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AN ACT relating to certain financial institutions.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Credit Union Act is anended by

changi ng Sections 15, 40, 46, 51, and 59 as foll ows:

(205 I'LCS 305/15) (fromCh. 17, par. 4416)

Sec. 15. Menbership defined.

(1) The nmenbership of a credit union shall be limted to
and consi st of the subscribers to the articles of
i ncorporation and such other persons within the cormmon bond,
as defined in this Act and as set forth in the credit union's
articles of incorporation, as have been duly admtted
menbers, have paid the required entrance fee or nenbership
fee, or both, if any, have subscribed for one or nore shares,
and have paid the initial installnment thereon, and have
conplied with such other requirenents as the articles of
i ncorporation or bylaws specify. Two or nore persons within
the comon bond who have jointly subscribed for one or nore
shares under a joint account and have conplied with al
menbership requirenents may each be admtted to nenbership
The surviving spouse of a credit union nenber may, within 6
nont hs of the nenber's death, becone a nenber of the credit
union by paying the required entrance fee or nenbership fee
or both, if any, by subscribing for one or nore shares and
paying the initial installnment thereon, and by conplying with
such other requirenments as the articles of incorporation or
byl aws specify.

(2) Any nenber may withdraw froma credit union at any
time upon giving notice of wthdrawal as required by the
byl aws.

(3) Any nenber may be expelled by a 2/3 vote of the
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menbers present at any regular or special neeting called to
consider the matter, but only after an opportunity has been
given to the nenber to be heard.

(4) A nenber who has caused a loss to the credit union,
or-who-has failed to maintain one or nore shares at the

credit wunion, or violated Board policy applicable to nenbers

may be expelled by a majority vote of a quorum of directors
if the board has adopted a policy providing for expulsion
under those circunstances. In maintaining and enforcing a
policy based on |loss, the board my consider, wthout
limtation, a nenber's failure to pay anobunts due under a
| oan, failure to provide collected funds to cover w thdrawal s
or personal share drafts or credit wunion drafts where the
menber is aremtter, or failure to pay fees or charges due
the credit union. If a policy is adopted by the board
pursuant to this subsection (4), witten notice of the policy
and the effective date of the policy shall be mailed to each
menber of the credit union at the nenber's current address
appearing on the records of the credit union. The policy
shall be mailed to nenbers not fewer than 30 days prior to
the effective date of the policy. |In addition, new nenbers
shall be provided witten notice of the policy prior to or
upon applying for nenbership.

(5 Al or any part of the anmount paid on shares of a
w t hdrawi ng nmenber or expelled nenber wth any declared
dividends or interest on the date of w thdrawal or expul sion
must, after deducting all amounts due fromthe nmenber to the
credit union, be paidto him The credit union may require
not nore than 60 days' witten notice of intention to
w thdraw shares, but a notice of w thdrawal does not entitle
the menber to any preferred or prior claimin the event of
liquidation. Wthdrawi ng or expelled nenbers have no further
rights in the credit union, but are not, by w thdrawal or

expul sion, released from any obligation they owe to the
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credit union.
(6) A nenber who has caused a loss to the credit union

or has violated Board policy applicable to nenbers may be

denied any or all credit union services in accordance with
board policy, however, nmenbers who are denied services shal
be allowed to nmaintain a share account and to vote on al

i ssues put to a vote of the nenbership.

(Source: P.A 91-929, eff. 12-15-00.)

(205 I'LCS 305/40) (fromCh. 17, par. 4441)

Sec. 40. Shares to Mnors. Shares may be issued in the
nanme of a mnor or in the name of a custodi an under the
Illinois Uniform Transfers to Mnors Act, as anended. | f
shares are issued in the nane of a mnor, redenption of any
part or all of the shares by paynment to the mnor or_ upon

order of the mnor of the anmount of the shares and any

declared dividends releases the credit wunion from al
obligations to the mnor as to the shares redeened. Further,
if shares are issued in the nane of a mnor, the m nor shal
be considered as being of the age of mjority and having
contractual capacity.

(Source: P.A 84-915.)

(205 I'LCS 305/46) (fromCh. 17, par. 4447)

Sec. 46. Loans and interest rate.

(1) A credit wunion my neke loans to its nmenbers for
such purpose and upon such security and terns, including
rates of interest, as the Credit Commttee, credit nmanager,
or | oan officer approves. Notw thstanding the provisions of
any other law in connection wth extensions of credit, a
credit union nmay elect to contract for and receive interest
and fees and other charges for extensions of credit subject
only to the provisions of this Act and rules pronulgated

under this Act, except that extensions of credit secured by
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residential real estate shall be subject to the | aws
applicable thereto. The rates of interest to be charged on
| oans to nmenbers shall be set by the Board of Directors of
each individual credit union and such rates may be | ess than,
but may not exceed, the maximum rate set forth in this
Section. A borrower may repay his loan prior to maturity, in
whole or in part, without penalty. The credit contract may
provide for the paynent by the nenber and receipt by the
credit union of all costs and disbursenments, including
reasonable attorney's fees and <collection agency charges,
incurred by the credit union to collect or enforce the debt
in the event of a delinquency by the nmenber, or in the event
of a breach of any obligation of the nenber under the credit
contract. A contingency or hourly arrangenment established
under an agreenent entered into by a credit union with an
attorney or collection agency to collect a loan of a nenber
in default shall be presuned prima facie reasonable.

