
NATIONAL CREDIT UNION ADMINISTRATION

\Vastaington, D.C. 20456

Office of General Counsel GC/HMU : bhs
SSIC 6010
89-0708

August 25, 1989

Board of Directors
Winslow Santa Fe Credit Union
P.O. Box 1405
Winslow, Arizona 86047

Re : Field of Membership (Your July 5, 1989,
Letter to Becky Baker)

Dear Sirs/Madams:

You asked that the NCUA prohibit the Gallup Santa Fe Federal
Credit Union (Gallup FCU) from expanding its field of
membership (FOM) by opening a branch office in Winslow to
serve employees of railroad lines that run into Winslow.
Gallup FCU does not need permission from NCUA to open a
branch office in Winslow to serve those that are already
within its FOM.

As you may know, the NCUA Board recently adopted IRPS 89-1 --
Chartering and Field of Membership Policy. It has been
longstanding policy that a proposed expansion to an FCU’s
field of membership must be submitted to and approved by theNCUA.° (See IRPS 89-1, Chapter 2,

54 Fed. Reg. 31175-79,
7/27/89, enclosed.) We have contacted NCUA’s Region V Office
in Austin to ascertain Gallup FCU’s current field of
membership. According to Region V, the FOM of Gallup FCU
currently includes employees of Santa Fe Railroad who work on
runs originating in the first district of the New Mexico
division. It is our understanding that these runs go into
Winslow. The Winslow branch of Gallup FCU will serve those
employees. Gallup FCU does not need to submit an expansion
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request to NCUA since employees of Santa Fe Railroad lines
running into Winslow are already included in its FOM.

Do not hesitate to contact us if further questions arise.

Sincerely,

HATTIE M. ULAN
Assistant General Counsel

Enclosure

cc: Regional Director, Region V (Austin)
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,)i’pr*,vdl ,)( ’he Re~.)nal O~re~or
~. ~he ¢r.d~l ~mun ~dl reir.m frum the

,)f S percenl of ummpa~red capHal ~nd
~u~lu,. ~o ~ny one member or ~roup
member~ w~lhout ~he pm~r wnnen approval
,ff the Regional

3. The credit unton ~tl not e~tabh~h or
m~e~t ~n a Credit Umon ~ce O~amzation
(CUSS] w,~hout the pno~nen app~val
~he Regional Director.

4. The ~il umon wdl not enter into any
insurance pro~am, whe~by the ~edil
member finance~ the payment of instance
prenuum~ throu~ loan~ from ~he c~dtt

5. Any ~pecial m~urance plan/p~am.
:hat ,t m~urance olher than u~ual and
no~al ~urety ~ndin8 or casualty er liabdity
or loan protection and life ~avmg~ m~urance
corsage, which ~e ~dit umon offi~alt
intend to under¯ks, wdl be ~ubmitted to the
Regtonal Dir~tor of the National
Umon Admini~aUon for written app~val
prior to ~e o~c:al~ co~lttm8 the
union thereto.

8. The credit union wdI prepa~ and mail to
the district examiner, financiaI and ~a~istical
report~ a~ ~qu~d by the Federal C~it
Union Act and Bylaws, by the ~th of each
month fo~owm8 ~t f~ whi~ ~ ~
prepared.

7. A~ the ~ ~on’t offi~a~ ~
expe~ ~nd ~ ~t ~on
ta~et level~ ef ~w~ and p~fitabfliW.
above te~ ~d cen~tion~ may ~
renegotiat~ by the ~o pa~ie~

Dated thin ~ day of
Natio~l C~t Union A~ni~ali~ ~ard

on behaE of ~e National C~t
Sha~ In--rice Fund

Regional Director
We, the undersigned oficials of the

Federal Credit Union. as
authorized by the board of directs.
acknowledge receip! of and ag~e~ ~o the
attached l~tter of Umter~tandin8
Agreement dated          1988.

