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National Credit Union Administration § 723.6 

§ 723.4 What other regulations apply to 
member business lending? 

(a) The provisions of § 701.21(a) 
through (g) and part 702 of this chapter 
apply to member business loans grant-
ed by credit unions to the extent they 
are consistent with this part. Except as 
required by part 741 of this chapter, 
federally insured State-chartered cred-
it unions are not required to comply 
with the provisions of § 701.21(a) 
through (g) of this chapter. 

(b) If a federal credit union makes a 
member business loan as part of a 
Small Business Administration guaran-
teed loan program with loan require-
ments that are less restrictive than 
those required by NCUA, then the fed-
eral credit union may follow the loan 
requirements of the relevant Small 
Business Administration guaranteed 
loan program to the extent they are 
consistent with this part. A federally 
insured State-chartered credit union 
that is subject to this part and makes 
a member business loan as part of a 
Small Business Administration guaran-
teed loan program with loan require-
ments that are less restrictive than 
those required by NCUA may follow 
the loan requirements of the relevant 
Small Business Administration guaran-
teed loan program to the extent they 
are consistent with this part if its 
state supervisory authority has deter-
mined that the credit union has au-
thority to do so under State law. 

(c) The collateral and security re-
quirements of § 723.3 and § 723.7 do not 
apply to member business loans made 
as part of a Small Business Adminis-
tration guaranteed loan program. 

[69 FR 62565, Oct. 27, 2004] 

§ 723.5 How do you implement a mem-
ber business loan program? 

(a) Generally. The board of directors 
must adopt specific business loan poli-
cies and review them at least annually. 
The board must also use the services of 
an individual with at least two years 
direct experience with the type of lend-
ing the credit union will be engaging 
in. The experience must provide the 
credit union sufficient expertise given 
the complexity and risk exposure of 
the loans in which the credit union in-
tends to engage. Credit unions do not 

have to hire staff to meet the require-
ments of this section but must ensure 
that the expertise is available. A credit 
union can meet the experience require-
ment through various approaches. For 
example, a credit union can use the 
services of a credit union service orga-
nization (CUSO), an employee of an-
other credit union, an independent con-
tractor, or other third parties. How-
ever, the actual decision to grant a 
loan must reside with the credit union. 

(b) Conflicts of Interest. Any third 
party used by a credit union to meet 
the requirements of paragraph (a) of 
this section must be independent from 
the transaction and is prohibited from 
having a participation in the loan or an 
interest in the collateral securing the 
loan that the third party is responsible 
for reviewing, with the following ex-
ceptions: 

(1) The third party may provide a 
service to the credit union related to 
the transaction, such as loan servicing; 

(2) The third party may provide the 
requisite experience to the credit union 
and purchase a loan or a participation 
interest in a loan originated by the 
credit union that the third party re-
viewed; or 

(3) A credit union may use the serv-
ices of a CUSO that otherwise meets 
the requirements of paragraph (a) of 
this section even though the CUSO is 
not independent from the transaction, 
provided the credit union has a con-
trolling financial interest in the CUSO 
as determined under Generally Accept-
ed Accounting Principles. 

[68 FR 56551, Oct. 1, 2003] 

§ 723.6 What must your member busi-
ness loan policy address? 

At a minimum, your policy must ad-
dress the following: 

(a) The types of business loans you 
will make; 

(b) Your trade area; 
(c) The maximum amount of your as-

sets, in relation to net worth, that you 
will invest in secured and unsecured 
business loans; 

(d) The maximum amount of your as-
sets, in relation to net worth, that you 
will invest in a given category or type 
of business loan; 

(e) The maximum amount of your as-
sets, in relation to net worth, that you 
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