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National Cooperative Bank

April 27, 1987

Secretary of State

State Office Building
Corporation Division, Room 180
St. Paul, Minnesota 55155

Dear Sir:

I am writing to you on behalf of the National Consumer
Cooperative Bank ("the bank"), doing business as "National
Cooperative Bank", and NCB Development Corporation. This is a
courtesy filing to advise and notify you that both are federal
corporations which intend to commence or continue to do business
in your state.

Both corporations were created by the United States
Government, with nationwide authority and are mandated to. offer
their respective services throughout the United States, its
territories and possessions and in the Commonwealth of Puerto
Rico. For your convenient review, I have enclosed a certified
copy of the Federal statute which directs the establishment and
chartering of both corporations, the National Consumer
Cooperative Bank Act (the "Bank Act"), as amended. The Bank Act
also appears at Title 12, sections 3001-3051, of the United
States Code.

The National Cooperative Bank provides loans and other
financial services to eligible cooperatives and is itself
structured as a cooperative. The NCB Development Corporation,
formerly named the Consumer Cooperative Development Corporation,
also serves cooperatives by providing loans and other development
assistance.

The Bank Act confers upon the Bank specific authority to
operate throughout the United States, to sue and be sued in any
state of federal court, and to establish branch offices in order
to implement the nationwide public purpose found by the Congress
to exist in the Bank Act and it .also exempts the Bank from state
and local taxation. Since the Bank was created by authority of
the United States Government, it is not a foreign corporation in
your state and has a legal existence in every state in which it
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may do business pursuant to the authority conferred upon the Bank
by the Congress., It is our view, concomitantly, that the NCB
Development Corporation carries the same federally granted
nationwide authority as the Bank. Hence, we believe that both
the Bank and the NCB Development Corporation are exempt from any
state~imposed registration requirements and fees for doing
business as a foreign corporation.

We look forward to the successful continuation of our
cooperative development and financial services activities in your
state. 1If you have any questions, please feel free to contact me
at (202) 745-4733. ’

Sincerely,

Fndos K Fove

Linda R. Lewis
Vice President and
Corporate Secretary
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To all to whom these presents shall come. Gresting:

By virtue of the authority vested in me by the Archivist of the United States, I certify on his behalf,
under the seal ofthe National Archives of the United States, that the attached reproduction(s) is a true and

correct copy of documents in his custody.
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~ Ninetyfifth Congress of the Mnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Thursday, the nineteenth day of January,
) one thousand nine hundred and seventy-eight

An Act

To provide for consumers @ further means of minimizing the impact of inflation
and economic depression by narrowing tlie price spread between costs to the
producer and the consumer of needed goods, services, facilitles, and com-
modities through the development and funding of epecialized credit sources
for, and technical assistance to, self-help, not-for-profit cooperatives, and for
other purposes,

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “National Consumer Cooperative Bank Act”.

STATEMENT OF FINDINGS AND PURPOSE

SEo. 2. The economie and financial structure of this country in com-
bination with the Nation’s natural resources and the productivity of
the American people has produced one of the highest average stand-
ards of living in the world. However, the Nation has been experienc-
ing inflation end unemployment together with an increasing %‘ap
between producers’ prices and consumers’ purchasing power. This has
resulted 1n a growing number of our citizens, especially the elderly,
the poor, and the inner city resident, being unable to share in the fruits
of our Nation’s highly eflicient economic system. The Congress finds
that user-owned cooperatives are a proven method for broadening
ownership and control of the economic organizations, increasing the
number of market participants, na’rrowinﬁ price sg:eads, Taising the
quality of goods and services available to their membership, and build-
ing bridges between producers and consumers, and their members and
patrons, The Congress also finds that consumer and other types of self-
hel;l) cooperatives have been hampered in their formation and growth
by lack of access to adequate cooperative credit facilities and lack of
technical assistance. Therefore, the Congress finds a need for the
establishment of a National Consumer Cooperative Bank which will
make available necessary financial and technical assistancs to coopera-
tive self-help endeavors as a means of strengthening the Nation’s
economy.

TITLE T—NATIONAL CONSUMER COOPERATIVE BANK
CREATION AND CHARTER OF BANK

Sec. 101, There is hereby created and chartered a body corporate,
the National Consumer Cooperative Bank, hereinafter referred to as
the “Bank”, as an instrumentality of the United States, and until
otherwise provided, shall be a mixed ownership Government corpora-
tion. The Bank shall have perpetual existence unless and until its
charter is revoked or modified by Act of Congress. The right to revise,
amend, or modify the charter of the Bank is specifically and exclu-
sively reserved to the Congress. The principal office of the Bank shall
be in Washington, District of Columbia, and, for the purpose of
venue, shall be considered a resident. thereof. It shall make loans and
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offer its services throughout the United States, its territories and
p}(l)si;izssions, and in the Commonwealth of Puerto Rico. The Bank
shali—

(1) encourage the development of new and existing coopera-
tives eligible for its assistance by providing specialized credit and
technical assistance; ] .

(2) maintain broad-based control of the Bank by its voting
stockholders;

(8) encourage broad-based ownership, control, and active par-
ticipation by members in eligible cooperatives;

(4) assist in improving the quality and availability of goods
and services to consumers; and

(5) encourage ownership of its equity securities by cooperatives
and others as provided in section 104, so that the date when all
of the Bank’s class A stock owned by the United States has been
fully redeemed (the “Final Government Equity Redemption
Date”) occurs as early as practicable.

GENERAL CORPORATE POWERS

Skc. 102, The Bank shall have the power to make and service loans,
commitments for credit, guarantees, furnish financially related serv-
ices, technical assistance and the results of research, issue its obliga-
tions within the limitations imposed by section 107 in such amounts,
at such times, and on such terms as the Bank may determine, and to
exercise the other powers and duties prescribed in this Act, and shall
have the power to—

( 1? operate under the direction of its Board of Directors;
(2) adopt, alter, and use a corporate seal, which shall be judi-
cially noted; '

(3{ elect By its Board of Directors a president, one or more
vice presidents, & secretary, a treasurer, and provide for such
other officers, employees, and -agents as may be necessary, and
define their duties in accordance with regulations and standards
adopted by the Board, and require surety bonds or make other
provisions against losses occasioned by acts of employees;

(4) prescribe by its Board of Directors its bylaws not incon-
sistent with law, which shall establish the terms of office and the
procedure for election of elective members; provide in a manner
not inconsistent with this Act for the classes of its stock and the
manner in which its stock shall be issued, transferred, and retired ;
and prescribe the manner in which its officers, employees, and
agents are elected or selected, its property acquired, held and
transferred, its loans, commitments, other financial assistance,
guarantees and appraisals may be made, its general business con-
ducted, and the privilege granted it by law exercised and enjoyed ;

(8) enter into contracts and make sdvance, progress, or other
payments with respect to such contracts, without regard to the
provisions of section 3648 of the Revised Statutes; i

(6) sue and be sued in its corporate name and complain and
defend, in any court of competent jurisdiction, State or Federal;

(1) acquire, hold, lease, mortgage, or dispose of, at public or
private sale, real and personal property and sell or exchange any
securities or obligations, and otherwise exercise all the usual inci-
dents of ownersﬁip of property necessary or convenient to its
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busiriess: Provided, That eny such acquisition or ownership of
real property shall not deprive a State or political subdivision
thereof of its civil or criminal jurisdiction in and over such prop-
erty or impair the civil rights of the inhabitants of such property
under Federal, State, or local laws; .

(8) obtain insurance against loss in connection with property
and other assets;

(9) modify or consent to the modification with respect to the
rate of interest, time of payment of any installment of principal
or interest, security, or any other term of any contract or agree-
ment to which it is a party or has an interest %ursuant to this Act;

(10) utilize and act through any Federal, State, or local public
agency or instrumentality, or private agency or organization,
with the consent of the agency or organization concerned, and
contract with such agency, instrumentality, or organization for
furnishing or receiving technical services and benefits of research,
services, funds or facilities; and make advance, progress, or other
payments with respect to such contracts without regard to section
3648 of the Revised Statutes; ,

(11) within the limitations of section 107, borrow money and
issue notes, bonds and debentures or other obligations individ-
ually or in concert with other financial institutions, agencies
or instrumentalities, of such character and such terms and con-
ditions and at rates of interest as may be determined;

(12) issue certificates of indebtedness to its stockholders or
members and pay interest on funds left with the Bank, and accept
grants or interest free temporary use of funds made available to it;

(13) participate with one or more other financial institutions,
agencies, instrumentalities, or foundations in loans or guarantees
under this Act on terms as may be agreed upon; ,

(14) accept guarantees from other agencies for which loans
made by the Bank may be eligible;

(15) establish one or more branch offices and one or more advi-
sory councils in connection with any such branch offices, as may
from time to time be authorized by the Board of Directors;

(16) buy and sell obligations of, or insured by, the United
States or any agency or instrumentalities thereof, or securities
backed by the full faith and credit of any such agency or instru-
mentality and, after the final Government Equity Redemption
Date, make such other investments as may be authorized by the
Board of Directors;

(17) approve the salary scale of officers and employees of the
Bank, in accordance with regulations and standards adopted by
the Board of Directors, without regard to the provisions of
chapter 51 and subchapter I1T of chapter 53 of such title relating
to classification and General Schedule pay rates, but, except as
otherwise provided in this Act, the General Schedule pay rates
shall be applicable until all class A stock held by the Secretary of
the Treasury has been retired : and

(18) have such other incidental powers as may be necessary
or expedient to carry out its duties under this Act.