This Letter of Under~tandin8 and
Agreement ha~ been vohmtaril¥ entered into
with the Nat~mat Credit Union
Adminia~-~m. We agree to e, om~y wRh all
te~ a~d condlti~m~ ~xl~’e~,d in ~
of Undentandin8 and

Shoed th~ NCUA Board dete~iz~ that
the~e term~ and condition~ have not
complied w~th a~ that tha b~trd of direc~or~
or other of~c..~tl~ have not cenduc~ed
affair~ of th~ credit union in a ~ouad ~1
prudent manner, the NCUA Board may
terminate iz~m’ance coverege oftbe c~dit
union, ff action~ by the official~, ia v~latio~
of d’ds Letter of Undm~aadiag and
Agreement. cause ~e credit union ta
insolvent, the o~cials a~ume :~:h I~-~onal
liability as may result fr~,m their actiom.

The ~ of th~ Lette~ of Undentaedin~
and Agreement shall be for tha periad
least 24 month~ ~rom *he date the credit union
is in~ured. Thin Letter of Under~andi~ and
Agreement may. at the option of ~he Regional
Director. be extended for an additional
months ~t ~ e~l d !~ initial t~rm of Ihie
agre~m~qt.

~-- Federal Credit Um,)n

Chief E.xecut~,,.e OfFicer !l~s~dentl
D,~,e

Chief Finam:~al Officer lTreasurerl
Date

Chief Recording Officer ’~Secreta~.I
Chapter ?.---Change, La F’~d of
Membership

As in the case of NCUA chartenng
policy, the goals for field of membership
e×pans~on are:

A. To uphold the provisions of the
Federal Credit Union Act concerning the
granting of Federal char~ers:

B. To promote credit union safety and
soundness: and

C. To make quality credit union
service available to all eligible groups
who wish to have ~t.

A Federal credit union’s field of
membership is an official statement
which specifically defines who may
become a member ef
is recorded in ~ection ~ of the c~dit
union’s charter.

A~y change to the field of
membership, whether it is an addition.
deletion, or simple update, must be
reflected formally in section S of the
credit union’s charter. Changes to
section 5 are normally initiated by the
o~c~als of the respective Federal credit
union and submitted in writing to the
appropriate NCUA Regional Office for
approval.

The National Credit U~ion
Administration Board has delegated the
authority to the Regional Direcfors to act
on most charter amendment requests.
This delegation enables the Agency to
respond to the maioritF of requests
prompdy. However. c~rtain complex
proposal¯ require specia~ investigation
by the Regional Oirecter~ and may also
require consultation with other Regional
Directors and the Agency’s Camtral
Office. Applicant~ ca’omitting inch
complex proposal¯ will be a~ in
writing of the need foe special review
and the likelihood of extra processing
time.

Reasons for Requesting an Amendment

A Federal credit union’s board of
directors may wish to request a f~eld
membershipatmendment for a variety of
reasons, including, but not timited to:
-~Providin8 credit umi~n access and

service to an addition¯|.
defined group ~ pes~cms who desire
tO be se~’ved l:ly file a~ ~c~
union;                   .,
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,~rth.r l<J w~th~tdnd rraJ ,Jr p~)lentia[

sht,,down ur cutb.~ck, economic
dnwnturnl;

--Mer~er w~th a~o~her credit union:
--Expanding the membership base to

fac:htale an +mpro~emenl n~ +e~lce to
all member+.

F e[H of.\[~mbersfltp .addition
Requests--Types und Cnterm

F..)ur t~pes ot" charters exist
{o¢cupa!ton. assoc!atic~n, community,
and mult!p!e gruup] for pu~oses of
establishing a Feder.~l credit union. Field
of membership expansions are achieved
by adding groups (e~ther occupational,
associational or community) to an
existing credit union.

The definition of common bond for
purposes of field of membership
additions is the same as that found in
the previous chapter concerning Federal
credit uni,li, n chartering. The examples of
groups which do and do not meet the
definition of common bond found in that
chapter apply to field of membership
additions as well. Different criteria
apply to occupational, associational and
multiple group field of membership
additions than apply to community field
of membership expansions. These two
sets of criteria are discussed below.

