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This act modifies the Financial Institutions Code and the Revenue and Taxation Code to
provide for designation of certain credit unions as credit associations and to provide for
taxation of certain credit unions and credit associations.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:
7-9-3 as last amended by Chapter 329, Laws of Utah 1999
7-9-11 as last amended by Chapter 329, Laws of Utah 1999
7-9-12 as last amended by Chapter 329, Laws of Utah 1999
7-9-34 as last amended by Chapter 178, Laws of Utah 1994
7-9-39 as last amended by Chapter 329, Laws of Utah 1999
7-9-39.5 as enacted by Chapter 329, Laws of Utah 1999
7-9-51], as enacted by Chapter 329, Laws of Utah 1999
7-9-52 as enacted by Chapter 329, Laws of Utah 1999
7-9-53 as enacted by Chapter 329, Laws of Utah 1999
7-9-54 as enacted by Chapter 329, Laws of Utah 1999
59-7-102 as last amended by Chapter 331, Laws of Utah 1997
59-7-104 as repealed and reenacted by Chapter 169, Laws of Utah 1993
59-7-106 as last amended by Chapter 4, Laws of Utah 1996, Second Special Session
ENACTS:
7-9-55 Utah Code Annotated 1953
7-9-56 Utah Code Annotated 1953
7-9-57, Utah Code Annotated 1953
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Be it enacted by the Legislature of the state of Utah:

Section 1. Section-9-3is amended to read:

7-9-3. Definitions.

As used in this chapter:

(1) "Association” means a group of persons that:

(@) has a similar:

(i) interest;

(i) profession;

(i) occupation; or

(iv) formal association with an identifiable purpose; or

(b) is employed by a common employer.

(2) "Capital and surplus" means:

(&) shares;

(b) deposits;

(c) reserves; and

(d) undivided earnings.

(3) "Corporate credit union” means any credit union organized pursuant to any state or
federal act for the purpose of serving other credit unions.

(4) "Credit association” means a credit union that is designated as a credit association

pursuant to Section 7-9-55.

[4)] (5) "Deposits" means that portion of the capital paid into the credit union by members
on which a specified rate of interest will be paid.

[€5)] (6) "Immediate family" means in relationship to a member:

(a) parents]);

(b) aspousef;

(c) surviving spouseJ;

(d) childrenf]; and

(e) siblings fefthe-membér

[£6)) (7) "Limited field of membership" means persons designated as eligible for credit

union membership in accordance with Section 7-9-51 or 7-9-53.
[A)] (8) (2) "Member-business loan" means any loan, line of credit, or letter of credit, the
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proceeds of which will be used for:

(i) a commercial purpose;

(i) other business investment property or venture purpose; or

(iif) an agricultural purpose.

(b) "Member-business loan" does not include an extension of credit:

(i) that is fully secured by a lien on a one- to four- family dwelling that is the primary
residence of a member;

(ii) thatis fully secured by:

(A) shares or deposits in the credit union making the extension of credit; or

(B) deposits in other financial institutions;

(i) the repayment of which is fully insured or fully guaranteed by, or where there is an
advance commitment to purchase in full by, an agency of:

(A) the federal government;

(B) a state; or

(C) a political subdivision of a state; or

(iv) that is granted by a corporate credit union to another credit union.

[€8)] (9) "Service center" means a single location at which multiple credit unions can
provide products or services directly to their members.

[€9)] (10) "Share drafts," "deposit drafts," and "transaction accounts" mean accounts from
which owners are permitted to make withdrawals by negotiable or transferable instruments or other
orders for the purpose of making transfers to other persons or to the owner.

[(x6) (11) "Shares" means that portion of the capital paid into the credit union by
members on which dividends may be paid.

Section 2. Sectiori-9-11is amended to read:

7-9-11. Bylaws and amendments to be approved.

(1) A credit union may not receive payments on shares, deposits, or certificates, or make
any loans or other transactions, until its bylaws have been approved in writing by the
commissioner.

(2) An amendment to a credit union's bylaws does not become operative until the
amendment to the bylaws is approved by the commissioner.

(3) (&) If the amendment to the bylaws of a credit union expands the limited field of
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membership of a credit union as described in Subsection 7-9-52(1), the commissioner's approval
of the amendment is subject to Section 7-9-52.

(b) If the amendment to the bylaws of a credit union terminates the grandfathering of a
limited field of membership under Section 7-9-54, the commissioner's approval of the amendment
is subject to Section 7-9-54.

(c) If the bylaws or an amendment to the bylaws of a credit union adds an association to
the limited field of membership of the credit union including a credit union designated as a credit

associationthe commissioner may require that the credit union provide written confirmation from

the association that the association has agreed to be served by the credit union.
(d) If the amendment to the bylaws of a credit union designated as a credit association

expands the limited field of membership of the credit association as provided in Section 7-9-57,

the commissioner's approval of the amendment is subject to Section 7-9-57.

Section 3. Section-9-12is amended to read:

7-9-12. Contents of bylaws.

The bylaws of a credit union shall specify at least the following:

(1) the name of the credit union;

(2) the purpose for which it was formed,;

(3) a limited field of membership of the credit union that:

(a) complies with Section 7-9-51 or 7-9-53; or

(b) if the credit union is designated as a credit association under Section 7-9-55, complies
with Section 7-9-57 in addition to Section 7-9-51 or 7-9-53;

(4) the number of directors and procedures for their election;

(5) the term of directors;

(6) whether a credit manager, credit committee, or combination of both shall be
responsible for credit functions of the credit union;

(7) the duties of the officers;

(8) the time of year of the annual meeting of members;

(9) the manner in which members shall be notified of meetings;

(10) the number of members which shall constitute a quorum at meetings;

(11) the manner of amending;

(12) the manner in which officers may act as surety; and
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121 (13) such other matters, rules, and regulations as the board of directors consider necessary.
122 Section 4. Section-9-34is amended to read:

123 7-9-34. Tax exemption of credit unions.