The stock or other securities or instruments issued by the Bank shall,
to the same extent as securities which are the direct obligations of the
United States, be “exempt securities” within the meaning of the laws
administered by the Securities and Exchange Commission.
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BOARD OF DIRECTORS

Skc. 103. (a) The Bank shall be governed by a Board of Directors
(hereinafter referred to as the “Board”) which shall consist of thirteen
members. Subject to the provisions of subsection (b) of this section,
all members of the Boaré) shall be appointed by the President, with
the advice and consent of the Senate, for terms of three years or
until their successors have been appointed and qualified, The Presi-
.dent shall appoint sevenn members of the Board from among the
officers of the agencies and departments of the United States Govern-
ment : Provided, That at any one time no more than one member shall
be from any one agency or department. The remaining members shall
be from the general public (and not from the officers or employees
of the United States Government) but shall have extensive experience
in the cooperative field representative of the following classes of
cooperatives; (1) housing, (2) consumer %oods, (3) low-income coop-
eratives, (4) consumer services, and (5) all other eligible cooperatives,
and for these appointments the President shall consider nominees sub-
mitted by national associations of cooperatives. Any member appointed
by the President may be removed at any time with or without cause
by the President. If 2 vacancy occurs on the Board for any reason
other than a resignation pursuant to subsection (b) of this section,
a new member shall be appointed by the President to serve until the
next annual meeting of the Bank, at which time the vacancy shall be
filled for the remainder of the unexpired term by the President or
the holders of class B and c¢lass C stock, as provided in this section 104,

(b) At the first annual meeting occurring after the time when the
amount of paid-in capital of the Bank attributable to the shares of
class B stock and class C stock equals or exceeds $3,000,000, three
members of the Board appointed by the President from the general
public shall resign. Similarly, when the amount of paid-in capital
attributable to the shares of class B and class C stock equals or exceeds
$10,000,000 the terms of the other three members appointed by the
President from the general public shall terminate. An additional mem-
ber of the Board designate(i) by the President (who shall be a member
who had been appointed by the President) shall resign at each of the
annual meetings occurring after the time when the amount of paid-in
capital attributable to the class B and class C stock equals or exceeds
seven-thirteenths and eight-thirteenths of the total amount of paid-in
capital of the Bank. As members of the Board resign in accordance
with the foregoing provisions, the directorships vacated shall be
deemed shareholder directorships and shall be filled by the holders of
class B stock and class C stock in accordance with the provisions of
subsection (c) of this section. Five remaining members of the Board
appointed by the President shall resign on the Final Governunent
Equity Redemption Date. Thereafter, one member of the Board shall
continue to be appointed by the President from among proprietors of
small business concerns, as defined under section 3 of the Small Busi-
ness Act, which are manufacturers or retailers,

(¢) At all elections of Directors by holders of class B stock and
class C stock, nominations shall be made by the classes of eligible
cooperatives specified in subsection (a). Vacant shareholder director-
ships shall be filled, whether by appointment or election, so that at
any time when there are three or more shareholder directors on the
board, there shall be at least one director representing each of the
classes of housing cooperatives, low-income cooperatives, and consumer
goods and services cooperatives. Each nominee for shareholder direc-
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torship of & particular class shall have at least three years experience
as a director or senior officer in the class of cooperatives to be repre-
sented. No one class of cooperatives specified in subsection (a) shall
be represented on the Board by more than three directors.

(d) When all five remaining members of the Board appointed by
the President have resigned pursuant to subsection (b) of this section,
their successors and the successors to shareholder directors shall there-
after be elected pursuant to such rules as the Board may from time to
time prescribe in the bylaws of the Bank. '

(e) No director shall be eligible to be elected for more than two
consecutive full three-year terms, No officer of the Bank shall be
eligible to serve simultaneously as a director on the Board of the
Bank, The Bank shall give adequate advance notice to all voting stock-
holders of nominees and of the procedures for nominating other candi-
dates, Each voting stockholder shall make the information required
in this paragraph available to its members,

(£) The Board shall annually elect from among its members a chair-
man and vice chairman and select a secretary who need not be a mem-
ber. The Board shall establish the policies of the Bank governing its
funding, lending, and other financial and technical assistance, and
shall direct the management of the Bank.

(g) The Board shall meet at least quarterly. Its meeting shall be
open to members or representatives of all eligible cooperatives and
other eligible organizations, as observers only, and to persons or repre-
sentatives of groups who identify their interest in the Bank and who
are invited to attend a meeting, subject to such rules as the Board may
establish for the conduct of such meetings, Those rules shall include
the manner of giving notice of meetings, the procedure for the conduct
of meetings, the manner of submitting topics for the agenda, the allo-
cation of time of presentations, and debate, The chairman, when sus-
tained by the majority of the Board present, may adjourn the open
meeting into an executive session on motion of the chairman, any Board
member, or at the request of any applicant, borrower, officer, or
employee when the matter under discussion involyes an application, a

loan, a personnel action, or other matter which might tend to impinge
on the right of privacy of any person,
() Members of the Board agpointed by the President from among

the officers of the agencies and departments of the United States Gov-
ernment shall not receive any additional compensation by virtue of
their service on the Board. Until the Final Government Equity
Redemption Date, members of the Board appointed by the President
from among the general public or elected by the holders of the class
B and class C stock shall (1) receive compensation at a rate equal to
the daily equivalent of the rate prescribed for grade GS-18 under sec-
tion 5332 of title 5, United States Code, for each day that they are
engaged in the performance of their duties on the Board, and (2) be
allowed travel expenses, including per diem in lieu of subsistence, in
the same manner as persons employed intermittently in the Govern-
ment service are allowed expenses under section 5703(b) of title 5,
United States Code, for each day that they are away from their homes
or regular places of business in the performance of their duties on the
Board.
OAPITALIZATION

Sko. 104. (a) The capital of the Bank shall consist of c&}ait.n.l sub-
scribed by borrowers from the Bank, by cooperatives eligible to
become borrowers, by organizations owned and controlled by such bor-
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“rowers, by foundations, trust or charitable funds, by public bodies, and
by the United States. Beginning with the fiscal year ending September
30, 1979, the United States shall purchase class A stock and for that
fiscal year there are authorized to be appropriated $100,000,000 for
such purposes, and there are authorized to be appropriated for the
next four succeeding fiscal years an amount not to exceed $200,000,000
in the aggregate. Any amounts so authorized but not appropriated or
not utilized to purchase such stock of the Bank in any such fiscal year
is authorized to be appropriated or reappropriated and so used in
subsequent fiscal years.

(b) The capital stock of the Bank shall include class A, class B, and
class C stock and such other classes with such rights, powers, priv-
ileges, and preferences of the separate classes as may be specified,
not inconsistent with law, in the bylaws of the Bank. Class A pre-
ferred stock held by the United States shall be a preferred stock with
first preference with respect to assets and dividends over all other
classes of stock issued by the Bank. So long as any class A. stock is
outstanding, the Bank shall not pay any dividend on any other class
of stock at a rate greater than the statutory dividend payable on the
class A. stock. Class B and class O stock shall be common stock with
voting rights as provided for herein and shall be issued only to eligible
borrowers and organizations controlled by such borrowers or organiza-
tions eligible to borrow, and shall be transferable only on the books
of the Bank and then only to another eligible borrower. No holder of
voting stock of the Bani shall be entitled to more than one vote
regardless of the number of shares of stock of other classes held, except
as provided in subsection (g) of this section.

¢) Class A stock with a par value of $100 per share shall be issued
by the Bank to the Secretary of the Treasury on behalf of the United
States in exchange for capital furnished pursuant to subsection (a)
of this section. The holder of class A stock shall be entitled to dividends
at a rate determined by the Secretary of the Treasury taking into
consideration the average market yield, during the month preceding
the close of each fiscal year, on outstanding marketable obligations of
the United States of comparable maturity: Provided, That until
October 1, 1990, such dividends shall not exceed 25 per centum of
gross revenues for the year less necessary operating expenses, includ-
ing a reserve for possible losses. Such dividends shall be payable
annually into miscellancous receipts of the Treasury and shall be
cumulative. Any such dividend payment may be deferred by the
Board of Directors with the approval of the Secretary of the Treasury,
but any dividend payment so deferred shall bear interest at the same
rate as the rate at which dividends accumulate on the class A stock.
Without the approval of the Secretary of the Treasury, the Bank
shall not pay any dividend or distribution on, or make any redemption
or repurchase of, any other class of stock at any time when the
cumulative dividends on the class A stock shall not have been paid
in fnll (together with any unpaid interest thereon). Upon any liqui-
dation or (%issolution of the Bank, the holder of class A stock shall be
entitled to receive out of the assets of the Bank available for distribu-

tion to its stockholders, prior to any payment to the holders of any
other class of stock of the Bank, an amount not less than the aggregate

par value of all class A stock outstanding, plus all accrued and unpaid
dividends accrued thereon to and incfuding the date of payment
(together with all unpaid interest thereon). The class A. stock shall
be redeemed and retired as soon as practicable consistent with the
purposes of this Act (such redemption to be at a price equal to the
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par value of the class A stock so redeemed plus cumulative dividends
accrued thereon to the date of redemption) : Provided, That begin-
ning on October 1, 1990, there shall be redeemed as a minimum with
respect to each fiscal year a number of shares of class A stock having
an aggregate par value equal to the aggregate consideration received
by the Bank for the issue of its class B and class C stock during that
fiscal year. Each such redemption shall take place not later than ninety
days after the close of each fiscal year. .

