
NATIONAL CREDIT UNION ADMINISTRATION
Washington, D.C. 20.156

Office of General Counsel

David A. Brewer, Esq.
Saxon, Alt, Dean, Mason, Brewer & Kincannon
4275 Executive Square
Suite 700 La Jolla, CA 92037-1477

Dear Mr. Brewer:

This is in response to your letter of June 22, 1987, concerning a
Federal credit union (FCU) purchasing property to build a branch
office.

It is our understanding that your FCU client wishes to enter into
a partnership with a California corporation to own and develop
real property for the FCU’s planned branch office. The
California corporation and the FCU will each have a 50% interest
in the partnership and the partnership will own the property.

The authority for an FCU to invest in a partnership or
corporation such as the one described in your letter is found in
Section I07(7) (I) of the FCU Act (12 U.S.C. $1757(7) (I)).
Section 107(7) (I) authorizes an FCU to invest its funds: "in the
shares, stocks or obligations of any other organization,
providing services which are associated with the routine
operations of credit unions, up to one per centum of the total
paid in and unimpaired capital and surplus of the credit
union ..... " Section 701.27 of the NCUA Rules and Regulations
(12 C.F.R. 701.27) is the implementing regulation for Section
i07(7) (I). An FCU making an investment pursuant to Section
107(7) (I) must comply with Section 701.27 of the Regulations.
There is no statutory or regulatory provision for the variance
you requested in your letter.

An FCU also has the authority to "purchase, hold and dispose of
property necessary or incidental to its operations" pursuant to
Section 107(4) of FCU Act (12 U.S.C. 1757(4)). Although this
Section does not authorize FCU investments in corporations or
partnerships, an FCU itself could become a co-owner of property
with a corporation and build a branch office. In this instance,
since no investment in a corporation or partnership is involved,
Section 701.27 of the NCUA Rules and Regulations would not be
applicable.



In addition to the requirements noted above, if an FCU obtains
land for a building through either investment in a corporation or
partnership pursuant to Section i07(7) (I) of the FCU Act and
Section 70[.27 o~ the Regulations or directly pursuant to Section
107(4) of the FCU Act, the FCU must be in compliance with NCUA’s
fixed asset regulation (Section 701.36, 12 C.F.R. Section
701.36). A copy of Section 701.36 is enclosed.

I hope that we have been of assistance.
further questions arise.

Please contact us if

Enclosure

HMU:sg

Sincerely,

STEVEN R. BISKER
Assistant General Counsel



budd~ngm amy not sffectthe msrket values of i
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.~701.32 Deleted April 1982

§701.33 Compensmtioaofo(fJcimls.

(a) With the exception of the treasm’er.
director or snemb~r o( a credit committe� or
~upervimory ¢omm~tt~ may r~iv~
t~on for perfom~ng the duties or responsibilities
o( th~ board or <ommit~ po,~t~oa ~ ~bicb
person was ~l~d or mppoin~d.

(b) ~or purposes of tb*m m~t~on, ~m
"compenmmtmn’" mpeci(icmlly mzcludmm
reasonable and proper costa incurr~ oy or
~bmlf of mn oHicimi (whether on m reimburse-
ment Oasis or pm~d directly by th¢ credit union)
in ca~ying out th~ rvmponsibiliti¢s o( the pomi.
tion ~ which the ~rmon was ~l~d or ap-
pian; and ~} rtamooablt health mnd accident
sod r~Im~d types of p¢rmonsl inmurmncs p(o~.
tan supplied @or the ¢~v~ officmls at th~
pease o( the cr~it ~nion: P~u~. That $uch
sura~cs pro~tion shall exclude lif~ insurancs.
shall ~ li~i~ ~ areas of risk. including

t~e offic~ml :m exposed by v~nue o( carTymg out
the dutmm or rtmpo~m~bd£t~em of h~e or her credit

~b~o tb~ mmur~d ~rsoo ~emvem office ~thout
prov~dm& r~midum~ ~oefitm other thmo from peo-
dio~ claims. J soy.

