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LEGISLATIVE GENERAL COUNSEL H.B. 162
€, Approved for Filing: P. Owen & 6th Sub. (Ivory)
¢, 02-10-0310:31AM &

Representative Wayne A. Har per proposes the following substitute bill:

AMENDMENTSRELATED TO FINANCIAL

INSTITUTIONS

2003 GENERAL SESSION
STATE OF UTAH

Sponsor: Jeff Alexander

Thisact modifiesthe Financial I nstitutionstitle to address provisionsrelated to credit
unions and mutual associations and to make technical changes. Thisact addresses voting
requirementsfor mutual associations. Thisact modifies definitions. The act addr esses
loan limitations. The act addresses credit union service organizations. Thisact addresses
mergers. Theact addresses operations of out-of-state credit unions. The act repeals
certain provisionsrelated to fields of member ship and grandfathering and modifies other
provisonsrelated to fields of membership. Thisact providesfor credit unions becoming
nonexempt credit unions. Thisact modifies cor por ate franchise and nonexempt income
tax provisionsto addressthe taxation of credit unions.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

7-7-10, as last amended by Chapter 244, Laws of Utah 1985

7-9-3, as last amended by Chapter 329, Laws of Utah 1999

7-9-5, aslast amended by Chapter 116, Laws of Utah 2001

7-9-6, as last amended by Chapter 329, Laws of Utah 1999

7-9-11, aslast amended by Chapter 329, Laws of Utah 1999

7-9-12, aslast amended by Chapter 329, Laws of Utah 1999

7-9-16, aslast amended by Chapter 329, Laws of Utah 1999

7-9-20, aslast amended by Chapter 329, Laws of Utah 1999

7-9-26, as last amended by Chapter 182, Laws of Utah 1996
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7-9-34, aslast amended by Chapter 178, Laws of Utah 1994

7-9-37, aslast amended by Chapter 329, Laws of Utah 1999

7-9-39, aslast amended by Chapter 329, Laws of Utah 1999

7-9-46, as last amended by Chapter 49, Laws of Utah 1995

7-9-51, as enacted by Chapter 329, Laws of Utah 1999

7-9-52, as enacted by Chapter 329, Laws of Utah 1999

59-7-101, as last amended by Chapter 76, Laws of Utah 2002

59-7-102, as last amended by Chapters 76 and 286, Laws of Utah 2002
ENACTS:

7-9-55, Utah Code Annotated 1953
REPEALS:

7-9-39.5, 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
Be it enacted by the Legidlature of the state of Utah:

Section 1. Section 7-7-10 is amended to read:

7-7-10. Meetings of mutual association members-- Voting -- Notice.

(1) (&8 Anannual meeting of the members of each mutual association shall be held at
the time and place fixed in the bylaws of the association.

(b) Specia meetings may be called as provided in the bylaws.

(2) (@) The members entitled to vote at any meeting of the members shall be those who
are members of record at the end of the calendar month next preceding the date of the meeting
of members, except those who have ceased to be members.

(b) The number of votes [whichmembers-shal-be] that a member is entitled to cast
shall be determined in accordance with the books on the date determinative of entitlement to

vote.

(3) Inthe determination of al questions requiring action by the members, each member
shall be entitled to cast:
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(b) any additional vote that the member may cast under the bylaws of the association.
(4) [At] (a) (i) Subject to Subsection (4)(a)(ii). at any meeting of the members, voting
may be:

(A) in person; or

(B) by proxy[;but6].

(ii) Notwithstanding Subsection (4)(a)(i), a proxy [shatHbe] is not eligible to be voted
at any meeting unless the proxy has been filed with the secretary of the association, for
verification, at least five days before the date of the meeting.

(b) Every proxy shall:

(i) beinwriting [and];

(ii) be signed by the member or [kts] the member's duly authorized attorney in fact

when-fitechwith-the-seeretary,shah+-so-spectfiedrthe proxy, | ._and

(iii) continuein force from year to year:

(A) when filed with the secretary;

(B) if so specified in the proxy; and

(C) until;

(1) revoked by awriting duly delivered to the secretary; or [thti]
(1) superseded by subsequent proxies.

(5) (&) At an annual meeting or at any special meeting of the members, any number of
members present in person or by proxy eligible to be voted constitutes a quorum.

(b) A maority of all votes cast at any meeting of members shall determine any
guestion unless this chapter specifically provides otherwise.

(6) (& No notice of annual meetings of members need be given to members. [Notice]

(b) Subject to Subsection (6)(c), notice of each special meeting of members shall;

(i) state:

(A) the purpose for which the meeting is called[;];

(B) the place of the meeting][;]; and

(C) thetime when [#] the meeting shall convenel;]; and [shat]

(ii) (A) be published:

(1) once aweek for two consecutive calendar weeks (in each instance, on any day of the
week) before the date on which the special meeting shall convene|]; and
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(1) in anewspaper of genera circulation in the county in which the home office of the
association is | ocated[—t-adeltior i i

(B) be posted in a conspicuous place in all offices of the association during the 30 days
immediately preceding the date on which the special meeting conveneq -provided, - however;
thet].

(c) No notice need be given of ameeting if al the members entitled to vote, votein
favor of an action at [any] the meeting of the memberg[;Hiohoticeneed-be-given).

Section 2. Section 7-9-3 is amended to read:

7-9-3. Definitions.

Asused in this chapter:

(2) (&) "Association” means a group of persons that:
[{erthesasmitar:]

[€i)—interest;]

(i) constitute the members of aformal association organized for:
(A) anidentifiableinterest;

(B) an identifiable purpose;

[€i)] (C) aspecific profession; or

[ V
[tby—5] (ii) are employed by a common employer.
(b) "Association" does not include a group of personsthat is:

(i) identified or created primarily on the basis of arelationship between any person

(A) aconsumer;

(B) acustomer; or

(C) aclient; or

(ii) created primarily for the purpose of expanding the membership in a credit union.

(2) "Capital and surplus’ means:
(a) shares;

(b) deposits,

(c) reserves, and
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(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 union service organization" means a Sservice organization that provides

services that are:

(a) subject to Subsection (4)(b)(i), permitted by rule made by the commissioner in
accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act; and
(b) (i) except for the extension of credit by the service organization, limited primarily

to:
(A) credit unions that hold an ownership interest in the service organization;

(B) members of credit unions that hold an ownership interest in the service

organization; or

(C) _members of credit unions that contract with the service organization; and

(ii) for purposes of the extension of credit by the service organization, limited to

members of acredit union that holds an ownership interest in the service organization.

