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Agency 121

Department of Credit Unions

Articles

121-9. FOREIGN CREDIT UNIONS.
121-10. CREDIT UNION ANNUAL AUDIT REQUIREMENTS.
121-11. MERGER OF CREDIT UNIONS.
121-12. CREDIT UNION BRANCHES.

Article 9.—FOREIGN CREDIT UNIONS

121-9-1. Foreign credit union; require-
ments for approval. (a) Before doing business
in this state, the board of directors of each foreign
credit union shall obtain the approval of the ad-
ministrator of the Kansas department of credit un-
ions.

(b) In order to apply for the administrator’s ap-
proval of a foreign credit union, the board of di-
rectors of the foreign credit union shall meet the
following requirements:

(1) Describe on a form provided by the admin-
istrator how the proposed field of membership
meets the requirements of K.S.A. 17-2205 and
amendments thereto;

(2) provide documentation by which the ad-
ministrator can evaluate the financial safety and
soundness of the credit union, including the
following:

(A) A statement from the credit union regulator
in the state where the foreign credit union is char-
tered or incorporated that the credit union is in
good standing in that state;

(B) a copy of the most current insurance cer-
tificate from the national credit union share in-
surance fund;

(C) a copy of the credit union’s most current
balance sheet, the year-to-date income statement,
and the most recent call report;

(D) a resolution from the foreign credit union’s
board of directors stating that, for loans originat-
ing in Kansas, the foreign credit union will comply
with Kansas statutes and regulations;

(E) a copy of the most recent regulatory ex-
amination, annual supervisory committee audit
report, or equivalent examination or report from
the credit union regulator in the state where the
foreign credit union is chartered or incorporated;
and

(F) a description of the services that the credit
union intends to provide to its members; and

(3) if deemed necessary by the administrator to
determine the credit union’s safety and sound-
ness, undergo an examination by the Kansas de-
partment of credit unions.

(c) For purposes of this regulation, ‘‘doing busi-
ness in this state’’ shall mean that a foreign credit
union intends to establish or has a main office or
a branch office in Kansas. (Authorized by K.S.A.
17-2260; implementing K.S.A. 17-2223a; effective
Dec. 28, 2007; amended May 1, 2009.)

Article 10.—CREDIT UNION ANNUAL
AUDIT REQUIREMENTS

121-10-1. Definitions. For purposes of
this article, the following definitions shall apply:

(a) ‘‘Agreed-upon procedures engagement’’
means an engagement to report on findings based
on specific agreed-upon procedures performed by
an independent certified public accountant. The
nature and extent of the procedures to be per-
formed shall be agreed to and specified in a writ-
ten agreement between the supervisory commit-
tee and the independent certified public
accountant.

(b) ‘‘Audit’’ means a review of a credit union’s
receipts, disbursements, income, assets, and
liabilities.

(c) ‘‘Financial statement audit’’ and ‘‘opinion
audit’’ mean the examination of a credit union’s
financial statements performed by an independ-
ent certified public accountant for the purpose of
expressing an opinion as to whether those finan-
cial statements of the credit union present fairly,
in all material respects, the financial position and
results of operations of the credit union.

(d) ‘‘Independent certified public accountant’’



121-11-1 DEPARTMENT OF CREDIT UNIONS

1416

means a certified public accountant who meets
the following requirements:

(1) Holds a valid permit to practice issued by a
state board of accountancy. The independent cer-
tified public accountant’s firm shall be registered
with the Kansas board of accountancy; and

(2) is independent of the credit union as de-
fined by the code of professional conduct issued
by the American institute of certified public
accountants.

(e) ‘‘Supervisory committee annual audit and
internal control checklist’’ means the audit and list
of a credit union’s work procedures that a credit
union submits to the Kansas department of credit
unions on a form supplied by the department.
(Authorized by and implementing K.S.A. 17-2211;
effective Aug. 1, 2008; amended May 28, 2010.)

Article 11.—MERGER OF CREDIT
UNIONS

121-11-1. Definitions. For purposes of
this article, the following definitions shall apply:

(a) ‘‘Continuing credit union’’ means a credit
union that continues in operation after a merger.

(b) ‘‘Merging credit union’’ means a credit un-
ion that ceases to exist as an operating credit union
at the time of a merger. (Authorized by K.S.A. 17-
2260; implementing K.S.A. 2008 Supp. 17-2228;
effective May 1, 2009.)

