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portfolio of unused member business
loan commitments; and

(h) Allowance. Negative one hundred
percent (—100%) of the balance of the

§702.107

Allowance for Loan and Lease Losses
account, not to exceed the equivalent
of one and one-half percent (1.5%) of
total loans outstanding.

TABLE 4 -- §702.106 STANDARD CALCULATION OF RBNW REQUIREMENT

Risk portfolio Amount of risk portfolio (as percent of quarter-end total | Risk weighting
assets) to be multiplied by risk weighting
(a) Long-term real estate loans 0 to 25.00% .06
over 25.00% 14
(b) MBLs outstanding 0 to 15.00% .06
>15.00% to 25.00% .08
over 25.00% 14
(c) Investments By weighted-average life: Oto 1 year .03
>1year to 3 years .06
>3 years to 10 years 12
>10 years .20
(d) Low-risk assets All % .00
(e) Average-risk assets Al % .06
() Loans sold with recourse All % .06
{g) Unused MBL commitments All % .06
(h) Allowance Limited to equivalent of 1.50% of total loans {1.00)
(expressed as a percent of total assets)
A credit union's RBNW requirement is the sum of eight standard components. A standard component is calculated for each of the
eight risk portfolios, equal to the sum of each amount of a risk portfolio times its risk weighting. A credit union is classified
“undercapitalized” if its net worth ratio is less than its applicable RBNW requirement,

[65 FR 44966, July 20, 2000, as amended at 67 FR 71088, Nov. 29, 2002; 68 FR 56547, Oct. 1, 2003]

§702.107 Alternative components for
standard calculation.

A credit union may substitute one or
more alternative components below, in
place of the corresponding standard
components in §702.106 above, when
any alternative component amount, ex-
pressed as a percentage of the credit
union’s quarter-end total assets as re-
flected in its most recent Call Report,
rounded to two decimal places, is
smaller (Table 5):

(a) Long-term real estate loans. The
sum of:

(1) Non-callable. Non-callable
term real estate loans as follows:

(i) Eight percent (8%) of the amount
of such loans with a remaining matu-
rity of greater than 5 years, but less
than or equal to 12 years;

long-

(i) Twelve percent (12%) of the
amount of such loans with a remaining
maturity of greater than 12 years, but
less than or equal to 20 years; and

(iii) Fourteen percent (14%) of the
amount of such loans with a remaining
maturity greater than 20 years;

(2) Callable. Long-term real estate
loans callable in 5 years or less as fol-
lows:

(i) Six percent (6%) of the amount of
such loans with a documented call pro-
vision of 5 years or less and with a re-
maining maturity of greater than 5
years, but less than or equal to 12
years;

(if) Ten percent (10%) of the amount
of such loans with a documented call
provision of 5 years or less and with a
remaining maturity of greater than 12
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§702.107

years, but less than or equal to 20
years; and

(iii) Twelve percent (12%) of the
amount of such loans with a docu-
mented call provision of 5 years or less
and with a remaining maturity of
greater than 20 years;

(b) Member business loans outstanding.
The sum of:

(1) Fixed rate. Fixed-rate member
business loans outstanding as follows:

(i) Six percent (6%) of the amount of
such loans with a remaining maturity
of 3 or fewer years;

(if) Nine percent (9%) of the amount
of such loans with a remaining matu-
rity greater than 3 years, but less than
or equal to 5 years;

(iii) Twelve percent (12%) of the
amount of such loans with a remaining
maturity greater than 5 years, but less
than or equal to 7 years;

(iv) Fourteen percent (14%) of the
amount of such loans with a remaining
maturity greater than 7 years, but less
than or equal to 12 years; and

(v) Sixteen percent (16%) of the
amount of such loans with a remaining
maturity greater than 12 years; and

(2) Variable-rate. Variable-rate mem-
ber business loans outstanding as fol-
lows:

(i) Six percent (6%) of the amount of
such loans with a remaining maturity
of 3 or fewer years;

(i) Eight percent (8%) of the amount
of such loans with a remaining matu-
rity greater than 3 years, but less than
or equal to 5 years;

(iii) Ten percent (10%) of the amount
of such loans with a remaining matu-
rity greater than 5 years, but less than
or equal to 7 years;

(iv) Twelve percent (12%) of the
amount of such loans with a remaining

12 CFR Ch. VII (1-1-08 Edition)

maturity greater than 7 years, but less
than or equal to 12 years; and

(v) Fourteen percent (14%) of the
amount of such loans with a remaining
maturity greater than 12 years.