[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.

(6) "[HmiteeHtetd] Field of membership” means persons designated as eligible for
credit union membership in accordance with:

(a) Section 7-9-51 [er79-53:]; and

(b) the bylaws of the credit union.

[€5)] (7) "Immediate family" means parents, spouse, surviving spouse, children, and
siblings of the member.

[€A] (8) (3) "Member-business loan” means any loan, line of credit, or letter of credit,
the proceeds of which will be used for:

(i) acommercial purpose;

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

(iii) anagricultural purpose.

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

(i) that isfully secured by alien on aone- to four- family dwelling that is the primary
residence of a member;
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(i) that isfully secured by:

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

(B) depositsin other financial institutions;

(iii) the repayment of which isfully insured or fully guaranteed by, or where thereis an
advance commitment to purchase in full by, an agency of:

(A) thefederal government;

(B) astate; or

(C) apalitical subdivision of astate; or

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

(9) "Nonexempt credit union" means a credit union that is a nonexempt credit union
under Section 7-9-55.
[€£9)] (10) "Sharedrafts,” "deposit drafts,” and "transaction accounts’ mean accounts

from which owners are permitted to make withdrawal s by negotiable or transferable
instruments or other orders for the purpose of making transfers to other persons or to the
owner.

[€16)] (11) "Shares' meansthat portion of the capital paid into the credit union by
members on which dividends may be paid.

Section 3. Section 7-9-5 is amended to read:

7-9-5. Powersof credit unions.

In addition to the powers specified elsewhere in this chapter and subject to any

limitations specified elsewhere in this chapter, a credit union may:

(1) make contracts;

(2) sue and be sued;

(3) acquire, lease, or hold fixed assets, including real property, furniture, fixtures, and
equipment as the directors consider necessary or incidental to the operation and business of the
credit union, but the value of the real property may not exceed 7% of credit union assets, unless
approved by the commissioner;

(4) pledge, hypothecate, sell, or otherwise dispose of real or personal property, either in
whole or in part, necessary or incidental to its operation;
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(5) incur and pay necessary and incidental operating expenses;

(6) require an entrance or membership fee;

(7) receive the funds of its membersin payment for:

(a) shares;

(b) share certificates,

(c) deposits;

(d) deposit certificates;

(e) sharedrafts;

(f) NOW accounts; and

(g) other instruments;

(8) alow withdrawal of shares and deposits, as requested by a member orally to athird
party with prior authorization in writing, including, but not limited to, drafts drawn on the
credit union for payment to the member or any third party, in accordance with the procedures
established by the board of directors, including, but not limited to, drafts, third-party
instruments, and other transaction instruments, as provided in the bylaws;

(9) chargefeesfor its services;

(10) extend credit to its members, at rates established in accordance with the bylaws or
by the board of directors;

(11) extend credit secured by real estate;

(12) (a) subject to Subsection (12)(b), make co-lending arrangements, including loan

participation arrangements [
organtzations|, in accordance with written policies of the board of directors[;+] with one or
more:

(i) other credit unions;

(ii)_credit union service organizations; or

(iii) other financial organizations; and

(b) make co-lending arrangements, including loan participation arrangements, in

accordance with Subsection (12)(a) subject to the following:

(i) the credit union or credit union service organization that originates aloan for which
[partietpation] co-lending arrangements are made [+etaths] shall retain an interest of at least
10% of the loan;
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(ii) on or after May 5, 2003, the originating credit union or credit union service

organization may sell to a credit union an interest in a co-lending arrangement that involves a

member-business loan only if the person receiving the member-business |loan is a member of

the credit union to which the interest is sold; and

(iii) on or after May 5, 2003, the originating credit union or credit union service

organization may sell to a credit union service organization an interest in a.co-lending

arrangement that involves a member-business |oan only if the person receiving the

member-business loan is amember of acredit union that holds an interest in the credit union

service organization to which the interest is sold:;

(13) sdl and pledge eligible obligations in accordance with written policies of the
board of directors;

(14) engagein activities and programs of the federal government or this state or any
agency or political subdivision of the state, when approved by the board of directors and not
inconsistent with this chapter;

(15) act asfiscal agent for and receive payments on shares and deposits from the
federal government, this state, or its agencies or political subdivisions not inconsistent with the
laws of this state;

(16) borrow money and issue evidence of indebtedness for aloan or loans for
temporary purposes in the usual course of its operations;

(17) discount and sell notes and obligations,

(18) sl al or any portion of its assets to another credit union or purchase all or any
portion of the assets of another credit union;

(19) invest funds as provided in thistitle and in its bylaws;

(20) maintain depositsin insured depository institutions as provided in thistitleand in
its bylaws,

(21) (&) hold membership in corporate credit unions organized under this chapter or
under other state or federal statutes; and

(b) hold membership or equity interest in associations and organizations of credit
unions, including credit union service organizations;

(22) declare and pay dividends on shares, contract for and pay interest on deposits, and
pay refunds of interest on loans as provided in thistitle and in its bylaws;
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(23) collect, receive, and disburse funds in connection with the sale of negotiable or
nonnegotiable instruments and for other purposes that provide benefits or convenience to its
members, as provided in this title and in its bylaws;

(24) make donations for the members welfare or for civic, charitable, scientific, or
educational purposes as authorized by the board of directors or provided in its bylaws;

(25) act astrustee of funds permitted by federal law to be deposited in a credit union as
adeferred compensation or tax deferred device, including, but not limited to, individual
retirement accounts as defined by Section 408, Internal Revenue Code;

(26) purchase reasonable accident and health insurance, including accidental death
benefits, for directors and committee members through insurance companies licensed in this
state as provided in its bylaws;

(27) provide reasonable protection through insurance or other means to protect board
members, committee members, and employees from liability arising out of consumer
legislation such as, but not limited to, truth-in-lending and equal credit laws and as provided in
its bylaws,

(28) reimburse directors and committee members for reasonable and necessary
expenses incurred in the performance of their duties,

(29) participate in systems which alow the transfer, withdrawal, or deposit of funds of
credit unions or credit union members by automated or electronic means and hold membership
in entities established to promote and effectuate these systems, if:

(a) the participation is not inconsistent with the law and rules of the department; and

(b) any credit union participating in any system notifies the department as provided by
law;

(30) issue credit cards and debit cards to allow members to obtain access to their
shares, deposits, and extensions of credit;

(31) provide any act necessary to obtain and maintain membership in the credit union;

(32) exerciseincidental powers necessary to carry out the purpose for which a credit
union is organized;

(33) undertake other activities relating to its purpose as its bylaws may provide;

(34) engagein other activities, exercise other powers, and enjoy other rights,
privileges, benefits, and immunities authorized by rules of the commissioner;
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(35) act astrustee, custodian, or administrator for Keogh plans, individual retirement
accounts, credit union employee pension plans, and other employee benefit programs; and

(36) advertiseto the general public the products and services offered by the credit
union if the advertisement prominently discloses that to use the products or services of the
credit union a person is required to:

(&) beéeligible for membership in the credit union; and

(b) become a member of the credit union.

