

S 4. Subparagraph (i) of paragraph (c) of subdivision 6 of section 454
of the banking law, as added by chapter 660 of the |laws of 2004, is
amended to read as foll ows:

(i) [No credit union may make any nenber business |oan that would
result in a total anobunt of such |oans outstanding at that credit union
at any one time equal to nore than the lesser of 1.75 tines the actua
net worth of the credit wunion, or 1.75 tinmes the mninmmnet worth
required under 12 U . S.C. 1790d(c)(1)(A) for a credit union to be well
capitalized.] NO CRED T UNION SHALL MAKE ANY MEMBER BUSI NESS LOAN THAT
WOULD RESULT IN A TOTAL AMOUNT OF SUCH LOANS OUTSTANDI NG AT THE CREDIT
UNION AT ANY ONE TIME EQUAL TO MORE THAN THE GREATER OF TWVENTY- FI VE
PERCENT OF THE TOTAL ASSETS OF THE CREDIT UNNON, OR THE LIMT ESTAB-
LI SHED FOR FEDERAL CREDI T UNI ONS.

S 5. Subparagraph (i) of paragraph (a) of subdivision 18 of section
454 of the banking | aw, as anended by chapter 679 of the laws of 2003,
is amended to read as foll ows:

(i) Those securities authorized as perm ssible investnents for savings
banks by subdivisions one, two, three, four, SIX SUBPARAGRAPH FI VE OF
PARAGRAPH (A) OF SUBDI VI SION NI NE, twelve, [paragraph] PARAGRAPHS (a)
AND (B) of subdivision twelve-a, [and] subdivisions fifteen, seventeen,
PARAGRAPH (A) OF SUBDI VI SI ON TVENTY, SUBPARAGRAPHS ONE AND ONE-A OF
PARAGRAPH (A) OF SUBDI VI SI ON TVEENTY- ONE, AND SUBDI VI SI ONS TWENTY- FOUR- D
twenty-seven [and], TWENTY-ElI GHT, twenty-eight-a, TWENTY-N NE AND THI RTY
of section two hundred thirty-five of this chapter.

S 6. Subdi vi sion 18 of section 454 of the banking |law is anended by
addi ng a new paragraph (d) to read as foll ows:

(D) ALL | NVESTMENT ACTI VI TIES AND | NVESTMENTS AUTHORI ZED FOR FEDERAL
CREDI T UNI ONS UNDER 12 CFR PART 703.13 AND 703. 14.

S 7. Subdivision 21 of section 454 of the banking | aw, as anended by
chapter 679 of the laws of 2003, is amended to read as foll ows:

21. To purchase, hold, |ease and convey a plot whereon there is or nay
be erected a building suitable for the transaction of its business, from
portions of which not required for its own use a revenue nay be derived,
and a pl ot whereon parking accommopdations are or are to be provided,
with or without charge, primarily for its nenbers or enpl oyees or both;
provi ded that the net aggregate of all investnments of any «credit union
in such plots and building shall be limted to [six] FORTY per centum of
the capital and retained earnings of such credit union, except with the
approval of the superintendent.
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S 8. Subdivision 2 of section 461 of the banking law, as added by
chapter 608 of the laws of 1996, is amended to read as foll ows:

2. Subject to such regulations as the superintendent nay adopt, any
credit union, nmay open and naintain within or without the state, in any
locality in which [a substantial portion of] its actual potential
menbership is enpl oyed, ATTENDING SCHOOL or residing, one or nore
stations for the conduct of its business [provided that before any such
station or stations shall be opened or maintained or renoved to a new
| ocati on:

(a) |Its board of directors shall submt to the superintendent a wit-
ten application setting forth the reasons therefor and the proposed
| ocation of such station or stations.

(b) The superintendent shall have given his witten approval thereto].

S 9. Subdivision 1 of section 454 of the banking | aw, as anended by
chapter 679 of the laws of 2003, is amended to read as foll ows:

1. To issue and receive paynents on, shares, share drafts, and share
certificates, subject to such ternms, rates, and conditions as are estab-
lished by its board of directors, from

(A) its nenbers;

(B) AN OFFICER, EMPLOYEE OR AGENT OF THOSE NONMEMBER UNI TS OF THE
FEDERAL, STATE, | NDI AN TRI BAL OR LOCAL GOVERNMENTS AND POLI TI CAL  SUBDI -
VI SI ONS; and

(© fromother credit unions, both state and federally chartered.

A nmenber nmay designate any person or persons to own shares or share
certificates with himor her in joint tenancy with the right of survi-
vorship, but no joint tenant shall be permtted to vote, obtain |oans,
or hold office, unless he or she is within the field of nmenbership and
is a qualified nmenber.

