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WASHINGTON, D.C. 20456

Anqust 19, 4991

Patrick J. Brennan, Jr.
Western Credit Union, Inc.
750 Georgesville Road
Columbus, Ohio 43228-2898

Re: Risk Assets and Reserve Transfers (Your
July 3, 1991, Letter)

Dear Mr. Brennan:

You have asked whether funds deposited in a federally insured
financial institutions in excess of $100,000 are risk assets.
Such an investment is not a risk asset under NCUA’s Rules
and Regulations.

ANALYSIS

The Western Credit Union, Inc. ("CU") has adopted an invest-
ment policy permitting the CU to make deposits in large, well
capitalized regional banks in excess of $100,000. The CU
hopes to obtain a higher yield on deposits in excess of
$100,000 than can be earned with deposits at the $100,000
level. The CU believes this type of investment satisfies
NCUA’s safety and soundness provisions for the CU’s excess
funds. Before selecting a bank to deposit these funds, the
CU evaluates the public financial position of each institu-
tion on a bi-weekly basis. None of these investments have a
maturity in excess of three years. The CU has accounted for
these funds in excess of $100,000 as risk assets and has made
appropriate reserve transfers.

Section 700.1(i) (2) of NCUA’s Rules and Regulations

(12 C.F.R. 700.1(i)(2)) exempts from the definition of risk
asset "deposits and/or shares in federally or state insured
banks, savings and loan associations, and credit unions that
have a remaining maturity of 3 years or less." CU deposits
in federally insured institutions, in excess of $100,000, are
not defined as risk assets for the purpose of establishing
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reserves required by Section 116 of the FCU Act .
(12 U.S.C. §1762). Therefore the CU policy of making reserve
transfers on this type of investment is not legally required.

Sincerely,

/ Deputy General Counsel
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- “July 19, 1984

Mr. Simeon n. r. Goldatein
Executive Director . - '

" Barry and Jane Pischel roundation
276 Fifth Avenue ..
'New York,jNY_;IQOQX

_Dear Mr. Goldstein

. This is in reply to your‘lettar ‘dated June 27, 1984, .cone I
. cerning credit union membership. Specifically, you ask whether .a -
-federally insured credit union can “accept as members (or issue - . .
Certificates of Deposit to) the general public -zathor thcn onxy sg

i31759) staees, in. part, that

., .Fede:al c:edit union y
limited to groups having -a.common bond of
occupation or association, or to groups within
4 well-defined neighboxhood, community, or '
ru:al distxict. (Emphasil addod ). R

' As seen from the abovo. a Pederal credit union oan only extcnd
membership to those individuals within their field of

- membership. The field of membership of each Federal ocredit union'
" {9 stated in section 5 of its charter and is generally limited
‘either to a geographic area or to one of more groups each of

which has its own common bond. However, your question refers to .
all federally insured credit unions (which includes both Federal
and state chartered credit unions). Por the most part, a state
chartered credit union is similarly limited to accepting for
membe:ship only those who are within 1ts fiold of memberohip.

we suggest that you contact the NQw Yozk State Credit Union
League, Credit Union Center, Box 15021, Albany, NY 12212 in
order to ascertain whether you may fall within a field of
membership of an axiating crodit unlon._

R
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L5/RUscoh
3600
February 1, 1984

MEMORANDUM

yROM: Hattie Ulen'
T0 3 Len 8kiles
SUBJ: Policy Statement on FOM

Attached is & new draft of the poliey statement with the
changes we discussed. Please let me know if the draft is ready
£o:b:1nal. If so, Y will diatzribute it to the other committee
‘membezs, '

Attachnent

1778 G STREET, N.W. ~ WASHINGTON, D.C, 20486 (202) 387-1100
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FROM: Hattie M. Ulan, DLS

TO : Committee to Study Field of Membership
SUBJ: CURRENT NCUA BOARD POLICY ON FIELD OF MEMBERSHIPD

