
422

12 CFR Ch. VII (1–1–98 Edition) § 708a.6

(c) Notice of Approval to members. If
the proposal for merger or conversion
is approved by the membership and the
NCUA Board, prompt and reasonable
notice shall be given to all members.

§ 708a.6 Certification and completion
of merger or conversion.

(a) Certification of vote. The board of
directors shall certify the results of the
membership vote to the Regional Di-
rector within 10 days after the vote is
taken.

(b) Completion. Upon approval of the
proposal by NCUA, the state super-
visory authority (where the credit
union is state chartered), the members
and any federal agency with approval
or regulatory authority for the trans-
action, the credit union may complete
the merger or conversion.

(c) Certification of completion. Within
30 days after the effective date of the
merger or conversion, the board of di-
rectors of the continuing institution
shall certify the completion of the
transaction to the Regional Director.

(d) Cancellation of charter and insur-
ance. Upon NCUA’s receipt of certifi-
cation that the transaction has been
completed, the charter of the federal
credit union (if applicable) and the in-
surance certificate of the federally in-
sured credit union will be canceled.

APPENDIX A TO PART 708a—NOTICE TO
MEMBERS OF SPECIAL MEETING, DIS-
CLOSURE AND BALLOT

(1) The Notice of Special Meeting must in-
clude the following:

(a) The date, time and place of the Meet-
ing;

(b) A description of the matters to be voted
upon at the Special Meeting;

(c) A statement in a prominent location in
bold letters that ‘‘A DISCLOSURE STATE-
MENT HAS BEEN PROVIDED TO YOU
WITH THIS NOTICE OF SPECIAL MEET-
ING. THE DISCLOSURE MUST BE READ
BEFORE VOTING ON THE PROPOSED
(‘‘CONVERSION’’ or ‘‘MERGER’’, as appro-
priate)’’, and

(d) A statement that a Mail Ballot for the
Special Meeting is enclosed.

(2) The Disclosure provided with the Notice
must at a minimum provide the following in-
formation to the members:

(a) Factual information about the credit
union, i.e. name and address of credit union
and telephone number of contact person;

(b) Summary of the proposal which shall
contain but not necessarily be limited to

current financial reports for the credit union
and the other institution if a merger is pro-
posed; a projected financial report for the
continuing institution; analyses of share val-
ues; an explanation of any proposed share ad-
justments; and an explanation of any
changes relative to insurance such as insur-
ance of member accounts and life savings
and loan protection insurance.

(c) Summary of the direct and indirect
benefits to the credit union members, as well
as any disadvantages, including a clear ex-
planation of the nature of the change in the
members’ ownership interest in the reserves
and undivided earnings of the credit union as
a result of the merger or conversion;

(d) Summary of the direct and indirect
benefits to management and other key per-
sons at the credit union and at the new insti-
tution, including a comparison of salaries for
those individuals employed by both the cred-
it union and the new institution; copies of
the certifications from the directors and
committee members that they will receive
no compensation either directly or indi-
rectly from the new institution for a period
of two years; and disclosure of any relation-
ship by blood or marriage, of any of the offi-
cers, directors, key personnel or principal
stockholders of the proposed institution to
any officials or employees of the credit
union.

(e) For each director, officer, key employee
and consultant of the proposed institution,
state in detail the names, positions, address-
es, age and description of employment and
educational background. Include any peti-
tions for bankruptcy, civil judgments (indi-
cate the plaintiff and the amount of the
judgment), criminal conviction (indicate the
nature of the charge) and any administrative
action taken by a federal or state agency.

(f) Description of how the proposed merger/
conversion results in a new financial institu-
tion without the unique characteristics of a
credit union, for example, that the board of
directors (that is, any new board members,
since § 708a.2(c) prohibits compensation for a
period of 2 years) may be compensated as of-
ficials instead of offering volunteer services,
that the credit union will lose its tax exempt
status, and any changes in the voting power
of members.

