
November 2, 1989
GC/MM: sg
SSIC #6010
89-0831A

)t~e ,~f Gcn~’ril Counsel

Mr. Ralph W. Kinsey
P.O. Box 459
Lamesa, Texas 79331

Re: ,Organization of a Federal Credit Union (Your
October 9, 1989, Letter)

Dear Mr. Kinsey:

You have asked us for the status of our response to your
letter dated August 19, 1989, which inquired into the details
of organizing a Federal credit union ("FCU"). Our response
was mailed out on October 2, 1989. I assume our letters
crossed in the mail but I have enclosed another copy of our
previous response. Our legal opinion is that an FCU based on
kinship is not permitted under the Federal Credit Union Act.

In your most recent letter you mentioned that if the Austin
Regional Office (Region V of the National Credit Union
Administration) did not grant you a charter, you would seek
an injunction or seek help from some of your friends in
Congress. Neither method is the proper procedure to appeal a
charter denial by the Regional Office. According to
Interpretive Ruling and Policy Statement 89-1, which was
previously sent to you, "[n]ew charter applications denied by
the NCUA Regional Office are appealable to the NCUA Board.
All such appeals should be sent to the appropriate NCUA
Regional Office to be forwarded to the Central Office."

For future reference, Region V of the National Credit Union
Administration is the appropriate office to contact for
chartering questions.

Sincerely,

HATTIE M. ULAN
Assistant General Counsel

Enclosure

cc: Regional Director, Region V (Austin)



NATIONAL CREDIT UNION AD~,{INISTRATION
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October 2, 1989

Mr. Ralph W. Kinsey
P.O. Box 459
Lamesa, Texas ~9331

Re: Organization of a Federal Credit Union (Tour
August 19, 1989, Letter)

Dear Kr. Kinsey:

You have asked for details on how to fora a Federal credit
union (’FCU’) with blood relatlonshlp as the common bond
required for ~embership. There are only three types of-
common bonds; occupatlonal, associational and community. An
FCU bas&d on kinship is not permitted under the Federal
Credit Onion Act.

You desire to organize a Federal credit union. The coemon
bond ~t Fou propose for ae~e_r~hlp ~ould b~. blood_relatives
of yOu, .FO.~_az_wlfe and your relatives ~y.e~a~w_za~. ~ne .J ~
lo~at£~f the F~U would be in ~in~woo~, Texas, aria wou,u De

ANALYSIS

Section 109 of the Federal Credit Union Act (12 O.S.C. 1759)
states in part "that Federal credit union ~bershlp shall be
limited to 9Toups havln~ a qoe~onbondof .o~.cu.pati?n.or ~
association, or to groups vlthln a vell-def~ne~ nelgnoornoo~,
community or rural distr~ct~° A family group clearly does
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not have a common bond of occupation or community.
Interpretive Ruling and Policy Statement 8%-I entitled
"Chartering and Field of Membership Policy" (IRPS 89-I)
limits an associational bond to groups "consisting primarily
of individuals (natural persons) who par%iclpa~e in
activities developing common loyalties, mutual benefits, and
mutual interests. Qualifying associational groups must hold
meetings open to all natural person membera at least once a
year, must sponsor other activities providing for contact
among natura!person members and must have an.~uthoritative
definition of who is eligible for membership    usually, this
will be ~he association’s constitution or bylaws." (See
54 Fed. Reg. 31169, 7/27/89.) A blood relatlonship does not
have the requisite associational co~mon bond. There is no
associational group. Therefore, the type of FCU that you
propose is not authorized.

"Attached is a copy of IRPS 8%-I, which fully explains the
issues of chartering and flelds of membership. For future
reference, Region V of the National Credit Union
Administration is the appropriate office to contact for
chartering questions.

Sincerely,

P~%TTIE ¥. ~
¯ ssistant General Counsel

cc: Regional Director, Region V (Austin)



:I

,’~0/’~enmt~ve¯ An ,~vuJual
employed by ~S who ~

¯ ¯

~ I. ~he defim~on
.~ted-~e ~ate", para~aph

~" $n :be ~nt and second
~ and add "~S" m ~ee

addition to ~he a~en~s

~ ~it~ steW’, para~
~ and ~ ~nte~

end Rule~ine
~~is

& h mklitloa 1o ~ ~11 I~

~ Ima,

AI. ~|~ UNION
kOMINISTlq~TiGB

A41xCv: National Crecl~t Union

~ ~mel rule a~J l~na] lnte~pret~e
Ru/in| end Policy Statement ~..1~
Cherte~nl and l~eld o! Membenh~p
Policy (IRPS m.-1).