Section 4. Section 7-9-6 is amended to read:

7-9-6. Formation of corporation to conduct credit union -- Approval of
commissioner.

(1) (&) Ten or more incorporators belonging to the same group of 200 persons or more
having a [tHmtted] field of membership may, with the approval of the commissioner, form a
corporation to conduct a credit union under:

(i) thischapter;

(ii) Title 16, Chapter 10a, Utah Revised Business Corporation Act; and

(iii) Chapter 1, General Provisions.

(b) This chapter takes precedence over conflicting provisions of other state law
governing:

(i) theformation of the corporation; and

(if) the duties and obligations of:

(A) the corporation;

(B) the corporation's officers; and

(C) the corporation's shareholders or members.

(2) The commissioner may grant the approval referenced in Subsection (1) if the
commissioner finds that:

(a) the proposed [timited] field of membership is favorable to the success of the credit
union;

(b) the standing of the proposed membership will give assurance that its affairs will be
administered in accordance with this chapter;

(c) the proposed credit union has a reasonable promise of financial viability; and

(d) formation of the credit union would not result in a substantial adverse financial

-10-
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impact on an existing credit union having the same or substantially the same [Hmtted] field of
membership.

(3) (a) Except as provided in Subsection (3)(b) and in addition to the requirements of
Subsections (1) and (2), Section 7-1-704 governs the formation of a credit union.

(b) Notwithstanding Subsection (3)(a):

(i) if the proposed credit union has a [timtted] field of membership that does not base
eligibility on residence in a county, the persons seeking formation of the proposed credit union
are not required to provide the notice required under Subsection 7-1-704(3); and

(if) acredit union may not be required to obtain federal insurance if the credit union
complies with Subsection 7-9-45(2).

Section 5. Section 7-9-11 is amended to read:

7-9-11. Bylawsand amendmentsto 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 theamendment to the bylaws of a credit union expands the [Hmtted] field of
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.

[te)] (b) If the bylaws or an amendment to the bylaws of a credit union adds an
association to the [Hnited] field of membership of the credit union, the 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.

Section 6. Section 7-9-12 is amended to read:

7-9-12. Contentsof bylaws.

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

(1) the name of the credit union;

-11-
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(2) the purpose for which [#] the credit union was formed;

(3) a[timited] field of membership of the credit union that complies with Section
7-9-51 [6r7-9-53];

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

(5) theterm of directors;

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

(7) theduties of the officers;

(8) thetime 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

(13) such other matters, rules, and regulations as the board of directors consider
necessary.

Section 7. Section 7-9-16 is amended to read:

7-9-16. Members-- Eligibility -- Liability -- Groundsfor closing account -- Denial
of member ship.

(1) A person within the [Hmtted] field of membership of a credit union may be admitted
to membership, upon:

(&) payment of any required entrance or membership fee;

(b) payment for one or more shares; and

(c) compliance with this chapter and the bylaws of the credit union.

(2) A member who is eligible for membership in a credit union at the time the member
is admitted as a member but who is no longer in the [Hmtted] field of membership of the credit
union may retain membership in the credit union unless otherwise provided in the bylaws of
the credit union.

(3) A member of the credit union may not be held personally or individually liable for
payment of the credit union's debts.

(4) The credit union may close the account of any member whose actions have resulted
in any financia loss to the credit union.

-12 -



367
368
369
370
371
372
373
374
375
376
377
378
379
380
381
382
383
384
385
386
387
388
389
390
391
392
393
394
395
396
397

02-10-03 10:31 AM 6th Sub. (Ivory) H.B. 162

(5) Denia of membership is not considered a denial of credit.

Section 8. Section 7-9-20 is amended to read:

7-9-20. Board of directors-- Powersand duties-- L oan limitations.

(1) At annual meetings the members shall elect from their number a board of directors
consisting of an odd number of not less than five members.

(2) The bylaws may provide balloting by:

(@ mail;

(b) ballot box; or

(c) both mail and ballot box.

(3) Voting may not be by proxy.

(4) Members of the board of directors shall hold office for the terms prescribed in the
bylaws.

(5) The board of directors shall meet at |east monthly.

(6) The board of directors shall have the general management of the affairs, funds, and
records of the credit union. In particular, the board of directors shall:

() act upon applications for membership;

(b) act upon expulsion of members,

(c) fix the amount of surety bond required of each officer or employee having custody
of funds;

(d) determinetherate of interest or dividend allowed on shares and deposits;

(e) determine the terms and conditions of credit granted to members;

(f) lend money, borrow money, and pledge security for any borrowing;

(9) fill vacanciesin the board of directors or in the credit committee, if applicable, or in
the supervisory committee until the election and qualification of officersto fill those vacancies,

(h) appoint up to two alternate directors as provided in the bylaws;

(i) fix the amount of the entrance fee;

() declaredividends and their amount;

(k) make recommendations to meetings of the members relative to amendments to the
articles of incorporation, and transact any other business of the credit union; and

(1) fix the maximum amount of credit, secured and unsecured, that may be extended to
any one member, up to the limitations described in [Subseetion] Subsections (7) and (8).

-13-
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(7) () The credit that may be outstanding or available by a credit union at any one time
is subject to the limitations described in [Stbsecttons] this Subsection (7)[{b)y-aneH€)]:

(i) except as provided in Subsection [{Afd)-threugh(A{H—and] (8); and

(ii) except that the board of directors may:

(A) set alower limit than the limit in Subsection (7)(b)(i) or (7)(b)(ii)(B); or

(B) require that a person described in Subsection (7)(b)(ii)(A) be a member of the
credit union for more than six months before the date a member-business |oan is extended.