Special rules apply for credit union
additions to provide service to retiree
and senior citizen groups. Additional
methods of increasing the field of
membership are possible through a
merger or a purchase & assumption. All
of these types of expansions are
discussed briefly below.

Occupational and associational
groups which share the same common
bond as the credit union’s primary
sponsor falrunder the category of
common bond additions. Occupetibnal
and associational groups which have ¯
separate common bond from a Federal
credit union’s primary sponsor (common
bond group] are added under the
provisions of select group field of
membership expansion policy. Select
group and common bond expansions are
treated somewhat differently.
Additions Within the Common Bond

Some field of membership expansion~
for occupational and associational type
Federal credit unions can be
accomplished along traditional common
bond lines. For example, an FCU whose
primary sponsor i~ a particular
corporation may add by a charter
amendment: the employees of that
corporation who work at another
location; employees of the corporation

whu are p,~d from or ,~re super~,:sed
fn)m the headquarters !ocatmn. ~u~.h as
s,Jh,s p~,r~ons or sales .J~ents who w+)rk
at a number of tocahons: empiuy,"es of a
dr,~+~on or malorlty-o~,ned subs~dlary of
the parent corporahon regardless of
location or employees of a reluled
company, such as a company under
contract and possess,ng a strong
dependency relationsh=p-~ the
sponsoring corporation.

The written request for an addition
must be supported by a letter from an
authoritative representative of the
orgamzation to be added. This ]et!er
should indicate:

[1} That the group wants to affiliate
wtth the applicant Federal credit union;

(2) That at present the group does not
have the availability of a credit union;
and

(3} The number of persons currently
employed by the corporate unit.

Whenever possible, this letter should
be submitted on the letterhead
stationery of the respective corporate
entity. Included with the request for
expansion must be a cu~’ent ~mancial
statement for the applicant Federal
credit union.

For associational Federal c~=cLit
unions, expansions along common bond
lines will normally be allowed only at
the lowest econornicaHy feasible
organizational level of the sponsor~g
association. For example, a Federal
credit union servm8 the members of a
local chapter of an association could
apply to serve the members of another
chapter.

The approval or disapproval of a field
of membership amendment request of an
existing FCU adding an association
which crosses NCUA regional
boundaries may be subjecl to special
review, and this may cause some delay
in processing. The Regional Director
whose jurisdiction includes the
applicant credit union w~l notify the
applicant of the special review and will
advise the applicant in writin~ ot’ the
estimated time frame needed to reach a
decision-

Unlike select group additions,
common bond additions do not have
operational area requkemenLs. That is,
an addition within the c.mnmon bond
may be approved even though t~e
applicant FCU does not have an office in
the vicinit~ of the group to be added.

Select Group Additions

A select group of persons seekin~
credit union service from an
occupational associational or multiple
group Federal credit union musl have its
own cormnon bond. The select group~
themselves may be either employee
(occupational} groups or assodational

~rr)ul2s. lhJwcver, a select ~ruup
e~p.msmn purposes c,annol be d~fined
by a common bond ol communHy. T~e
~roup ~ common b~d need not be
s~mdar to the common bond(~l of the
ex~shn8 Federal credit umon. In ad~i~cn
to the ~roup havin8 lt~ own common
bond. the fo/lowin~ five cnleria musl be
satisfied before an addition request will
be approved.

a. ~l affected groups have requested
se~’ice ~rom the applicant ~U.

b. The applicant FCU possesses the
financial resources and management
capability to provide quality credit
amen se~ice to each group. The
applicant credit union’s cu~ent CAM~
ratin8 and financial condition will be
considered under this criterion.

c. The addition request is
economically feasible and advisable.

