National Credit Union Administration

(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.

§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

§708b.206

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.

(b) A converting credit union will
provide the Regional Director with a
copy of the notice and ballot, including
any reasons for conversion and esti-
mated costs of conversion, on or before
the date the notice and ballot are
mailed to the members.

(c) Federally-insured state credit
unions may include additional lan-
guage in the notice and ballot regard-
ing state requirements for mergers,
where appropriate.

§708b.206 Share insurance
nications to members.

commu-

(a) Every share insurance commu-
nication must comply with §740.2 of
this chapter, which, in part, prohibits
federally-insured credit unions from
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making any representation that is in-
accurate or deceptive in any par-
ticular.

(b) Every share insurance commu-
nication about share insurance conver-
sion must contain the following con-
spicuous statement: “IF YOU ARE A
MEMBER OF THIS CREDIT UNION,
YOUR ACCOUNTS ARE CURRENTLY
INSURED BY THE NATIONAL CRED-
IT UNION ADMINISTRATION, A FED-
ERAL AGENCY. THIS FEDERAL IN-
SURANCE IS BACKED BY THE FULL
FAITH AND CREDIT OF THE UNITED
STATES GOVERNMENT. IF THE
CREDIT UNION CONVERTS TO PRI-
VATE INSURANCE AND THE CREDIT
UNION FAILS, THE FEDERAL GOV-
ERNMENT DOES NOT GUARANTEE
THAT YOU WILL GET YOUR MONEY
BACK.” The statement must:

(1) Appear on the first page of the
communication where conversion is
discussed and, if the communication is
on an internet website posting, the
credit union must make reasonable ef-
forts to make it visible without
scrolling; and

(2) Must be in capital letters, bolded,
offset from the other text by use of a
border, and at least one font size larger
than any other text (exclusive of head-
ings) used in the communication.

(c) Every share insurance commu-
nication about share insurance termi-
nation must contain the following con-
spicuous statement: “IF YOU ARE A
MEMBER OF THIS CREDIT UNION,
YOUR ACCOUNTS ARE CURRENTLY
INSURED BY THE NATIONAL CRED-
IT UNION ADMINISTRATION, A FED-
ERAL AGENCY. THIS FEDERAL IN-
SURANCE IS BACKED BY THE FULL
FAITH AND CREDIT OF THE UNITED
STATES GOVERNMENT. IF THE
CREDIT UNION TERMINATES ITS
FEDERAL INSURANCE AND THE
CREDIT UNION FAILS, THE FED-
ERAL GOVERNMENT DOES NOT
GUARANTEE THAT YOU WILL GET
YOUR MONEY BACK.” The statement
must:

(1) Appear on the first page of the
communication where termination is
discussed and, if the communication is
on an internet website posting, the
credit union must make reasonable ef-
forts to make it visible without
scrolling; and
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(2) Must be in capital letters, bolded,
offset from the other text by use of a
border, and at least one font size larger
than any other text (exclusive of head-
ings) used in the communication.

(d) A converting credit union must
provide the Regional Director with a
copy of any share insurance commu-
nication that the credit union will
make during the voting period. The Re-
gional Director must receive the copy
at or before the time the credit union
makes it available to members. The
converting credit union must inform
the Regional Director when the com-
munication is to be made, to which
members it will be directed, and how it
will be disseminated. For purposes of
this section, the voting period begins
on the date of the board of director’s
resolution to seek conversion or termi-
nation and ends on the date the mem-
ber voting closes.

(e) The Regional Director may take
appropriate action, including dis-
approving a conversion, if he or she de-
termines that a converting credit
union, by inclusion or omission of in-
formation in a share insurance commu-
nication, materially mislead or mis-
informed its membership. For example,
the Regional Director will treat any
share insurance communication that
compares the relative strength, safety,
or claims paying ability of a private in-
surer with that of the National Credit
Union Share Insurance Fund as materi-
ally misleading if the comparison fails
to mention that the federal insurance
provided by the NCUA is backed by the
full faith and credit of the United
States government.

Subpart C—Forms

§708b.301 Conversion of insurance
(State Chartered Credit Union).

Unless the Regional Director ap-
proves the use of different forms, a
state chartered credit union must use
the forms in this section in connection
with a conversion to nonfederal insur-
ance.

(a) Form letter notifying NCUA of in-
tent to convert:

(insert name), NCUA Regional Director
(insert address of NCUA Regional Director)
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