As a preliminary step in our study on field of membership,
the following is my analysis of current NCUA policy. .
S8ection 109 of the Federal Credit Union Act ("Act"), | .
12 U.S.C. 8$1739, limits Federal credit union membership to groups
having a common bond of occupation or association, or to groups
within a well~defined neighborhood, community or rural
district. The NCUA qurd has construed this section fairly
broadly thzough both the Federal Credit uUnion Bylaws ("Bylaws")
and Interpretiﬁq Ruling and Policy Statements ("IRPS"),

Two articles of the Bylaws address the £ield of membership
issue. Article I of the Bylaws is entitled Qualifications for
Membership. Section 1 of Article 1T states that the field of
memberahiq is limited to that stated in Section 5 of each credit
union charter. Section 5 of Article IT is the “once a member,
always a member" bylaw. Spocific#lly, it states that the board
may resolve that members who are no longer within the field of
membership may retain membership if they meet certain reasonable
minimum standards established by the board. Article XVIII of the
Bylaws is the definition article. SQcﬁion 2(a) of Article XViiI
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- defines *members of their immediate families.®™ This section has

been recently amended by the NCUA Board. On January ll, 1983,
the NCUA Board approved a standard amendment which allows those
¥CUs adcéting it total flexibility in defining “members of their
immediate familieg."” Each FCU may detine this term for itself.
Prior to ‘the bylaw amondmeﬁt, Section 2(a) of Article XVIIT
defined the term as including grandparents, patengs, hushand,
wife, children, grandchildren, brothers and sisters, living under
the same roof and in the same household., Not all FCUs include
family members within their field of membership. “Members of
their immediate familles" must appear in the FCU charter in order
for family members to be included in the field of membership.
The current IRPSs on field of membership are IRPs 82-3 and
83-2. Two issues are addressed in the IRPSs. The first issue
deals with FCU purchase of loansg of ifiiquidating credit union,
The Board states that an FCU "which puzch;sea'the loans of a
liquidating credit union may offer full membership rights and
services to the borrowers whose loans it has purchased." This is
a method of expanding membership base. The second issue
addressed in the IRPSs is multiple group charters. The current
policy on multiple group charters is as follows: Two types of
muiltiple group charters exist. The first type consists of groups
having common bonds of occupation or association. In order for
this type of multiple ¢group charter to be approved, each’
occupational or associational group must have its own common
bond., All of the groups must be within a well-defined area of

the home office or an existing branch office (one that accepts
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o ~ payment on shares and disbgtses loans) as determined by the
‘I' Regional Director.  Three additional criteria must also be
satiéfieé: (1) all affected groups have requested credit union
service from the applicant; (2) the applicant can provide e¢redit
| ‘ union services to each group; and (3) the aépliaation is
economicélly feasible and generally advisable. The aecénd type
of multiple group charter exists when any portion of the group is
community based. In order for this type of multiple group
charter to be approved, the combined field of membership is
limited to well-defined neighborhood, community or rurai
district, as defined by the Regional Director. The geograéhical
area is mandated by Section 109 of the Act. If the population of
the proposed neighborhood, community or rural district exceeds
[ 35,000, the chartering must be approved of by the NCUA Board,
‘I'l ‘zather than by the Regional Director. Any gtoup'or individual
| that is within the defined neighborhood, community or rural
district, unless specifically excluded in the eredit union
charter, is eligible for membership in the community Federal
credit union. Should a group outside of the well-defined
neighborhood, community or rural district ssek to attain
membership, that group must be geographically situated so that
it and the community FCU are also within a well-defined
neighborhood, community or rural district. The larger area nmust
constitute a geographical area that could statutorily be‘
established as a community credit union. Once it is determined
|  that the larger defined area exists, two options are avajlable.