d. ~e applicant obtains a ~itten
statement from each ~up indicating
whether the ~up is CUShily eligible
for membership or is bei~ ~ed by
any other credit ~ion. ~ ~e ~ups
eligible for membership in snorer ~edit
union, justifi~tion must ~ prodded to
show ~at ~e ~upe no lon~er des~
¯ at eli~bi~ for con~u~ ~. ~e
applicant ~t ~on must pin.de
~itten statement ~m any overlapped
credit ~ion conc~n8 or objec~ to
¯ e overlap.

e. ~e ~oup must ~ ~ ~e
operational aRa of ~e home or a
branch o~ of ~e ~. ~ra~onal
area is defined as an a~a s~8
¯ e home or bran~ o~ ~at ~n
reasonably ~ se~ed by ~e appoint
as dete~ed by N~ ~o~ a
new select ~up alone is not eno~ to
jus~ a pm~sed bnn~ o~ce. it is
pe~ssible to ~clude new ~u~
p~ial justi~on for a
branch o~ ~ ~at o~ ~
~pmve ~t ~on ~ to ~e
e~sH~ field of mem~p. However,
¯ e ~nt field of me=~p
compd~ a si~t ~oo of ~e
total field of mem~p ~ ~
~agy by ~ pm~ ~ o~.
A br~ o~ me~ ~y ~
Fede~l ~t ~ion w~ ~ employ~
a~ep~ pa~ent on ~ ~
¯ sb~ l~. ~ A~ ~
~sh ~b~ ma~ ~ not
quali~ as a bran~ o~ f~
of field of mem~p ~~

~e p~ to add a ~1~ ~up to a
Fede~l ~dit ~on’s fieM ~
mem~p ~ a ~lafive~ =~ph one. A
Fed~l ~t ~on must =ub~t
fo~al ~tten ~quest f~ ~e ex~ion
to ~e app~p~ate R~ ~ of
NCU~ ~e ~uest sho~ ~ si~ by..
¯ e ~t ~on’s p~si~t ~
of ~e ~a~ of ~t~ ~m~n~8
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by ~n ~ulh~r~tat~e r~’pr~’senldh~e
e,~t:h ~eh,cl ~r,~up ~o he .~dded and
¢urr~nl financed[ slalemenl for the
request~n~ ~red~l umon. The letter from
lhe ~elecl ~roup ~hould indicale at least
the

I. The number of employees or
member~ ~n the select group:

2. Whether the ~roup currently has
access to another credit union (if it does,
then the other credit union should be
specifically =dentffied. A letter from ~he
overlapped credit ~umon should be
obtained stating its concu~ence or
objection. If oblections are raised. ~hen
the overlapped credit union is requ=red
to fu~=sh the number of persons from
the select group who are enrolled as
members.}:

3. That the select group is interested
in obtainin~ se~ice from the requesting
credit union and that the ~oup will
support the credit ~ion by such means
as providing access to its employees or
members via payroll deduction, use of
employee or member newsletter, etc.,
and

4. ~e proximity to ~e applicant
c~dit ~ion’s closest o~.

Credit unions using ~e select ~up
ad~tion alternative shoed obtain ~e
supporting letter from ~e ~up on the
select ~oup’s letterhead ~tatione~. ~e
letterhead will enable N~A to
co~ectIy identi~ the proper title of ~e
select ~up and wig pin,de validation
of ~e se[ect ~oup’s location (to e~
that ~e operational a~a ~qui~ment
satisfi~).