Imma, m~. "r~ NC~A !~1~1 ku

policies ,=d
Fedestl =’edit
mod~ it~ d~a~r. Th~ N(:~A imu~ a

On M~,ch ~i 19~. the .’~’UA ]M~rd
published a p~ ~te~re~ve

cha~ennl and ~ ~ ~m~ip

was issued wi~ a s=~ day
pen~ t~t wu e~ded by
~ rot ~y ed~o~ ~y5

8enera~y p~ e~s~
a~ p~s u ~t fo~ m ~o~

m ~e ~pple~o~

. Forty.two ~� �onu~ent lel~.n
west r~ceJvt, d. ~’a)mmenLl wm rer~fl~e

~t ~ o~ ~ ~ ~

~ ~ ~n~ w~ made



.nd 4re ,nvestll~aled .nd pr~nted ~o
the ~iCU& I~ard by st~ff who ar~
~l~hve and have had no F~’:ous
involvement ~n the ca~.
-~,ce status ~s (de~ned ~n the

IR~ ~t the end of Chapter ~l dS
whiten sum~ of the msull
afro,s to brmI ~Sce ~o mem~m
~tect ~ups add~l we~ q~lioned
by a numNr ~ commented. ~e of
~e~ commen~e~ mc~int
who sup~ ~he �oncepl ,n ~ne~al.
ask~ tha~ the ~ :Jeurly
pu~o~ of the ~ ~e
~n+o~at+on to ~ acc.mulat~ and the
inte~als at wh~ t~ ~ a~ to be
su~itt~. ~e ~ d~s ]ndi~e ~he
~damental ~ of ~e ~ice
sta~ ~s. ~ ad~tion to a~isti~
~it union ~na~ment m a~m8
~etinI n~ and s~
~m p~vide ~e N~A m~
~~ ~ eval~te ~ extol to-
~ an applier ~ ~s ~
~m ~tenU+l mem~ip. ~ Far as

~ ~ ~ d made m

~m~ip ~s ~iv~ a v~eW

~ntm w~ ~





Irederll Rellster / Yol. ~4. No. 143 / Thursday. luly Z:’,. 1~ /, Rules, and Re,u, ll,ions

The authority cdatioa for Part
�ontinues to read a~ follows:
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Federal charter �oaver~on peoceee, The
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c. ’51embe~ of the ~lennon~te
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Federal c~it ~on ~all ~ limed
tho~ hav,~ the folio~nl common
~nd:

1. £mpioyees o( ~nt ~o~. who
work m W~]m~o~

L Ps~nen and employees ~( ~he ~aw
~ o( ~Jth ~ Jones who work ~n
Wilmmlto~
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Upon bemd ~nfu~ed o~ ~he Relional
O~rec~or’s approval, the

I. Comply w~h all reqm~men~s
s~a~e supe~so~ a~homy ~h~
enable ~he c~dil union
Fede~l char~er and cease ~ a sta~e
credit umon:

~ Obtmn a letter or o~cial statement
~m the state su~e~i~ au(honly
ce~m8 that [he ~it union has met
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~ceiv~ a Federel ~a~er. A co@y of
this d~ument m~t ~ sub~tt~
R~ional ~on

3. ~b~t I statement
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approval of ~e ~nvem~

~ Appfic~twn for ~
~en ~e R~onai D~tor

~iv~ e~de~e ~at
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appi~Uon fm a F~e~l

assi~ a staff ~m~r to

A~ments f~ ~
i~ ~A ~

approved, the csx~t uniou may.
complete the co~versio~. ~ ms
appealable to the .~:CUA ~

~. Effective Dare
date On whi~ ~ R~I

and ~e Appl~
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F,.d,:ral ~.redtt umm~. The R*$tor~l
O~r,,~,,r wdl fu~i~ tO the �~mt ~ion
~Federal char~er i~ ~dicatl
[n=ur~ncl and wall ~tdy ~he sta~e
su~tso~ a~hon~ of the da~e of the
conversion.

2. Assumption of Asse~ ond
Lmbd~t~es. As of the eff~ttve date. the

all or the essets and wdl ~ ~s~nslble
for all of the ~iabdines ~d sha~
accounts of ~he state c~edit umo~

receipt o( ~ts Federal c~a~er. ~e ~rd
w,ll hold ~ts h~t ~eu~ a;.
~diI ~nlon. At ~ ~b~ the
wdi transact su~ business al
necessaw to comple(e ~e conse~
app~v~ and to o~rtm ~ ~t
~mn m accoNance wilh ~e
~u~Rments of ~e Federal
Union Act and N~A Rul~ and
R~lations. Act~o~ to ~ take~
m~tinl includ~

and o~r d~U ~n~

{1} ~ of ~ ~ement
~e~ ~e e~ syst~
~ and fo~ most ~
st~da~ esta~ by ~&

(Z) New ~ ~ ~,h

F~ ~t ~

A. Cvneml Requ~remenrJ

Any Federal ~it umon ~ay at~ly
to conve~ to a state cr~tt ~nton. (n
order to do so. tt must:

1. Comply wzth the ~quirements o(
the Federal Credit Umon Act (sell, on
IZSJ ~hat enable ~t to ~ve~ to
c~dit ~ion end to
F~ml c~it ~io~ and

~ C~piy w~th ippiic~bie i~at. law
and the ~qut~men~ of ~e state
su~W autho~.