(b) (i) A credit union may not extend credit that is not a member-businessloan to a
member if as aresult of that extension of credit the total credit that is not a member-business
loan that the credit union has issued to that member exceeds at any one time:

(A) for acredit union with less than $2,000,000 in capital and surplus, the greater of:

(1) $1,000; or

(1) 15% of capital and surplus up to atotal of $25,000; or

(B) for acredit union with $2,000,000 or more in capital and surplus, the greater of:

(1) $25,000;

(I 1% of capital and surplus; or

(111) 25% of the regular reserve.

(ii) Beginning March 24, 1999, a credit union may not extend a member-business loan
to a person:

(A) (1) if the person is abusiness entity, unless at |east one individual having a
controlling interest in that business entity has been a member of the credit union for at least six
months prior to the date of the extension of the member-business |oan; or

(I1) if the personisanindividual, unless the individual is a member of the credit union
for at least six months prior to the date of the extension of the member-business |oan; or

(B) if asaresult of the extension of the member-business |oan, the total amount
outstanding for all member-business |oans that the credit union has extended to that person at
any one time exceeds the lesser of:

(1) 10% of the credit union's capital and surplus; or

(1) [$256,060] $500,000.

(c) (i) Beginning March 24, 1999, a credit union may not extend a member-business
loan if asaresult of that member-business |oan the credit union's aggregate member-business

-14 -
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loan amount cal culated under Subsection (7)(c)(ii) at any one time exceeds 1.25 times the sum
of:

(A) theactua undivided earnings; and

(B) the actual reserves other than the regular reserves.

(if) For purposes of Subsection (7)(c)(i), the aggregate member-business |oan amount
of acredit union equals:

(A) the sum of thetotal amount financed under all member-business |oans outstanding
at the credit union; minus

(B) the amount of the member-business loans described in Subsection (7)(c)(ii)(A):

(I) that issecured by share or deposit savings in the credit union; or

(I1) for which the repayment isinsured or guaranteed by, or there is an advance
commitment to purchase by an agency of the federal government, a state, or a political
subdivision of the state.

(d) (i) A credit union service organization may extend credit to a member of a credit

union holding an ownership interest in the credit union service organization only if the credit

union in which the person is amember is not prohibited from extending that credit to that

member under this Subsection (7) and Subsection (8).

(ii) For purposes of determining whether under this Subsection (7) and Subsection (8) a

credit union may extend credit, the total amount outstanding of credit extended by a credit

union service organization to a person shall be treated as if the credit was extended by the

credit union in which the person is a member.

(iii) If aperson seeking an extension of credit from a credit union service organization

is amember of more than one credit union holding an ownership interest in the credit union

service organization, the person shall specify the credit union to which the extension of credit
is attributed under Subsection (7)(d)(ii).

(iv) This Subsection (7)(d) effects only an extension of credit:

(A) that is extended on or after May 5, 2003; and

(B) by:

(1) _acredit union service organization; or

(1) _acredit union organized under this chapter.

[€eh] (8) (&) A credit union may extend credit that is not a member-businessloan in an

-15-



460
461
462
463
464
465
466
467
468
469
470
471
472
473
474
475
476
477
478
479
480
481
482
483

485
486
487
488
489
490

6th Sub. (Ivory) H.B. 162 02-10-03 10:31 AM

amount that exceeds the limits described in Subsection (7)(b)(i) only if the excess portion is
fully secured by share or deposit savingsin the credit union.

[te)] (b) (i) Except as provided in Subsection [{Afe)] (8)(b)(ii), acredit union may
extend a member-business |oan in an amount that exceeds the limits described in Subsection
() (b)(ii)(B) only if:

(A) that portion that isin excess of the limits described in Subsection (7)(b)(ii)(B) is
secured by share or deposit savings in the credit union; or

(B) the repayment of that portion that isin excess of the limits described in Subsection
(M) (b)(i1)(B) isinsured or guaranteed by, or there is an advance commitment to purchase that
excess portion by, an agency of:

(1) the federal government;

(I astate; or

(1) apolitical subdivision of the state.

(if) Notwithstanding Subsection [{Fe}] (8)(b)(i), a credit union may not extend a
member-business loan if the total amount financed by the credit union exceeds $1,000,000.

[€H)] (c) For amember-business loan that is extended through aloan participation
arrangement in accordance with Subsection 7-9-5(12):

(i) inapplying the limitation of Subsection [£Ate)] (8)(b), each credit union
participating in the member-business loan may extend up to $1,000,000 of the amount
financed; and

(i) the requirement of Subsection (7)(b)(ii)(A) applies to membership in any credit
union that participates in the loan participation arrangement for the member-business |oan.

[€8}] (9) Asprovided in this chapter or in the credit union bylaws, the board of
directors:

(a) within 30 days following the annual meeting of the members, shall appoint a
supervisory committee consisting of not less than three members;

(b) within 30 days after the annual meeting of the members, shall appoint:

(i) acredit committee consisting of not less than three members; or

(if) acredit manager in lieu of acredit committee;

(c) shall appoint a president to serve as general manager;

(d) shall have an executive committee;
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491 (e) may appoint an investment officer;

492 (f) shall elect asecretary;

493 (g may appoint other officers and committees that it considers necessary;

494 (h) shall establish written credit policies, loan security requirements, loan investment,
495  personnel, and collection policies; and

496 (i) on or before January 31 of each year, shall provide for:

497 (i) shareinsurance for the shares and deposits of the credit union from the National

498  Credit Union Administration or successor federal agency; or

499 (if) security expressly pledged for the payment of the shares and deposits in accordance
500 with Section 7-9-45.
501 [€9)] (10) A person may not be a member of more than one committee except as

502  otherwise provided in this chapter or in the credit union bylaws.

503 [€16}] (11) The president and secretary may not be the same person.

504 Section 9. Section 7-9-26 is amended to read:

505 7-9-26. Loansto members-- Investment officers-- | nvestments.

506 (1) [The] Subject to Subsections 7-9-20(7) and (8), capital and surplus of the credit

507  union shall be loaned to the members for the purposes and upon the endorsements or security
508 and the terms as the bylaws provide.

