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§705.1 Authority, purpose, and scope.

(a) This part 705 is issued by the Na-
tional Credit Union Administration
(NCUA) under section 130 of the Fed-
eral Credit Union Act, 12 U.S.C. 1772¢c-
1, which implements the Community
Development Credit Union Revolving
Loan Fund Transfer Act (Pub. L. 99—
609, 100 Stat. 3475 (Nov. 6, 1986)).

(b) This part describes how NCUA
makes money available to credit
unions from its Community Develop-
ment Revolving Loan Fund (Fund).
NCUA administers the Fund and makes
both loans and technical assistance
grants to credit unions in accordance
with the eligibility criteria and other
qualifications, subject to the terms and
conditions set out in this part. All
loans and technical assistance grants
made under this part are subject to
funds availability and NCUA’s discre-
tion.

(c) NCUA’s policy is to revolve the
loan funds to credit unions as often as
practical in order to achieve maximum
economic impact on as many credit
unions as possible.

(d) The financial awards provided to
credit unions through the Fund will
better enable them to support the com-
munities in which they operate; pro-
vide basic financial services to low-in-
come residents of these communities,
and result in more opportunities for

§705.2

the residents of those communities to
improve their financial circumstances.

(e) The Fund is intended to support
the efforts of credit unions through
loans and technical assistance grants
needed for:

(1) Providing basic financial and re-
lated services to residents in their
communities;

(2) Enhancing their capacity to bet-
ter serve their members and the com-
munities in which they operate; and

(3) Responding to emergencies.

[76 FR 67587, Nov. 2, 2011, as amended at 81
FR 85112, Nov. 25, 2016]

§705.2 Definitions.

For purposes of this part, the fol-
lowing terms shall have the meanings
assigned to them in this section.

Application means a form supplied by
the NCUA by which a Qualifying Credit
Union may apply for a loan or a tech-
nical assistance grant from the Fund.

Loan is an award in the form of an
extension of credit from the Fund to a
Participating Credit Union that must
be repaid, with interest.

Low-income Members are those mem-
bers defined in §701.34 of this chapter.

Notice of Funding Opportunity means
the Notice NCUA publishes describing
one or more loan or technical assist-
ance grant programs or initiatives cur-
rently being supported by the Fund and
inviting Qualifying Credit Unions to
submit applications to participate in
the program(s) or initiatives(s).

Participating Credit Union refers to a
Qualifying Credit Union that has sub-
mitted an application for a loan or a
technical assistance grant from the
Fund which has been approved by
NCUA. A Participating Credit Union
shall not be deemed to be an agency,
department, or instrumentality of the
United States because of its receipt of
a financial award from the Fund.

Program means the Community De-
velopment Revolving Loan Fund Pro-
gram under which NCUA makes loans
and technical assistance grants avail-
able to credit unions.

Qualifying Credit Union means a cred-
it union that may be, or has agreed to
be, examined by NCUA, with a current
low-income designation pursuant to
§701.34(a)(1) or §741.204 of this chapter
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or, in the case of a non-federally in-
sured credit union, a low-income des-
ignation from a state regulator, made
under appropriate state standards with
the concurrence of NCUA. Services to
low-income members must include, at
a minimum, offering share accounts
and loans.

Technical Assistance Grant means an
award of money from the Fund to a
Participating Credit Union that does
not have to be repaid.

[81 FR 85112, Nov. 25, 2016, as amended at 85
FR 62212, Oct. 2, 2020]

§705.3 Eligibility requirements.

To be eligible to receive a CDRLF
award, in the form of either a loan or
a technical assistance grant, a Quali-
fying Credit Union must, within the
timeframes specified in any Notice of
Funding Opportunity:

(a) Complete and submit an Applica-
tion; and

(b) Meet the underwriting standards
established by NCUA, including those
pertaining to financial viability, as set
forth in the Application and any re-
lated materials developed by NCUA.

§705.4 Permissible uses of loan funds.