(d) Class B stock shall be held only by recipients of loans under
section 105 of this Act, and such borrowers shall be required to own
class B stock in an amount not less than 1 per centum of the face
amount of the loan at the time the loan is made. Such borrowers
may be required by the Bank to own additional class B or class C
stock at the time the loan is made, but not to exceed an amount equal
to 10 per centum of the face amount of the loan, or from time to time,
as the Bank may determine. Such additional stock ownership require-
ments may be on the basis of the face amount of the loan, the out-
standing balances, or on a percentage of interest payable during any
year or any quarter thereof, as the Bank may determine will provide
adequate capital for the operation of the Bank and equitable owner-
ship thereof among borrowers. ‘

&) Class C stock shall be available for gurchase and shall be held
only by borrowers or by organizations eligible to borrow under section
105 of this Act or by organizations controlled by such borrowers, and
shall be entitled to dividends in the manner specified in the bylaws of
the Bank. Such dividends shall be payable only from income, and,
until all class A stock has been retire£ the rate ot such dividends shall
not exceed the rate of the statutory dividend on class A stock.

(f) Nonvoting stock of other classifications and other priorities may
be issued at the discretion of the Board, to other investors, except that
so long as any class A stock is outstanding, the Board shall not
authorize or issue any class of stock, whether voting or nonvoting, that
would rank prior or equal to the class A stock as to dividends or upon
liquidation or dissolution.

(2) (1) The bylaws of the Bank may provide for more than one vote
on the basis of—

(A) the amount of class B stock, class C stock, or both classes
l(l}el& \lvith such limitations as will encourage investments in class

stock;

§B) the amount of atronage of the Bank; and

C) number of members in the cooperative.

(2) Such bylaws shall avoid—

(A) voting control of the Bank from becoming concentrated
with the larger affluent or smaller less affluent organizations;

(B) a disproportionately larger vote in one or more of the
gr(aups of cooperatives referred to in section 103(c) of this Act;
an

(C) the concentration of more than 5 per centum of the total
voting control in any one class B or class C stockholder,

(h) The Bank may accept nonreturnable capital contributions on
which no interest, dividend, or patronage refund shall be payable from.
associations, foundations, or funds or public bodies or agencies at the
discretion of the Board. For the purpose of accepting such contribu-
tions, the Bank will be a governmental unit within the meaning of
section 170(b) (1) (A) (v) of the Internal Revenue Code of 1954,

i) After payment of all operating expenses of the Bank, including
interest on its obligations, and after setting aside appropriate funds
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for reserves for losses, for cumulative dividends on class A stock and
dividends on class C stock and for any redemption of class A stock in
accordance ‘with subsection éc), the Bank shall annually set aside the
remaining earnings of the Bank for patronage refunds in the form
of class BB or C stock or allocated surplus in accordance with the bylaws
of the Bank, Afterten years from the date of issue of any such stock, or
at such earlier time as all the Government-held stock is retired, patron-
agehrefunds may be made in cash, or partly in stock and partly in
cash.
ELIGIBILITY

Sec. 105, (a) For the purpose of all titles of this Act, subject to
the limitations of subsection (d) of this section, an eligible coopera-
tive is an organization chartered or operated on a cooperative, not-
for-profit basis for producing or furnishing goods, sexvices or facilities,
primarily for the benefit of its members or voting stockholders who
are ultimate consumers of such goods, services, or facilities, or a legally
chartered entity entirely owned and controlled by any such organiza-
tion or organizations, if it—

(1) makes such goods, services or facilities directly or indirectly
gvajlable to its members or voting stockholders on a not-for-profit

asis ;

(2) does not pay dividends on voting stock or membership
capital in excess of such percentage per annum as may be approved

_under the bylaws of the Bank; ,

(3) provides that its net savings shall be allocated or dis-
tributed to all members or patrons, in proportion to their patron-
age, or shall be retained for the actual or potential expansion of
its services or the reduction of its charges to the patrons, or for
such other purposes as may be authorized by its membership not
inconsistent with its purposes;

(4) makes membership available on a voluntary basis, without
any social, political, racial, or religious discrimination and with-
out any discrimination on the basis of age, sex, or marital status,
to all persons who can make use of its services and are willing
to accept the responsibilities of membership, subject only to limi-
tations under applicable Federal or State laws or regulations;

(5) in the case of primary cooperative organizations restricts
its voting control to members or voting stockholders on a one
vote per person basis and takes positive steps to insure economic
democracy and maximum participation by members of the coop-
erative including the holding of annual meetings and, in the case
of organizations owned by groups of cooperatives, provides posi-
tive protections to insure economic democracy; and

(6) 1is not a credit union, mutual suvings bank, or mutual sav-
ings and loan association.

(b) No organization shall be ineligible because it produces, markets,
or furnishes goods, services, or facilities on behalf of its members as
primary producers; unless the dollar volume of loans made by the
Bank to such organizations exceeds 10 per centum of the gross assets
of the Bank.

(c) As used in this section, the term “net savings” means, for any
period, the borrower’s gross receipts, less the operating and other
expenses deductible therefrom in accordance with generally accepted
accounting prineiples, including, without limitation, contributions to
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for reserves for losses, for cumulative dividends on class A stock and
dividends on class C stock and for any redemption of class A stock in
accordance with subsection lgC)’ the Bank shall annually set aside the
remaining earnings of the Bank for patronage refunds in the form
of class B or C stock or allocated surplus in accordance with the bylaws
of the Bank, A fter ten years from the date of issue of any such stock, or
at such earlier time as all the Government-held stock is retired, patron-
age1 refunds may be made in cash, or partly in stock and partly in
cash,
ELIGIBILITY

Sec. 105, (a) For the purpose of all titles of this Act, subject to
the limitations of subsection (d) of this section, an eligible coopera-
tive is an organization chartered or operated on a cooperative, not-
for-profit basis for producing or furnishing goods, services or facilities,
primarily for the benefit of its members or voting stockholders who
are ultimate consumers of such goods, services, or facilities, or a legally
chartered entity entirely owned and controlled by any such organiza-
tion or organizations, if it— ,

(1) makes such goods, services or facilities directly orindirectly
gva.ilable to its members or voting stockholders on a not-for-profit

asis;

(2)’ does not pay dividends on voting stock or membership
capital in excess of such percentage per annum as may be approved
under the bylaws of the Bank;

(3) provides that its net savings shall be allocated or dis-
tributed to all members or patrons, in proportion to their patron-
age, or shall be retained for the actual or potential expansion of
its services or the reduction of its charges to the patrons, or for
such other purposes as may be authorized by its membership not
inconsistent with its purposes;

(4) makes membership available on a voluntary basis, without
any social, political, racial, or religious discrimination and with-
out any discrimination on the basis of age, sex, or marital status,
to all persons who can make use of its services and are willing
to accept the responsibilities of membership, subject only to limi-
tations under applicable Federal or State laws or regulations;

(5) in the case of primary cooperative organizations restricts
its voting control to members or voting stockholders on a one
vote per person basis and takes positive steps to insure economic
democracy and maximum participation by members of the coop-
erative including the holding of annual meetings and, in the case
of organizations owned by groups of cooperatives, provides posi-
tive protections to insure economic democracy; and

(6) is not a credit union, mutual savings bank, or mutual sav-
ings and loan association.

(b) No organization shall be ineligible because it produces, markets,
or furnishes goods, services, or faci%ities on behalf of its members as
primary producers, unless the dollar volume of loans made by the
Bank to such organizations exceeds 10 per centum of the gross assets
of the Bank.

(c) As used in this section, the term “net savings” means, for any
period, the borrower’s gross receipts, less the operating and other
expenses deductible therefrom in accordance with generally accepted
accounting principles, including, without limitation, contributions to
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allowable reserves, and after deducting the amounts of any dividends
on its capital stock or other membership capital payable during, or
within forty-five days after, the close of such period.