(2) Credit unions may nmake | oans based upon the security
of any interest or equity in real estate, subject to rules
and regul ations pronul gated by the Director. In any contract
or loan which 1is secured by a nortgage, deed of trust, or
conveyance in the nature of a nortgage, on residential real
estate, the interest which is conputed, cal cul ated, charged,
or collected pursuant to such contract or |oan, or pursuant
to any regulation or rule pronulgated pursuant to this Act,
may not be conputed, cal culated, charged or collected for any
period of time occurring after the date on which the total
i ndebt edness, wth the exception of |ate paynent penalties,
is paid in full.

For purposes of this subsection (2) of this Section 46, a
prepaynent shall nmean the paynent of the total i ndebtedness,
with the exception of |ate paynment penalties if incurred or
charged, on any date before the date specified in the

contract or |oan agreenent on which the total indebtedness
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shall be paid in full, or before the date on which al
paynments, if tinmely made, shall have been made. In the event

of a prepaynent of the indebtedness which is nade on a date
after the date on which interest on the indebtedness was | ast
conput ed, cal cul ated, charged, or collected but before the
next date on which interest on the indebtedness was to be
cal cul at ed, conputed, charged, or collected, the |ender may
calculate, <charge and collect interest on the indebtedness
for the period which el apsed between the date on which the
prepaynment is nmade and the date on which interest on the
i ndebt edness was |ast conputed, calculated, charged or
collected at a rate equal to 1/360 of the annual rate for
each day which so el apsed, which rate shall be applied to the
i ndebt edness out standing as of the date of prepaynent. The
| ender shall refund to the borrower any interest charged or
col | ected which exceeds that which the |l ender may charge or
collect pursuant to the preceding sentence. The provisions
of this anmendatory Act of 1985 shall apply only to contracts
or loans entered into on or after the effective date of this
anmendatory Act.

(3) Notwi thstanding any other provision of this Act, a
credit union authorized under this Act to make | oans secured
by an interest or equity in real estate may engage in making
"reverse nortgage" |oans to persons for the purpose of making
home inprovenents or repairs, paying insurance prem uns or
payi ng real estate taxes on the honestead properties of such
persons. |f made, such | oans shall be made on such terns and
conditions as the credit union shall determ ne and as shal
be consistent with the provisions of this Section and such
rules and regulations as the Director shall pronulgate
her eunder . For purposes of this Section, a "reverse
nortgage" loan shall be a l|oan extended on the basis of
existing equity in honestead property and secured by a

nort gage on such property. Such |oans shall be repaid upon
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the sale of the property or upon the death of the owner or,
if the property is in joint tenancy, upon the death of the
last surviving joint tenant who had such an interest in the
property at the tinme the l|loan was initiated, provided,
however, that the credit union and its nmenber may by nutual
agreenent, establish other repaynent terns. A credit union,
in making a "reverse nortgage" loan, nmy add deferred
interest to principal or otherw se provide for the charging
of interest or premuns on such deferred i nterest.
"Honmest ead" property, for purposes of this Section, neans the
domcile and contiguous real estate owned and occupied by the
nor t gagor . The Director shal | pronmul gate rules and
regul ati ons under this Section; provided that such rules and
regul ations need not be pronulgated jointly with any other
adm ni strative agency of this State.

(4) Notw thstandi ng any other provisions of this Act, a
credit union authorized under this Act to make | oans secured
by an interest or equity in real property may engage in
maki ng revolving credit |oans secured by nortgages or deeds
of trust on such real property or by security assignnents of
beneficial interests in land trusts.

For purposes of this Section, "revolving credit" has the
meani ng defined in Section 4.1 of the Interest Act.

Any nortgage or deed of trust given to secure a revolving
credit | oan may, and when so expressed therein shall, secure
not only the existing indebtedness but also such future
advances, whet her such advances are obligatory or to be nade
at the option of the lender, or otherwi se, as are nade within
twenty years fromthe date thereof, to the sane extent as if
such future advances were nmade on the date of the execution
of such nortgage or deed of trust, although there may be no
advance made at the tinme of execution of such nortgage or
other instrunent, and although there may be no i ndebt edness

outstanding at the tinme any advance is nade. The lien of
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such nortgage or deed of trust, as to third persons w thout
actual notice thereof, shall be valid as to all such
i ndebt edness and future advances formthe tinme said nortgage
or deed of trust is filed for record in the office of the
Recorder of Deeds or the Registrar of Titles of +the county
where the real ©property described therein is |located. The
total amount of indebtedness that my be so secured nmay
increase or decrease fromtine to tine, but the total unpaid
bal ance so secured at any one tinme shall not exceed a maxi num
princi pal amount which nust be specified in such nortgage or
deed of trust, plus interest thereon, and any disbursenents
made for the paynent of taxes, special assessnents, or
insurance on said real property, wth interest on such

di sbur senents.