NCUA may make loans from the
Fund to Participating Credit Unions
for various uses. The following is a
non-exhaustive list of permissible uses
or projects:

(a) Development of new products or
services for members, including new or
expanded share draft or credit card pro-
grams;

(b) Partnership arrangements with
community-based service organizations
or government agencies;

(c) Loan programs, including, but not
limited to, microbusiness loans, pay-
day loan alternatives, education loans,
and real estate loans;

(d) Acquisition, expansion, or im-
provement of office space or equip-
ment, including Dbranch facilities,
ATMs, and electronic banking facili-
ties; and

(e) Operational programs such as se-
curity or disaster recovery.

§705.5 Terms and conditions for loans.

(a) NCUA may make loans, in such
amounts and subject to such terms and
conditions as it may determine, from

12 CFR Ch. VII (1-1-25 Edition)

the Fund to
Unions.

(b) Funding Limits. NCUA will publish
any applicable loan funding limits in
the applicable Notice of Funding Op-
portunity.

(c) Recording of a loan. At the discre-
tion of NCUA, a loan will be recorded
by a Participating Credit Union as ei-
ther a note payable or a nonmember
deposit.

(d) Interest rate. The rate of interest
on loans is governed by the CDRLF
Loan Interest Rate Policy, which can
be found on NCUA’s Web site or by con-
tacting NCUA’s Office of Credit Union
Resources and Expansion. The specific
interest rate for a particular funding
will be announced in the related Notice
of Funding Opportunity. The Board
will announce changes, if any, to the
CDRLF Loan Interest Rate Policy and
those changes will apply to loans made
under future Notices of Funding Oppor-
tunities.

(e) Repayment and maturity. (1)
Awards made available through loans,
whether recorded as a note payable or
nonmember deposit, must be repaid to
NCUA. All loans will be scheduled for
repayment consistent with sound busi-
ness practices and the objectives of the
Program, but in no case will the term
exceed five years.

(2) Interest payments will be required
semiannually beginning six months
after the initial distribution of a loan.

(3) NCUA may allow flexible repay-
ment of loan principal. Details and spe-
cific provisions will be addressed in the
Notice of Funding Opportunity and
other program materials.

(f) Acceleration. The terms of each
loan agreement will provide for the im-
mediate acceleration of the unpaid bal-
ance for breach or default in perform-
ance by the Participating Credit Union
of the terms or conditions of the loan.
Default and breach include misrepre-
sentation; failure to make interest or
principal payments when due; failure
to file required reports; insolvency of
the Participating Credit Union; and, if
required by NCUA, failure to maintain
adequate matching funds for the dura-
tion of the loan. Other specific causes
of default and breach will be identified
in the loan documents between the
Participating Credit Union and NCUA.

Participating Credit
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The unpaid balance will also be accel-
erated and immediately due if any part
of the loan funds are improperly used
or if uninvested loan proceeds remain
unused for an unreasonable or unjusti-
fied period of time.

(g8) Matching requirements. At its dis-
cretion, NCUA may require a Partici-
pating Credit Union to develop and im-
plement a plan to match all or a por-
tion of the funds represented by loan
proceeds. Such requirement will be
based on the financial condition of the
Participating Credit Union, which will
be evaluated under criteria contained
in the related Notice of Funding Oppor-
tunity. Matching funds must be from
non-governmental member or non-
member share deposits. Participating
Credit TUnions required to provide
matching funds are subject to the fol-
lowing general provisions and any
other conditions in the related Notice
of Funding Opportunity and agree-
ments between the Participating Cred-
it Union and NCUA:

(1) Loan monies made available gen-
erally must be matched by the Partici-
pating Credit Union in an amount
equal to the loan amount. Any loan
monies matched by nonmember share
deposits are not subject to the 20% lim-
itation on nonmember deposits under
§701.32 of this chapter. Participating
Credit Unions must maintain the in-
crease in the total amount of share de-
posits for the duration of the loan.
Once the loan is repaid, nonmember
share deposits accepted to meet the
matching requirement are subject to
§701.32 of this chapter.

(2) Upon approval of its loan applica-
tion, and before it meets its matching,
if required, a Participating Credit
Union may receive the entire loan
commitment in a single payment. If, at
NCUA’s discretion, any funds are with-
held, the remainder of the funds com-
mitted will be available to the Partici-
pating Credit Union only after it has
documented that it has met the match
requirement.