S 10. Section 454 of the banking |aw is anmended by addi ng two new
subdi visions 37 and 38 to read as foll ows:

37. TO EXERCI SE | NCl DENTAL POAERS APPROVED BY THE NATIONAL CREDI T
UNI ON ADM NI STRATI ON AS SET FORTH IN 12 C. F. R 721.

38. TO RECElI VE SUPPLEMENTAL CAPI TAL FROM BOTH NATURAL AND NON- NATURAL
PERSON NON- MEMBERS. THE OFFER AND SALE OF SUPPLEMENTAL CAPI TAL SHALL BE
SUBJECT TO REGULATIONS PROMULGATED BY THE SUPERI NTENDENT THAT SHALL
ADDRESS THE SAFETY AND SOUNDNESS OF THE OFFER OR SALE OF SUCH SUPPLE-
MENTAL CAPI TAL, | NCLUDI NG THE SUPPLEMENTAL CAPI TAL'S MATURITY, TERM OF
SALE, TERVMS OF CAPI TAL, TOTAL AMOUNT OF SUPPLEMENTAL CAPI TAL THAT MAY BE
OUTSTANDI NG AT ONE TI ME, REDEMPTION, ELIGBILITY OF THE |NVESTORS. |IN
ADDI TI ON, SUPPLEMENTAL CAPI TAL SHALL BE SUBJECT TO ALL OF THE FOLLOW NG

(1) THE SUPPLEMENTAL CAPITAL SHALL BE ESTABLI SHED AS AN UNI NSURED
SUPPLEMENTAL CAPI TAL OR OTHER FORM OF NON- SHARE ACCOUNT

(1) THE SUPPLEMENTAL CAPI TAL MAY NOT BE | NSURED BY THE NATI ONAL CRED-
| T UNI ON SHARE | NSURANCE FUND (NCUSIF) OR ANY OTHER GOVERNMENTAL OR
PRI VATE ENTI TY.

(1'1l) THE SUPPLEMENTAL CAPI TAL HOLDER S CLAI M AGAI NST THE CREDI T UNI ON
SHALL BE SUBCRDI NATE TO ALL OTHER CLAI M5 | NCLUDI NG THOSE OF SHAREHOLD-
ER S CREDI TORS, AND THE NCUSI F, OR AN APPROVED | NSURER

(1V) THE SUPPLEMENTAL CAPI TAL MAY NOT BE PLEDGED OR PROVIDED BY THE
ACCOUNT HOLDER AS A SECURITY ON A LOAN OR OTHER OBLI GATI ON W TH THE
CREDI T UNI ON OR ANY OTHER PARTY.

FOR PURPOSES OF THI S SECTI ON, SUPPLEMENTAL CAPI TAL SHALL MEAN FORMS OF
CAPI TAL THAT ARE SUBORDI NATE TO SHARES, OTHER LIABILITIES AND SHARE
| NSURANCE

S 11. Section 479 of the banking | aw, as added by chapter 608 of the
| aws of 1996, is anended to read as foll ows:
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S 479. Credit union not liable for taxation. Any credit union subject
to the provisions of this article shall be deemed an institution for
savings within the nmeaning of the | aw which exenpts such institutions
fromtaxation. No |law which taxes corporations in any form or the
shares thereof or the accunulations therein, OR THEI R PROPERTY, THEI R
FRANCHI SES, CAPI TAL, RESERVES, SURPLUSES, AND OTHER FUNDS, OR THEIR
I NCOVE, shall apply to corporations doing business in accordance with
the provisions of this article, unless such corporations are specif-
ically named in said |aw, EXCEPT THAT ANY REAL AND TANG BLE PERSONAL
PROPERTY OF SUCH CORPORATI ON SHALL BE SUBJECT TO TAXATION TO THE SAME
EXTENT AS OTHER SI M LAR PROPERTY | S TAXED.

S 12. Subparagraph (iii) of paragraph 3 of subsection (b) of section
1101 of the insurance |aw, as anended by chapter 140 of the laws of
1995, is amended to read as foll ows:

(iit) in the event the |lessor, creditor or assignee purchases |essor
or creditor gap insurance, the charge to the | essee or debtor for the
wai ver does not exceed the cost of the lessor or creditor gap insurance
coverage; provided, however, that nothing contained herein shall be
construed to prohibit the Iessor fromincluding the charge for the waiv-
er in the capitalized cost as that termis defined in subdivision el even
of section three hundred thirty-one of the personal property |aw AND
PROVI DED FURTHER THAT THI S SUBPARAGRAPH SHALL NOT APPLY TO A CREDIT
UNI ON LESSOR, CREDI TOR OR ASSI GNEE.

S 13. This act shall take effect inmediately.