It is possible for a Fede~l credit
union to sere the employees or
members of a select ~ who
located outside the opera~ a~a of ~e
credit ~ion as long as ~e ~e]ect ~up
has its headquarte~ (or its "paid ~m")
I~tion wi~ ~e ~t
operating a~a, or a maj~ of
company’= employee~ wo& ~in ~e
c~dit union’s operational
However. special ~ ~ ~ exe~ised
by the R~ional ~to~ ~ conside~
~quests for saint as~a~ona]
expansio~ whe~ ~e
mem~hip i~ ge~phi~gy dis~.
The associational chaHe~ ~li~
crite~a discussed ~ Chapter 1
Chapter 1, IV--Widdy D~d
Associational ChaHe~ ~ll apply in its
enti~ty to select ass~ia~on~
expansion ~quests.
Community ~U F]eM of Mem~hip
Expansion~

Community Fede~l ~t
may expand ~eir fielda of mem~hip
only by ~defini~ ~e ~daH~
their se~ice a~a. ~~ ~aHer

p,,h, y sl~pu’,.~t,’s thal lh~,r,, be re,of,Jr
C[H’II,~c! amon2 persons who bye or w,Drk
~, =~h,n a w,_’il-d,_.l’ined ne~hhurhood.
c~mmun~ty or rural distr~ct =n order ~o
sat~l’y the common bond requirements
of the Feder~l Credit Umon ,Act. The
burden of proof for exlslence of the
common bond is placed upon the
applicant credit umon.

An ex|sting commun~edera] credit
union may submit a request to expand
its area of se~ice by changing the
boundaries wh=ch define ~ts community
field of membersh=p. The enla~ed area
must constitute a geographical area that
could be established as a commumty
credit union under NCUA policy. Also.
an existing occupational, assoczational
or multiple group type Federal credit
union may apply to conve~ to a
community charter. In order to support
case for such an expansion, the
applicant Federal Credit Union must
submit a map or maps showing bulb ~he
existin8 and proposed bo~danes for
the field of membership. ~e most
cu~ent population figures for ~e ~o
areas must be obtained and included in
the package. The so~ of ~e
population refutation must ~
recordedin ~e ~t ~on’= mqu~t.
Evidence in ~e fo~ of $~ey$ or
lettem ~m autho~ta~ve
representatives of prominent
located m ~e a~a to be added must be
~ished to show ~at ~e msident~
the a~a am inte~sted ~ a~liat~g ~th
¯ e applicant c~dit ~ion. ~o~ation
concerning the avai]abgi~ of financial
se~ices to ~e msident~ of ~e new area
must be supplied. ~cially ~Hant
is whaler o~er c~t ~ion ~
cu~e~tly available. ~ pm~nt ~dit
union ~ to ~e residents of ~e new
area is adequate, ~em may be ~o basis
for ~e pro~sed expan~iom

~ additiom de~a~ u~a ~e
si~can~ of ~e ~tea~al mem~m~p
in~a~, ~e Re~on~ ~ may

show how ~e resident= of ~e new

of ~i~ pmpo~ ~ ~ ~
by ~e appE~nt ~t ~om ~e~er
or not a focal bu=~e~ plan ~
~u~& ~e appli~at ~ m~t ~bmit
~t financial =tatemea~ ~ i~
pm~=al.

F~ally. in ~e maio~ of ~

expand the~ areal of ~ and ~
~ses where a ~ave~ioa to =
co~ity chart~ i= pm~ ~
NCUA examiner ~ make aa
evaluation of ~e pm~l. ~e
examiner will pm~ = ~mte
analy~i= of ~e pm~ expansion
independent of ~e ~t
eppli~om Follo~ ~mple~ of

(In s,le evaluation and ReR~on.H of.ric.~
re~ :~:w of {he examiner s r~porl. :he

R"R"~nal D~rector wdl act on lhe
pr,~pusal, provided that the s,ze of
proposed area’s population does not
exceed his delegated authority. [f
applicant credit on,on w,l] be forma}l,,
apprised of the need for ~CUA Board"
consideration.

