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FCU Authority to Provide Services to Nonmembers
(Your March i, 1989, Letter)

Dear Ms. Thompson:

You have asked that we provide clarification on NCUA’s position
regarding the authority of Federal credit unions ("FCU’s") to
provide services to nonmembers. Some confusion may have been
~enerated on this issue as a result of a press report interpret-
ing a previous opinion of this Office. The press report may have
created the impression that an FCU has the general power to pro-
vide services to nonmembers. This is incorrect.

ANALYS I S

An FCU can only engage in activities that are either expressly
authorized by the FCU Act or are incidental to one of the express
powers pursuant to the incidental powers clause (Section 107(16)
of the FCU Act (12 U.S.C. 1757(16)).

Section 107(16) of the FCU Act allows an FCU:

to exercise such incidental powers as shall be
necessary or requisite to enable it to carry
on effectively the business for which it is
incorporated.

This "incidental powers" authority includes the power to do
what "is convenient or useful in connection with the perfor-
mance of one of the . . . established activities pursuant to
its express powers .... " Arnold Tours v. Camp, 472 F.2d 427



(ist Cir. 1972). It does not provide FCU’s with the general
authority to provide services to nonmembers.

NCUA has authorized FCU’s to provide services to nonmembers only
where the service being provided is a necessary prerequisite to
the FCU’s ability to provide a service to a member pursuant to an
express FCU power. In this limited circumstance, the nonmember
service is authorized pursuant to the incidental powers clause of
the FCU Act. For example, NCUA has determined than an FCU may
cash VISA travelers checks for nonmembers where the VISA
travelers check agreement requires all financial institutions
offering lines of credit through VISA cards to cash VISA
travelers checks. This activity is permitted under the
incidental powers clause on the basis that: (I) it is a necessary
prerequisite for providing expressly-authorized services to a
member -- check cashing for members pursuant to Section 107(12)
of the FCU Act (12 U.S.C. 1757(12)) and the authority to extend
lines of credit to members pursuant to Section 107(5) of the FCU
Act (12 U.S.C. 1757(5)); and (2) it is "convenient or useful" to
an FCU’s express power. There is no general authority to cash
checks for nonmembers.
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Sincerely,

HATTIE M. ULAN
Assistant General Counsel