(d). An eligible cooperative which also has been determined to be
eligible for credit assistance from the Rural Electrification Admin-
istration, the National Rural Utilities Cooperative Finance Corpora-
tion, the Rural Telephone Bank, thie Banks for Cooperatives or other
institutions of the Farm Credit System, or the Farmers Home Admin-
istration may receive the assistance authorized by this Act only (1})‘
if the Bank determines that a request for assistance from any suc
source or sources has been rejected or denied solely because of the
unavailability of funds from such source or sources, or (2) by agree-
ment between the Bank and the agency or agencies involved.

(e) Notwithstanding any other provision of this section, a credit
union serving predominantly low-income members (as defined by the
Administrator of the National Credit Union Administration) may
receive technical assistance under title I1.

ANNUAL MEETING

Skc. 106, The Bank shall hold an annual meeting of its stockholders
which shall be open to the public. At least 30 days’advance notice of
the time and place of the annual meeting shall be given to all stock-
holders. Borrowers from the Bank shall also give notice of the meeting
to their members, who shall be entitled to attend. At such meeting the
Bank shall give a full report of its activities during the year and its
* financial condition and may present proposals for future action and
other matters of general concern to borrowers and organizations eligi-
ble to borrow from the Bank., Members and representatives of bor-
rowers may present motions or resolutions relating to matters within
the scope of this Act and may participate in the discussion thereof and
other matters on the agenda.

BORROWING AUTHORITY

Sec. 107. (a) The Bank is authorized to obtain funds through the
public or private sale of its bonds, debentures, notes, and other evi-
dences of indebtedness. Such obligations shall be issued at such times,
bear interest at such rates, and contain such terms and conditions as
the Board shall determine after consultation with the Secretary of
the Treasury: Provided, however, That the amount of such obliga-
tions which may be outstanding at any one time pursuant to this
section shall not exceed ten times the paid-in capital and surplus of
the Bank.

(b) The Bank is also authorized, but not required, and only so long
as any of its class A stock is'held by the Secretary of the Treasury,
to issue its obligations to the Secretary of the Treasury, in amounts
not to exceed in the aggregate such amounts as are provided in appro-
priations Acts and the Secretary of the Treasury may in his discretion
purchase any such obligations. Each purchase of obligations of the
Bank under this subsection shall be upon such terms and conditions
as to yield a rate of return not less than a rate determined by the
Secretary of the Treasury, taking into consideration the current aver-
age yield on outstanding marketable obligations of the United States
of comparable maturity. The Secretary of the Treasury may sell,
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upon such terms and conditions and at such price or prices as he shall
determine any of the obligations of the Bank acquired by him under
this subsection. :

(¢) The Bank may purchase its own obligations, and may provide
for the sale of any such obligations through a fiscal agent or agents,
by negotiation, offer, bid, syndicate sale, or otherwise, and may deliver
such- obligations by book entry, wire transfer, or such other means
as may be appropriate. ‘

(d). Obligations issued under this section shall not be guaranteed
by the United States and shall not constitute a debt or obligation of
the United States or any agency or instrumentality thereof other than
the Bank.

o LENDING POWERS

Sec. 108. (a) The Bank may make loans and commitments for loans
under this subsection to any organization determined by the Bank to
be eligible under the provisions of section 105 of this Act, and may
purchase or discount obligations of members of such organizations if
the Bank, to the exclusion of all other persons, entities, agencies, or
~ jurisdietions, also determines that the applicant has or will have a
sound organizational and financial structure, income in excess of its
operating costs and assets in excess of its obligations, and a reason-
able expectation of a continuing demand for its production, goods,
commodities, or services, or the use of its facilities, so that the loan
will be fully repayable in accordance with its terms and conditions.
Commencing on October 1, 1983, the Bank shall not make any loan
to a cooperative for the purpose of financing the construction, owner-
ship, acquisition, or improvement of any structure used primarily for
residential purposes if, after giving effect to such loan, the aggregate
amount of all loans outstanding for such purpose would exceed 30 per
centum of the gross assets of the Bank. The Board of Directors shall
use its best efforts to insure that at the end of each fiscal year of the
Bank at least 35 per centum of its outstanding loans are to—

(1) cooperatives at least a majority of the members of which
are low-income persons, and
(2) other cooperatives, if the proceeds of such loans are directly
appled to-finance a facility, activity, or service that the Board
finds will be used predominantly by low-income persons.
The Board shall adopt and publish in the Federal Register rules defin-
ing the term “low-income persons” for purposes of this subsection. The
criteria to be applied and the factors to be considered by the Bank in
making loans, loan commitments, purchases, discounts, and guarantees
shall include an assessment of the impact of the loan on existing small
businesses in the eligible organizations’ business territory. The criteria
and factors shall be stated in rules of the Bank which shall be pub-
lished and made available to applicants and, upon request, to any other
person or organization. :

(b) Loans under this section shall be repayable in not more than
forty years and, except for loans with final due date not longer than
five years from the date of the loan, shall be amortized as to principal
and interest. In setting the terms, rates, and charges, it shall be the
objective of the Bank to provide the type of credit needed by eligible
borrowers, at the lowest reasonable cost on a sound business basis, tak-
ing intp account the cost of money to the Bank, necessary reserve and
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expenses of the Bank, and the technical and other assistance attrib-
utable to loans under this section made available by the Bank, but
so long as the Bank makes loans from the proceeds of the sale of class
A stock, the interest rate shall not be less than the rates generally
prevailing in the area from other sources for loans for similar pur-
poses and maturities, taking into consideration the cost to the borrower
of required purchase of class B stock in the Bank. The loan terms may
provide for Interest rates to vary from time to time during the repay-
ment period of the loan in accordance with the rates being charged by
the Bank for new loans at such times. The proceeds of a loan under
this subsection may be advanced by the borrower to its members or
stockholders under circumstances described in the bylaws or rules
of the Bank.

(c) Subject to section 102(13), the Bank may guarantee all or any
part of the principal and interest of any loan made by any State or
federally chartered lending institution to any borrower if such loan
is to an organization that would be an cligible borrower from the
Bank for a direct loan and is on terms and conditions (including the
rate of interest) which would be permissible terms and conditions for
such a direct loan. The Bank may impose a charge for any such
guarantee. No loan may be guaranteéd by the Bank if the income
therefrom to the lender is excluded from such lender’s gross income
for c{)ur oses of chapter 1 of the Internal Revenue Code of 1954.

(d) Any loan guaranteed under subsection (c¢) shall be assignable
to the extent provided in the contract of guarantee as may be deter-
mined by the Bank, The guarantee shall be uncontestable, except for
fraud or misrepresentation of which the holder had actual knowledge
at the time he acquired the loan, The Bank in lieu of requiring such
lender to service such guaranteed loan until final maturity or liquida-
tion, may purchase the loan for the balance of the principal and
acerued interest thereon without penalty, if it determines that (1) the
liquidation of the loan would result in the insolvency of the borrower
or deprive the borrower of assets essential to its continued operation,
and (2) the loan will be repayable with revision of the loan rates,
terms, or payment periods or other conditions not inconsistent with
loans made by the Bank under subsection (a) of this section, which
revisions the lender or other holder of such guaranteed loan is unwill-
ing to make. ,

(e) Aslong as any of the class A stock of the Bank is held by the
Secretary of the Treasury, the aggregate amount of commitments by
the Bank to make or guarantee loans shall not exceed such amounts
as may be specified in annual appropriation Acts.

TAXATION

Sec. 109. Until the Final Government Equity Redemption Date,
but not thereafter, the Bank, including its franchise, capital, reserves,
surplus, mortgages, or other security holdings and income shall be
exempt from taxation now or hereafter imposed by any State, county,
municipality, or local taxing authority, but any real property held
by the Bank shall be subject to any State, county, municipal; or local
taxatiog to the same extent according to its value as other real property
is taxed.
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QUARTERS AND SPACE

Skc. 110. Until the Final Government Equity Redemption Date,
space for the princiléal office and any branch offices of the Bank shall
be provided by the General Services Administration. Thereafter, the
Bank may lease, construct, or own quarters and provide for the space
requirements of its principal and other offices.

REPORTS TO CONGRESS

Skc. 111, The Board of the Bank shall report annually to the appro-
priate committees of the Congress on the Bank’s capital, operations,
and financial condition and make recommendations for legislation
needed to improve its services.

AUTHORIZATION

Sgc.,112. In addition to appro;l);iations specifically authorized in
this Act, there are authorized to be appropriated $2,000,000 for the
fiscal year ending September 80, 1979, and for each of the two succeed-
ing fiscal years, ending September 30, 1980, and September 30, 1981,
such sums as may be necessary: Provided, That none of these appro-
priated sums shall be used to retire any indebtedness of the Bank
incurred pursuant to section 107 of this Act. Any sums so appropriated
shall remain available until expended.

APPEALS

Skc, 113. (a) If an application for assistance under this Act is denied
in whole or in part, the applicant shall be informed within thirty days
in writing of the reasons for the denial or restriction.