124 (1) Except as otherwise provided in this sectiocredlit furiteorr$ union organized under

125 this chapter or prior lawfafes exempt from taxation.

126 (2) Any real property or any tangible personal property ownedy ftheedit union fshall

127 bdis subject to taxation to the same extent as other similar property is taxed.

128 (3) For purposes offthetatecorporate franchise and incortex, Section 59-7-102

129 governs the taxation of:

130 (a) acredit funions-shaltbe-governed-by-Seetton-59-7-108ion; or

131 (b) credit union designated as credit association.

132 (4) This section does not exemptradit farternd union from:

133 (a) sales or use taxe§[or

134 (b) fees owed to the department in accordance with this title and rules of the department.
135 Section 5. Section-9-39is amended to read:

136 7-9-39. Voluntary merger.

137 (1) Any credit union may merge with another credit union under the existing charter of the

138 other credit union when all of the following have occurred:

139 (a) the majority of the directors of each merging credit union votes in favor of the merger
140 plan;

141 (b) the commissioner approves the merger plan;

142 (c) the majority of the members of each merging credit union present at a meeting called

143  for the purpose of considering the merger plan votes to approve the merger plan, but a vote of the
144  membership of the surviving credit union is not required if its board of directors determines that
145 the merger will not have any significant effect on the organization, membership, or financial

146  condition of the credit union; and

147 (d) () the National Credit Union Administration or its successor federal deposit insurance
148 agency approves the merger plan and commits to insure deposits of the surviving credit union; or
149 (i) the commissioner approves the surviving credit union to operate without federal

150 deposit insurance in accordance with Section 7-9-45.

151 (2) Upon merger, the chair of the board and secretary of each credit union shall execute,
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152  and file with the department, a certificate of merger setting forth:
153 (a) the time and place of the meeting of the board of directors at which the plan was
154  approved,

155 (b) the vote by which the directors approved the plan;

156 (c) acopy of the resolution or other action by which the plan was approved;

157 (d) the time and place of the meeting of the members at which the plan was approved;
158 (e) the vote by which the members approved the plan; and

159 () the effective date of the merger, which shall be:

160 (i) the date on which the last approval or vote required under Subsection (1) was obtained;
161 or

162 (i) a later date specified in the merger plan.

163 (3) On the effective date of any merger:

164 (a) all property, property rights, and interests of the merged credit union shall vest in the

165 surviving credit union without deed, endorsement, or other instrument of transfer; and

166 (b) all debts, obligations, and liabilities of the merged credit union are considered to have
167 been assumed by the surviving credit union.

168 (4) Except as provided in Subsection {5)](f)the surviving credit union is chartered

169 under this chapter, the residents of a county in the limited field of membership of the merging
170 credit union may not be added to the limited field of membership of the surviving credit union,
171 except that the surviving credit union:

172 (a) may admit as a member any member of the merging credit union that is not in the
173 limited field of membership of the surviving credit union if the member of the merging credit
174  union was a member of that credit union at the time of merger; and

175 (b) may service any member-business loan of the merging credit union until the

176 member-business loan is paid in full.

177 (5) (a) This section shall be interpreted, whenever possible, to permit a credit union
178 chartered under this chapter to merge with a credit union chartered under any other law if the
179 preservation of membership interest is concerned.

180 (b) If the surviving credit union is designated as a credit association in accordance with

181 Section 7-9-55 before the merger, the surviving credit association may not serve a limited field of

182 membership that is larger than the limited field of membership that the surviving credit association
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183 could serve through expansion of its limited field of membership under Section 7-9-57 if the

184 merger is considered as a request under Section 7-9-57 to expand the surviving credit association's

185 limited field of membership filed on the date the merger becomes effective.
186 fb)y—Thd (c) (i) If the commissioner makes the finding described in Subsection (5)(c)(ii),
187 the commissionenay under Subsection (1)(b) approve a merger plan that:

188 (A) includes the addition of the residents of a county in the limited field of membership
189 of the merging credit union to the limited field of membership of the surviving credit union; or
190 (B) if the surviving credit union is designated as a credit association in accordance with

191 _Section 7-9-55 before the merger, includes a limited field of membership of the surviving credit

192 association that is larger than is permitted under Subsection (5)(b).

193 (i) The commissioner may take an action described in Subsection (5)fa}(g,

194 commissioner finds that:

195 D] (A) the expansion of the limited field of membership of the surviving credit union is
196 necessary for that credit union's safety and soundness; and

197 ] (B) the expanded limited field of membership of the surviving credit union meets the
198 criteria stated in Subsection 7-9-52(3)(c).

199 (6) H] (a)_This Subsection (6) applies to the surviving credit union if:

200 (i) the commissioner approves a merger plan under Subsectier-{&J(DJA) under

201  which the surviving credit union's limited field of membership after the merger will include

202  residents of more than one countyl,-Stibsections{6)(a);-through(e)yapphy-to-the-surviving credit

203 -unienl,_and

204 (i) the surviving credit union is not designated as a credit association in accordance with
205 Section 7-9-55.