The first option is that the larger defined area will become the
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boundary for the community FCU.. All groups and individuals
within the larger defined area will now be eligible for

- membership. The second option is that only the groups seeking

membetahip will be added to the community charter. Thp FCU
boundaries would not‘bevexpanded to include all gtoup§ within the
larger area. If the second option is invoked, the three
additional criteria listed above must also be satisfied. Lastly,
it is NCUA policy not to encourage overlaps in chartering new
FCUs or in adding groups to existing charters. |

The &CUA Board is cux:entlf reviewing potential PCU service
to. retirees. (i.e., all retirees residing within a credit union's
locale). The proposal has been published for a seecond time for -
public comment. Once this study is completed and the retiree
comments are analyzed, the NCUA Board will determine whether or
hot to extond service té retirees and what limitations and

restrictions, if any, should apply to such service.
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FROMs BHattie K. lolan. DL? - |

T0 lcéumittoe to Study Field of Membership
8UBJ: CURRERT NCUA BOARD POLICY ON PIRLD OF MEMBRRSHIP

As a preliminary step in our study on f{eld of membership,
the following is my analysis of current NCUA policy.
Section 109 of the Pedaral Credit Union Act, 12 U.8.C. 51759,
limits Pederal credit union membership to groups having a common
bond of occupation or asssociation, or to ¢roups within a welle
defined neighborhood, community or rural district. The NCUA
Board has construed this section fairly broadly through both the
Federal Credit Union Bylaws (“Bylaws®) and Interpretive Ruling
and Policy Statemants (“IRpPSY).

Two articles of the Bylaws address the field of membership
issve. Article X@ of the Bylaws {8 entitled Qualifications for
ttezmbazship. 8ection ) of Azticle II states that the filald of
membership is limited to that gstated in Section $ of each credit
unicn charter., B8ection 5 of Article II is the ®cnce a member,
always a member" bylaw. Specifically, it states that the bourd
may resolve that members who are no longer within the field of
nenbership may retain membership if they meet certain zeasonable
mininum standards established by the board. Artiecle XVIII of the
Bylaws i3 the definition article. Section 2(a) of Article XVIII
defines “menbers of their immediate families.® his section has
been recently amended by the NCUA 8oard. On January 11, 1983,
the NCUA Board approved a standard amendment which allows those
PCOs adopting it total flexibility in defining "members of their
immediats families.® Rach CU may define this term for itzelf.
Prior to the bylaw amendment, Section 2(a) of Article XVIII
defined the term as including grandparents, parents, husband,
wife, chlldren, grandchildren, brothers and sisters, living under
the same rocof and in the same household. Not all FCUs includae
family members within their field of membership. "Members of
their immediate families® must appear in the PCU Charter inm order
for family members to be included in the field of nemdarship.

The cuzrent IAPSs on fiold of membarship are IAPS 82~3 and
83-2. Two issues are addressed in the IRPS. The first i{ssue
deals with PCU purchase of lcans of a liquidating credit uniocan.
The Board states that an FCU "which purchases the loans of a
liquidating cradit unien may offer full membership zights and
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‘l’ services to the borrowers whosa loans it has purchased." This is
a method of expanding menbership bose. The second lssue

addroased in the IRPS is multiple group chartexa., The current
policy on multiple group charters ia as followss - Two types of
multiple group charters exist. The f£irst type consists of groupa
having common bonds of occupation or association., In order for
this type of multiple group charter to be approved, each
occupational or asscciational group must have its own common
bond. ALl of the groups must be within a well defined area of
the home office or an existing branch office (one that accepts
payment on shares and disburses loans) as determined by the
Regional Director. The second type covers multiple groups where
any one of the groups lnvolvad has a comumunity fleld of o
membership, In order for this type of multiple group chirter to
be approved, the combined field of membership is limited to a
well~defined neighborhood, community or rural district, as
deternmined by the Regional Director. The following three
criteria apply to both types of multiple group charters: (1) all
affected groups have :o?uestad credit union sarvice from the
applicant, (2} the applicant can provide oredit union services to
each group, and (3) the application is economically feaaibla and
genarally advisable.

The NCUA Board is currzently reviewing potential FCU service
to tetizees (le. all rotirees residing within a credit uniona
, locale). The proposal has been published for a gecond time for
public comment, Once this atudy ls completed and the retizee
. conments are snalyzed, the NCUA Board will detezmine whether ot
not to extend service to reticees and what limitations and
‘vestrictions, if any, should apply to such sexvice.
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