509 (2) Within 30 days after the annual meeting of the members the board of directors may
510 appoint one or more investment officers who shall have responsibilities for the credit union
511 investment portfolio based upon policy established by the board of directors and as provided in
512  thischapter or in the bylaws.

513 (3) The credit union by action of its board of directors may invest its funds as follows:
514 (a) insecurities, obligations, or other instruments of, or issued by, or fully guaranteed
515 asto principal and interest by, the United States of America or any of its agencies, or in any
516 trusts established by investing directly or collectively in these instruments;

517 (b) inobligations of any state of the United States, the District of Columbia, the

518 Commonwealth of Puerto Rico, and the territories organized by Congress, or any of their

519 political subdivisions;

520 (c) in certificates of deposit or accounts issued by afederally insured state or national
521  depository institution;

-17 -
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(d) inloansto, or in shares or deposits of, other federally insured credit unions, central
credit unions, corporate credit unions, or a central liquidity facility established under state or
federal law;

(e) inshares, stocks, loans, or other obligations of any organization, corporation, or
association, if the membership or ownership of the organization, corporation, or association is
primarily confined or restricted to credit unions, and if the purpose for which it isorganized is
to strengthen or advance the development of credit unions or credit union organizations; and

(f) in other investments that are reasonable and prudent.

Section 10. Section 7-9-34 is amended to read:

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

(1) Except as [otherwise] provided in [thisseetton] Subsection (2), a credit [thiens]
union organized under this chapter [er-priortaw-are] is exempt from [taxatton] Title 59
Chapter 7, Corporate Franchise and Income Taxes.

(2) In accordance with Section 59-7-102, a nonexempt credit union is subject to Title

59, Chapter 7, Corporate Franchise and Income Taxes:

(a) beginning on the first day of the month immediately following the day on which the

credit union becomes a nonexempt credit union under Section 7-9-55; and

(b) ending the last day of the month in which the commissioner determinesin

accordance with Section 7-9-55 that the nonexempt credit union is no longer a nonexempt

credit union.

Section 11. Section 7-9-37 is amended to read:

7-9-37. Transfer of members of dissolved, merged, consolidated, transferred, or
acquired credit union.

Members of a dissolved, merged, consolidated, transferred, or acquired credit union
may become members of another existing credit union with arelated [Hmtted] field of
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membership as approved by the commissioner.

Section 12. Section 7-9-39 is amended to read:

7-9-39. Voluntary merger.

(1) Any credit union may merge with another credit union under the existing charter of
the other credit union when all of the following have occurred:

(@) the mgority of the directors of each merging credit union votesin favor of the
merger plan;

(b) the commissioner approves the merger plan;

(c) the mgority of the members of each merging credit union present at a meeting
called for the purpose of considering the merger plan votes to approve the merger plan, but a
vote of the membership of the surviving credit union is not required if its board of directors
determines that the merger will not have any significant effect on the organization,
membership, or financial condition of the credit union; and

(d) (i) the National Credit Union Administration or its successor federal deposit
insurance agency approves the merger plan and commits to insure deposits of the surviving
credit union; or

(if) the commissioner approves the surviving credit union to operate without federal
deposit insurance in accordance with Section 7-9-45.

(2) Upon merger, the chair of the board and secretary of each credit union shall
execute, and file with the department, a certificate of merger setting forth:

(a) thetime and place of the meeting of the board of directors at which the plan was
approved;

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

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

(d) thetime and place of the meeting of the members at which the plan was approved,;

(e) the vote by which the members approved the plan; and

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

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

(i1) alater date specified in the merger plan.

(3) On the effective date of any merger:
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(@) al property, property rights, and interests of the merged credit union shall vest in
the surviving credit union without deed, endorsement, or other instrument of transfer; and
(b) all debts, obligations, and liabilities of the merged credit union are considered to

have been assumed by the surviving credit union.

[(5-fa)] (4) This section shall be interpreted, whenever possible, to permit a credit
union chartered under this chapter to merge with a credit union chartered under any other law if
the preservation of membership interest is concerned.
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Section 13. Section 7-9-46 is amended to read:
7-9-46. Out-of-state credit unions-- Authorization to do businessin state --

Supervision -- Examination.
(1) Asusedin this section "out-of-state credit union” means any credit union whose
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646 home state is not Utah.

647 (2) An out-of-state credit union may maintain a branch in this state only if:

648 (8 maintaining the Utah branch is permissible under applicable law, including

649  Sections 7-1-702 and 7-1-708 in the case of a state chartered credit union; [and]

650 (b) the branch has been authorized by:

651 (i) the department and the chartering authority of the credit union's home state in the
652 caseof astate chartered credit union; or

653 (ii) the National Credit Union Administration or successor agency in the case of a
654 federally chartered credit union[-];_and

655 (c) the branch will not serve a member of the out-of-state credit union who isa

656 member of the credit union based solely on the member residing in a geographic arealocated in
657 wholeor in part in Utah.
658 (3) The commissioner may examine and supervise all out-of-state credit unions with a

659 branchin the state, except federal credit unions, in the same manner as the commissioner
660 examines and supervises credit unionsin this state.

661 Section 14. Section 7-9-51 is amended to read:

662 7-9-51. Field of member ship.

663 (1) [Exceptasprovidedt-Subsection{3),thetimtted] The field of membership of a
664  credit union may include only the following:

665 (@) theimmediate family of a member of the credit union;

666 (b) the employees of the credit union;

667 (c) residents of [asthgtecodnty] one or more counties; [and]

668 (d) one or more associationg[:];_and

669 (e) if approved by the commissioner in accordance with Subsection 7-9-52(5),

670 residentsof:

671 (i) acity of the third class as classified in Section 10-2-301; or

672 (ii) atown asclassified in Section 10-2-301.

673 (2) A credit union may have a [Hmtted] field of membership that is more restrictive
674  than the [Hmited] field of membership described in Subsection (1).

675 [ A—credituntormay-have-atimitedfietd-ef-membershi

676
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eredit-unton:]
Section 15. Section 7-9-52 is amended to read:
7-9-52. Expansion of afield of member ship.

(1) The commissioner 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
[Hmited] field of membership to include:

(a) residentsof [ene] acounty; [of]

(b) an association consisting of 50 or more persong|:];_or

(c) subject to the requirements of Subsection (5), residents of :

(i) acity of thethird class as classified in Section 10-2-301; or

(ii) atown asclassified in Section 10-2-301.