206 [ta] (b) The domicile-county of the surviving credit union is:

207 (i) if the credit union does not have a limited field of membership under Subsection

208  7-9-53(2)(c) or (2)(d), the county in which the credit union has located the greatest number of
209 Dbranches as of the date the merger is effective; or

210 (i) if the credit union has a limited field of membership under Subsection 7-9-53(2)(c) or
211  (2)(d), the county that is the domicile-county of the surviving credit union under Section 7#9-53];
212 ) (c) Within the surviving credit union's domicile-county, the surviving credit union
213 may establish, relocate, or otherwise change the physical location of the credit union's:
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(i) main office; or

(i) branch.

fe) (d) Within a county other than the domicile-county that is in the limited field of
membership of the surviving credit union after the merger, the surviving credit union may not:

(i) establish a main office or branch if the main office or branch was not located in the
county as of the date that the merger is effective;

(i) participate in a service center in which it does not participate as of the date that the
merger is effective; or

(ii) relocate the surviving credit union's main office or a branch located in the county as
of the date that the merger is effective unless the commissioner finds that the main office or branch
is being relocated within a three-mile radius of the original location of the main office or branch.

[et] (e) After the merger, the surviving credit union may admit as a member:

(i) a person in the surviving credit union's limited field of membership after the date that
the merger is effective; or

(i) a person belonging to an association that:

(A) is added to the limited field of membership of the credit union; and

(B) resides in the domicile-county of the surviving credit union, as defined in Section
7-9-53.

fe] () In addition to any requirement under this Subsection (6), a surviving credit union
shall comply with any requirement under this title for the establishment, relocation, or change in
the physical location of a main office or branch of a credit union.

(7) (a) This Subsection (7) applies to the surviving credit association if the commissioner

approves a merger plan under Subsection (5)(c)(i)(B).

(b) (i) Within a county other than a county described in Subsection (7)(b)(ii), the surviving

credit association may not:

(A) establish a main office or branch if the main office or branch was not located in the

county as of the date the merger is effective;

(B) participate in a service center in which the surviving credit association did not

participate as of the date the merger is effective; or

(C) relocate a main office or branch of the surviving credit association that was located

in a county within the limited field of membership of the surviving credit association as of the date
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the merger is effective unless the commissioner finds that the main office or branch is being

relocated within a three-mile radius of the original location of the main office or branch.

(i) Subsection (7)(b)(i) does not apply to:

(A) the credit association's domicile-county, if the credit association has a grandfathered

limited field of membership;

(B) a county whose residents are added to the limited field of membership of the credit

association pursuant to Section 7-9-57; or

(C) a county from which the restrictions on branching under Section 7-9-53 on the county

have been removed under Section 7-9-57.

(c) After the merger, the surviving credit association may admit as a member a person in

the surviving credit association's limited field of membership after the date the merger is effective.

(d) In addition to any requirement under this Subsection (7), a surviving credit association

shall comply with any requirement under this title for the establishment, relocation, or change in

the physical location of a main office or branch of a credit union.
Section 6. SectioR-9-39.5is amended to read:
7-9-39.5. Supervisory merger.

If a credit union is merged with another credit union as a result of a supervisory action
under Chapter 2 or 19, the commissioner may permit the surviving credit union to have a limited
field of membership that is larger than a limited field of membership permitted under:

(1) Section 7-9-51]; or

(2) with respect to a credit union designated as a credit association in accordance with

Section 7-9-51, 7-9-55, or 7-9-57.

Section 7. Section-9-51is amended to read:

7-9-51. Limited field of membership.

(1) Except as provided in Subsection (3), the limited field of membership of a credit union
may include only the following:

(a) the immediate family of a member of the credit union;

(b) the employees of the credit union;

(c) residents of a single county; and

(d) one or more associations.

(2) A credit union may have a limited field of membership that is more restrictive than the
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limited field of membership described in Subsection (1).

(3) A credit union may have a limited field of membership that is less restrictive than the
limited field of membership described in Subsection (1) if the limited field of membership of the
credit union:

(a) is determined under Subsection 7-9-53(2)(c) or (2)(d);

(b) is approved by the commissioner after a merger unrder{Stbqeftoton
7-9-39H3); [of]

(c) is permitted by the commissioner after a merger in accordance with Section 7-§-39.5].

(d) is expanded under Section 7-9-57 for a credit union that is designated as a credit

association.

(4) If a credit union includes the residents of one county in its limited field of membership,
the credit union may not change its limited field of membership to include a different county than
the county that is first included in the limited field of membership of the credit union.

Section 8. Section-9-52is amended to read:

7-9-52. Expansion of a limited field of membership.

(1) Frheg Except as otherwise permitted in Section 7-9-57 with respect to a credit union

designated as a credit association ctiramissioner shall comply with Subsection (2) if the

commissioner receives a request to approve an amendment to the bylaws of a credit union that
expands the credit union's limited field of membership to include:

(a) residents of one county; or

(b) an association consisting of 50 or more persons.

(2) If the conditions of Subsection (1) are met, the commissioner shall:

(a) give notice of the request in the manner and to the extent the commissioner considers
appropriate to institutions subject to the jurisdiction of the department that:

(i) are located in the county, if the limited field of membership is being expanded to
include residents of a county; or

(i) serve or may serve the association described in Subsection (1)(b), if that association
is being added to the limited field of membership; and

(b) cause a supervisor to examine and submit written findings and recommendations to
the commissioner as to:

-10 -
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() whether the credit union is adequately capitalized,;

(i) whether the credit union has the financial capacity to serve the financial needs of the
expanded limited field of membership in a safe and sound manner;

(iif) whether the credit union has the managerial expertise to serve the financial needs of
the expanded limited field of membership in a safe and sound manner;

(iv) any potential harm the expansion of the limited field of membership may have on the
institutions described in Subsection (2)(a); and

(v) the probable beneficial effect of the expansion.