Addition of Retiree or Semor Cmzen
Associot~ons

Special rules apply for retiree or
semor citizen groups that seek credit
union service. For field of membership
addition purposes, these groups are
v=ewed as unique associational grou~
which do not need to meet all the
requirements for associations discussed
in Chapter 1. It is NCUA l~ard policy to
make FCU service available to as many
senior citizens and retirees as puss=hie
who are in fact interested in obtaining
access to a credit union. Federal ~edit
unions are encouraged to bring
associations of senior citizens or retired
persons within their fields of
membership, and to sponsor and assist
in the formation of such associations
where they do not exist. The policies
recited in Chapter I for associational
groups (requiring that the sponsoring
association be well-established and that
it not be an organization c,"eated solely
as a vehicle to obtain credit union
service] do not apply to retiree or senior
citizen associations. Such groups may be
formed with the primary purpose of
providing eligibility for FCU senrice to
the associations and their members. The
definitions of senior citizen or retiree
are left to each organization. The
operational area criterion does apply to
senior citizen and retiree organizations.

Additions Via Me~e~ and Putr~ose
and A~sumptions

A Federal credit union may obtain the
entire field of membership of
credit union tlu’oush a merger. In
general for mergers wherethe
continuixz~ credit union i~ federalt~
chartered, the field of membership
criteria stipulated in this and the
preceding chapter are applicable.
criteria do not apply in the case d
emergency mergers.

The following di~:’ussion perlalns to a
continuing credit union that i= f~y
chartered. Most toe"gets fall into ~ of
two field~ ,~r’.~tembership cate~ies.
The mergers are feasible either
the two credit unions had common
¯ ponsors (like common bonds} or
located in the =ame operational
[multiple group). Two credit
aervi~ the employees of the same o..
corporation may merge without ~
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C. The pubhc ~nh’rt:st wnuld best be
s,:r~ed by appruwng the merger.

[n an emergency mer~er
~CUA l~ke~ an acl~ve role ~ finding a
su~l~ble merger partner (conhnumg
credit umonl. ~CUA ~m primarily
concerned that lhe continuing credil
umon has lhe financial slrength and
mana~emenl expertise Io absorb ~e
troubled credit umon w~ul adve~ely
affecting ~t~ own financial ~nditio~
stabdity. ~ a ~tipulated ~ndiUon to
emergency me~er, Ibe field o#
membership o~ t~e merging cr~il ~o~
may be ~ansferred intact to ~e
contmu~ credit umon.

Another akernative for acqumng the
f~eld of membership of a ~ading ~edil
union i~ through consolidation ~own a~
purchase and assumplion. A pu~ha~e
and assumption ha~ limited application
because ~e failing cre~t ~ion musl be
placed into involunta~ liquidalion.
However. in ~e few ~tance~ whe~
purchase and assump{ion may ~u~. the
assumi~ Federal credit ~ion may
acquire ~e entre field o~ membe~hip
alo~ wi~ Io~, ~hare~ and
desi~ated assets and Eabili~, ~out
re~ard to ~e]d o~ mem~hip ex~io~
res~ction~ and wi~oul cha~
characler o~ ~e c~dil ~io~ fm
pu~ose~ of ~t~e field o[ mem~hip
e~pa~ion~.

A "spin-ofF’ is. in effect, a partial
mer~er. By a~reement of the parties, a
portion of the field of membership of a
credit union, along with assets,
liabilities, and ~apital, is transferred to a
new or existing credit union. If the spin-
off goes to a new Federal charter, the
requirements of Chapter 1 apply. If it
goes to an existing Federal cha~er, the
requirements of Chapter ~- apply. Prior to
completion. NCUA must approve all
spin-offs in which a Federal credil tmion
is involved.

Over|ap~---See L’~hapter I for
discussion.

Exclusionary Clauges~Se~ Chapter 1
for discussion.

Reviewing Field of Membership
Addition Requests

All field of membership reque.~ will
be reviewed by Regional Office staff in
order to ensure that the requests
co~orm to NCUA policy, are
do~umenteJ and do nol caus~
s~.~,dficantly harmful or m~reasonabl~
overlap with the field- of membership
existing credit unioo~. NCUA
understand~ and appreciates d~e
importance of timely processi~ of well-
~upported addition requests, To te~ixmd
to this desire for l~’ompt h~dli~. ~
Re~onal Ot~c~ ha~ established a ~

of *on workmR days from ,.he date of
receipt ~n the Reg~ondl Office for
complete process,ng of" a rouhne
addmon request. A fully documented
request that fulfills all of ~he cnter|a
discussed in this manual and does not
requtre written or telephone follow.up
will normally be processed w~thin this
lime.