B. Specie/Prowswns ~esjo~din~ Federal

U ~he Federal r..~Ut union wints to
con~nu~ Federal sh~ ~n~ ~er
the ~ve~i~ tO 8 s~te ~t ~o~ ~t
m~t ~b~t ~ Appii~O~ f~

Ap~U~

~~~te~

~t f~ ~ ~ ~ ye~ ~ it
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Nonmember and Pub{i¢ Unit

AGINCY: Nation¯i Credit Umon
Adm,n,stratlon {"NCr~ A").
Ac’r~: Final r~le.

SUMMARY: T~is ~¯l role replaces the

public umt ¯ccounts ~ssu~ by ~e
NCUA ~ard m December of
~nai ~le continues ~he r~m~menl
federally-insured credit .nlons w~sh to
maintam nonmem~r and public
shares in excess o( ~ o( ~e~ total

¯ e intended u~ of ~e ~ end
~uest N~’s apparel ~e
i~ludes ~e p~ed~s a~ stsnda~
NCUA w~ll use ~ evalua~l
~quest~

f~erally-tnsu~ state~a~e~ ~t
umon w~out ~t obtam~ the
�on~en~ o( ~e app~pnate state

~~ o~ ]~y ~. 1~

D. M~chaet ~ley, ~t~,
~amma~on and ~
~an A~istant ~ ~ at

~ ~. ~ley) ~ ~

Sect~ Ic~el d
Unioa Act {~

no~
~ ~ (1~

ac~ of
and ~e ac~

p~ominatly low.moore
hal ~iv~

and "~w-~
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R,,e.~l,,~:,~nq It: CFR "’~) 1 I. Concurrent
w,lh ,his .gn,d r~te. ~he NCUA ,s tssu,nq
a proposed imendmenl addinl a now

ob~n a ~es~on from ~CUA ~or

and that feder;lly-,nsur~d stale-
chartered cr~dil ~mns ~sl must
r~ewe such a des~lnauon~rom
a~propnate sta~e r~ulator w~th
cnncu~ence of NCUA. ~e NCUA
i~so propos,n~ to move ~he de,neons el
"~redommanUy" and ’gow-~ome
member" to I

On December ~, ~ the NCUA
~rd published an ,ntenm ~nai
hmmn~ to ~ o( ~o~] shares
amount el public ~ii and
accounts that may N mamtamed by
FCU’s and R~U’s w~o~t pno~ S~A

;mmed~ately eff~ve. ~e ~
provided a ~day comment ~n~
comment ~ was later extended
app~ximately ~ days to ~ay

O~e.hund~l and twenty-sLx
comments wee received. F~
co~ente~ we~ ~s and ~
itat~ha~e~ ~it unio~ ~-
~ of ~ ~nte~ we~
a~ mli~ o~amzafl~
�~nm~ we~ s~te ~t
~a~ ~ve ~nts we~

e~ f~ ~ente~ we~ o~

~te~ w~ eteM ~t
rquletot~ ~tl wm abo
m~ivnd ~ 8 local aulx~l~e d
=.ndit unions. 8 Cmqr~n~. und e

un,ons olher than P’qnkJtn where ’he
misuse of such funds h,:s resuitcd ,n
Los,~es to ~he .~CL’SIF. The ;nter~m
~le ~s not ,~ended tO-~d[lZe

~n~ons. ~ut ~o ensure (hd~
and publ~� uml sh~res are accepted ~nd
u~=l=zed ~y ~redk~ umons =n a sale and
sound manner and to ~urther ~he =nterest
o( secant member. ~e commence~"
bel~ef the= =~su~ of such ~unds =s ~o= a
pe~as~ve problem ~r cr~it un=o~
co.act. It *s. however, a cosdy problem
when ,I ~c~. and one ~hat affects
federally-msured cred=t on=ons ;n two
ways: ~mulh losses ~o ~he ~CUSIF.
and loss *n con~dence =n credit
when public ~=ts and nonmembe~
suffer loses ~a=se their accounts are
m excess o~ t~ =ha~ insurance

~e majority o[ ~e �ommente~
obiect~ to the interim final re)e, statin~
that it was ~duly ha~h on
devel~ment and ~ow-income
unio~ M¯ny o[ ~ese co~ente~ were
Iow.=~me desi~ated and/=
�omm~ development �~t ~on~
and ¢~ ~d mlilio~
o~ln~s ~at have ac~
¯ e~ ~t ~io~ ~e ~t ~i~
�o~nte~ stat~ ~at ~e ~ wou[d

may ~~ ~ existed.

¯ ey ~ have iccoun~

union~ to provide ¯ source of Yunds for
the poo~ and mJnor~Ues, and ~hat the
rule would limit Ibei~ ¯lu’uis~ic ~.

1~ t,~ is 8=4 a prohibit~o8 o~ public
unit and nonmember sher~s.
may conl~nuo to accept oLSer credit
union and pmbtk unit ~har~.
a low-imme~ desilnation ~ .’~IC~A
may conUnue to accept ~onmember

�~dit union, and nonmembe~ sha~s to

�~dit mkms that wish to acca~t such

NC~A apSwo~aL


