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and the incentive should not be so
large that it distracts the member
from the purpose of the vote. If the
board desires to use such incentives,
the cost of the incentive should be in-
cluded in the directors’ deliberation
and determination that the conversion
is in the best interests of the credit
union’s members.

(3) The credit union should ensure
that the incentive is available to every
member that votes regardless of how or
when he or she votes. All of the credit
union’s written materials promoting
the incentive to the membership must
disclose to the members, as required by
§708a.12 of this part, that they have an
equal opportunity to participate in the
incentive program regardless of wheth-
er they vote for or against the conver-
sion. The credit union should also de-
sign its incentives so that they are
available equally to all members who
vote, regardless of whether they vote
by mail or in person at the special
meeting.
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§708b.1 Scope.

(a) Subpart A of this partprescribes
the procedures for merging one or more
credit unions with a continuing credit
union where at least one of the credit
unions is federally-insured.

(b) Subpart B of this partprescribes
the procedures and notice requirements
for termination of federal insurance or
conversion of federal insurance to non-
federal insurance, including termi-
nation or conversion resulting from a
merger.

(c) Subpart C prescribes required
forms for use in conversion of federal
insurance to nonfederal insurance.

(d) Nothing in this partrestricts or
otherwise impairs the authority of the
NCUA to approve a merger pursuant to
section 205(h) of the Act.

(e) This part does not address proce-
dures or requirements that may be ap-
plicable under state law for a state
credit union.

§708b.2 Definitions.

(a) Continuing credit union means the
credit union that will continue in oper-
ation after the merger.

(b) Convert, conversion, and converting,
when used in connection with insur-
ance, refer to the act of canceling fed-
eral insurance and simultaneously ob-
taining insurance from another insur-
ance carrier. They mean that after can-
cellation of federal insurance the cred-
it union will be nonfederally-insured.

(c) Federally-insured means insured by
the National Credit Union Administra-
tion (NCUA) through the National
Credit Union Share Insurance Fund
(NCUSIF).
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§708b.101

(d) Independent entity means a com-
pany with experience in conducting
corporate elections. No official or sen-
ior manager of the credit union, or the
immediate family members of any offi-
cial or senior manager, may have any
ownership interest in, or be employed
by, the entity.

(e) Insurance and insured refer to pri-
mary share or deposit insurance. These
terms do not include excess share or
deposit insurance as referred to in part
740 of this chapter.

(f) Merging credit union means the
credit union that will cease to exist as
an operating credit union at the time
of the merger.

(g8) Nonfederally-insured means in-
sured by a private or cooperative insur-
ance fund or guaranty corporation or-
ganized or chartered under state or ter-
ritorial law.

(h) Share insurance communication
means any written communication, ex-
cluding the forms in Subpart C of this
Part, that is made by or on behalf of a
federally-insured credit union that is
intended to be read by two or more
credit union members and that men-
tions share insurance conversion or
termination. The term:

(1) Includes communications deliv-
ered or made available before, during,
and after the credit union’s board of di-
rectors decides to seek conversion or
termination.

(2) Includes, but is not limited to,
communications delivered or made
available by mail, e-mail, and internet
website posting.

(3) Does not include communications
intended to be read only by the credit
union’s own employees or officials.

(i) State credit union means any credit
union organized and operated accord-
ing to the laws of any state, the several
territories and possessions of the
United States, or the Commonwealth
of Puerto Rico. Accordingly, state au-
thority means the appropriate state or
territorial regulatory or supervisory
authority for any such credit union.

(j) Terminate, termination, and termi-
nating, when used in reference to insur-
ance, refer to the act of canceling fed-
eral insurance and mean that the cred-
it union will become uninsured.

12 CFR Ch. VII (1-1-10 Edition)

(k) Uninsured means there is no share
or deposit insurance available on the
credit union accounts.

Subpart A—Mergers

§708b.101 Mergers generally.

(a) In any case where a merger will
result in the termination of federal in-
surance or conversion to nonfederal in-
surance, the merging credit union must
comply with the provisions of subparts
B and C of this part in addition to this
subpart A.

(b) A federally-insured credit union
must have the prior written approval
of the NCUA before merging with any
other credit union.

(c) Where the continuing credit union
is a federal credit union, it must be in
compliance with the chartering poli-
cies of the NCUA.

(d) Where the continuing or merging
credit union is a state credit union, the
merger must be permitted by state law
or authorized by the state authority.

(e) Where both the merging and con-
tinuing credit unions are federally-in-
sured and the two credit unions have
overlapping fields of membership, the
continuing credit union must, within
three months after completion of the
merger, either:

(1) Notify all members of the con-
tinuing credit union of the potential
loss of insurance coverage if they had
overlapping membership,

(2) Notify all individuals and entities
that were actually members of both
credit unions of the potential loss of
insurance coverage, or

(3) Determine which members of both
credit unions may actually have unin-
sured funds six months after the merg-
er and notify those members of the po-
tential loss of insurance coverage.

§708b.102 Special provisions for fed-
eral insurance.

(a) Where the continuing credit union
is federally-insured, the NCUSIF will
assess a deposit and a prorated insur-
ance premium (unless waived in whole
or in part for all insured credit unions
during that year) on the additional
share accounts insured as a result of
the merger of a nonfederally-insured or
uninsured credit union with a feder-
ally-insured credit union.
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