(3) Failure of a Participating Credit
Union to generate the required match
within the time specified in the loan
documents may result in the reduction
of the 1loan proportionate to the
amount of match actually generated.
Payment of any additional funds ini-
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tially approved may be limited as ap-
propriate to reflect the revised amount
of the loan approved. Any funds al-
ready advanced to the Participating
Credit Union in excess of the revised
amount of loan approval must be re-
paid immediately to NCUA. Failure to
repay such funds to NCUA upon de-
mand may result in the default of the
entire loan.

(h) Other terms and conditions. Other
terms and conditions pertaining to
loans, including but not necessarily
limited to duration, repayment obliga-
tions, security agreements (if any), and
covenants, will be specified in the re-
lated Notice of Funding Opportunity or
applicable loan documents to be signed
by the Participating Credit Union.

[76 FR 67587, Nov. 2, 2011, as amended at 81
FR 85112, Nov. 25, 2016; 82 FR 60292, Dec. 20,
2017]

§705.6 Terms and conditions for tech-
nical assistance grants.

(a) Participating Credit Unions must
comply with the terms and conditions
for technical assistance grants speci-
fied for each funding opportunity of-
fered under a Notice of Funding Oppor-
tunity.

(b) NCUA will establish applicable
funding limits for technical assistance
grants in the Notice of Funding Oppor-
tunity.

[81 FR 85112, Nov. 25, 2016]

§705.7 Application and award proc-
esses.

(a) Notice of Funding Opportunity.
NCUA will publish a Notice of Funding
Opportunity in the FEDERAL REGISTER
and on its Web site. The Notice of
Funding Opportunity will describe the
loan and technical assistance grant
programs for the period in which funds
are available. It also will announce
special initiatives, the amount of funds
available, funding priorities, permis-
sible uses of funds, funding limits,
deadlines, and other pertinent details.
The Notice of Funding Opportunity
will also advise potential applicants on
how to obtain an Application and re-
lated materials. NCUA may supple-
ment the information contained in the
Notice of Funding Opportunity through
such other media as it determines ap-
propriate, including Letters to Credit
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Unions, press releases, direct notices to
Qualifying Credit Unions, and an-
nouncements on its Web site.

(b) Application requirements. A Quali-
fying Credit Union must demonstrate a
sound financial position and ability to
manage its day-to-day business affairs.
It also must show that its planned use
of proceeds is consistent with the pur-
pose of the Program, the requirements
of this part, and the related Notice of
Funding Opportunity. The related No-
tice of Funding Opportunity may in-
clude additional details and require-
ments.

(1) Applications to participate and
qualify for a loan or technical assist-
ance grant under the Program may be
obtained from the National Credit
Union Administration as outlined in
the related Notice of Funding Oppor-
tunity.

(2) With respect to loans, NCUA will
also require a Qualifying Credit Union
to develop and submit a narrative de-
scribing how the Qualifying Credit
Union intends to use the money ob-
tained from the Fund to enhance the
products or services it provides to its
membership and how those enhanced
products or services support the mem-
bership and community served by the
Qualifying Credit Union.

(3) In addition to those items re-
quired in this section, a Qualifying
Credit Union that is a non-federally in-
sured credit union must also include
the following:

(i) A copy of its most recent external
audit report;

(ii) Proof of deposit and surety bond
insurance which states the maximum
insurance levels permitted by the poli-
cies;

(iii) A balance sheet, an income and
expense statement, and a schedule of
delinquent loans, for each of the four
most recent quarter-ends;

(iv) Documentation of the credit
union’s status as a low-income credit
union by the appropriate state super-
visory agency consistent with NCUA
Rules and Regulations at §§701.34(a)
and 741.204(b); and

(v) An agreement to be subject to ex-
amination by NCUA.

