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also applies to FCU employees not oth-
erwise covered if the employees are di-
rectly involved in dealing with the 
CUSO unless the FCU’s board of direc-
tors determines that the FCU employ-
ees’ positions do not present a conflict 
of interest. 

(c) Others. All transactions with busi-
ness associates or family members of 
FCU officials, senior management em-
ployees, and their immediate family 
members, not specifically prohibited 
by paragraphs (a) and (b) of this sec-
tion must be conducted at arm’s length 
and in the interest of the FCU. 

§ 712.9 When must an FCU comply 
with this part? 

(a) Investments. An FCU’s invest-
ments in CUSOs in existence prior to 
April 1, 1998, must conform with this 
part not later than April 1, 2001, unless 
the Board grants prior approval to con-
tinue such investment for a stated pe-
riod. 

(b) Loans. An FCU’s loans to CUSOs 
in existence prior to April 1, 1998, must 
conform with this part not later than 
April 1, 2001, unless: 

(1) The Board grants prior approval 
to continue the FCU’s loan for a stated 
period; or 

(2) Under the terms of its loan agree-
ment, the FCU cannot require acceler-
ated repayment without breaching the 
agreement. 

EFFECTIVE DATE NOTE: At 78 FR 72549, Dec. 
3, 2013, § 712.9 was removed and reserved, ef-
fective June 30, 2014. 

§ 712.10 How can a state supervisory 
authority obtain an exemption for 
state chartered credit unions from 
compliance with § 712.3(d)(3)? 

(a) The NCUA Board may exempt fed-
erally insured credit unions in a given 
state from compliance with § 712.3(d)(3) 
if the NCUA Board determines the laws 
and procedures available to the super-
visory authority in that state are suffi-
cient to provide NCUA with the degree 
of access to CUSO books and records it 
believes is necessary to evaluate the 
safety and soundness of credit unions 
having business relationships with 
CUSOs owned by credit union(s) char-
tered in that state. 

(b) To obtain the exemption, the 
state supervisory authority must sub-

mit a copy of the legal authority pur-
suant to which it secures access to 
CUSO books and records to NCUA’s re-
gional office having responsibility for 
that state, along with all procedural 
and operational documentation sup-
porting and describing the actual prac-
tices by which it implements and exer-
cises the authority. 

(c) The state supervisory authority 
must also provide the regional director 
with an assurance that NCUA exam-
iners will be provided with co-extensive 
authority and will be allowed direct ac-
cess to CUSO books and records at such 
times as NCUA, in its sole discretion, 
may determine necessary or appro-
priate. For purposes of this section, ac-
cess includes the right to make and re-
tain copies of any CUSO record, as to 
which NCUA will accord the same level 
of control and confidentiality that it 
uses with respect to all other examina-
tion-related materials it obtains in the 
course of its duties. 

(d) The regional director will review 
the applicable authority, procedures 
and assurances and forward the exemp-
tion request, along with the regional 
director’s recommendation, to the 
NCUA Board for a final determination. 

(e) For purposes of this section, 
whether an entity is a CUSO shall be 
determined in accordance with the def-
inition set out in § 741.222 of this chap-
ter. 

[73 FR 79312, Dec. 29, 2008] 

EFFECTIVE DATE NOTE: At 78 FR 72549, Dec. 
3, 2013, § 712.10 was revised, effective June 30, 
2014. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 712.10 How can a state supervisory author-
ity obtain an exemption for FISCUs from 
compliance with § 712.3(d)(1), (2), and (3)? 

(a) The NCUA Board may exempt FISCUs 
in a given state from compliance with any or 
all of § 712.3(d)(1), (2), and (3) if the NCUA 
Board determines the laws in that state are 
equal to, or more stringent than, § 712.3(d)(1), 
(2), and (3), and the laws and procedures 
available to the supervisory authority in 
that state are sufficient to provide NCUA 
with the degree of access and information it 
believes is necessary to evaluate the safety 
and soundness of FICUs having business rela-
tionships with CUSOs owned by FISCUs in 
that state. 