Any such nortgage or deed of trust shall be wvalid and
have priority over all subsequent |iens and encunbrances,
including statutory Iliens, except taxes and assessnents

| evied on said real property.

(5) Conpliance with federal or Illinois preenptive |aws

or reqgulations qoverning loans nmade by a <credit union

chartered wunder this Act shall constitute conpliance with

this Act.

(Source: P.A 90-222, eff. 7-25-97.)

(205 ILCS 305/51) (fromCh. 17, par. 4452)

Sec. 51. O her Loan Prograns.

(1) Subject to such rules and regulations as t he
Director may pronulgate, a credit union nmay participate in
loans to credit wunion nenbers jointly wth other credit
uni ons, cor porations, or fi nanci al institutions. An
originating credit union may originate loans only to its own
menbers. A participating credit wunion that is not the
originating |l ender may participate in loans made to its own

menbers or to nmenbers of another participating credit union
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"Originating lender" neans the participating credit union
with which the nenber contracts. A master participation
agreenent nust be properly executed, and the agreenent nust
include provisions for identifying, either through docunents
i ncorporated by reference or directly in the agreenent, the
participation |oan or loans prior to their sale.

(2) Any credit union with assets of $500, 000 or nore nay
loan to its nenbers under the State Schol arshi ps Law or ot her
schol arship prograns which are subject to a federal or state
| aw provi di ng 100% r epaynent guar ant ee.

(3) Acredit union may purchase the conditional sales
contracts, notes and simlar instrunents which evidence an
i ndebt edness of its nenbers.

(4) Wth approval of the Board of Directors, a credit
uni on may make | oans, either on its own or jointly with other
credit unions, corporations or financial institutions, to
credit union organizations; provided, that the aggregate
amount of all such | oans outstanding shall not at any tine

exceed the greater of 3% 1% of the paid-in and uninpaired

capital and surplus of the credit wunion or_ the anount

aut hori zed for federal credit unions.

(Source: P.A 92-293, eff. 8-9-01.)

(205 ILCS 305/59) (fromCh. 17, par. 4460)

Sec. 59. Investnment of Funds. Funds not used in loans to
menbers may be invested, pursuant to subsection (7) of
Section 30 of this Act, and subject to Departnental rules and
regul ati ons:

(1) In securities, obligations or other instrunents of
or issued by or fully guaranteed as to principal and interest
by the United States of Anerica or any agency thereof or in
any trust or trusts established for investing directly or
collectively in the sane;

(2) In obligations of any state of the United States,
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the District of Colunbia, the Commonweal th of Puerto Rico,
and the several territories organized by Congress, or any
political subdivision thereof; however, a credit union may
not invest nore than 10% of its wuninpaired capital and
surplus in the obligations of one issuer, exclusive of
general obligations of the issuer, and investnents in
muni ci pal securities nust be limted to securities rated in
one of the 4 highest rating categories by a nationally
recogni zed statistical rating organization;

(3) In certificates of deposit or passbook type accounts
issued by a state or national bank, nutual savings bank or
savi ngs and | oan associ ation; provided that such institutions
have their accounts insured by the Federal Deposit Insurance
Cor por ati on or the Federal Savings and Loan |Insurance
Cor poration; but provided, further, that a credit wunion's
investnment in an account in any one institution nmay exceed
the insured [imt on accounts;

(4) In shares, classes of shares or share certificates
of other «credit wunions, including, but not Ilimted to
corporate credit wunions; provided that such credit unions
have their nmenbers' accounts insured by the NCUA or other
approved insurers, and that if the nenbers' accounts are so
insured, a credit union's investnment nmay exceed the insured
[imt on accounts;

(5 In shares of a cooperative society organi zed under
the laws of this State or the laws of the United States in
the total anmount not exceeding 10% of the uninpaired capital
and surplus of the <credit wunion; provided t hat such
i nvestnent shall first be approved by the Departnent;

(6) In obl i gati ons of t he State of Israel, or
obligations fully guaranteed by the State of |Israel as to
paynment of principal and interest;

(7) In shares, stocks or obligations of other financial

institutions in the total ambunt not exceeding 5% of the
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uni mpai red capital and surplus of the credit union;
(8 In federal funds and bankers' acceptances;
(9) In shares or stocks of Credit Union Service

Organi zations in the total anmpbunt not exceeding the (greater

of 3% 1% of the uninpaired capital and surplus of the credit

uni on or the anount authorized for federal credit unions.

As used in this Section, "political subdi vi si on"
includes, but is not limted to, counties, townships, cities,
villages, incorporated towns, school districts, educational
service regions, special road districts, public water supply
districts, fire protection districts, drainage districts,
| evee districts, sewer districts, housing authorities, park
districts, and any agency, corporation, or instrunentality of
a state or its political subdivisions, whether now or
hereafter created and whether herein specifically nentioned
or not.

(Source: P.A 92-293, eff. 8-9-01.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw.
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