In some cases, an on-site review by
NCUA examiner staff may be requested
by the Regional Director before actinsg
on a proposed addition. Nonstandard
controversial requests, those involving
associational, eommunilT or multiple
charters, or those ~’~m credit unions
wflh serious operational or management
problems, are mo~t likely to fall into this
category, l.n addition, as stated in the
earlier discussion in this chapter under
community charter expansions, the
Regional Director may. at his di.scretion,
after taking into account the significance
of the field of membership expansion
proposed, require the applicant to
submit a business plan.

The condition of the requesting credit
union will be considered in every
instance. The ecom~mic feasibility of
expanding the field of membership of a
credit union with ~rious management
or operational problems must be
carefully considered by regional staff
the safety and soundness of the credit
u~on is to be preserved. In most cases,
~eld of membership addition~ wi/l ordy
be approved for credit tmions which are
operating satisfactorily. 2 a Federal
credit union is having difficulty
p,-oviding good service to its currant
membership, it may have even m~re
difficulty serving
membership. In ~ome cases, expanding
the field of membership of a strug~LLng
credit usdon may do more I~arm than
Sood. A strug~iz~ c~-dit mzion’s

problems. PI~:i~ an ~dditional strain
on these re~ourc~ by in4:z~
field of membership m~y al~o inczetse
the credil union’s prot~ems.

If the requested addition i~ approved
by the Regioa~l Director, the czedit
union w~l be furnished ¯ formal,
updated ~Aion ~ of it~ charter wh~c.h
restate~ ~ entire ~eld of membership,
including the requested addition. After
action by the board of director, the
form should be promptly ~led with the
credit union’~ of~ciaJ charter and
bylaws

If the request is derded by the
Regional Director, tile c~edil union will
be so advised in writing and furnished
specific rea~on~ for the denial Thia
c ,o~..pcmden.ce
ana o(~j ol~o~ ~o~ the credi/m~io~’l
cons’ideation. 11~ leaer ~ also
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Semtce Stotus Reports

Federal credit unions which
frequently add select groups to lheir
ficids of membership should be prepared
to furmsh a written summary of the
results of ~he~r efforts to bring service to
the employees or members of the select
groups. The Regional Offices
request periodically that such FCU’s
submit se~’ice status reports to NCUA
showing, at a minimum, the number of
primary potential members of each
select group added and the number of
persons from each select group who
have actually enrolled as credit union
members. These service status reports
can be enlarged to require information
concerning aggregate share and loan
activity by select group or participation
in other credit union services. In any
event, Federal credit unions using the
select group addition method should
implement an information gatherin8
system early in their addition/
diversification program to track their
progress in br~ngin8 service to the
potential members of their select groups,

This information will help the credit
union to operate efficiently and will give
management the data necessary to make
decisions about marketing strategy, new
promotions, implementation of new
services, etc. The service status reports
will enable NCUA to determine which
Federal credit unions are serving newly-
added groups, as well as any Federal
credit unions that are not serving new
groups. If the NCUA determines that a
Federal credit union is not adequately
serving new groups, the Regional
Director may remove the select group(s}
not being served from Section 5 o£ the
credit union charter.

Chapter ~---Charte~ Converslmm

A charter conversion is a change in
the jurisdictional authority under which
a credit union operates. A credit union’s
charter is the instrument given to the
institution by the government, either
state or Federal, granting to it the
authority to carry out credit union
business in accordance with law.

