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has been convicted of any criminal of-
fense involving dishonesty or breach of
trust, or has agreed to enter into a pre-
trial diversion or similar program (pro-
gram entry) in connection with a pros-
ecution for such offense (collectively,
Covered Offenses), may not become, or
continue as, an institution-affiliated
party (IAP) of an insured credit union;
or otherwise participate, directly or in-
directly, in the conduct of the affairs of
any insured credit union without the
prior written consent of the NCUA.
Section 205(d) imposes a ten-year ban
against the Board granting consent for
a person convicted of certain crimes
enumerated in title 18 of the United
States Code (U.S.C.). In order for the
Board to grant consent during the 10-
year period, the Board must file a mo-
tion with, and obtain the approval of,
the sentencing court.

(b) In addition, the law prohibits an
insured credit union from permitting
such a person to engage in any conduct
or to continue any relationship prohib-
ited by section 205(d). Insured credit
unions must therefore make a reason-
able, documented, inquiry to verify an
applicant’s history to ensure that a
person who has a Covered Offense
under section 205(d) is not hired or per-
mitted to participate in its affairs
without the written consent of the
NCUA issued under this subpart. In-
sured credit unions may extend a con-
ditional offer of employment contin-
gent on the completion of a back-
ground check satisfactory to the credit
union to determine if the applicant is
prohibited under section 205(d), but the
applicant may not work for, be em-
ployed by, or otherwise participate in
the affairs of the insured credit union
until the credit union has determined
that the applicant is not prohibited
under section 205(d) (including persons
who have had a consent application ap-
proved).

(c) If there is a conviction or program
entry covered by the prohibitions of
section 205(d), an application under
this subpart must be filed seeking the
NCUA’s consent to become, or to con-
tinue as, an IAP; or to otherwise par-
ticipate, directly or indirectly, in the
affairs of the insured credit union. The
application must be filed, and con-
sented to, prior to serving in any of the
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foregoing capacities unless such appli-
cation is not required under the subse-
quent provisions of this subpart. The
purpose of an application is to provide
the applicant an opportunity to dem-
onstrate that, notwithstanding the
prohibition, a person is fit to partici-
pate in the conduct of the affairs of an
insured credit union without posing a
risk to its safety and soundness or im-
pairing public confidence in that credit
union. The burden is upon the appli-
cant to establish that the application
warrants approval.

(d) The term field office, for purposes
of this subpart, means a Regional Of-
fice or the Office of National Examina-
tions and Supervision, as described in
12 CFR 790.2.

§752.2 Who is covered by section
205(d)?

(a) Persons covered by section 205(d)
include IAPs, as defined by 12 U.S.C.
1786(r), and others who are participants
in the conduct of the affairs of an in-
sured credit union. Therefore, all direc-
tors, officers, and employees of an in-
sured credit union who fall within the
scope of section 205(d), including de
facto employees, as determined by the
NCUA based upon generally applicable
standards of employment law, will also
be subject to section 205(d). Whether
other persons are covered by section
205(d) depends upon their degree of in-
fluence or control over the manage-
ment or affairs of an insured credit
union. For example, section 205(d)
would apply to directors and officers of
affiliates, subsidiaries, or joint ven-
tures of an insured credit union if they
participate in the affairs of the insured
credit union or are able to influence or
control the management or affairs of
the insured credit union. Typically, an
independent contractor does not have a
relationship with the insured credit
union other than the activity for which
the credit union has contracted. How-
ever, an independent contractor who
also influences or controls the manage-
ment or affairs of the insured credit
union would be covered by section
205(d).

(b) The term person, for purposes of
section 205(d), means an individual and
does not include a corporation, firm, or
other business entity.
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