(b) Any applicant for assistance under this Act receiving notice of
denial or restriction of the application may, within thirty days of
receipt of such notice, request the Board of Directors to review the
application and notice of denial.or restriction for a determination of
whether the action of the Bank was correctly within the terms of the
Act, the regulations, and the policy of the Board. The Board shall
consider the request for review at its next meeting and promptly
inform the applicant of its determination and the reasons therefor,

CONFLICT OF INTEREST

Seo. 114. The Board of Directors shall adopt and publish its own
conflict of interest rules which shall be no less stringent in effect than
the Federal Executive conflict of interest rules contained in Executive
Order Numbered 11222 in prohibiting participation or action or
the use of inside information for personal advantage on any matter
involving a corporation, trust, partnership, or cooperative organiza-
tion in which a board member, officer, or employee holds a substantial
financial interest or holds a position as 'boa.rg mexber or senior officer,
the activities of which organization might be relevant to, be competi-
tive with, or be inconsistent with the objectives of any bank created
under this Act. These rules shall require—

(1) each nominee for elected membership on the Board estab-
lished under this Act to make public and file with the election
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official before the date of election a statement of his financial
interest and position, if any, in such organizations; and
(2) each senior executive officer and appointed member of the
Board to file with the appointing officer, before entering that office
a statement of his financial interest and position, if any, in such
organizations, which shall be available for inspection upon
request. .
The provisions of this section shall remain in effect until the Final
Government Equity Redemption Date,

EXAMINATION AND AUDLY

Sec. 115, Until the stock of the Bank held by the United States has
been fully retired, the operations of the Bank shall be examined
annually under the direction of an agency or instrumentality of the
Federal Government desighated by the President, including the Gen-
eral Accounting Office, and reports of such examination shall be for-
warded to the Congress. The President shall, no later than the date,
that 6624 per centum of the class A stock is held by others than the
Secretary of the Treasury, establish an Office of Supervision and
Audit which shall be responsible for audits and examinations of the
Bank, shall assure that the objectives of this title are carried out, and
shall review and comment on the bylaws of the Bank and the general
policies of the Bank and shall make an annual report to the Congress.

TITLE II—-OFFICE OF SELF-HELP DEVELOPMENT AND
TECHNICAL ASSISTANCE

ESTABLISHMENT

Src, 201, (a) There is herebg' established within the Bank an Office
28 Eielf’;;f{elp Development and Technical Assistance (hereinafter the
ce”).

(b) The Office shall have a Director who shall be appointed by
the President, with the advice and consent of the Senate, and who
shall not be & member of the Board. Subject to review by the Board,
the Director shall promulgate and publish in the Federal Register
policies and procedures governing the operation of the Office.

AUTHORIZATION

- Sec. 202. There are hereby authorized to be appropriated to the
Office $10,000,000 for the fiscal year ending September 30, 1979, and
for the next two succeeding fiscal years an aggregate amount not to
exceed $65,000,000, for the purpose of making advances under section
203 of this Act. Any amounts appropriated to the Office shall be
deposited by the Office in a separate account in the Bank (hereinafter
the “Account™), and shall remain available until expended. Repay-
ments of capital investment advances made pursuant to section 203 (a;
and interest supplement advances made pursuant to section 203(b
and payments of interest thereon pursuant to section 203(c) shall also
be deposited in the Account. No other funds of the Bank shall be
transferred into the Account. The Account shall be used by the Office
only as authorized in section 203. :
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CAPITAL INVESTMENTS AND INTEREST SUPPLEMENTS

Sec. 203. (a) The Office may make a capital investment advance out
of the Account to any eligible cooperative, either in conjunction with
or without  loan if the Office determines that—

(1) (A)) the applicant’s initial or supplemental capital require-
ments exceeds its ability to obtain such capital through o loan
under section 108 or from other sources; or

(B) the membership of the applicant is, or will consist, sub-
stantially of low-income  persons, as defined by the Board of
Directors, or the applicant proposes to undertake to provide
specialized goods, services, or facilities to serve their needs; and

(2) the applicant cannot obtain sufficient funds through a loan
under section 108 or otherwise, and the applicant presents a plan
which the Office determines will permit the replacement of a capi-
tal investment advance out of member equities within a period
not to exceed thirty years. '

(b) The Office may make advances out of the Account to pay all or
part of the interest payable to the Bank or any other lender by an
eligible cooperative applicant which the Office determines cannot pay
a market rate of interest because it sells goods or services to, or provides
facilities for the use of, persons of low income: Provided, That such
advances will not exceed an amount equal to 4 per centum of the
principal amount of the indebtedness of such applicant to the Bank
or such other lender for any year in which the net income of the
cooperative is insufficient to meet scheduled interest payments,

(c¢) Capital investment advances made by the Office pursnant to
subsection (a) and interest supplement advances made by the Office
pursuant to subsection (b) shall bear interest at a rate determined
by the Board of Directors of the Bank, and the Board of Directors
may authorize an interest rate applicable to such advances lower than
the rate applicable to loans by the Bank pursuant to section 108.

ORGANIZATIONAL ASSISTANCE

Sec. 204. The Office shall make available information and services
concerning the organization, financing, and management of coopera-
tives to best achicve the objectives of this Act and to best provide the
means through which various types of goods, services, and facilities
can be made available to members and patrons. The Office may enter
into agreements with other agencies of Federal, State, and local
governments, colleges and universities, foundations, or other organiza-
tiong for the development and dissemination of such information, and
services described in this title. The Office may make or accept grants
or transfer of funds for such purposes.

INVESTIGATION AND REVENUES

Sec. 205. The Office may undertake investigations of new types of
services which can more effectively be provided through cooperative
not-for-profit organizations and make surveys of areas where the
increased use of such organizations will contribute to the economic
well-being of the community.
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FINANCIAL ANALYSIS AND MARKET BURVEYXS

Src. 206. The Office may, at the request of any eligible cooperative
provide a financial analysis of the applicant’s capital structure and
needs and its cost of operations, survey the market for the goods or
services the cooperative makes or desires to make available to its
members or patrons or the users of its facilities.

DIRECTOR ANRND MANAGEMENT TRAINING AND ASSISTANCE

See. 207. The Office shall develop and make available, alone or in
concert with other organizations, a program for training directors and
staff of eligible cooperatives to improve their understanding of their
responsibilities; the problems of and solutions for effective and effi-
cient operation of their organizations or of cooperatives in general;
and may by any means it deems appropriate, conduct membership
studies, provide membership education programs, and programs for
informing consumers and the general public of the advantages of
cooperative action. Management supervision, review, and consulta-
tions shall be available from the Office to any eligible cooperative.

GOVERNMENT ASBISTANCE PROGRAMS

Skc. 208. The Office shall work closely with all United States Gov-
ernment agencies offering programs-for which consumer cooperatives
may be eligible to assure that information concerning all such pro-
grams is made available to eligible cooperatives.

AUTHORIZATION

Sec. 209. There are authorized to be appropriated te the Office
$2,000,000 for the fiscal year ending September 30, 1979, and for each
of the two succeeding fiscal years, such sums as may be necessary for
the administration of this title. Any sums so appropriated shall
remain available until expended.

FEES FOR SERVICES

Sec. 210. The Office may make the technical assistance services under
this title available for such fees as it may establish, except that such
services as the Office may determine may be made available without
charge to eligible cooperatives depending on the nature of the services
or on ability to pay. Any fees collected shall be accounted for sep-
arately and be available for expenses of the Office.

TITLE III—-GENERAL PROVISIONS

AMENDMENTS TO BXIBTING LAW

Skc, 301. (a) Section 201 of the Government Corporation Control
Act (31 U.S.C. 856) is amended by redesignating paragraph (6) the
second time it appears therein as paragraph §7 )s bg striking out “and”
immediately before ¥ (.9)1;’ and by inserting ¥, and (10) the National

Consumer Cooperative Bank” immediately before the period at the

end thereof.

b L s
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gb) Section 302 of the Government Corporation Control Act (31
U.S.C, 867) is amended by striking out “or” before “the Federal Land
Banks” and inserting immediately after “the Federal Land Banks,”
the following: “or the National Consumer Cooperative Bank,”.

(c) The second sentence of subsection (d) of section 803 of the Goy-
ernment Corporation Control Act (31 U.S.C. 868(d)) is amended by
inserting “National Consumer Cooperative Bank,” immediately before
“Rural Telephone Bank?”,

Skc. 302, Section 5315 of title 5, United States Code, is amended by
adding at the end thereof the following :

“ 1223 President, National Consumer Cooperative Bank.
“(123) Director, Office of Self-Help Development and Techni-
cal Assistance, National Consumer Cooperative Bank.”. :

%Hﬁ?mw% |

Speaker of the House of Representatives.

et ornan,

/)&t’);ui President of the Senatep o 7Tew pore.

APPROVED

AUG 20 1978
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Begun and held at the City of Washington on Monday, the fifteenth day of January,
one thousand nine hundred and seventy-nine

An Act

To amend the National Consumer Cooperative Bank Act to provide for a small
. business representative on the Bank's Board.