(¢) Investments. The sum of:

(1) Three percent (3%) of the amount
of investments with a weighted-aver-
age life (as specified in §702.105 above)
of one (1) year or less;

(2) Six percent (6%) of the amount of
investments with a weighted-average
life greater than one (1) year, but less
than or equal to three (3) years;

(3) Eight percent (8%) of the amount
of investments with a weighted-aver-
age life greater than three (3) years,
but less than or equal to five (5) years;

(4) Twelve percent (12%) of the
amount of investments with a weight-
ed-average life greater than five (5)
years, but less than or equal to seven
(7) years;

(5) Sixteen percent (16%) of the
amount of investments with a weight-
ed-average life greater than seven (7)
years, but less than or equal to ten (10)
years; and

(6) Twenty percent (20%) of the
amount of investments with a weight-
ed-average life greater than ten (10)
years.

(d) Loans sold with recourse. The alter-
native component is the sum of:

(1) Six percent (6%) of the amount of
loans sold with contractual recourse
obligations of six percent (6%) or great-
er; and

(2) The weighted average recourse
percent of the amount of loans sold
with contractual recourse obligations
of less than six percent (6%), as com-
puted by the credit union.
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TABLE 5—§702.107 ALTERNATIVE COMPONENTS FOR STANDARD CALCULATION

(a) LONG-TERM REAL ESTATE LOANS

Amount of long-term real estate loans Alternative risk weighting
by remaining maturity

Non-calfable long-term real estate loans

Remaining maturity:

> 5 years to 12 years 08
> 12 years to 20 years A2
> 20 years 14

Long-term real estate loans callable in 5 years or less

Remaining matunty:

> 5 years to 12 years .06
> 12 years to 20 years .10
> 20 years 12

The “alternative component” is the sum of each amount of the “long-term real estate loans” risk
portfolio by non-“callable” and “callable” characteristic and by remaining maturity (as a percent of
quarter-end total assets) times its alternative factor. Substitute for corresponding standard
component if smaller.

{b) MEMBER BUSINESS LOANS
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(c) INVESTMENTS

Amount of investments by weighted- Alternative risk weighting
average life

0 to 1 year .03

>1 year to 3 years .06

>3 years to 5 years .08

>5 years to 7 years A2

>7 years to 10 years .16

> 10 years 20

The "alternative component” is the sum of each amount of the Investments risk portfolio by weighted-average
life (as a percent of quarter-end total assets) times its alternative factor. Substitute for corresponding standard
component if smaller.
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12 CFR Ch. VII (1-1-08 Edition)

(d) LoANS SoLD WITH RECOURSE

Amount of loans by recourse

Alternative risk weighting

Recourse 6% or greater

.08

Recourse <6%

Weighted average recourse percent

The “alternative component” is the sum of each amount of the “loans sold with recourse” risk portfolio by level
of recourse (as a percent of quarter-end total assets) times its alternative factor. The alternative factor for
loans sold with recourse of less than 6% is equal to the weighted average recourse percent on such loans. A
credit union must compute the weighted average recourse percent for its loans sold with recourse of less than
six percent (6%). Substitute for corresponding standard component if smaller.

[65 FR 44966, July 20, 2000, as amended at 67 FR 71088, Nov. 29, 2002]

§702.108 Risk mitigation credit.

(@) Who may apply. A credit union
may apply for a risk mitigation credit
if on any of the current or three pre-
ceding effective dates of classification
it either failed an applicable RBNW re-
quirement or met it by less than 100
basis points.

(b) Application for credit. Upon appli-
cation pursuant to guidelines duly
adopted by the NCUA Board, the NCUA
Board may in its discretion grant a
credit to reduce a risk-based net worth
requirement under §§702.106 and 702.107
upon proof of mitigation of:

(1) Credit risk; or

(2) Interest rate risk as demonstrated
by economic value exposure measures.

(c) Application by FISCU. In the case
of a FISCU seeking a risk mitigation
credit—

(1) Before an application under para-
graph (a) above may be submitted to
the NCUA Board, it must be submitted
in duplicate to the appropriate State
official and the appropriate Regional
Director; and

(2) The NCUA Board, when evalu-
ating the application of a FISCU, shall
consult and seek to work cooperatively
with the appropriate State official, and
shall provide prompt notice of its deci-
sion to the appropriate State official.

[65 FR 44971, July 20, 2000, as amended at 67
FR 71089, Nov. 29, 2002]
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