(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) arelocated in the county, if the [Hmited] field of membership is being expanded to
include residents of a county; [ef]

(if) serve or may serve the association described in Subsection (1)(b), if that association
Is being added to the [Hnited] field of membership; [anrd] or

(iii) arelocated in the county in which acity or town described in Subsection (1)(c) is

located, if the field of membership is being expanded to include residents of the city or town;

and
(b) cause a supervisor to examine and submit written findings and recommendations to
the commissioner as to:
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(i) whether the credit union is adequately capitalized;

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

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

(iv) any potential harm the expansion of the [Himited] field of membership may have on
the ingtitutions 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:

(@) 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) findsthat:

(i) the credit union is adequately capitalized,

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

(iv) any potential harm the expansion of the [Himited] 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 acredit union's [timited] field of membership.

[ AtS-sectton-may-hotbethterpretedtopersr

(5) If the commissioner receives areguest to approve an amendment to the bylaws of a

credit union that expands the credit union's field of membership to include residents of acity or
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town described in Subsection (1)(c), before approving the expanded field of membership, in

addition to the requirements of Subsection (2), the commissioner shall:

(2) regquire that a supervisor examine and submit written findings and recommendations

to the commissioner asto:

(i) whether more than one depository institution is located within a reasonable distance

from the city or town described in Subsection (1)(c); and

(ii) whether in light of the demographics of the city or town described in Subsection

(1)(c) there would be a probable beneficial effect on the availability, efficiency, and

profitability of financial servicesin the city or town described in Subsection (1)(c); and

(b) find that:

(i) there exists no more than one depository institution within a reasonabl e distance

from the city or town described in Subsection (1)(c); and

(ii)_in light of the demographics of the city or town described in Subsection (1)(c) there

would be aprobable beneficial effect on the availability, efficiency, and profitability of

financial servicesin the city or town described in Subsection (1)(c).
Section 16. Section 7-9-55 is enacted to read:
7-9-55. Nonexempt credit unions.

(1) For purposes of this section, "related credit unions' means two or more credit

(a) that:
(i) each have amain officein this state; and
(ii) are established in whole or in part with assets from a credit union that as of May 5,
2003, has afield of membership that includes all residents of two or more counties; and
b) if:
(i) the names of the two or more credit unions include one or more similar words,

except for "credit union"; or

(ii) thetwo or more credit unions hold an ownership interest in an association or

organization described in Subsection 7-9-5(21) except for:

(A) acorporate credit union;

(B) atrade association; or

(C) an association representing credit unions generaly.
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(2) (2) A credit union organized under this chapter is a nonexempt credit union under

this section on the day on which:
(i) if the credit union is not arelated credit union:

(A) the credit union files a quarterly report in accordance with Section 7-1-317 on or

after the date described in Subsection (2)(c), if the quarterly report is the second consecutive
quarterly report that shows that the assets of the credit union equal or exceed $100,000,000;
and

(B) on or after May 5, 2003, the credit union has afield of membership that includes
all residents of two or more counties; or

(ii) therelated credit union files a quarterly report in accordance with Section 7-1-317

on or after the date described in Subsection (2)(c), if the quarterly report is the second
consecutive quarterly report that shows assets that if aggregated with the assets of all related
credit unions equal or exceed $100,000,000.

(b) For purposes of Subsection (1)(a)(ii) or (2)(a)(i)(B) only:

(i) residents of acounty that is added to the field of membership of a credit union asa

result of a supervisory action under Chapter 2 or 19 are not considered to be within the field of

membership of that credit union; and
(ii) residents of acity of the third class or town that are added to the field of
membership of acredit union in accordance with Section 7-9-52 are not considered to be

within the field of membership of that credit union unless al residents of the county in which

that city or town are located are included in the field of membership of the credit union.

(c) (i) In determining whether two consecutive guarterly reports meeting the

reqguirements of Subsection (2)(a) have been filed, a credit union shall include quarterly reports
filed by the credit union in accordance with Section 7-1-317 on or after January 1, 2003.
(ii) If by including in accordance with this Subsection (2)(c) quarterly reports filed on

or after January 1, 2003 the credit union would become a nonexempt credit union under
Subsection (2)(a) on a day before May 5, 2003, that credit union becomes a nonexempt credit
union on May 5, 2003.

(d) (i) Except as provided in Subsection (2)(d)(ii) and beginning with calendar year
2005, for each calendar year the amount of assets required under Subsection (2)(a) for a credit

union to become a nonexempt credit union shall increase or decrease by a percentage equal to

-26-



801
802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828
829
830
831

02-10-03 10:31 AM 6th Sub. (Ivory) H.B. 162

the percentage difference between:

(A) the consumer price index for the preceding calendar year; and

(B) the consumer price index for calendar year 2003.

(i) Notwithstanding Subsection (2)(d)(i). the amount of assets required under
Subsection (2)(a) may not decrease bel ow $100,000,000.

(iii) For purposes of this Subsection (2)(d), the consumer price index shall be
calculated as provided in Sections (1)(f)(4) and (1)(f)(5). Internal Revenue Code.

(iv) On or before January 31 of each year beginning with calendar year 2005, the

commissioner shall notify credit unions organized under this chapter of the amount of assets

required under Subsection (2)(a) as adjusted by the consumer price index in accordance with
this Subsection (2)(d).
(v)_In determining whether a quarterly report shows that a credit union has assets that

equal or exceed the amount required by Subsection (2)(a), the amount required under

Subsection (2)(a) shall be the amount adjusted by the consumer price index in accordance with

this Subsection (2)(d) for the calendar year in which the quarter occurred.

(3) () _If acredit union becomes a nonexempt credit union under this section, the

nonexempt credit union is a nonexempt credit union until the sooner of:

(i) the day on which the nonexempt credit union is no longer a credit union organized

under this chapter; or

(ii) the day on which the commissioner in accordance with Subsection (3)(b) issues an

order finding that the nonexempt credit union is no longer a nonexempt credit union.