(c) Evaluation and selection of Quali-
fying Credit Unions. NCUA will gen-
erally evaluate applications submitted

12 CFR Ch. VII (1-1-25 Edition)

by Qualifying Credit Unions in accord-
ance with the criteria described in this
section. Nothing in this section, how-
ever, precludes NCUA from considering
other criteria included in the related
Notice of Funding Opportunity that
NCUA determines to be necessary
based on the type of funding initiative,
economic environment, or other fac-
tors or conditions that warrant the
evaluation of additional or alternative
criteria. Generally, NCUA will evaluate
complete applications to determine if
the Qualifying Credit Union satisfies
the following:

(1) Financial and Performance. The
Qualifying Credit Union must exhibit a
safe and sound financial condition, in-
cluding a demonstrated ability to per-
form the requirements associated with
the type of award being sought and
compliance with NCUA’s underwriting
standards. In this respect, NCUA will
consider the Qualifying Credit Union’s
long-term financial viability, including
absence of indicators suggesting the
Qualifying Credit Union is a candidate
for merger, a purchase and assumption
transaction, or conservatorship. NCUA
will also consider the Qualifying Credit
Union’s compliance with the provisions
of any previous loan or technical as-
sistance grant received. NCUA may
also consider information concerning
the Qualifying Credit Union to which it
already has access, including informa-
tion obtained through the examination
process and data contained in Call Re-
ports.

(2) Compatibility. NCUA will evaluate
whether the stated objectives to be ac-
complished through the use of the loan
or technical assistance grant proceeds
conform to the broad purposes and ra-
tionale underlying the Fund. Specifi-
cally, NCUA will consider whether the
award will enable the Qualifying Credit
Union to provide basic financial prod-
ucts and related services to its mem-
bers or enhance its capacity to better
serve its members and the community
in which it operates. NCUA will also
consider whether the use of the finan-
cial award will conform to any applica-
ble funding priority, special initiative,
or special instruction announced in the
related Notice of Funding Opportunity.

(3) Feasibility. NCUA will consider the
likelihood of the Qualifying Credit
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Union’s success in accomplishing its
stated objectives, based on its Applica-
tion and the factors NCUA determines
are relevant.

(4) Examination Information and Appli-
cable Concurrence. In evaluating a
Qualifying Credit Union, NCUA will
consider all information provided by
NCUA staff or state supervisory au-
thority staff that performed the Quali-
fying Credit Union’s most recent exam-
ination. In addition:

(i) NCUA will only provide a loan to
a qualifying federal credit union with
the concurrence of that credit union’s
supervising Regional Director; and

(ii) NCUA will only provide a loan to
a qualifying state-charted credit union
with the written concurrence of the ap-
plicable Regional Director and the
credit union’s state supervisory au-
thority. A qualifying state-chartered
credit union should notify its state su-
pervisory authority that it is applying
for a loan from the Fund before sub-
mitting its application to NCUA. How-
ever, a qualifying state-chartered cred-
it union is not required to obtain con-
currence before applying for a loan.
NCUA will obtain the concurrence di-
rectly from the state supervisory au-
thority rather than through the quali-
fying state-chartered credit union. Ad-
ditionally, before NCUA will provide a
loan to a qualifying state-charted cred-
it union the credit union must make
copies of its state examination reports
available to NCUA and agree to exam-
ination by NCUA.

(d) Requests for additional information.
NCUA will make its funding deter-
minations among the several qualified
Applications based on its discretion
and consideration of which best meet
the priorities and initiatives estab-
lished and announced by NCUA. During
its evaluation process, however, NCUA
may request a Qualifying Credit Union
to provide additional -clarifying or
technical information to support its
application. NCUA may determine not
to provide further consideration of any
Application failing to provide addi-
tional required information.

(e) Timing. NCUA will announce, in
the related Notice of Funding Oppor-
tunity, the deadline for Qualifying
Credit Unions to submit all required
documentation, including the Applica-

§705.8

tion. Failure to submit all of the re-
quested information or to submit the
information within the timeframe
specified in the Notice of Funding Op-
portunity, or in the case of requests for
additional clarifying or technical infor-
mation, within the time specified by
NCUA, may result in rejection of the
Application without further consider-
ation.