R Y ST

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) section
103(a) of the National Consumer Cooperative Bank Act is amended—

(1) by striking out “thirteen” in the first sentence and inserting
in lieu thereof “fifteen”;

(2) by striking out “seven” in the third sentence and inserting
in lieu thereof “‘eight’’;

(3) by inserting after the third sentence the following: “The
President shall aax-ﬁ)oint one member of the Board from among
proprietors of small business concerns, as defined under section 3
of the Small Business Act, which are manufacturers or retailers,
The member of the Board agpointed in accordance with the
preceding sentence shall not be subject to the resignation and
termination provisions of subsection (b).”’; and

~(4) by striking out “104" in the last sentence.

(b) Section 103(b) is amended—

(1) by striking out the third sentence thereof and inserting in
lieu thereof the following: “Two additional members of the Board
designated by the President (who shall be members who had been
appointed by the President) shall resign at the annual meeting
occurring after the time when the amount of paid-in capital
attributable to the class B and class C stock equals or exceeds
eight-fifteenths of the total amount of paid-in capital of the Bank.,
An additional member of the Board designated by the President
(who shall be a member who had been appointed by the Presi-
dent) shall resign at the annual meeting occurring after the time
when the amount of paid-in capital attributable to the class B
and class C stock equals or exceeds three-fifths of the total
amount of paid-in capital of the Bank.”;
th(z’? by inserting after “Five” in the next to the last sentence “of

e”.
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(c) Section 103(d) of such Act is amended by striking “all” in the
first sentence and inserting after “five” the words “of the”. .

(d) The second sentence of section 103(h) of such Act is amended by
striking out “Until” and inserting in lieu thereof ‘“The member of the
Boalid appointed from among proprietors of small business and,
until”, -

Cfoparar O C

Speaker of the House of Representatives.

Qs Q“"'H. —

APPROVED
DEC16 1979
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RESERVE REQUIREMENTS

Skc. 385. (a) Section 19(b)8)(E) of the Federal Reserve Act (12 U.S.C,
461(b)(8)(E)) is amended by striking out the first two sentences thereof
and inserting in lieu thereof the following: “This subparagraph
applies to-any depository institution that, on August 1, 1978, (i) was
engaged in business as a depository institution in a State outside the
continental limits of the United States, and (ii) was not a member of
the Federal Regerve System at any time on or after such date. Sucha -
depository institution shall not be required to maintain reserves
against its deposits held or maintained at its offices located in a State
outside the continental limits of the United States until the first day
of the sixth calendar year which begins after the effective date of the
Monetary Control Act of 1980.”.

(b) The third sentence of section 19(b}8)(E) of such Act (12 U.S.C.
461(bX8)(E)) is amended by striking out “its deposits” and inserting in
lieu thereof “such deposits”. '

Subtitle C—National Consumer Cooperative Bank Act
“Amendments

SHORT TITLE

Sec. 390. This subtitle may be cited as the “National Consumer
Cooperative Bank Act Amendments of 1981”,

ACCELERATION OF FINAL GOVERNMENT EQUITY REDEMPTION DATE

Skec. 391. (a)(1) The National Consumer Cooperative Bank Act (12
}JEC 3001 et seq.) is amended by inserting after section 115 the
ollowing:

“ACCELERATION OF FINAL GOVERNMENT EQUITY REDEMPTION DATE

“Skc. 116. (a)(1)(A) The Final Government Equity Redemption Date
shall occur on December 31, 1981, or not later than 10 days after the
date of the enactment of the first Act providing for appropriations for
fiscal year 1982 (other than continuing appropriations) for the De-
partment of Housing and Urban Development and Independent
Agencies, whichever occurs later. ,

“(B) Not later than 5 days after the Final Government Equity
Redemption Date, the Secretary of the Treasury shall publish a
notice in the Federal Register indicating the day on which the Final
Government Equity Redemption Date occurred.

“(2)(A) Before the Final Government Equity Redemption Date, the
Secretary of the Treasury shall purchase all class A stock for which
the Conﬁi{ess has appr:lpriated funds. ,

“(B) After the Final Government Equity Redemption Date, the

Becretary of the Treasury shall not purchase any class A stock.
“(3XA) On the Final Government qul{rlty Redemption Date, all class

A stock held by the Secretary of the Treasury on such date shall be
redeemed by the Bank in exchange for class A notes which are issued
by the Bank to the Secretary of the Treasury on behalf of the United
States and which have a total face value equal to the total par value
of the class A stock which is so redeemed, plus any unpaid dividends
on such stock.

-B) Durin%the period beginning on the Final Government Equity
Redemption Date and ending on December 31, 1990, not less than 30
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percent of the revenue derived from the sale of stock by the Bank,
other than the sale of class B stock or class C stock, shall be used,
upon receipt, to retire class A notes.

“(C) After December 81, 1990, the Bank shall maintain a repay-
ment schedule for class A notes which will assure full repayment of
all class A notes not later than December 81, 2020. The requirement
specified in the previous sentence is in addition to the requirement
i?)i?l;ding the redemption of class A notes which is specified in section

c).

“(bX1) The United States shall not be responsible for any obligation
of the Bank which is incurred after the Final Government Equity
Redemption Date.

“(2) As soon as practicable after the date of the enactment of this
section, the Board shall adopt bylaws which will assist in expediting
and coordinating the activities which will occur with respect to the
Final Government Equity Redemption Date.”.

(2) The amendment made by paragraph (1) shall take effect on the
date of the enactment of this Act.

(b)X1) Only for pulxoses of section 107(a) of the National Consumer
Cooperative Bank Act (12 U.S.C. 3017(a)), class A notes shall be

deemed to be paid-in capital of the Bank.
(2) This subsection shall take effect on the day after the Final
Government Equity Redemption Date.

TAX STATUS OF THE BANK

Sec. 392. (a) Section 109 of the National Consumer Cooperative
Bank Act (12 U.S.C, 3019) is amended— '

(1) by striking out “Until the Final Government Equity Re-
demption Date, but not thereafter, the Bank” and inserting in
lieu thereof “(a) The Bank”; and

(2) by adding at the end thereof the following:

“(b) Notwithstanding any other provision of law, for purposes of
subchapter T of the Internal Revenue Code of 1954~

“(1) the Bank shall be treated as a corporation operating on the
%%%perative basis within the meaning of section 1381(a)2) of such

€,
“(2) the term ‘patronage dividend’, as defined in section 1388(a)
of such Code includes, only as such section applies to the Bank,
any patronage refunds in the form of class B or class C stock or
allocated surplus that are distributed or set aside by the Bank
pursuant to section 104(i) of this Act; ,

“(8) the terms ‘written notice of allocation’ and ‘qualified
written notices of allocation’, as defined in sections 1388 (b) and
(c) of such Code, include (to the extent of par value), only as such
sections apply to the Bank, any class B or class C stock distrib-
uted by the Bank pursuant to section 104(i) of this Act and shall
also include any allocated surplus set aside by the Bank pursuant
to section 104(i) of this Act;

“(4) patrons of the Bank shall be deemed to have consented
under section 1388(c)2) of such Code to the inclusion in their
incomes of any qualified written notices of allocation received by
such patrons from the Bank; and

“(5) any amounts required to be included in the incomes of
patrons of the Bank with respect to class B or class C stock or
allocated surplus shall be treated as earnings from business done
by such patrons of the Bank with or for their own patrons.”.

b
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(b) The amendments made by subsection (a) shall take effect on the
day after the Final Government Equity Redemption Date.

BOARD OF DIRECTORS

Skc. 398. (a) Subsections (a), (b), (c), and (d) of section 103 of such Act
(12 U.8.C. 3013) are amended to read as follows:

“(a) The Bank shall be governed by a Board of Directors (herein-
after in this Act referred to as the ‘Board’) which shall consist of 15
‘members. All members shall serve for a term of 3 years, After the
expiration of the term of any member, such member may continue to
serve until his successor has been elected or has been appointed and
qualified. Ang member appointed by the President may be removed
for cause by the President.

“()1) The President shall appoint, by and with the advice and
consent of the Senate—

“(A) one member'who shall be selected from among proprietors
of small business concerns, as defined under section 3 of the
Small Business Act, which are manufacturers or retailers;

“(B) one member who shall be selected from among the officers
of the agencies and departments of the United States; and

‘C) one member who shall be selected from among persons
having extensive experience in the cooperative field representing
low-income cooperatives eligible to borrow from the Bank.

“(2) Twelve members of the Board shall be elected by the holders of
class B stock and class C stock in accordance with the provisions of
subsection (d) and the bylaws of the Bank. ‘

“(c)1) On the day after the Final Government Equity Redemption
Date, all members of the Board of Directors of the Bank who were
appointed by the President shall resign, except that—

“(A) the member who shall have been appointed by the
Prgsident from among proprietors of small business concerns,
an

“(B) one member who shall be designated by the President and
who shall have been appointed by the President from among the
officers and employees of the agencies and departments of the
United States Government, -

may continue to serve until their successors have been appointed and
qualified.