(b) The commissioner shall issue an order finding that a nonexempt credit union is no

longer nonexempt if:

(i) _the nonexempt credit union files a request with the commissioner requesting that the

commissioner find that the credit union is no longer a nonexempt credit union; and

(ii) (A) the nonexempt credit union shows that for one fiscal year the assets of the

credit union as shown on the quarterly reports filed in accordance with Section 7-1-317 are at
|east 30% below the amount of assets required under Subsection (2)(a); or
(B) the nonexempt credit union is subject to supervisory action under:

(1) _Chapter 2, Possession of Depository Institution by Commissioner; or

(1) _Chapter 19, Acquisition of Failing Depository Institutions and Holding Companies.
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(c) A credit union that is no longer exempt under this Subsection (3) may become a

nonexempt credit union beginning on the day on which after the order described in Subsection
(3)(b) isissued:
(i) if the commissioner issued the order on the basis of Subsection (3)(b)(i), the credit

union meets the requirements of Subsection (2); or

(i) if the commissioner issued the order on the basis of Subsection (3)(b)(ii), the

commissioner notifies the credit union in writing that the credit union is no longer subject to

the supervisory action described in Subsection (3)(b)(ii)(B).

Section 17. Section 59-7-101 is amended to read:

59-7-101. Definitions.

Asused in this chapter:

(1) "Adjusted income" means unadjusted income as modified by Sections 59-7-105
and 59-7-106.

(2) (a) "Affiliated group” means one or more chains of corporations that are connected

through stock ownership with a common parent corporation that meet the following
requirements:

(i) atleast 80% of the stock of each of the corporations in the group, excluding the
common parent corporation, is owned by one or more of the other corporations in the group;
and

(if) the common parent directly owns at least 80% of the stock of at least one of the
corporations in the group.

(b) "Affiliated group" does not include corporations that are qualified to do business
but are not otherwise doing business in this state.

(c) For purposes of this Subsection (2), "stock™ does not include nonvoting stock which
islimited and preferred as to dividends.

(3) "Apportionable income" means adjusted income |ess nonbusiness income net of
related expenses, to the extent included in adjusted income.

(4) "Apportioned income" means apportionable income multiplied by the
apportionment fraction as determined in Section 59-7-311.

(5) "Businessincome" meansincome as defined in Section 59-7-302.

(6) "Corporate return” or "return” includes a combined report.
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(7) (&8 "Common ownership" means the direct or indirect control or ownership of more
than 50% of the outstanding voting stock of:

(i) aparent-subsidiary controlled group as defined in Section 1563, Internal Revenue
Code, except that 50% shall be substituted for 80%;

(if) abrother-sister controlled group as defined in Section 1563, Internal Revenue
Code, except that 50% shall be substituted for 80%; or

(iii) three or more corporations each of which isamember of a group of corporations
described in Subsection (2)(a)(i) or (2)(a)(ii), and one of which is:

(A) acommon parent corporation included in a group of corporations described in
Subsection (2)(a)(i); and

(B) included in agroup of corporations described in Subsection (2)(a)(ii).

(b) Ownership of outstanding voting stock shall be determined by Section 1563,
Internal Revenue Code.

(8) "Corporation” includes:

(a) entities defined as corporations under Sections 7701(a) and 7704, Internal Revenue
Code; and

(b) other organizations that are taxed as corporations for federal income tax purposes
under the Internal Revenue Code.

(9) "Dividend" means any distribution, including money or other type of property,
made by a corporation to its shareholders out of its earnings or profits accumulated after
December 31, 1930.

(10) (&) "Doing business" includes any transaction in the course of its business by a
domestic corporation, or by aforeign corporation qualified to do or doing intrastate businessin
this state.

(b) Except as provided in Subsection 59-7-102(2), "doing business"’ includes:

(i) theright to do business through incorporation or qualification;

(if) the owning, renting, or leasing of real or personal property within this state; and

(iii) the participation in joint ventures, working and operating agreements, the
performance of which takes place in this state.

(11) "Domestic corporation” means a corporation that isincorporated or organized
under the laws of this state.
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(12) (a) "Farmers cooperative' means an association, corporation, or other
organization that is:

(i) (A) an association, corporation, or other organization of:

(1) farmers; or

(1) fruit growers; or

(B) an association, corporation, or other organization that is similar to an association,
corporation, or organization described in Subsection (12)(a)(i)(A); and

(if) organized and operated on a cooperative basis to:

(A) (1) market the products of members of the cooperative or the products of other
producers; and

(1) return to the members of the cooperative or other producers the proceeds of sales
less necessary marketing expenses on the basis of the quantity of the products of a member or
producer or the value of the products of a member or producer; or

(B) (I) purchase supplies and equipment for the use of members of the cooperative or
other persons; and

(I turn over the supplies and equipment described in Subsection (12)(a)(ii)(B)(I) at
actual costs plus necessary expenses to the members of the cooperative or other persons.

(b) (i) Subject to Subsection (12)(b)(ii), for purposes of this Subsection (12), the
commission by rule, made in accordance with Title 63, Chapter 46a, Utah Administrative
Rulemaking Act, shall define:

(A) theterms:

() "member"; and

(1) "producer"; and

(B) what constitutes an association, corporation, or other organization that is similar to
an association, corporation, or organization described in Subsection (12)(a)(i)(A).

(if) The rules made under this Subsection (12)(b) shall be consistent with the filing
requirements under federal law for afarmers cooperative.

(13) "Foreign corporation” means a corporation that is not incorporated or organized
under the laws of this state.

(14) (a) "Foreign operating company" means a corporation that:

(i) isincorporated in the United States, and
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(if) 80% or more of whose business activity, as determined under Section 59-7-401, is
conducted outside the United States.

(b) "Foreign operating company" does not include a corporation that qualifies for the
Puerto Rico and Possession Tax Credit as provided in Section 936, Internal Revenue Code.

(15) "Foreign sales corporation” means a corporation as defined in Section 922,
Internal Revenue Code.

(16) "Income" includes losses.

(17) "Interna Revenue Code" means Title 26 of the United States Code as effective
during the year in which Utah taxable income is determined.

(18) "Nonbusiness income" means income as defined in Section 59-7-302.

(19) "Nonresident shareholder" means any shareholder of an S corporation who on the
last day of the taxable year of the S corporation, is.

(@ anindividual not domiciled in Utah; or

(b) anonresident trust or nonresident estate, as defined in Section 59-10-103.

(20) "Related expenses' means.

(a) expenses directly attributable to nonbusiness income; and

(b) the portion of interest or other expense indirectly attributable to both nonbusiness
and business income which bears the same ratio to the aggregate amount of such interest or
other expense, determined without regard to this Subsection (20), as the average amount of the
asset producing the nonbusiness income bears to the average amount of all assets of the
taxpayer within the taxable year.