(b) To obtain an exemption, the state su-
pervisory authority must submit a copy of 
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the legal authority pursuant to which it se-
cures the information required in § 712.3(d)(1), 
(2), and (3) of this part to NCUA’s regional 
office having responsibility for that state, 
along with all procedural and operational 
documentation supporting and describing 
the actual practices by which it implements 
and exercises the authority. 

(c) The state supervisory authority must 
provide the regional director with an assur-
ance that NCUA examiners will be provided 
with co-extensive authority and will be al-
lowed direct access to CUSO books and 
records at such times as NCUA, in its sole 
discretion, may determine necessary or ap-
propriate. For purposes of this section, ac-
cess includes the right to make and retain 
copies of any CUSO record, as to which 
NCUA will accord the same level of control 
and confidentiality that it uses with respect 
to all other examination-related materials it 
obtains in the course of its duties. 

(d) The state supervisory authority must 
also provide the regional director with an as-
surance that NCUA, upon request, will have 
access to copies of any financial statements 
or reports which a CUSO has provided to the 
state supervisory authority. 

(e) The regional director will review the 
applicable authority, procedures and assur-
ances and forward the exemption request, 
along with the regional director’s rec-
ommendation, to the NCUA Board for a final 
determination. 

(f) For purposes of this section, whether an 
entity is a CUSO shall be determined in ac-
cordance with the definition set out in 
§ 741.222 of this chapter. 

§ 712.11 What requirements apply to 
subsidiary CUSOs? 

(a) FCUs investing in a CUSO with a 
subsidiary CUSO. FCUs may only invest 
in or loan to a CUSO, which has a sub-
sidiary CUSO, if the subsidiary CUSO 
satisfies all of the requirements of this 
part. The requirements of this part 
apply to all tiers or levels of a CUSO’s 
structure. 

(b) FISCUs investing in a CUSO with a 
subsidiary CUSO. FISCUs may only in-
vest in or loan to a CUSO which has a 
subsidiary CUSO, if the subsidiary 
CUSO complies with the following: 

(1) All applicable state laws and rules 
regarding CUSOs; and 

(2) All of the requirements of this 
part that apply to FISCUs, which are 
listed in § 712.1. The requirements of 
this part that apply to FISCUs apply to 
all tiers or levels of a CUSO’s struc-
ture. 

(c) For purposes of this section, a 
subsidiary CUSO is any entity in which 

a CUSO has an ownership interest of 
any amount, if that entity is engaged 
primarily in providing products or 
services to credit unions or credit 
union members. 

[78 FR 72549, Dec. 3, 2013] 

EFFECTIVE DATE NOTE: At 78 FR 72549, Dec. 
3, 2013, § 712.11 was added, effective June 30, 
2014. 

PART 713—FIDELITY BOND AND IN-
SURANCE COVERAGE FOR FED-
ERAL CREDIT UNIONS 

Sec. 
713.1 What is the scope of this section? 
713.2 What are the responsibilities of a cred-

it union’s board of directors under this 
section? 

713.3 What bond coverage must a credit 
union have? 

713.4 What bond forms may be used? 
713.5 What is the required minimum dollar 

amount of coverage? 
713.6 What is the permissible deductible? 
713.7 May the NCUA Board require a credit 

union to secure additional insurance cov-
erage? 

AUTHORITY: 12 U.S.C. 1761a, 1761b, 1766(a), 
1766(h), 1789(a)(11). 

SOURCE: 64 FR 28720, May 27, 1999, unless 
otherwise noted. 

§ 713.1 What is the scope of this sec-
tion? 

This section provides the require-
ments for fidelity bonds for Federal 
credit union employees and officials 
and for other insurance coverage for 
losses such as theft, holdup, vandalism, 
etc., caused by persons outside the 
credit union. 

§ 713.2 What are the responsibilities of 
a credit union’s board of directors 
under this section? 

The board of directors of each Fed-
eral credit union must at least annu-
ally review its fidelity and other insur-
ance coverage to ensure that it is ade-
quate in relation to the potential risks 
facing the credit union and the min-
imum requirements set by the Board. 

[64 FR 28720, May 27, 1999, as amended at 64 
FR 57365, Oct. 25, 1999] 
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