(f) Notice of Award. NCUA will deter-
mine whether an application meets
NCUA’s standards established by this
part and the related Notice of Funding
Opportunity. NCUA will provide writ-
ten notice to a Qualifying Credit Union
as to whether or not it has qualified for
a loan or technical assistance grant
under this part. A Qualifying Credit
Union whose application has been de-
nied for failure of a qualification may
appeal that decision in accordance with
§705.10 of this part.

(g) Disbursement—(1) Loans. Before
NCUA will disburse a loan, the Partici-
pating Credit Union must sign the loan
agreement, promissory note, and any
other loan related documents. NCUA
may, in its discretion, choose not to
disburse the entire amount of the loan
at once.

(2) Technical Assistance Grants. NCUA
will disburse technical assistance
grants in such amounts, and in accord-
ance with such terms and conditions,
as NCUA may establish. In general,
technical assistance grants are pro-
vided on a reimbursement basis, to
cover expenditures approved in ad-
vance by NCUA and supported by re-
ceipts evidencing payment by the Par-
ticipating Credit Union.

[76 FR 67587, Nov. 2, 2011. Redesignated and
amended at 81 FR 85112, Nov. 25, 2016; 85 FR
62212, Oct. 2, 2020]

§705.8 Urgency.

On an emergency basis, subject to
funds availability, NCUA may consider
a funding request from a Qualifying
Credit Union experiencing an un-
planned or unexpected expense that the
Qualifying Credit Union is unable to
meet with its own resources. The
Qualifying Credit Union must dem-
onstrate a compelling need for imme-
diate assistance without which its con-
tinued operations would be threatened
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or severely disrupted. NCUA, in its dis-
cretion, will determine whether the sit-
uation constitutes an emergency and if
the Qualifying Credit Union is required
to submit any additional information
to show why the funds are needed on an
emergency basis. NCUA will determine
and substantiate any reason to expe-
dite funding in such case. Requests for
loans or technical assistance grants
under this section will be addressed on
an ongoing basis and are outside the
scope of the related Notice of Funding
Opportunity. Technical assistance
grants and loans provided on this basis
must still demonstrate a purpose con-
sistent with the goals of the Fund.
Loans and technical assistance grants
made under this section are not antici-
pated to be a regular source of funding
for any Qualifying Credit Unions.

[76 FR 67587, Nov. 2, 2011. Redesignated at 81
FR 85112, Nov. 25, 2016]

§705.9 Reporting and monitoring.

(a) General. NCUA’s policy is to mon-
itor Participating Credit Unions to as-
sure that loan and technical assistance
grant funds awarded under this part
have been used in accordance with
their intended purposes and to deter-
mine whether anticipated outcomes
have been achieved. Particular empha-
sis will be placed on reviewing loan
funds earmarked for programs or ini-
tiatives proposed by the Participating
Credit Union to determine if the funds
have been used as represented and
whether the program or initiative has
had the impact anticipated by the Par-
ticipating Credit Union.

(b) Reporting—(1) Reporting to NCUA.
A Participating Credit Union must
complete and submit to NCUA all re-
quired reports, at such times and in
such formats as NCUA will direct. Such
reports must describe how the Partici-
pating Credit Union has used the loan
or technical assistance grant proceeds
and the results it has obtained, in rela-
tion to the programs, policies, or ini-
tiatives identified by the Participating
Credit Union in its application. NCUA
may request additional information as
it determines appropriate.

(2) Reporting to Members—(i) Loans. A
Participating Credit Union that re-
ceives a loan under this part must re-
port on the progress of providing need-

12 CFR Ch. VII (1-1-25 Edition)

ed community services to the Partici-
pating Credit Union’s members once a
year, either at the annual meeting or
in a written report sent to all mem-
bers. The Participating Credit Union
must also submit to NCUA the written
report or a summary of the report pro-
vided to members.

(ii) Technical Assistance Grants. A
Participating Credit Union that re-
ceives a technical assistance grant
under this part should report on the
progress of providing needed commu-
nity services to the Participating Cred-
it Union’s members once a year, either
at the annual meeting or in a written
report sent to all members.

(c) Monitoring. At its discretion, for
verification purposes and as part of its
evaluation of the effectiveness of the
loan and technical assistance grant
programs, NCUA may elect to review
information concerning Participating
Credit Unions to which it already has
access, including information obtained
through the examination process and
data contained in Call Reports.