(g) A dollar expenditure comparison chart
of the estimated increases/decreases in regu-
latory and insurance fees;

(h) Itemized expenses incurred to date in
the conversion process with an estimate as
to future expenses;

(i) Management’s discussion and analysis
of the proposed conversion, including its eco-
nomic advisability and how it will serve the
needs of the members of the merging or con-
verting credit union;

(j) Business and properties of the proposed
institution—describe in detail the assets of
the credit union and whether these assets
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will be transferred to the proposed institu-
tion and how the members will or will not
benefit from the transfer;

(k) Description and comparison of the com-
petition of the proposed institution and why
the proposed institution believes it can effec-
tively compete;

(l) In any transaction where the new or re-
sulting institution is a stock institution,
identify the principal owners of the proposed
stock institution (those who will beneficially
own directly or indirectly 1% or more of the
common and preferred stock outstanding)
starting with the largest common stock-
holder. Indicate by footnote if the price paid
was for a consideration other than cash and
the nature of any such consideration. Indi-
cate the number of shares to be individually
owned by officers, directors and key person-
nel of the new institution; and

(m) State in bold on the cover ‘‘PLEASE
READ THIS DISCLOSURE DOCUMENT. IT
CONTAINS IMPORTANT INFORMATION
ABOUT YOUR CREDIT UNION.’’

(3) The Mail Ballot must:
(a) State at the top in bold letters using 12

point pitch or greater that ‘‘THE AT-
TACHED DISCLOSURE STATEMENT MUST
BE READ BEFORE VOTING ON THE PRO-
POSED (‘‘CONVERSION’’ or ‘‘MERGER’’, as
appropriate)’’;

(b) The issues for the member to vote on
should be stated as follows:

Please vote for either (a) or (b) by check-
ing the appropriate box.

(a) Approve the merger b

(b) Disapprove the merger b

(c) Advise the member of the right to ter-
minate the mail ballot and attend and vote
at the Special Meeting.

PART 708b—MERGERS OF FEDER-
ALLY-INSURED CREDIT UNIONS;
VOLUNTARY TERMINATION OR
CONVERSION OF INSURED STA-
TUS

Sec.
708b.0 Scope.
708b.1 Definitions.

Subpart A—Mergers

708b.101 Mergers generally.
708b.102 Special provisions for Federal in-

surance.
708b.103 Preparation of merger plan.
708b.104 Submission of merger proposal to

NCUA.
708b.105 Approval of merger proposal by

NCUA.
708b.106 Approval of the merger proposal by

members.
708b.107 Certificate of vote on merger pro-

posal.

708b.108 Completion of merger.

Subpart B—Voluntary Termination or
Conversion of Insured Status

708b.201 Termination of insurance.
708b.202 Notice to members of termination

of insurance.
708b.203 Conversion of insurance.
708b.204 Notice to members of conversion of

insurance.

Subpart C—Forms

708b.301 Termination of insurance.
708b.302 Conversion of insurance.
708b.303 Modifications to notice.

AUTHORITY: 12 U.S.C. 1766, 1785, 1786, 1789.

SOURCE: 52 FR 12374, Apr. 16, 1987. Redesig-
nated at 59 FR 48792, Sept. 23, 1994, unless
otherwise noted.

§ 708b.0 Scope.
(a) Subpart A of this part prescribes

the procedures for merging one or more
credit unions with a continuing credit
union where at least one of the credit
unions is federally insured.

(b) Subpart B of this part prescribes
the procedures and notice requirements
for termination of Federal insurance or
conversion of Federal insurance to non-
federal insurance, including termi-
nation or conversion resulting from a
merger.

(c) Subpart C of this part sets forth
the forms to be used for terminating
Federal insurance or converting from
Federal insurance to nonfederal insur-
ance.

(d) Nothing in this part shall operate
as a restriction or otherwise impair the
authority of NCUA to approve a merger
pursuant to section 205(h) of the Act.

(e) This part does not address proce-
dures or requirements that may be ap-
plicable under state law for a state
credit union.

§ 708b.1 Definitions.
(a) Continuing credit union means the

credit union which will continue in op-
eration after the merger.

(b) Merging credit union means the
credit union which will cease to exist
as an operating credit union at the
time of the merger.

(c) State credit union means any credit
union organized and operated accord-
ing to the laws of any state, the several
territories and possessions of the
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