121-11-2. Process for merger of credit
unions. (a) Either of the following may merge
into a single credit union:

(1) Any two credit unions formed under the
laws of this state; or

(2) any credit union formed under the laws of
this state and any credit union formed under the
laws of any other state or of the United States of
America that is formed for the same purpose for
which a credit union might be formed under the
laws of this state.

(b) The two affected credit unions shall notify
the administrator in writing of their intent to
merge within 14 days after each credit union’s
board of directors formally agrees in principle to
merge by the execution of a corporate resolution
by each entity’s board of directors.

(c) Upon approval of a proposal for merger by
a majority of each board of directors, the credit
unions shall jointly prepare a plan for the pro-
posed merger, which shall include the following:

(1) The names of the proposed continuing
credit union and the merging credit union;

(2) the terms and conditions of the proposed
merger and the mode of carrying out the merger,
which shall be referred to as the merger agree-
ment and shall be approved by a corporate reso-
lution of each board of directors;

(3) the manner and basis of converting the
membership shares of the merging credit union
into the membership shares of the continuing
credit union;

(4) a statement of any changes in the articles of
incorporation or bylaws of the continuing credit
union effected by the proposed merger, including
any proposed change in the field of membership;

(5) documentation that any proposed change in
the field of membership will meet the statutory
requirements for field of membership specified in
K.S.A. 17-2205, and amendments thereto;

(6) the current financial reports of each credit
union, as follows:

(A) The current financial statements for each
credit union;

(B) the current delinquent loan summaries and
analyses of the adequacy of the allowance for loan
and lease losses account;

(C) consolidated financial statements, including
an assessment of the net worth of each credit un-
ion before the merger and the anticipated net
worth of the proposed continuing credit union;

(D) an analysis of the asset-to-share ratio for the
proposed merging credit union and the proposed
continuing credit union;

(E) an explanation of proposed share adjust-
ments, if any;

(F) an explanation of provisions for reserves,
undivided earnings, or dividends;

(G) provisions with respect to the notification
and payment of creditors; and

(H) an explanation of any changes relative to
any type of insurance provided in conjunction
with member accounts;

(7) disclosure of any financial benefit that is to
be received by the officers, senior management,
and directors but is not available to ordinary
members;

(8) a summary of the products and services pro-
posed to be available to the members of the con-
tinuing credit union that could differ from those
available at the merging credit union, with an ex-
planation of the effects of any changes from the
current products and services provided to the
members of the merging credit union;

(9) a summary of the advantages and disadvan-
tages of the merger; and
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(10) any other information deemed critical to
the merger agreement by both boards of
directors.

(d) An application for approval of the merger
shall be complete when the following information
is submitted to the administrator:

(1) The merger plan as described in subsection
(c);

(2) a copy of the corporate resolution of each
board of directors, formally agreeing in principle
to merge pursuant to subsection (b);

(3) a copy of the corporate resolution of each
board of directors, formally approving the merger
agreement pursuant to subsection (c);

(4) (A) The proposed notice of special meeting
of the members; or

(B) a copy of the ballot form to be sent to the
members if the credit union decides to hold the
vote without a meeting of the members; and

(5) a written explanation of the voting
procedures.

(e) If the proposed continuing credit union is
organized under the laws of another state or of
the United States, an application to merge that is
prescribed by the state or federal supervisory au-
thority of the proposed continuing credit union
may be accepted by the administrator. Additional
information to determine whether to deny or ap-
prove the merger may be required by the
administrator.

(f) Preliminary approval of an application for
merger, conditioned upon meeting specific
requirements, may be granted by the administra-
tor. However, final approval shall not be granted
unless all of the following conditions are met:

(1) The requirements have been met within the
time frame, if any, specified in the preliminary
approval granted by the administrator.

(2) National credit union share insurance fund
approval has been granted by the national credit
union administration for the proposed continuing
credit union.

(3) Verification of continuance of a surety bond
for the proposed continuing credit union has been
provided to the administrator.

(g) An application for merger may be denied by
the administrator if the administrator finds any of
the following:

(1) The financial condition of the proposed
merging credit union before the merger would
substantially impair the financial stability of the
proposed continuing credit union or negatively

impact the financial interests of the members or
creditors of either credit union.

(2) The plan includes a change in the products
or services available to members of the proposed
merging credit union that substantially harms the
financial interests of the members or creditors of
the proposed merging credit union.