(3) The commissioner may approve the amendment to the bylaws described in Subsection
(1) if the commissioner:

(a) has given the notice required under Subsection (2)(a);

(b) received the written findings and recommendations of the supervisor under Subsection
(2)(b); and

(c) finds that:

(i) the credit union is adequately capitalized;

(ii) the credit union has the financial capacity to serve the financial needs of the expanded
limited field of membership in a safe and sound manner;

(iii) the credit union has the managerial expertise to serve the financial needs of the
expanded limited field of membership in a safe and sound manner; and

(iv) any potential harm the expansion of the limited field of membership may have on
other institutions subject to the jurisdiction of the department does not clearly outweigh the
probable beneficial effect of the expansion.

(4) In accordance with Section 7-1-309, the commissioner may hold a hearing on the
expansion of a credit union's limited field of membership.

(5) [Fhig (a) Except as provided in Subsection (5)(b), théstion may not be interpreted
to permit a credit union to:

fa] (i) expand its limited field of membership to include residents of more than one
county; or

[ (i) change the county included in the limited field of membership of a credit union,
if any.

(b) This section does not limit the right of a credit union to:

-11-
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(i) _elect to be designated as a credit association in accordance with Section 7-9-55; or

(ii) after a credit union is designated as a credit association, to expand its limited field of

membership in accordance with Section 7-9-57.

Section 9. Section-9-53is amended to read:

7-9-53. Grandfathering.

(1) As used in this{sectionand-Section—+9-8dapter

(a) "Association that resides in a domicile-county” means an association that:

(i) operates a place of business or other physical location in the domicile-county; or

(i) has at least 100 members that are residents of the domicile-county.

(b) "Domicile-county" means the county:

() in the limited field of membership of the credit union as of January 1, 1999; and

(i) in which the credit union has located the greatest number of branches as of January 1,
1999.

(c) "Grandfathered limited field of membership" means the limited field of membership
as of May 3, 1999, of a credit union described in Subsection (2)(d).

(d) "Restrictions on branching" mean a restriction under this section on:

(i) _establishing, relocating, or changing the physical location of a main office or branch

of a credit union; or

(ii) participating in a service center.

(2) For each credit union formed before January 1, 1999, its limited field of membership
as of May 3, 1999, is determined as follows:

(a) if the limited field of membership stated in the bylaws of the credit union as of January
1, 1999, complies with Section 7-9-51, the credit union's limited field of membership is the limited
field of membership indicated in its bylaws;

(b) (i) the limited field of membership of a credit union as of May 3, 1999, is as provided
in Subsection (2)(b)(ii) if:

(A) the limited field of membership stated in the bylaws of the credit union as of January
1, 1999, includes the residents of more than one county; and

(B) as of January 1, 1999, the credit union's main office and any of its branches are located
in only one county in its limited field of membership;

(i) as of May 3, 1999, the limited field of membership of a credit union described in

-12 -
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Subsection (2)(b)(i) is:

(A) the immediate family of a member of the credit union;

(B) the employees of the credit union;

(C) residents of the one county in which the credit union has its main office or branches
as of January 1, 1999, and

(D) any association that as of January 1, 1999, is in the limited field of membership of the
credit union;

(c) (i) the limited field of membership of a credit union as of May 3, 1999, is as provided
in Subsection (2)(c)(ii) if:

(A) the limited field of membership of a credit union stated in the bylaws of the credit
union as of January 1, 1999, includes residents of more than one county;

(B) as of January 1, 1999, the credit union has a main office or branch in more than one
county; and

(C) as aresult of a merger pursuant to a supervisory action under Chapter 2 or 19 that is
effective on or after January 1, 1983, but before January 1, 1994, the credit union acquired a branch
in a county in the limited field of membership of the credit union and the credit union did not have
a branch in the county before the merger;

(i) as of May 3, 1999, the limited field of membership of a credit union described in
Subsection (2)(c)(i) is the same limited field of membership that the credit union would have had
under Subsection (2)(d) except that the credit union:

(A) is not subject to Subsection (3); and

(B) is subject to Subsection (4)(b); and

(d) () the limited field of membership of a credit union as of May 3, 1999, is as provided
in Subsection (2)(d)(ii) if:

(A) the limited field of membership stated in the bylaws of the credit union as of January
1, 1999, includes the residents of more than one county; and

(B) as of January 1, 1999, the credit union has a main office or branch in more than one
county;

(i) as of May 3, 1999, the limited field of membership of a credit union described in
Subsection (2)(d)(i) is:

(A) the immediate family of a member of the credit union;

-13 -
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(B) the employees of the credit union;

(C) residents of the credit union's domicile-county;

(D) the residents of any county other than the domicile-county:

(I) if, as of January 1, 1999, the county is in the limited field of membership of the credit
union; and

(I in which, as of January 1, 1994, the credit union had located its main office or a
branch; and

(E) any association that as of January 1, 1999, is in the limited field of membership of the
credit union.

(3) If a credit union's limited field of membership is as described in Subsection (2)(d),
beginning May 3, 1999, the credit union:

(a) within the credit union's domicile-county, may establish, relocate, or otherwise change
the physical location of the credit union's:

(i) main office; or

(i) branch;

(b) within a county other than a domicile-county that is in the credit union's grandfathered
limited field of membership, may not:

(i) establish a main office or branch that:

(A) was not located in the county as of January 1, 1999; or

(B) for which the credit union has not received by January 1, 1999, approval or conditional
approval of a site plan for the main office or branch from the planning commission of the
municipality where the main office or branch will be located;

(i) participate in a service center in which it does not participate as of January 1, 1999;
or

(ii) relocate the credit union's main office or a branch located in the county as of January
1, 1999, unless the commissioner finds that the main office or branch is relocated within a
three-mile radius of where it was originally located; and

(c) may only admit as a member:

(i) a person in the credit union's grandfathered limited field of membership; or

(i) a person belonging to an association that:

(A) is added to the limited field of membership of the credit union; and
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(B) resides in the domicile-county of the credit union.