§701.34 I~kted December 19~0.

§701.35 Share, Share Draft, and Share
Certificate Accounts.

. a: Fe,i~_ra, <r*dit an:,)ns n:ay .>fret share, share
irq:t. ~,.i -=are .:.-~,~ca:e ]¢:ounts .n ~ccordance

.:tr. ~,:t.,~n >:7 ~ ,>f :he Act 12 T_’.~.C.
and The boar,i .:,f iirectors may ieciare div:dends
on such acc,.,un:s as prov:ded an See:non 117 of
Act , 12 U.3 C. ’.Trial

,b~ A Federa~ ,redit ’anion ~hai] accurateiy rep-
resent the terms and ,:on0it~ons of its share, share

draft, and share ,:er’.;ficate accounts maH ~dver.
hsmg, disclosures. ,>r aWeements. ~’hether ,~ mr-
ten ,>r oral.

(c) A Federal credit anv>n :s empo,~ered ’.o de-
,erase the :ypes of disclosures, fees or c~arges.
time for credit:nK ,~f.JeO,~ted f’ands, and ~ ~ther

snare drain, or snare <er’,.~cate account. 7o the
extent that state law attempt~ to regulate such
activity, it is not applicable. Nothing herein is in.
tended, however, to allow a Federal credit union
to amend or modify its contract with a member
unilaterally unless it has previously reserved the
right to do so.

(d) For purposes of this Section. "state !aw"
means the constitution, statutes. :eg~lations. and
judicial dec:sans of any state. :he District or" Col-
umbia, the several ter.’..to~:es and possessions of
the Umted States. and :he Commonwealth of
P’ae r’.o

§701.36 FCU Ownership of Fixed
Assets.

(a) APed, ral credit union’s ourA~’sMp in.f’tzed
as,et, shall be limited a~ d~scribed in ~ c~p~.

(b) Definition$--~ Used in ~is ~tion:
(1) Premises includes ~y o~ce, b~nch of-

~ce. subof~ce, se~ice center, paring lot, other
facility, or real estate where the credit union
transacts or ~ll franker business.

(2) Fu~iture. Fixtures. and Equipment
dudes a!l )ffice furnishings, office machi:es. :ore.
pu:er hat!ware ar.d s.:f:xare, a~:,~ma:~
nais. heatmg and eoo’,inK equipment.

{a) Fixed Assets means premises xnd ~u~-
tore, fixtures and eqmpment a~ these :eros ~e
defined above.

(4) Inve~tmen~ in fixed ~set~ mean~:
(i) ~ inve,tment in re~ p~g (im-

proved or ummproved) which ~ MinK u~ or
intended to be u~ed ~ preP,e,;

(iS) any leasehold improvement on prem-
ise~;

{iii) the ag~egate of the le~e payment,
pursuant :o a !ease aweement on Axed

~iv) any :nves:men: :n :he 5onds.,szc.ck. de-
bent’ores, or other obiigat{ons of a p~.nership
co~omtlon holding ~ny fixed ~set~ used ~y the
Federa~ credit on:on a~d any :cans :o such pa~zer-
sh~p or co~ora:;on: or

~v~ any mvestment in fu~iture.
and equipment.

~) Abandoned premises means fo~er Fed-
eral credit union premises ~om the date of reloca-
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tlun to new ,tuarter~. and pr,~pe~y ,~n~n.Hly ac.
quoted for future exp:in.smn ~or which ~uch ~se ~s
no hm~t,r ~.untemptated.

~6~ [mm~,fiate famdy member mean~ a
~pouse. or a child, parent. ~randchdd. ~andpa.
rent. brother ,~r ~l~te~, ,~r the ~p.~u~e ,~I" any ,uch

share ,Jral~s. Jaare certil]cat~s, other sa~n~ and
retained earnings means regular reserve, reserve
for contingencies, supplemental rescues, reserve
�ot lo~ses and undivided earnings.

