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mail it to each member at the address 
for the member as it appears on the 
records of the credit union, not more 
than 30 nor less than 7 days before the 
date of the vote. The membership must 
be given the opportunity to vote by 
mail ballot. The credit union may pro-
vide the notice of the proposal and the 
ballot to members at the same time. 

(c) If the membership and the NCUA 
approve the proposition for termi-
nation of insurance, the credit union 
must give the members prompt and 
reasonable notice of termination. 

§ 708b.203 Conversion of insurance. 
(a) A federally-insured state credit 

union may convert to nonfederal insur-
ance, if permitted by state law, either 
on its own or by merging into a nonfed-
erally-insured credit union. 

(b) A federal credit union may con-
vert to nonfederal insurance only by 
merging into, or converting its charter 
to, a nonfederally-insured state credit 
union. 

(c) Conversion to nonfederal insur-
ance requires the prior written ap-
proval of the NCUA. After the credit 
union board of directors resolves to 
seek a conversion, the credit union 
must notify the Regional Director 
promptly, in writing, of the desired 
conversion and request NCUA approval 
of the conversion. The notification 
must be in the form specified in sub-
part C of this part, unless the Regional 
Director approves a different form. The 
credit union must provide this notifica-
tion and request for approval to the 
Regional Director at least 14 days be-
fore the credit union notifies its mem-
bers and seeks their vote and at least 
90 days before the proposed conversion 
date. NCUA will approve or disapprove 
the conversion as described in para-
graph (g) of this section. 

(d) Approval of a conversion of fed-
eral to nonfederal insurance requires 
the affirmative vote of a majority of 
the credit union’s members who vote 
on the proposition, provided at least 20 
percent of the total membership par-
ticipates in the voting. The credit 
union must use an independent entity 
to collect and tally the votes and cer-
tify the results for all share insurance 
conversions, including share insurance 
conversions that involve a merger or 

charter conversion. The vote must be 
taken by secret ballot, meaning that 
no credit union employee or official 
can determine how a particular mem-
ber voted. 

(e) For all conversions, the notice to 
the NCUA must include: 

(1) A written statement from the 
credit union that ‘‘it is aware of the re-
quirements of 12 U.S.C. 1831t(b), includ-
ing all notification and acknowledg-
ment requirements;’’ and 

(2) Proof that the nonfederal insurer 
is authorized to issue share insurance 
in the state where the credit union is 
located and that the insurer will insure 
the credit union. 

(f) The board of directors of the cred-
it union and the independent entity 
that conducts the membership vote 
must certify the results of the member-
ship vote to the NCUA within 10 days 
after the deadline for receipt of votes. 
The certification must include the 
total number of members of record of 
the credit union, the number who voted 
on the conversion, the number who 
voted in favor of the conversion, and 
the number who voted against. The 
certification must be in the form speci-
fied in subpart C of this part. 

(g) Generally, the NCUA will approve 
or disapprove the conversion in writing 
within 14 days after receiving the cer-
tification of the vote. 

(h) For conversions by merger, the 
merging credit unions must follow the 
procedures specified in subparts A and 
B of this part and use the forms speci-
fied in subpart C of this part. In the 
event the procedures of Subpart A and 
B conflict, the credit union must follow 
subpart B. 

[70 FR 3288, Jan. 24, 2005, as amended at 73 
FR 30477, May 28, 2008] 

EFFECTIVE DATE NOTE: At 75 FR 81394, Dec. 
28, 2010, § 708b.203 was amended by revising 
paragraphs (d), (f), and (g), effective Jan. 27, 
2011. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 708b.203 Conversion of insurance. 

* * * * * 

(d) Approval of a conversion of Federal to 
nonfederal insurance requires the affirma-
tive vote of a majority of the credit union’s 
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members who vote on the proposition, pro-
vided at least 20 percent of the total mem-
bership participates in the voting. The vote 
must be taken by secret ballot and con-
ducted by an independent entity. 

* * * * * 

(f) The board of directors of the credit 
union and the independent entity that con-
ducts the membership vote must certify the 
results of the membership vote to the NCUA 
within 14 calendar days after the deadline for 
receipt of votes. The certification must in-
clude the total number of members of record 
of the credit union, the number who voted on 
the conversion, the number who voted in 
favor of the conversion, and the number who 
voted against. The certification must be in 
the form specified in subpart C of this part. 

(g) Generally, the NCUA will conditionally 
approve or disapprove the conversion in writ-
ing within 14 days after receiving the certifi-
cation of the vote. The credit union must 
complete the conversion within six months 
of the date of conditional approval. If a cred-
it union fails to complete the conversion 
within six months the Regional Director will 
disapprove the conversion. The credit 
union’s board of directors, if it still wishes to 
convert, must then adopt a new conversion 
proposal and solicit another member vote. 

* * * * * 

§ 708b.204 Notice to members of pro-
posal to convert insurance. 

(a) When the board of directors of a 
federally-insured credit union adopts a 
resolution proposing to convert from 
federal to nonfederal insurance, includ-
ing an insurance conversion associated 
with a merger or conversion of charter, 
it must provide its members with writ-
ten notice of the proposal to convert 
insurance and of the date set for the 
membership vote. The first written 
communication following this resolu-
tion that is made by or on behalf of the 
credit union and that informs the 
members that the credit union will 
seek conversion of insurance is the no-
tice of the proposal to convert. This 
notice must: 

(1) Inform the members of the re-
quirement for a membership vote and 
the date for the vote; 

(2) Explain that the insurance pro-
vided by the NCUA is federal insurance 
and is backed by the full faith and 
credit of the United States govern-
ment, while the insurance provided by 
the nonfederal insurer is not guaran-

teed by the federal or any state govern-
ment; 

(3) Include a conspicuous statement 
that if the conversion or merger is ap-
proved, and the credit union, or the 
continuing credit union in the case of a 
merger, subsequently fails, the federal 
government does not guarantee the 
member will get his or her money 
back; and 

(4) Be in the form set forth in subpart 
C of this part, unless the Regional Di-
rector approves a different form. 

(b) The credit union must deliver the 
notice in person to each member or 
mail it to each member at the address 
for the member as it appears on the 
records of the credit union, not more 
than 30 nor less than 7 days before the 
date for the vote. The credit union 
must give the membership the oppor-
tunity to vote by mail ballot. The form 
of the ballot must be as set forth in 
subpart C of this part, unless the Re-
gional Director approves the use of a 
different form. The notice of the pro-
posal and the ballot may be provided to 
the members at the same time. 

(c) If the membership and the NCUA 
approve the proposition for conversion 
of insurance, the credit union will give 
prompt and reasonable notice to the 
membership. The credit union must de-
liver the notice at least 30 days before 
the effective date of the conversion. 
The notice must identify the effective 
date of the conversion, and the first 
page must also include a conspicuous 
statement (i.e., in bold and no smaller 
than any other font size used in the no-
tice) that: 

(1) The conversion will result in the 
loss of federal share insurance, and 

(2) The credit union will, at any time 
before the effective date of conversion, 
permit all members who have share 
certificates or other term accounts to 
close the federally-insured portion of 
those accounts without an early with-
drawal penalty. 

§ 708b.205 Modifications to notice and 
ballot. 

(a) Converting credit unions will use 
the form notice and ballot as provided 
in subpart C of this part unless the Re-
gional Director approves the use of a 
different form. 
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