(4) (a) If a credit union's limited field of membership is as described in Subsection (2)(b),
as of May 3, 1999, the credit union may operate as a credit union having a limited field of
membership under Section 7-9-51.

(b) If a credit union's limited field of membership is as described in Subsection (2)(c), as
of May 3, 1999, the credit union:

() within the credit union's domicile-county, may establish, relocate, or otherwise change
the physical location of the credit union's:

(A) main office; or

(B) branch;

(i) within a county other than its domicile-county that is in the credit union's limited field
of membership under Subsection (2)(c), may not:

(A) establish a main office or branch that was not located in the county as of January 1,
1999;

(B) participate in a service center in which it does not participate as of January 1, 1999;
or

(C) relocate the credit union's main office or a branch located in the county as of January
1, 1999, unless the commissioner finds that the main office or branch is relocated within a
three-mile radius of where it was originally located; and

(i) may only admit as a member:

(A) a person in the credit union's limited field of membership under Subsection (2)(c); or

(B) a person belonging to an association that is added to the limited field of membership
of the credit union, regardless of whether the association resides in the domicile-county of the
credit union.

(5) (@) Notwithstanding Subsections (1) through (4), after May 3, 1999, a credit union
described in Subsection (2)(c) or (2)(d) may:

(i) operate an office or branch that is operated by the credit union on May 3, 1999, but that
is not located in a county that is in the credit union’'s limited field of membership as of May 3,
1999; and

(i) serve a member who is not in a credit union's limited field of membership as of May
3, 1999, if the member is a member of the credit union as of March 15, 1999.
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(b) Subsection (5)(a) does not authorize a credit union to:

(i) establish a branch in a county that is not in the credit union's limited field of
membership as of May 3, 1999, unless the branch meets the requirements under this title for
establishing a branch; or

(i) for a credit union described in Subsection (2)(d), include in its limited field of
membership an association that:

(A) as of January 1, 1999, is not included in the credit union's limited field of membership;
and

(B) does not reside within the credit union's domicile-county.

(6) A credit union shall amend its bylaws in accordance with Section 7-9-11 by no later
than August 3, 1999, to comply with this section.

(7) In addition to any requirement under this section, a credit union shall comply with any
requirement under this title for the establishment, relocation, or change in the physical location of
a main office or branch of a credit union.

(8) This section does not limit the right of a credit union to:

(a) elect to be designated as a credit association in accordance with Section 7-9-55; or

(b) after the credit union is designated as a credit association, to:

(i) _expand its limited field of membership in accordance with Section 7-9-57; or

(ii)_remove restrictions on branching in accordance with Section 7-9-57.

Section 10. Section9-54is amended to read:

7-9-54. Electing to terminate grandfathering.

(1) (@) In accordance with this section, a credit union that has a grandfathered limited field
of membership under Section 7-9-53 may terminate the grandfathering of the credit union's
grandfathered limited field of membership if, by no later than August-3{12831, the credit
union has received approval from the commissioner in accordance with Section 7-9-11 of an
amendment to the bylaws of the credit union that establishes a limited field of membership in
compliance with Section 7-9-51.

(b) Notwithstanding Subsection (1)(a), a credit union seeking to terminate its
grandfathered limited field of membership may not amend its bylaws to include in the limited field
of membership of the credit union after termination of the grandfathering a county other than the
domicile-county of the credit union.
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(2) On receipt of a request under Subsection (1) to approve an amendment to the bylaws
of a credit union, the commissioner shall give notice of the request in the manner and to the extent
the commissioner considers appropriate to institutions subject to the jurisdiction of the department
that:

(a) are located in a county within the credit union's grandfathered limited field of
membership; or

(b) may be affected by the termination of the grandfathering.

(3) The commissioner may approve the amendment to the bylaws described in Subsection
(1) if the commissioner:

(a) has given the notice required by Subsection (2); and

(b) finds that any harm the termination of the grandfathering may have on other institutions
subject to the jurisdiction of the commissioner does not clearly outweigh the probable beneficial
effect of the termination.

(4) In accordance with Section 7-1-309, the commissioner may hold a hearing on the
termination of the grandfathering of a credit union.

(5) Beginning on the date the commissioner approves the amendments to the bylaws of
a credit union under Subsection (3), the credit union:

(&) may not admit as a member a resident of a county for which grandfathering is
terminated,

(b) may admit as a member a person belonging to an association regardless of whether the
association resides in the domicile-county within the limited field of membership of the credit
union;

(c) may serve a member of the credit union who is not in the credit union's grandfathered
limited field of membership, if the member is a member of the credit union on the day that the
grandfathering terminates;

(d) may operate a main office or branch that is located outside the limited field of
membership of a credit union after grandfathering terminates but is operated by the credit union
on the day that the grandfathering terminates; and

(e) may establish, relocate, or otherwise change the physical facilities of the credit union's
main office or of a branch in the domicile-county of the credit union if that county is included in
the limited field of membership of the credit union after termination of the grandfathering.
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(6) In addition to any requirement under this section, a credit union shall comply with any
requirement under this title for the establishment, relocation, or change in the physical location of
a main office or branch of a credit union.

Section 11. Section-9-55is enacted to read:

7-9-55. Designation as a credit association.

(1) In accordance with this section, a credit union may elect to be designated as a credit

association:

(a) through an affirmative vote of its members: and

(b) subject to approval from the commissioner.

(2) (a) If the board of directors seeks to have a credit union be designated as a credit

association, the board of directors shall initiate a proposition by a written resolution of the board

of directors.

(b) If one or more members of a credit union seek to have a credit union be designated as

a credit association, the one or more members of the credit union shall initiate a proposition by

submitting to the board of directors a petition signed by at least the lesser of:

(i) 50 members of the credit union; or

(i) 5% of the credit union membership.

