§742.2

with a current net worth of nine per-
cent (or if a credit union is subject to
a risk-based net worth requirement
under §702.103 of this chapter, it must
be 200 basis points over its risked based
net worth level or nine percent, which-
ever is higher) and a CAMEL rating of
1 or 2, for two consecutive examina-
tions, from all or part of identified
NCUA regulations. The Regulatory
Flexibility Program also grants eligi-
ble credit unions additional powers.

§742.2 How do I become eligible for
the Regulatory Flexibility Program?

Eligibility is automatic as soon as
the credit union meets the net worth
and CAMEL criteria. If a credit union
is a CAMEL 3 (or CAMEL 1 or 2 for less
than two consecutive cycles) with a net
worth in excess of 9 percent or if the
credit union is a CAMEL 1 or 2 with a
net worth under 9 percent (or if a cred-
it union is subject to a risk-based net
worth requirement under §702.103 of
this chapter, and it does not exceed 200
basis points over its risk based net
worth level), it can apply to the re-
gional director for a RegFlex designa-
tion, in whole or in part.

§742.3 Will NCUA notify me when I am
eligible for the Regulatory Flexi-
bility Program?

Yes. Once this rule is effective, NCUA
will notify all RegFlex eligible credit
unions. Subsequent notifications of eli-
gibility will occur after an application
for a RegFlex designation or as part of
the examination process.

§742.4 From what NCUA regulations
will I be exempt?

(a) RegFlex credit unions are exempt
from the provisions of the following
NCUA regulations without restrictions
or limitations: §701.25, §701.32(b) and
(c), §701.36(a), §703.5(b)(1)(ii) and (2),
§703.12(c), §703.16(b), and §723.7(b) of
this chapter.

(b) RegFlex credit unions are exempt
from the provisions of the following
NCUA regulations with certain restric-
tions or limitations:

(1) Section 703.13(d)(3) of this chapter,
provided the value of the investments
that mature later than the borrowing
repurchase transaction does not exceed
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100 percent of the Federal credit
union’s net worth; and

(2) Section 703.16(d) of this chapter
provided:

(i) The issuer of the security is do-
mestic;

(ii) The security is rated in one of the
two highest rating categories by at
least one nationally-recognized statis-
tical rating organization;

(iii) The security meets the defini-
tion of mortgage related security as de-
fined in 15 U.S.C. 78c(a)(41) and the def-
inition of commercial mortgage related
security as defined in §703.2 of this
chapter;

(iv) The security’s underlying pool of
loans contains more than 50 loans with
no one loan representing more than 10
percent of the pool; and

(v) The aggregate total of commer-
cial mortgage related securities pur-
chased by the Federal credit union does
not exceed 50 percent of its net worth.

[68 FR 32966, June 3, 2003, as amended at 68
FR 56553, Oct. 1, 2003; 69 FR 58043, Sept. 29,
2004]

§742.5 What additional authority will I
be granted?

Notwithstanding the general limita-
tions in §701.23 of this chapter, RegFlex
credit unions are eligible to purchase
any auto loan, credit card loan, mem-
ber business loan, student loan or
mortgage loan from any federally in-
sured credit union as long as the loans
are loans that the purchasing credit
union is empowered to grant. RegFlex
credit unions are authorized to keep
these loans in their portfolio. If a
RegFlex credit union is purchasing the
eligible obligations of a liquidating
credit union, the loans purchased can-
not exceed 5% of the unimpaired cap-
ital and surplus of the purchasing cred-
it union.

§742.6 How can I lose my RegFlex eli-
gibility?

Eligibility may be lost in two ways.
First, the credit union no longer meets
the RegFlex criteria set forth in §742.1.
When this event occurs, the credit
union must cease using the additional
authority granted by this rule. Second,
the regional director for substantive
and documented safety and soundness
reasons may revoke a credit union’s
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