(3) The officers, directors, or senior manage-
ment are to receive undue financial benefits not
ordinarily received by similar credit unions and
not available to ordinary members.

(4) The credit unions do not furnish to the ad-
ministrator all information material to the appli-
cation that is requested by the administrator.

(5) The field of membership that would result
from the proposed merger would not meet the
statutory requirements of K.S.A. 17-2205, and
amendments thereto.

(6) The merger would be contrary to law or
regulation.

(h) Upon approval of the plan of merger, the
board of directors of each credit union shall direct,
by resolution, that the plan be submitted to a vote
at a special meeting to be called within 60 days of
the preliminary approval by the administrator. Ad-
vance notice of the meeting shall be given by
sending a letter addressed to each member at the
last known address currently reflected on the
books of the credit union or electronically at the
member’s last known electronic mail address. Ad-
ditionally, the board of directors of each credit
union may post the notice on the credit union’s
bulletin board or web site, or both. This notice
shall be sent no more than 30 days and no less
than 14 days before the meeting at which the
merger will be voted on. The notice shall meet
the following requirements:

(1) Specify the purpose, date, time, and place
of the meeting;

(2) contain a summary of the merger plan and
directions specifying how a member can obtain a
copy of the complete merger plan;

(3) state the reasons for the proposed merger;
(4) provide the name and location, including

the location of each branch, of the proposed con-
tinuing credit union;

(5) inform the members that they have the right
to vote on the merger proposal in person at the
meeting or by written ballot to be received no
later than the date and time announced for the
meeting called for that purpose; and

(6) be accompanied by a ballot for merger pro-



121-12-1 DEPARTMENT OF CREDIT UNIONS

1418

posal and instructions on how to vote by written
ballot by mail.

(i) The approval of a proposal to merge a credit
union into another credit union shall require the
affirmative vote of a majority of the members of
each credit union who participate in the vote to
merge, either by presence at the special meeting
or by participation by written ballot before the
meeting.

(j) With the prior approval of the administrator,
a credit union may accept member votes by an
alternative method that is reasonably calculated to
ensure that each member has an opportunity to
vote on the merger.

(k) The board of directors of the proposed
merging credit union shall appoint or hire an in-
dependent teller or tellers to ensure the accuracy
and integrity of the vote.

(l) Upon approval of the merger plan by the
membership, the secretary of the proposed con-
tinuing credit union shall submit in triplicate the
completed and signed certificate of merger in
compliance with K.S.A. 17-2228, and amend-
ments thereto, along with any necessary amend-
ments to the continuing credit union’s articles of
incorporation and bylaws, to the administrator.
The final approval of the merger shall be for-
warded by the administrator to the national credit
union administration for share insurance approval.
Upon final approval by the national credit union
administration of share insurance for the pro-
posed continuing credit union, a certified copy of
the certificate of merger shall be issued by the
administrator, and approval of any necessary
amendments to the continuing credit union’s ar-

ticles of incorporation and bylaws shall be granted
by the administrator to the continuing credit
union.

(m) Upon receipt of a certified copy of the cer-
tificate of merger issued by the administrator and
the national credit union administration’s ap-
proval, the records of the merging credit union
and the continuing credit union shall be combined
on the effective date of the merger. The board of
directors of the continuing credit union shall cer-
tify the completion of the merger to the admin-
istrator within 30 days after the effective date of
the merger.

(n) Upon receipt by the administrator of the
completion of the merger certification, the follow-
ing shall be performed by the administrator:

(1) Sending a copy of the merger certification
to the national credit union administration;

(2) approving any bylaw amendments; and
(3) canceling the charter of the merging credit

union.
(o) For good cause shown, any time frame or

deadline specified in this regulation may be ex-
tended by the administrator. (Authorized by
K.S.A. 17-2260; implementing K.S.A. 2008 Supp.
17-2228; effective May 1, 2009.)

Article 12.—CREDIT UNION BRANCHES

121-12-1. Definition. For purposes of
K.S.A. 17-2221a (c) (2) and amendments thereto,
‘‘branch’’ shall not include any automated teller
machine, remote service unit, or similar device.
(Authorized by K.S.A. 17-2260 and K.S.A. 2008
Supp. 17-2221a; implementing K.S.A. 2008 Supp.
17-2221a; effective May 1, 2009.)


