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receive reasonable compensation for so 
acting, under any written trust instru-
ment or custodial agreement created or 
organized in the United States and 
forming part of a tax-advantaged sav-
ings plan which qualifies or qualified 
for specific tax treatment under sec-
tions 223, 401(d), 408, 408A and 530 of the 
Internal Revenue Code (26 U.S.C. 223, 
401(d), 408, 408A and 530), for its mem-
bers or groups of its members, provided 
the funds of such plans are invested in 
share accounts or share certificate ac-
counts of the Federal credit union. 
Federal credit unions located in a ter-
ritory, including the trust territories, 
or a possession of the United States, or 
the Commonwealth of Puerto Rico, are 
also authorized to act as trustee or 
custodian for such plans, if authorized 
under sections 223, 401(d), 408, 408A and 
530 of the Internal Revenue Code as ap-
plied to the territory or possession 
under similar provisions of territorial 
law. All funds held in a trustee or cus-
todial capacity must be maintained in 
accordance with applicable laws and 
rules and regulations as may be pro-
mulgated by the Secretary of Labor, 
the Secretary of the Treasury, or any 
other authority exercising jurisdiction 
over such trust or custodial accounts. 
The federal credit union shall maintain 
individual records for each participant 
which show in detail all transactions 
relating to the funds of each partici-
pant or beneficiary. 

[55 FR 30211, July 25, 1990, as amended at 63 
FR 14026, Mar. 24, 1998; 65 FR 10934, Mar. 1, 
2000; 69 FR 45238, July 29, 2004] 

§ 724.2 Self-directed plans. 

A federal credit union may facilitate 
transfers of plan funds to assets other 
than share and share certificates of the 
credit union, provided the conditions of 
§ 724.1 are met and the following addi-
tional conditions are met: 

(a) All contributions of funds are ini-
tially made to a share or share certifi-
cate account in the Federal credit 
union; 

(b) Any subsequent transfer of funds 
to other assets is solely at the direc-
tion of the member and the Federal 
credit union exercises no investment 
discretion and provides no investment 
advice with respect to plan assets (i.e., 

the credit union performs only custo-
dial duties); and 

(c) The member is clearly notified of 
the fact that National Credit Union 
Share Insurance Fund coverage is lim-
ited to funds held in share or share cer-
tificate accounts of NCUSIF-insured 
credit unions. 

[55 FR 30211, July 25, 1990, as amended at 69 
FR 45239, July 29, 2004] 

§ 724.3 Appointment of successor trust-
ee or custodian. 

Any plan operated pursuant to this 
part shall provide for the appointment 
of a successor trustee or custodian by a 
person, committee, corporation or or-
ganization other than the Federal cred-
it union or any person acting in his ca-
pacity as a director, employee or agent 
of the Federal credit union upon notice 
from the Federal credit union or the 
Board that the Federal credit union is 
unwilling or unable to continue to act 
as trustee or custodian. 
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AUTHORITY: Secs. 301–307 Federal Credit 
Union Act, 92 Stat. 3719–3722 (12 U.S.C. 1795– 
1795f). 

SOURCE: 44 FR 49437, Aug. 23, 1979, unless 
otherwise noted. 

§ 725.1 Scope. 
This part contains the regulations 

implementing the National Credit 
Union Central Liquidity Facility Act, 
subchapter III of the Federal Credit 

VerDate Aug<31>2005 09:49 Jan 25, 2006 Jkt 208040 PO 00000 Frm 00597 Fmt 8010 Sfmt 8010 Y:\SGML\208040.XXX 208040



588 

12 CFR Ch. VII (1–1–06 Edition) § 725.2 

Union Act. The National Credit Union 
Administration Central Liquidity Fa-
cility is a mixed-ownership Govern-
ment corporation within the National 
Credit Union Administration. It is 
managed by the National Credit Union 
Administration Board and is owned by 
its member credit unions. The purpose 
of the Facility is to improve the gen-
eral financial stability of credit unions 
by meeting their liquidity needs and 
thereby encourage savings, support 
consumer and mortgage lending and 
provide basic financial resources to all 
segments of the economy. 

§ 725.2 Definitions. 
As used in this part: 
(a) Agent means an Agent member of 

the Facility. 
(b) Agent group means an Agent mem-

ber of the Facility consisting of a 
group of central credit unions, one of 
which is designated as the group’s 
Agent group representative and author-
ized to transact business with the Fa-
cility on behalf of the group or any 
member of the group. 

(c) Agent loan means an advance of 
funds by an Agent to a member natural 
person credit union to meet liquidity 
needs which have been the basis for a 
Facility advance. 

(d) Central credit union means a Fed-
eral or state-chartered credit union 
primarily serving other credit unions. 
A credit union is primarily serving 
other credit unions when the total dol-
lar amount of the shares and deposits 
received from other credit unions plus 
loans to other credit unions exceeds 50 
percent of the total dollar amount of 
all shares and deposits plus loans dur-
ing the qualifying period, as defined in 
paragraph (o) of this section. 

(e) Facility or Central Liquidity Facil-
ity means the National Credit Union 
Administration Central Liquidity Fa-
cility. 

(f) Facility advance means an advance 
of funds by the Facility to a Regular or 
Agent member. 

(g) Facility lending officer means any 
employee of the Facility or the Na-
tional Credit Union Administration 
who has been designated by the NCUA 
Board as a Facility lending officer. 

(h) Liquid assets means the following 
unpledged assets: 

(1) Cash on hand; 
(2) Share or deposit accounts with re-

maining maturities of one year or less 
maintained in central credit unions or 
institutions insured by the Federal De-
posit Insurance Corporation or Federal 
Savings and Loan Insurance Corpora-
tion; 

(3) Investments in obligations of the 
United States or any agency thereof, or 
securities fully guaranteed as to prin-
cipal and interest thereby, which are 
authorized under 12 U.S.C. 1757(7) and 
which have a remaining maturity of 
one year or less; 

(4) Common trust investments and 
similar investments in funds or securi-
ties authorized for Federal credit 
unions, the objectives of which are to 
provide daily liquidity for partici-
pating credit unions; 

(5) Shares in the National Credit 
Union Administration Central Liquid-
ity Facility or in special share ac-
counts authorized by § 725.7 of this part; 

(6) In the case of a federally-insured 
state-chartered credit union, any asset 
held in satisfaction of liquidity re-
quirements imposed by applicable state 
law or regulation; and 

(7) Balances maintained by federally- 
insured credit unions in a Federal Re-
serve bank, or in a pass-through ac-
count to a Federal Reserve bank, pur-
suant to the requirements of section 
19(b) of the Federal Reserve Act (12 
U.S.C. 461(b)). 

(i) Liquidity needs means the needs of 
credit unions primarily serving natural 
persons for: 

(1) Short-term adjustment credit 
available to assist in meeting tem-
porary requirements for funds or to 
cushion more persistent outflows of 
funds pending an orderly adjustment of 
credit union assets and liabilities; 

(2) Seasonal credit available for 
longer periods to assist in meeting sea-
sonal needs for funds arising from a 
combination of expected patterns of 
movement in share and deposit ac-
counts and loans; and 

(3) Protracted adjustment credit 
available in the event of unusual or 
emergency circumstances of a longer 
term nature resulting from national, 
regional or local difficulties. 
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