Pt. 712

Interlocks Act with respect to feder-
ally insured credit unions, and may
refer any case of a prohibited inter-
locking relationship involving these
entities to the Attorney General of the
United States to enforce compliance
with the Interlocks Act and this part.
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§712.1 What does this part cover?

This part establishes when a Federal
credit union (FCU) can invest in and
make loans to CUSOs. CUSOs are sub-
ject to review by NCUA. This part does
not apply to corporate credit unions
that have CUSOs subject to §704.11 of
this title. This part does not apply to
state-chartered credit unions or the
subsidiaries of state-chartered credit
unions that do not have FCU invest-
ments or loans.

§712.2 How much can an FCU invest
in, or loan to, CUSOs, and what par-
ties may be involved?

(a) Investments. An FCU’s total in-
vestments in CUSOs must not exceed,
in the aggregate, 1% of its paid-in and
unimpaired capital and surplus as of its
last calendar year-end financial report.
For purposes of paragraphs (a) and (b)
of  this section, “paid-in and
unimpaired capital and surplus’ means
shares and undivided earnings. An FCU
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can only invest in a CUSO as an
equityholder of a corporation, as a
member of a limited liability company,
or as a limited partner of a limited
partnership.

(b) Loans. An FCU’s total loans to
CUSOs must not exceed, in the aggre-
gate, 1% of its paid-in and unimpaired
capital and surplus as of its last cal-
endar year-end financial report. Loan
authority is independent and separate
from the 1% investment authority of
subsection (a) of this section.

(c) Parties. An FCU may invest in, or
loan to, a CUSO by itself, or with other
credit unions, or with non-depository
institution parties not otherwise pro-
hibited by §712.6 of this part.

§712.3 What are the characteristics of
and what requirements apply to
CUSOs?

(a) Structure. An FCU can invest in or
loan to a CUSO only if the CUSO is
structured as a corporation, limited li-
ability company, or limited partner-
ship. For purposes of this part, ‘“‘cor-
poration’ means a legally incorporated
corporation as established and main-
tained under relevant state law. For
purposes of this part, ‘“‘limited partner-
ship” means a legally established lim-
ited partnership as established and
maintained under relevant state law.
For purposes of this part, “limited li-
ability company’” means a legally es-
tablished limited liability company as
established and maintained under rel-
evant state law, provided that the FCU
obtains written legal advice that the
limited liability company is a recog-
nized legal entity under the applicable
laws of the state of formation and that
the limited liability company is estab-
lished in a manner that will limit po-
tential exposure of the FCU to no more
than the amount of funds invested in,
or loaned to, the CUSO.

(b) Customer base. An FCU can invest
in or loan to a CUSO only if the CUSO
primarily serves credit unions, its
membership, or the membership of
credit unions contracting with the
CUSO. However, if in order for the
CUSO to provide a permissible service
it is necessary for the CUSO to own
stock in a service provider not meeting
the customer base requirement, then
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