“(2) Any member of the Board of Directors of the Bank who was
elected by the holders of class B or class C stock before the Final
Government Equity Redemption Date shall serve the remainder of
the term for which such member was elected.

“(3) Any member appointed pursuant to subsection (b)(1) shall be
entitled to sit on any committee of the Board, but not more than one
member so appointed may sit on any one committee.

“dX1) All elections of members of the Board by the holders of class
B stock and class C stock shall be conducted in accordance with the
bylaws of the Bank. Such bylaws shall conform to the requirements of
this section. Nominations for such elections shall be made by the
following classes of cooperatives: (A) housing, (B) consumer goods, (C)
low-income cooperatives, (D) consumer services, and (E) all other
eligible cooperatives. ;

“(2)(A) Vacant shareholder directorships shall be filled so that at
any time when there are three or more shareholder directors on the
Board, there shall be at least one director representing each of
the following classes of cooperatives: (i) housing cooperatives, (ii)
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low-income cooperatives, and (iii) consumer goods and services
cooperatives, . . .

‘(B) Each nominee for a shareholder directorship of a particular
class shall have at least three years experience as a director or senior
officer in the class of cooperatives to be represented. ,

“(C) No one class of cooperatives specified in paragraph (1) shall be
represented on the Board by more than three directors.”.

(b) Section 103(h) of such Act (12 U.S.C. 3013(h)) is amended—

(1) in the second sentence thereof, by striking out *, until the
Final Government Equity Redemption Date” and all that follows
through “class B and class C stock” and inserting in lieu thereof
Eg:)?le)(éngmb%r of the Board appointed pursuant to subsection

", an
’

(2) by adding at the end thereof the following: “The members of
the Board who are elected by the holders of class B stock and
class C stock shall be compensated in accordance with the bylaws
of the Bank. All compensation and expenses paid to the members
of the Board of Directors shall be paid by the Bank.”.

(¢) The amendments made by subsections (a) and (b) shall take
le)ff%gt on the day after the Final Government Equity Redemption

ate.

. EXAMINATIONS AND AUDITS; CONFORMING AMENDMENTS

Skc. 394. (a)1) Section 115 of the National Consumer Cooperative
Bank Act (12 U.S.C, 3025) is amended to read as follows:

“EXAMINATION AND AUDIT

“Sec. 115. The Farm Credit Administration and the General
Accounting Office are hereby authorized and directed to examine and
audit the Bank. Reports regarding such examinations and audits
shall be promptly forwarded to both Houses of the Congress. The
Bank shall reimburse the Farm Credit Administration for the costs of
ta.ny g’xamination or audit conducted by the Farm Credit Administra-

ion.”.

(2) The amendment made by paragraggd(l) shall take effect on the
day after the Final Government Equi emption Date.

(b) The second sentence of section 108(a) of such Act (12 U.S.C.
3018(a)) is amended by striking out “October 1, 1983” and inserting in
lieu thereof “October 1, 1985”,

(c)1) The first sentence of section 104(a) of such Act (12 U.S.C,
3014(a)) is amended by inserting “by other public or private inves-
tors,” after “by public bodies,”.

The amendment made by paragraﬁh (1) shall take effect on the
day after the Final Government Equity Redemption Date.

(d)(1) The last sentence of section 102 of such Act (12 U.S.C. 8012) is
amended to read as follows: “In determining whether a public
offering is taking place for the purpose of the Securities Act of 1933,
there shall be excluded from consideration all class B and class C
stock purchases which took &lace prior to the date of the enactment of
iilég ) I,\,Iationa‘l Consumer Cooperative Bank Act Amendments of

(2) The amendment made by paragraph (1) shall take effect on the
day after the Final Government Equity Redemption Date.

é)(l) The first sentence of section 105(a) of such Act (12 U.S.C.

8015(a)) is amended by striki g out “entirely owned” and inserting in
lieu thereof “primarily owned”.
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(2) The amendment made by paragraph (1) shall take effect on the
day after the Final Government Equity Redemption Date.

() Section 105(a)(5) of such Act (12 U.S.C. 8015(a)5)) is amended by
inserting “(except that this requirement shall not apply to any
housing cooperative in existence on March 21, 1980, which did not
lr)ne«;t:”suc:h requirement on such date)” after “one vote per person

asis”,

(g)(1) The second sentence of section 107(a) of such Act (12 US.C.
8017(a)) is amended by striking out “after consultation with the -
Secretary of the Treasury”,

(2) The amendment made by paragraph (1) shall take effect on the
day after the Final Government Equity Redemption Date.

NONPROFIT CORPORATION

Sec. 395. (a) The National Consumer Cooperative Bank Act (12
U.S.C. 3001 et seq.) is amended by inserting after section 210 the
following:

“ESTABLISHMENT OF NONPROFIT CORPORATION

“Sec. 211. (a)X1) Upon the incorporation of the nonprofit corpora-
tion described in subsection (b), the Office of Self-Help Development
and Technical Assistance is hereby abolished. ,

“(2XA) If the nonprofit corporation described in subsection (b)
agrees to accept the liabilities of the Office, the Bank, notwithstand-
ing any other provision of law, shall transfer all assets, liabilities, and
property of the Office to such nonprofit corporation on the day on
which such nonprofit corporation is incorporated.

“(B) Such assets shall include all sums which are appropriated to
the Office by the Congress and all sums which are contained in the
Account established pursuant to section 202. If any such sums are
appropriated after the date on which the transfer described in
subparagraph (A) occurs, the Bank shall promptly transfer such sums
to such nonprofit corporation. , .

“(b)(1) As soon as possible after the date of the enactment of this

section, the Board shall establish a nonprofit cor‘i)iglration under the

laws of the District of Columbia and, notwithstanding the laws of the -
?istrict— of Columbia, name the directors of such nonprofit corpora-
ion.
(2) Notwithstanding the laws of the District of Columbia, the
Board of Directors of such nonprofit corporation shall— ,

‘“(A) select an executive director who shall be responsible for
the administration of such nonprofit corporation;

“(B) set the compensation of such executive director and the
other employees of such nonprofit corporation;

“(C) promulgate and publish the policies of such nonprofit
corporation and make such policies available at all times to
eligible cooperatives; and

(D) perform the functions specified in subparagraphs (A) and
(C) of Earagraph 3).
“(3) Such nonprofit corporation shall only perform—

“(A) the functions which are authorized to be performed
pursuant to sections 203 through 208 and section 210;

“(B) such functions as are necessary to comply with the laws
under which it was incorporated in the District of Columbia; and

“(C) such functions as are necessary to remain qualified as an
organization described in section 501(c)3) of the Internal Reve-
nue Code of 1954,
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“(4) Notwithstanding any other provision of law—

“(A) the Bank may provide administrative or staff support to
such nonprofit corporation; and )

“B) any member of the Board of Directors of the Bank may
serve as a member of the Board of Directors of such nonprofit
corporation.

“(c)(1) Notwithstanding any other provision of law, such nonprofit
corporation shall be deemed to be, and treated as, qualified as an
organization described in section 501(c}(3) of the Internal Revenue
Code of 1954 from the date on which such nonprofit corporation is
established under the laws of the District of Columbia until the date
on which the Internal Revenue Service makes a final determination
on the application which such nonix]';ﬁt corporation will submit to
the Internal Revenue Service seeking status as an organization
qualifying under such section. . ,

*(2) When performed by such noni)roﬁt corporation, the functions
described in subsection (bX8)(A) shall be deemed to be performed for
‘charitable purposes’ within the meaning of section 501(c)3) of the
Internal Revenue Code of 1954.

“(dX1) The Board of Directors of the Bank may make contributions
to the nonprofit corporation in such amounts as the Board of
Directors of the Bank deems appropriate, except that—

“(A) such contributions may be made only out of the Bank’s
earnings, determined in accordance with generally accepted
accounting Ign’inciples; and .

‘“(B) the Bank shall set aside amounts sufficient to satisfy its
obligations to the Secretary of the Treasury for payments of
principal and interest on class A notes and other debt before
making any contributions to such nonprofit corporation.

“(2) During any period in which the nonprofit corporation de-
scribed in subsection (b) is qualified as an organization described in
section 501(cX3) of the Internal Revenue Code of 1954, contributions
made by the Bank pursuant to paragraph (1) shall be treated as
charitable contributions within the meaning of section 170(c)(2) of the
Internal Revenue Code of 1954, and may be deducted notwithstand-
ing the provisions of section 170(bX2) of such Code.