(3) Subject to Subsection (4), the proposition initiated under Subsection (2) shall:

(a) be subject to the vote of the full membership of the credit union; and

(b) submitted to the credit union membership pursuant to:

(i) _this chapter;

(ii) the procedures of the credit union for membership votes; and

(iii) the rules made by the commissioner for membership votes of a credit union.

(4) (a) A credit union shall notify its members of the vote on the proposition initiated

under Subsection (2).

(b) The notice required under this Subsection (4) shall:

(i) be in a form approved by the commissioner; and

(i) shall include:

(A) the proposition that the credit union be designated as a credit association; and

(B) an explanation that after designation as a credit association, the credit association is

subject to taxation under Title 59, Chapter 7, Corporate Franchise and Income Taxes.
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(5) (a) _If the proposition is approved by a vote of the credit union membership, the credit

union shall submit an application to be designated as a credit association to the commissioner in

a form prescribed by the commissioner.

(b) The application shall include the following:

(i) evidence that the credit union is adequately capitalized;

(i) _evidence that the credit union has the financial capacity to serve the financial needs of

the limited field of membership in a safe and sound manner;

(iii) evidence that the credit union has the managerial expertise to serve the financial needs

of the expanded limited field of membership in a safe and sound manner; and

(iv) any other information the commissioner considers material to determining whether

to approve the application.

(c) The commissioner shall approve the application:

(i) _after accepting it as complete; and

(i) finding that the credit union:

(A) is adequately capitalized:;

(B) has the financial capacity to serve the financial needs of the limited field of

membership in a safe and sound manner; and

(C) has the managerial expertise to serve the financial needs of the expanded limited field

of membership in a safe and sound manner.

(d) To protect the safety and soundness of the application, the commissioner may:

(i) _approve an application subject to the terms and conditions the commissioner considers

necessary; or
(i) disapprove an application.

Section 12. Section-9-56is enacted to read:
7-9-56. Operations of credit associations.
(1) A credit union designated as a credit association shall:

(a) _comply with this chapter as a credit union, except where the chapter expressly provides

for a credit association; and

(b) is a credit union under this chapter that may obtain and maintain insurance on its shares

and deposits from the National Credit Union Association.

(2) If under Section 7-9-55 the credit union is designated as a credit association, within 90
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586 days of the day the credit union is designated as a credit association:

587 (a) the name of the credit association shall be changed to replace the words "credit union"

588  with "credit association™;

589 (b) an amendment to the credit union's articles of incorporation indicating the name change

590 shall be filed with the Division of Corporations and Commercial Code; and

591 (c) the credit association is prohibited from using the words "“credit union" in its:

592 (i) advertisement;

593 (ii) signage;

594 (iii) solicitation for members; or

595 (iv) in any other correspondence and communication intended for members of the public.
596 Section 13. Section9-57is enacted to read:

597 7-9-57. Expansion of credit association.

598 (1) The commissioner shall comply with this section if the commissioner receives a

599 request to approve an amendment to the bylaws of a credit union designated as a credit association
600 that:
601 (a) expands the credit association's limited field of membership; or

602 (b) removes restrictions on branching if the credit association has a grandfathered limited

603 field of membership.

604 (2) (a)_If the credit association requests to add residents within a county of the fourth, fifth,

605 or sixth class as classified in Section 17-50-501, the commissioner:

606 (i) may approve the addition of the residents within the county of the fourth, fifth, or sixth

607 class at any time;

608 (i) _may approve the addition of residents within more than one county of the fourth, fifth,

609 or sixth class in any one calendar year; and
610 (i) shall comply with Subsection (4).
611 (b) If the credit association has a grandfathered limited field of membership and requests

612 the removal on the restrictions on branching under Section 7-9-53 on a county of the fourth, fifth,

613 or sixth class, the commissioner:

614 (i)_may approve the removal of the restriction on branching within a county of the fourth,

615 fifth, or sixth class at any time;

616 (i) may approve the removal of the restrictions on branching within more than one county
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of the fourth, fifth, or sixth class in any one calendar year;

(i) _may approve the removal of the restrictions on branching regardless of whether the

commissioner has approved the addition of residents of a county of the fourth, fifth, or sixth class

to the limited field of membership of the credit association; and

(iv) shall comply with the requirements under this title for the establishment, relocation,

or change in the physical location of a main office or branch of a credit union to determine whether

to approve the removal of the restrictions on branching.

(3) (a)_If the credit association requests to add residents within a county of the first,

second, or third class as classified in Section 17-50-501, the commissioner:

(i) in any one calendar year may:

(A) for a credit association that does not have a grandfathered limited field of membership,
approve the addition of residents within only one county of the first, second, or third class; or

(B) if the credit association is a credit association with a grandfathered limited field of

membership:
() _approve the addition of residents within only one county of the first, second, or third

class; or
(1N _remove the restrictions on branching in only one county of the first, second, or third

class as provided in Subsection (3)(b); and

(i) shall comply with Subsection (4).

(b) If the credit association has a grandfathered limited field of membership and requests

the removal on the restrictions on branching under Section 7-9-53 on a county of the first, second,

or third class, the commissioner;

() _may approve the removal of the restrictions on only one county of the first, second, or

third class in any one calendar year;

(i) _may not approve the addition of residents within a county of the first, second, or third

class to the limited field of membership of the credit association in the same calendar year the

commissioner removes the restrictions on branching in the county of the first, second, or third

class; and

(iii) shall comply with the requirements under this title for the establishment, relocation,

or change in the physical location of a main office or branch of a credit union to determine whether

to approve the removal of the restrictions on branching.
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(4) (a) If the commissioner receives a request to add the residents within a county to the

limited field of membership of a credit association, the commissioner shall:

(i) _qgive notice of the request in the manner and to the extent the commissioner considers

appropriate to institutions subject to the jurisdiction of the department that are located in the

applicable county; and

(i) cause a supervisor to examine and submit written findings and recommendations to

the commissioner as to:

(A) whether the credit association is adequately capitalized;

(B) whether the credit association has the financial capacity to serve the financial needs

of the expanded limited field of membership in a safe and sound manner;

(C) whether the credit association has the managerial expertise to serve the financial needs

of the expanded limited field of membership in a safe and sound manner;

(D) any potential harm the expansion of the limited field of membership may have on the

institutions described in Subsection (4)(a)(i); and

(E) the probable beneficial effect of the expansion.