Federal credit unions receive their
charters from NCUA and are subject to
its supervision, examination, and
regulation: they are incorporated under
Federal law. State-chartered credit
unions are incorporated in a pariicRlar
state, receiving their charter from the

sl,~lP .~ency r,:’~p,~ns,I)J,: fi~r credH
untons and SUbleCt to the slales
~per’,,~sory aulhorHy. If lhe ~lale-
chartered cred~l umon ~ federally
~nsured by NCUA, ~t wdl also fall under
NCUA’~ lunsdic~mn.

A Federal credi~ union’s power and
authonly are principally derived from
the Federal C~edil Uni~ Act and NCUA
Rules and Regulation~ State-charterd
credit unions ara principally 8ove~ed
by state law and regulation.

There are two types of charter
conversions: Federal charter In slale
charzer, and sla~e char~er in Federal
charter. Although common bond is not
an issue from NCUA’s slandpoint in the
case of a Federal to state charier
conversion, the procedures and
relevant to such a conversion have been
included.

I--Conversion of a State Credit Union to
a Federal Credit Union

A. General Requirements
Any state-chartered credit union may

apply to convert to a Federal ca’edit
union. In order to convert, it must:

I. Comply with state law regarding
conversion:

2. File proof of compliance with
NCUA;

3. File the required preliminary
documents with NCUA;

4. Upon NCUA’s approval of the
prelirninary documents file a proposed
Federal credit union organization
certificate;

5. Comply with the requirements of
the Federal Credit union Act, e.g.,
common bond and reserve requirements:
and

6. Be granted a charier by NCUA.
Conversions are treated the same as

any initial application for a Federal
charter, including mandatory on-site
examination by NCUA. NCUA will also
consult with the appropriate state
authority regardi~ the credit union’s
current condition, management
expertise, and past performance. Since
the applicant in a conversion is an
ongoing credit union, the economic
advisability of granting a charter is more
readily determinable than in the case of
an initial charter application.

A converting state credit union’s
proposed field of membership must
conform to NCUA chartering policy.
However. existin~ mJmbers who would
no, be withi|, the revised field of
membership will be allowed to retain
their membership after the conversion.

B. Submission o~ Conversion Proposal to
NCUA

The following actiorm are to be taken
before submittin8 a conversion proposal:

I. The credit umon bodrd must
~ppro~,e a proposal for conversion.

2. The Application ~o Convert INCUA
Form 440"1} must be completed. Its
purpose ~s to prov~de the Regmnal
Director w~th reformation on the present
operating policies and financial
condition of the credit union and the
reasons why the conversion is desired.
A continuation sheet may be used if
space on the form is inadequate.
Particular attention should be given to
answering the question on the reasons
for conversion. These reasons should be
stated in specific terms, not as
generalities.

3. The Application must be
accompanied by all required
attachments. Additional attachments
not specified in the Application but
which must also be provided are:

a. Evidence that the state supervisory
authority is either in agreement wtth the
conversion proposal or. if not in
agreement, the reasons therefor, and

b. The Application for Insurance of
Accounts {Form NCUA 9600) in the case
of a state credit union that is not
federally insured.

c. The Federal Credit Union
Investigation Report. Conversion of
State Charter to Federal Charter {Form
NCUA

d. The most current financial and
statistical report.
U. NCUA Consideration o[ the

Application to Convert

I. Review by the Regional Director.
The Application will be reviewed to
determine that it is complete and that
the proposal is in compliance with
Section 125 of the Federal Credit Union
Act This review will include a
determination that the state credit
union’s field of membership is in
compliance with NCUA’s chartering
policies. The Regional Director may
make further investigation into the
proposal and may require the
submission of additional information to
support the request to convert. At this
point. NCUA will conduc/an on-site
review of the credit union.

2. Examination and Payment of Fees.
NCUA will examine the books and
records of the credit union on-~ite.
NCUA will charge the credit union an
examination fee. Nonfederally-insured
credit un~ops will also be assessed an
application fee.

3. Conditions to the Approval The
"Regional Director will specify any
special conditions that the credit union
must meet in order to proceed with the
conversion. When necessary, thiswfll
include changes to the credit union’s