‘3) During any period in which the nonprofit corporation de-
scribed in subsection (b) is qualified as an organization described in
section 501(c)3) of the Internal Revenue Code of 1954, contributions
to such nonprofit corporation by any person shall qualify as charita-
ble contributions, as defined in section 170(c) of such Code, for
purposes of the charitable contribution deduction provided for in
section 170(a) of such Code, and shall also qualify for the deductions
for estate and gift tax purposes provided for in sections 2055 and 2522
of the Internal Revenue Code of 1954,

“(e) Notwithstanding the laws of the District of Columbia, the
Board of Directors of such nonprofit corporation shall adopt and
publish its own conflict of interest rules which shall be no less
stringent in effect than the conflict of interest provisions adopted by
the Board of Directors of the Bank pursuant to section 114.”,

(bX1) The first sentence of section 202 of the National Consumer
Cooperative Bank Act (12 U.S.C. 3042) is amended by striking out
“$10,000,000 for the fiscal year ending September 30, 1979, and for
the next two succeeding fiscal years an aggregate amount not to
exceed $65,000,000, for the purpose of making advances under section
203 of this Act” and by inserting in lieu thereof “for the purpose of
making advances under section 203 of this Act an amount not to
exceed $14,000,000 for fiscal year 1982",
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(2) Section 104(a) of such Act (12 U.S.C. 8014(a)) is amended by
striking out the second and third sentences thereof and inserting in
lieu thereof the following: “There are authorized to be appropriated
not to exceed $47 ;000,000 for fiscal year 1982 for purposes of purchas-
ing class A stock.”. ‘ ,

(8) The amendments made by paragraphs (1) and (2) shall take
effect on October 1, 1981.

CONFORMING AMENDMENTS; DEFINITIONS

Skc. 396. (a) For purposes of this subtitle, the term “Final Govern-
ment Equity Redemption Date” shall have the same meaning given
such term in section 101(5) of the National Consumer Cooperative
Bank Act (12 U.S.C. 3011(5)). . )

(b) The first sentence of section 101 of the National Consumer
Cooperative Bank Act (12 U.S.C. 3011) is amended to read as follows:
“The Congress of the United States hereby creates and charters a
body corporate to be known as the National Consumer Cooperative
Bank (hereinafter in this Act referred to as the ‘Bank’),”.

(cX1) Section 104(b) of such Act (12 U.S.C. 3014(b)) is amended—

(A) in the first sentence, by striking out “class A, class B,” and
inserting in lieu thereof “class B"; and o

(B) by amending the second and third sentences to read as
follows: “/Class A notes which are held by the United States shall
have first preference with respect to assets and interest pay-
ments over all classes of stock issued b%the Bank. So long as any
class A notes are outstanding, the Bank shall not pay any
dividend on any class of stock at a rate greater than the statutory
interest rate 4payza\ble on class A notes.”,

(2) Section 104(c) of such Act (12 U.S.C. 8014(c) is amended—

(A) by striking out the first sentence thereof;
(B) in the second sentence—
(1) by striking out “class A stock” and inserting in lieu
thereof “class A notes”;
(ii) by striking out “dividends” each place it appears

therein and inserting in lieu thereof “interest payments”;

and
(iii) by striking out “: Provided, That” and inserting in lieu
thereof , except that”; ,

(C) in the third sentence, by striking out “dividends” and
inserting in lieu thereof “interest payments’’; —

(D) by amending the fourth sentence to read as follows: “Any
such interest payment may be deferred by the Board of Directors
with the approval of the etary of the Treasury, except that
any interest payment so deferred shall bear interest at a rate
equal to the rate determined pursuant to the first sentence of
this subsection.’; ,

(E) in the fifth sentence, by striking out “any other class of
stock’ and all that follows through the end thereof and insertin
in lieu thereof “‘any class of stock at any time when the deferre
interest payments on class A notes shall not have been paid in
full, together with any unpaid interest on such notes,”;

() in the sixth sentence—

(i) by striking out ‘“class A stock” each place it appears
therein and inserting in lieu thereof “class A notes”:

(ii) by striking out “other’’;

(ii) by striking out “dividends” and inserting in lieu
thereof “interest payments”; and
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(iv) by striking out “par value” and inserting in lieu
thereof “face value”; and
(G) in the seventh sentence— .
(i) by striking out “class A stock” each place it appears
therein and inserting in lieu thereof “class A notes’’;
(ii) by striking out “cumulative dividends” and inserting
in lieu thereof “interest Eavyments”; ) L
(iii) by striking out “: Provided, That” and inserting in lieu
thereof “, except that”; »
(iv%) by staiﬁing out “of shares” after “fiscal year a
number”’; an
() by striking out “par value” each place it appears
therein and ingerting in lieu thereof “face value”.
(3) Section 104(e) of such Act (12 U.S.C. 3014(e)) is amended—
(A) by striking out “class A stock” each place it appears therein
and inserting in lieu thereof “class A notes”’; and
(Bg n:l the éast sggtence lfihergﬁf, b)} stgﬂt:;int% out ;stattutory
divi en " and inserting in lieu thereof “statutory interest pay-
ment”. :
(4) Section 104(f) of such Act (12 U.S.C. 3014() is amended—
) by striking out “class A stock is” and inserting in lieu
thereof “‘class A notes are’’; and
(B) by striking out “class A stock as to dividends” and inserting
in lieu thereof ‘“class A notes as to dividends, interest pay-

ments,”.

(5) Section 104(gX2)XB) of such Act (12 U.S.C. 3014(g)}2XB)) is
amended by striking out “section 103(c)”” and inserting in lieu thereof
“gection 103(d}2)A)."”. .

(6) The second sentence of section 104(h) of such Act (12 U.S.C.
3014(h)) is hereby repealed.

(7) The first sentence of section 104(i) of such Act (12 U.S.C. 3014(i))
isamended—

(A) by striking out “cumulative dividends on clags A stock” and
inserting in lieu thereof “interest payments on class A notes”;

and
(B) by striking out “class A stock in” and inserting in lieu
thereof “class A notesin”,

(d) Section 107 of such Act (12 U.S.C. 3017) is amended—

(1) by striking out subsection (b); and ,
(2) by redesignating subsections (¢) and (d) as subsections (b)
and (c), respectively. :

(e) The second sentence of section 108(b) of such Act (12 U.S.C.
3018(b)) is amended by striking out “, but so long as’” and all that
follows through “class B stock in the Bank”. ‘

(f) The last sentence of section 114 of such Act (12 U.S.C. 3024) is
hereby repealed. )

(g) Section 203 of such Act (12 U.S.C. 3043) is amended by striking
out “out of the Account” each place it appears therein, ,

(h)(1) Section 201 of the Government Corporation Control Act (81
U.S.C. 856) is amended by striking out “(7) the Rural Telephone
Bank” and all that follows through the end thereof and inserting in
lieu thereof “(7) the Rural Telephone Bank, (8) the United States
Railway Association, and (9) the National Credit Union Administra-
tion Central Liquidity Facility.”.

(2) Section 302 of the Government Corporation Control Act (81
U.S.C, 867)is amended—

(A) by inserting “or’”’ after “the Regional Banks for Coopera-
tives,”; and
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B 3B) ’by striking out “or the National Consumer Cooperative
an y

(8) The second sentence of section 303(d) of the Government
Corporation Control Act (31 U.S.C. 868(d)) is amended by striking out
“National Consumer Cooperative Bank,”, )

(4) Section 5315 of title 5, United States Code, is amended by
striking out “Director; Office of Self-Help Development and Techni-
cal Assistance, National Consumer Cooperative Bank.”.

(i) The amendments made IF)‘ylrnsubsections (b) through (h) shall take
%ffect on the day after the Final Government Equity Redemption

ate. :

TITLE IV—THE DISTRICT OF COLUMBIA

LIMITATION ON THE AMOUNT OF FUNDS AUTHORIZED AND EXPENDED
FOR LOANS FOR CAPITAL PROJECTS

Sec. 401. (a) Subsection (c) of section 723 of the District of Columbia
Self-Government and Governmental Reorganization Act (D.C. Code,
sec. 47-241 note) is amended to read as follows:;

“(c) Subject to the limitations contained in section 603(b), there is
authonze(i' to be appropriated to make loans under this section the
sum of $155,000,000 for the fiscal year ending on September 30, 1982,
the sum of $155,000,000 for the fiscal year ending on September 30,
1983, and the sum of $155,000,000 for the fiscal year ending on
September 30, 1984.”.

(b) The amendment made by this section shall take effect on
October 1, 1981,

TITLE V=EDUCATION PROGRAMS

SHORT TITLE

Sec. 501. This title may be cited as the “Omnibus Education
Reconciliation Act of 1981".

Subtitle A—Authorization Savings for Fiscal Years
1982, 1983, and 1984

EFFECT ON OTHER LAWS; GENERAL RESTRICTIONS

Skc. 502. (a) Any provision of law which is not consistent with the
provisions of this subtitie is hereby superseded and shall have only
such force and effect during each of the fiscal years 1982, 1983, and
1984 which is consistent with this subtitle.

(b) Notwithstanding any authorization of appropriations for fiscal
year 1982, 1983, or 1984 contained in any provision of law which is
specified in this subtitle (including any authorization of appropri-
ations contained in section 528 of this title), no funds are authorized
to be appropriated in excess of the limitations imposed upon appro-
priations by the provisions of this subtitle.

(¢) No funds are authorized to be appropriated for the fiscal year
1982, 1983, or 1984 to pay for the expenses of any advisory council
which provides advice to a program for which there are no authoriza-
tions of appropriations made under this subtitle or made by an
amendment made by this subtitle.