(b) The commissioner may approve the amendment to the bylaws described in Subsection

(1) or (2) if the commissioner:

(i) _qgives the notice required under this Subsection (4);

(ii) receives the written findings and recommendations of the supervisor under this

Subsection (4); and

(iii) finds that:
(A) the credit association is adequately capitalized;

(B) the credit association has the financial capacity to serve the financial needs of the

expanded limited field of membership in a safe and sound manner;

(C) the credit association has the managerial expertise to serve the financial needs of the

expanded limited field of membership in a safe and sound manner; and

(D) any potential harm the expansion of the limited field of membership may have on

other institutions subject to the jurisdiction of the department does not clearly outweigh the

probable beneficial effect of the expansion.

(5) If the credit association requests to add an association, the commissioner:

(a)_may approve the addition of more than one association in any calendar year; and
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(b) (i) if the association consists of 50 or more persons, shall comply with the procedure

under Section 7-9-52 for adding an association to a credit union; or

(ii) (A) if the association consists of less than 50 persons, is not subject to Section 7-9-52;

and

(B) shall approve the amendment if the commissioner finds:

(1) _the credit association is adequately capitalized:;

(1N _the credit association has the financial capacity to serve the financial needs of the

expanded limited field of membership in a safe and sound manner;

(11N _the credit association has the managerial expertise to serve the financial needs of the

expanded limited field of membership in a safe and sound manner; and

(IV)_if the credit association is a credit association with a grandfathered limited field of

membership, that the association resides in the domicile-county of the credit association.

(6) In accordance with Section 7-1-309, the commissioner may hold a hearing on the

expansion of a credit association's limited field of membership.

(7) _This section may not be interpreted to permit a credit union that is not designated as

a credit association to:

(a) expand its limited field of membership to include residents of more than one county;

(b) change the county included in the limited field of membership of a credit union, if any.

Section 14. SectidsO-7-102is amended to read:

59-7-102. Exemptions.

(1) Except as provided in Part 8, the following are exempt from this chapter:

(a) ferganizatiofjsan organizatiorexempt under Sections 501 and 521, Internal Revenue
Codefand-organizatiensxcept, for taxable years beginning on or after January 1, 2002, for:

(i) a credit union:

(A) organized under Title 7, Chapter 9, Utah Credit Union Act;

(B) that has a grandfathered limited field of membership under Section 7-9-53; or

(i) a credit union designated as a credit association under Section 7-9-55;

(b) an organizatiomeeting the requirements of Subchapter T, Internal Revenue Code;
[tby-organizatiori]dc) an organizatiomxempt under Section 528, Internal Revenue Code,
provided that to the extent{stj¢che organization's income is taxable for federal tax purposes
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under Section 528;fstictine organization's income is also taxable under this chapter;

fte] (d) an insurance-feompanies-which-jmmmpany that iotherwise taxed onthdir

Itspremiums under Title 59, Chapter 9, Taxation of Admitted Insurers; and

et (e) abuilding [authertitied authorityas defined in Section 17A-3-902.
(2) Notwithstanding any other provision in Chapter 7 or 8, a person not otherwise subject

to the tax imposed by this chapter or Chaptetr-8fshaly not become subject to the tax imposed
by Sections 59-7-104, 59-7-201, 59-7-701, and 59-8-104, by reason of:

(a) that person's ownership of tangible personal property located at the premises of a
printer's facility in this state with which the person has contracted for printing; or

(b) the activities of the person's employees or agents who are located solely at the premises
of a printer's facility and who are performing services related to quality control, distribution, or
printing services performed by the printer's facility in this state with which the person has
contracted for printing.

Section 15. SectidsO-7-104is amended to read:

59-7-104. Tax -- Minimum tax.

(1) Each domestic and foreign corporation, except those exempted under Section 59-7-102,
shall pay an annual tax to the state based on its Utah taxable income for the taxable year for the
privilege of exercising its corporate franchise or for the privilege of doing business in the state.

(2) Fheg Except as provided in Subsection (4), tae imposed by Subsection ($hall
be 5% of a corporation's Utah taxable income.

(3) The minimum tax a corporation shall pay under this chapter is $100.
(4) (a) As used in this Subsection (4):
(i) "state tax rate” means the rate imposed under Subsection (2); and

(ii) "taxable credit union" means:

(A) a credit union:
() _organized under Title 7, Chapter 9, Utah Credit Union Act; and
(I _that has a grandfathered limited field of membership under Section 7-9-53; or

(B) a credit union designated as a credit association designated under Section 7-9-55.

(b) For taxable years beginning on or after January 1, 2002, a taxable credit union shall

pay an annual tax to the state equal to the product of:

(i) 38%: and
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(ii) the taxable credit union's Utah taxable income.

(c) Notwithstanding the other provisions of this Subsection (4), if a taxable credit union

Is subject to a federal income tax, the taxable credit union shall pay an annual tax to the state equal

to the product of:

(i) the state tax rate: and

(ii) the taxable credit union's Utah taxable income.
Section 16. SectidsB-7-106is amended to read:
59-7-106. Subtractions from unadjusted income.