(c) ln~’es~men~ m Fized ,4s~et~
(1) No Federal credit union ~th $1.~,~

or more in assets, w~thout the p~or approval of
the Adminstration. shall invest in fixed asset~
the ag~ega~e of all such investment~ exceeds 5
percent of ~hares and retained earnings.

~2) A Federal credit umon ~hat] suvm~t ~uch
stacemen~ and repot3 as the NCL’A re~onai
rector may require :n ~,appo~ .,~ any ..nvestment
in fixed ~se~ ~n excess of ~he :im~ ~pec~fied
above.

(3) If the Administration determines that the
proposal ~Ii not adversely affect ~he credit union,
an ag~egate doll~ amount or ~rcentage of
sets ~11 be approv~ for investment in fixed
sets. Once such a limit h~ been approved, and
unless othe~ specified by the re~onal direc-
tor, a Feder~ cr~it union may m~e ~ture ac-
quisitions of ~ed ~set~, provided the ag~egate
of ~1 such ~t~e investments in fixed ~sets does
not exceed ~ additional 1 percent of the shares

~4) Feder~ credit unions shaft submit ~heir
requests co lhe NCUA re~onal office havmg~u~s-
~ict~on over ~he geo~aph~cal area m whach the
credic ’anion’s m~n o~ce is rotated. The re~onal
o~ce shall info~ ¢he requesting credit umon,
~ting, of the da~ the r~ue~t w~ receive.
the credit u~on d~$ not receive notification of
the action ~aken on it~ request ~thin 4S calend~
days of the date the request w~ received by the
regional office, the credit union may proceed ~th
its proposed ~nve~tment in ~xed

~5) ~ederal ~redi~ ~nJon~ "~nth assets of be-
t’~’een St ,~),~ ~nd 12.~)~.’~ it, at have inves~-
men~s ~n ~xed ~et~ ~n exce~ of 5 percent ~ of
the effusive ~a~e of :h~ ~a’,e ~ December 3~,
may honorex:~tm~ ~comm~tment~to~cqu:re
fixed ~et~ ~nthout the Admin~strat~on~ ap-
prove; howe~’er, these Federai credit ~n~ons
noti~ the appropriate NCUA re~onai office of

the exlstence of ~uch comm,tm~nts w~th~n 30 ,Jays~ ’ .
,)f the effective date ~if

,d) Premises

If) When resd property is acquired for future
expansion, at le~t par’t~al atflizat~on should be

~y acqu~re~ for f~ture expansion has been heid
for I ye~, a ~ resolution ~th definitive plans
for uti~tion must ~ syllable for inspection by
an NCUA examiner.

12) A Feder~ credit union sh~l endeavor to
dispose of "abandoned premises" at a p~ce
cient to reimburse the Feder~ credit ~nion for its
investment and cost~ of acquisition.
ments must ~e maint~ned reflecting the ~ederal
credit u~on’s continuing and diligent
dispose of "ab~doned premises." A~er "aban-
doned premises" ~ave ~een on ~e ~*a~ra] credit

puD~icD’ adver~;~ed %r ~a~e. D~spos~uon
occur ~hr~u~ ~uDiic )r ~vate ~ale ’~i~hm ~ years
of abandonment. ’Jniess otherwise appr3ved
writing by ~he Admimstration.

(e~ Prohibited
With the exception of a sho~ term informal

~ease a~eement ~matu~ty !ess ~han one year)
Federal credit ~mon may acqmre or ]ease prem-
ises w~tho~t ~Ee p~or ’~~t~en approval of the
Administration from any of the following:

(1) a director, member of tee credit commit-
tee or s~verv~so~:" committee, o£~c~a] or e~ployee

,2) a co~ora~Zon :.n ’~’hic~ any director,
member of ~e ~red~t committee or superv:sory
committee, o~c~a] or employee, or i~edia~e
family member of ~uch director, member of the
credit committee or super~iso~ committee, offi-
cial or e~ployee, is an officer or director, or
a stock interest of ~0 percent or more;

(3) a pa~nership in which any director,
member of ~e credit committee or supervisor"

CHANGE