(21) "Resident shareholder" means any shareholder of an S corporation who is not a
nonresident shareholder.

(22) "S corporation™ means a small business corporation as defined in Section 1361,
Internal Revenue Code.

(23) "Safe harbor lease” means a lease that qualified as a safe harbor lease under
Section 168, Internal Revenue Code.

(24) "State of the United States" includes any of the 50 states or the District of
Columbiaand "United States" includes the 50 states and the District of Columbia.

(25) (a) "Taxable year" means the calendar year or the fiscal year ending during such
calendar year upon the basis of which the adjusted income is computed.
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(b) Inthe case of areturn made for afractiona part of ayear under this chapter or
under rules prescribed by the commission, "taxable year" includes the period for which such
return is made.

(26) "Taxpayer" means any corporation subject to the tax imposed by this chapter.

(27) "Threshold level of business activity" means business activity in the United States
equal to or greater than 20% of the corporation's total business activity as determined under
Section 59-7-401.

(28) Except as provided in Section 59-7-102, "unadjusted income" means federal
taxable income as determined on a separate return basis before intercompany eliminations as

determined by the Internal Revenue Code, before the net operating loss deduction and special
deductions for dividends received.

(29) (& "Unitary group” means a group of corporations that:

(i) arerelated through common ownership; and

(ii) by apreponderance of the evidence as determined by a court of competent
jurisdiction or the commission, are economically interdependent with one another as
demonstrated by the following factors:

(A) centralized management;

(B) functional integration;

(C) economies of scale.

(b) "Unitary group" does not include S corporations.

(30) "Utah net loss' means the current year Utah taxable income before Utah net loss
deduction, if determined to be less than zero.

(31) "Utah net loss deduction™ means the amount of Utah net losses from other taxable
years that may be carried back or carried forward to the current taxable year in accordance with
Section 59-7-110.

(32) (a) "Utah taxable income" means Utah taxable income before net loss deduction
less Utah net |oss deduction.

(b) "Utah taxable income" includes income from tangible or intangible property located
or having situsin this state, regardless of whether carried on in intrastate, interstate, or foreign
commerce.

(33) "Utah taxable income before net loss deduction” means apportioned income plus

-32-



987
988
989
990
991
992
993
994
995
996
997
998
999
1000
1001
1002
1003
1004
1005
1006
1007
1008
1009
1010
1011
1012
1013
1014
1015
1016
1017

02-10-03 10:31 AM 6th Sub. (Ivory) H.B. 162

nonbusiness income allocable to Utah net of related expenses.

(34) () "Water's edge combined report™ means a report combining the income and
activities of:

(i) al members of aunitary group that are:

(A) corporations organized or incorporated in the United States, including those
corporations qualifying for the Puerto Rico and Possession Tax Credit as provided in Section
936, Internal Revenue Code, in accordance with Subsection (34)(b); and

(B) corporations organized or incorporated outside of the United States meeting the
threshold level of business activity; and

(i) an affiliated group electing to file awater's edge combined report under Subsection
59-7-402(2).

(b) Thereisarebuttable presumption that a corporation which qualifies for the Puerto
Rico and Possession Tax Credit provided in Section 936, Internal Revenue Code, is part of a
unitary group.

(35) "Worldwide combined report” means the combination of the income and activities
of all members of a unitary group irrespective of the country in which the corporations are
incorporated or conduct business activity.

Section 18. Section 59-7-102 is amended to read:

59-7-102. Exemptions.

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

(a) an organization exempt under Section 501, Internal Revenue Code;

(b) an organization exempt under Section 528, Internal Revenue Code;

(c) aninsurance company that is otherwise taxed on the insurance company's premiums
under Chapter 9, Taxation of Admitted Insurers;

(d) abuilding authority as defined in Section 17A-3-902;

(e) afarmers cooperative; or

(f) apublic agency, as defined in Section 11-13-103, with respect to or as aresult of an
ownership interest in:

(i) aproject, asdefined in Section 11-13-103; or

(i1) facilities providing additional project capacity, as defined in Section 11-13-103.

(2) Notwithstanding any other provision in this chapter or Chapter 8, Gross Receipts
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Tax on Certain Corporations Not Required to Pay Corporate Franchise or Income Tax Act, a
person not otherwise subject to the tax imposed by this chapter or Chapter 8 is not subject to
the tax imposed by Sections 59-7-104, 59-7-201, 59-7-701, and 59-8-104, because 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:

(i) located solely at the premises of a printer's facility; and

(if) performing services:

(A) related to:

(1) quality control;

(I1) distribution; or

(1) printing services, and

(B) performed by the printer's facility in this state with which the person has contracted
for printing.

(3) Notwithstanding Subsection (1), an organization, company, authority, farmers
cooperative, or public agency exempt from this chapter under Subsection (1) is subject to Part
8, Unrelated Business Income, to the extent provided in Part 8.

(4) Notwithstanding Subsection (1)(b), to the extent the income of an organization
described in Subsection (1)(b) istaxable for federal tax purposes under Section 528, Internal
Revenue Code, the organization's income is also taxable under this chapter.

(5) (a) Notwithstanding Subsection (1)(a), a nonexempt credit union, as defined in

Section 7-9-3, is not exempt from this chapter:

(i) beginning on the first day of the month immediately following the day on which the

nonexempt credit union becomes a nonexempt credit union under Section 7-9-55; and

(ii) ending the last day of the month in which the commissioner determinesin

accordance with Section 7-9-55 that the nonexempt credit union is no longer a nonexempt

credit union.
(b) Notwithstanding Section 59-7-101, the unadjusted income of a nonexempt credit
union that is subject to this chapter in accordance with Subsection (5)(a) is an amount equal to

the federal taxable income the nonexempt credit union would have if the nonexempt credit

union were subject to afederal income tax in the same manner as a state-chartered bank:
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(i) _determined on a separate return basis before intercompany €iminations as

determined by the Internal Revenue Code; and

(ii) before:
(A) the net operating loss deduction; and

(B) special deductions for dividends received.
Section 19. Repealer.
This act repeals:

Section 7-9-39.5, Supervisory merger.
Section 7-9-53, Grandfathering.
Section 7-9-54, Electing to terminate grandfathering.
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