In computing adjusted income the following amounts shall be subtracted from unadjusted
income:

(1) the foreign dividend gross-up included in gross income for federal income tax purposes
under Section 78, Internal Revenue Code;

(2) the net capital loss, as defined for federal purposes, if the taxpayer elects to deduct the
loss on the current Utah return. The deduction shall be made by claiming the deduction on the
current Utah return which shall be filed by the due date of the return, including extensions. For
the purposes of this subsection all capital losses in a given year must be:

(a) deducted in the year incurred; or

(b) carried forward as provided in Sections 1212(a)(1)(B) and (C), Internal Revenue Code;

(3) the decrease in salary expense deduction for federal income tax purposes due to
claiming the federal jobs credit under Section 51, Internal Revenue Code;

(4) the decrease in qualified research and basic research expense deduction for federal
income tax purposes due to claiming the federal research and development credit under Section
41, Internal Revenue Code;

(5) the decrease in qualified clinical testing expense deduction for federal income tax
purposes due to claiming the federal orphan drug credit under Section 28, Internal Revenue Code;

(6) any decrease in any expense deduction for federal income tax purposes due to claiming
any other federal credit;

(7) the safe harbor lease adjustment required under Subsections 59-7-111(1)(b) and (2)(b);

(8) any income on the federal corporate return that has been previously taxed by Utah;

(9) amounts included in federal taxable income that are due to refunds of taxes imposed
for the privilege of doing business, or exercising a corporate franchise, including income,
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franchise, corporate stock and business and occupation taxes paid by the corporation to Utah,
another state of the United States, a foreign country, a United States possession, or the
Commonwealth of Puerto Rico to the extent that the taxes were added to unadjusted income under
Section 59-7-105;

(10) charitable contributions, to the extent allowed as a subtraction under Section
59-7-109;

(11) (a) 50% of the dividendstdeenjednsideredeceived or received from subsidiaries
which are members of the unitary group and are organized or incorporated outside of the United
States unless such subsidiaries are included in a combined report under Section 59-7-402 or
59-7-403. In arriving at the amount of the dividend exclusion, the taxpayer shall first deduct from
the dividendsfdeempdonsideredeceived or received, the expense directly attributable to those
dividends. Interest expense attributable to excluded dividends shall be determined by multiplying
interest expense by a fraction, the numerator of which is the taxpayer's average investment in such
dividend paying subsidiaries, and the denominator of which is the taxpayer's average total
investment in assets;

(b) in determining income apportionable to this state, a portion of the factors of a foreign
subsidiary whose dividends are partially excluded under Subsection (11)(a) shall be included in
the combined report factors. The portion to be included shall be determined by multiplying each
factor of the foreign subsidiary by a fraction, but not to exceed 100%, the numerator of which is
the amount of the dividend paid by the foreign subsidiary which is included in adjusted income,
and the denominator of which is the current year earnings and profits of the foreign subsidiary as
determined under the Internal Revenue Code;

(12) (a) 50% of the adjusted income of a foreign operating company unless the taxpayer
has elected to file a worldwide combined report as provided in Section 59-7-403. For purposes
of this subsection, when calculating the adjusted income of a foreign operating company, a foreign
operating company may not deduct the subtractions allowable under this subsection and
Subsection (11);

(b) in determining income apportionable to this state, the factors for a foreign operating
company shall be included in the combined report factors in the same percentage its adjusted
income is included in the combined adjusted income;

(13) the amount of gain or loss which is included in unadjusted income but not recognized
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for federal purposes on stock sold or exchanged by a member of a selling consolidated group as
defined in Section 338, Internal Revenue Code, if an election has been made pursuant to Section
338(h)(10), Internal Revenue Code;

(14) the amount of gain or loss which is included in unadjusted income but not recognized
for federal purposes on stock sold, exchanged, or distributed by a corporation pursuant to Section
336(e), Internal Revenue Code, if an election under Section 336(e), Internal Revenue Code, has
been made for federal purposes;

(15) (a) adjustments to gains, losses, depreciation expense, amortization expense, and
similar items due to a difference between basis for federal purposes and basis as computed under
Section 59-7-107; and

(b) if there has been a reduction in federal basis for a federal tax credit where there is no
corresponding Utah tax credit, the amount of the reduction in basis shall be allowed as an expense
in the year of the federal credit;

(16) any interest expense not deducted on the federal corporate return under Section 265(b)
or 291(e), Internal Revenue Code;

(17) 100% of the dividends received from subsidiaries which are insurance companies
exempt from this chapter under Subsection 59-7-102€)(j&@nd are under "common
ownership" as defined by Subsection 59-7-101(7); and

(18) any amount included in unadjusted income that was derived from money paid by the
taxpayer to the program fund and investment income earned on those payments under Title 53B,
Chapter 8a, Higher Education Savings Incentive Program.
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Legislative Review Note
as of 2-14-01 7:52 AM

This bill imposes a 38% tax on the Utah taxable income of certain types of Utah chartered credit
unions but not all Utah credit unions. Under the federal and state constitutions, there are
limitations on a legislature's ability to legislate on the basis of classifications if those classifications
are too narrow. A legislature generally may only treat similarly situated persons differently if the
legislature can establish a classification of those persons having a rational basis related to a
legitimate government purpose. Legislatures are at times given greater deference to create
classifications in the tax area. The distinction between those credit unions subject to the tax
provided for in this bill and those that are not taxed generally turns on whether the credit union has
multiple counties in its limited field of membership or the credit union has the ability to add
multiple counties to its limited field of membership. It would be for a court to decide whether the
classifications made in this bill are rationally based and therefore proper.

Office of Legislative Research and General Counsel
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