[76 FR 67587, Nov. 2, 2011, as amended at 81
FR 85113, Nov. 25, 2016]

§705.10 Appeals.

(a) Appeals of non-qualification. A
Qualifying Credit Union whose applica-
tion for a loan or technical assistance
grant has been denied under §705.7(f)
for failure to satisfy any of the condi-
tions set forth in §705.7(c), including
any additional criteria set forth in the
related notice of funding opportunity,
may request the Director of the Office
of Small Credit Union Initiatives to re-
consider the denial and/or appeal that
decision to the NCUA Board in accord-
ance with the procedures set forth in
subpart B to part 746 of this chapter,
subject to the following limitations:

(1) Scope. The scope of the Board’s re-
view is limited to the threshold ques-
tion of qualification and not the issue
of whether, among qualified applicants,
a particular loan or technical assist-
ance grant is funded.

(2) Appeals procedures inapplicable.
The foregoing procedure applies during
an open period in which funds are
available and NCUA has called for ap-
plications. NCUA will reject any appli-
cation submitted during a period in
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which NCUA has not called for applica-
tions, except for applications sub-
mitted under §705.8. Such rejections
are not subject to appeal or review by
the NCUA Board.

(b) Appeals of technical assistance
grant reimbursement denials. Pursuant to
NCUA Interpretative Ruling and Policy
Statement 11-1, any Participating
Credit Union may appeal a denial of a
technical assistance grant reimburse-
ment to NCUA’s Supervisory Review
Committee. All appeals of technical as-
sistance grant reimbursements must be
submitted to the Supervisory Review
Committee within 30 days from the
date of the denial. The decisions of the
Supervisory Review Committee are
final and may not be appealed to the
NCUA Board.

[81 FR 85113, Nov. 25, 2016, as amended at 82
FR 50293, Oct. 30, 2017]
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otherwise noted.

§707.1 Authority, purpose,
and effect on State laws.

(a) Authority. This regulation is
issued by the National Credit Union
Administration to implement the
Truth in Savings Act of 1991 (TISA),
contained in the Federal Deposit Insur-
ance Corporation Improvement Act of
1991, 12 U.S.C. 3201 et seq., Pub. L. 102-

coverage

§707.2

242, 105 Stat. 2236. Information collec-
tion requirements in this regulation
have been approved by the Office of
Management and Budget under the pro-
visions of 44 U.S.C. 3501 et seq. and have
been assigned OMB No. 3133-0134.

(b) Purpose. The purpose of this part
is to enable credit union members and
potential members to make informed
decisions about accounts at credit
unions. This part requires credit
unions to provide disclosures so that
members and potential members can
make meaningful comparisons among
credit unions and depository institu-
tions.

(c) Coverage. This part applies to all
credit unions whose accounts are ei-
ther insured by, or eligible to be in-
sured by, the National Credit Union
Share Insurance Fund, except for any
credit union that has been designated
as a corporate credit union by the Na-
tional Credit Union Administration
and any credit union that has $2 mil-
lion or less in assets, after subtracting
any nonmember deposits, and is deter-
mined to be nonautomated by the Na-
tional Credit Union Administration. In
addition, the advertising rules in §707.8
apply to any person who advertises an
account offered by a credit union, in-
cluding any person who solicits any
amount from any other person for
placement in a credit union.

(d) Effect on state laws. State law re-
quirements that are inconsistent with
the requirements of the TISA and this
part are preempted to the extent of the
inconsistency.

[68 FR 50445, Sept. 27, 1993, as amended at 61
FR 68129, Dec. 27, 1996; 74 FR 36103, July 22,
2009]

§707.2 Definitions.

For purposes of this part, the fol-
lowing definitions apply:

(a) Account means a share or deposit
account at a credit union held by or of-
fered to a member or potential mem-
ber. It includes, but is not limited to,
accounts such as share, share draft,
checking and term share accounts. For
purposes of the advertising regulations
in §707.8, the term also includes an ac-
count at a credit union that is held by
or offered by a share or deposit broker.
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