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OVERVIEW

A. NCUA AND NCUSIF

The National Credit Union Administration (NCUA) is an independent agency of the United States Government and is managed by the National Credit Union Administration Board.  Congress established the National Credit Union Share Insurance Fund (NCUSIF) in 1970 to insure member share accounts of all Federal Credit Union and those State credit unions that apply for and meet the insurance standards.  The NCUSIF is managed by the NCUA Board and is similar to the insurance covering banks and savings and loans under the Federal Deposit Insurance Corporation (FDIC).

B. DOLLAR COVERAGE

How a deposit account is owned determines how it is insured.  NCUSIF regulations define ownership categories and each category is insured separately.  A depositor’s accounts at one insured credit union are insured separately from his or her accounts at other insured credit unions.  However, a depositor’s funds are not insured separately if the funds are held in the same ownership category at different branches of the same credit union.

When an insured credit union defaults, the amount of insurance paid to each depositor is generally limited to a maximum of $100,000 in each ownership classification.  The NCUSIF calculates the payment according to the following guidelines:

· Principal Balance

· Interest already credited as of the default date

· Interest that would have been credited if the account had matured on the default date

· No penalty is taken on certificate deposits not at maturity

When a credit union is merged or acquired, deposits of each credit union are insured separately for a minimum of 6 months from the date of the assumption.  At the end of the 6-month period, the NCUSIF bases insurance coverage on the combined deposits of the credit unions. Certificates that will have a first maturity date after the 6-month period expires are covered until the first maturity date.

C. CREDIT UNION RECORDS

Recording the wrong ownership of an account could deprive a depositor of the proper coverage for all or part of his or her funds and could subject the credit union and/or employees to liability.  The NCUSIF assumes that funds are owned exactly as shown by the credit union’s records.  Deposit account records, which the NCUSIF considers, are:

· Signature cards

· Account ledgers

· Certificates

· Passbooks

· Corporate resolutions

· Certain computer records

The NCUSIF does NOT consider statements, deposit slips, items of deposit or cancelled checks as deposit account records.

D. INSURANCE CLASSIFICATIONS

The eight (8) insurance classifications are:

· Single Ownership Accounts

· Joint Ownership Accounts

· Revocable Trust and Payable on Death Accounts

· Corporation, Partnership, or Unincorporated Assn. Accounts

· Irrevocable Trust Accounts

· Employee Benefit Plan Accounts

· IRA Accounts

· Public Unit Accounts

II. NON-PERSONAL CLASSIFICATIONS

A. CORPORATE, PARTNERSHIP AND UNINCORPORATED ASSN.

1. INDEPENDENT ACTIVITY

Each of these types of entities may qualify to receive separate insurance coverage up to $100,000.  Each entity must be engaged in an “independent activity” to be insured.  That is, the entity must operate with a purpose and be involved in an activity for reasons other that increasing insurance coverage.

If the entity is NOT engaged in an independent activity, the account is considered owned by the person or persons owning the corporation or comprising the partnership or unincorporated association and the interest of each person is added to any other deposit accounts individually owned by that person and insured up to $100,000.  

2. DEFINITION OF AN UNINCORPORATED ASSOCIATION

An unincorporated association exists whenever there is an association of two or more persons formed for some religious, educational, charitable, social or other non-commercial purpose.

Some examples are:

· Girl or boy scout troops

· Club groups

· Bowling leagues

· Benevolent accounts for fire victims or similar accounts

B. PUBLIC UNIT

A public unit account is an account owned by a public entity or a political entity or a political subdivision such as, the United States government, state, county or municipalities and also American Indian tribes.  The government body elects or appoints an official custodian to handle their funds in a fiduciary capacity.  The official custodian is insured as the account holder as long as he or she meets the following requirements.

· Complete authority over the public unit funds

· The authority to possess, invest, withdraw and disburse the funds.

When the official custodian deposits funds in any insured credit union, that custodian is separately insured up to $100,000 for each of two (2) types of deposits.

1.  $100,000 insurance for time and savings deposits, including checking accounts.

2.  $100,000 insurance for non-dividend bearing checking accounts

One person may be the official custodian for accounts of several public units.  The official custodian is separately insured for the funds belonging to each public unit.  For example, the official custodian serves three (3) public units, he or she would be insured up to $100,000 for EACH public unit.

C. EMPLOYEE BENEFIT PLANS

Funds representing the non-contingent interest of a beneficiary in any employee benefit plan shall be insured up to $100,000 per beneficiary.  The term “employee benefit plan” means a pension, profit sharing or stock bonus plan established by an employer for the benefit of employees.  The term “non-contingent interest” means an interest capable of determination without evaluation of contingencies except for life expectancy tables published by the IRS.  

Funds held for employees under section 457 of the IRS code shall only be insured to $100,000 in total.  The interests of the individual participants in such plans shall not be separately insured.

III. PERSONAL CLASSIFICATIONS

A. SINGLE OWNERSHIP

Single ownership accounts are accounts that are owned by one person.  Types of single ownership accounts are:

· Individual Accounts

· Individual Accounts with Power of Attorney (POA)

· Sole Proprietorship Accounts

· Decedent Estate Accounts

· Accounts held by Agents, Guardians, Custodians or other Fiduciaries

· Accounts established in another ownership category that do not meet technical requirements for that category.

B. JOINT ACCOUNTS

1. TYPES OF JOINT ACCOUNTS

Joint ownership is an ownership by two or more people.  The joint ownership category consist of the following forms of ownership:

· Joint tenancy with right of survivorship and not as tenants in common

· Tenancy in common

· Community property

· Fiduciary accounts held jointly for two or more persons

2. JOINT OWNERSHIP REQUIREMENTS

In order for an account to be insured in the joint ownership category, the following conditions must be met:

· A signature card is required on all joint accounts except time deposit.

· All joint owners must sign the signature card

· All joint owners must have equal withdrawal rights

· All joint owners must be natural persons.

Insurance coverage for joint accounts is the same regardless of whether the conjunction “and”, “or” or “and/or” is used.

3. FAILURE TO CREATE A JOINT ACCOUNT

When an account does not meet the qualifications for coverage in the joint ownership category, each owner’s interest will be added to the owner’s single ownership accounts at the same credit union and insured up to $100,000.

4. JOINT INSURANCE CALCULATION

A person’s interests in joint accounts is separately insured from individual accounts up to a maximum of $100,000.  A person holding an interest in more than one joint account may receive a maximum of $100,000 insurance coverage on the total of his/her interests in all of those joint accounts.

Example:

	Account Number
	Account Owner
	Account Balance
	A Interest
	B Interest
	C Interest

	#1
	A and B
	$160,000
	$80,000
	$80,000
	0

	#2
	A and C
	$50,000
	$25,000
	
	$25,000

	Total
	
	$210,000
	$105,000

$5000 not insured
	$80,000
	$25,000


Since the interests of the co-owners of a joint account are deemed equal for insurance purposes, A’s interest would be $105,000, $5000 of which would not be insured.  B would have insurance of $80,000 and C would have insurance of $25,000.  

C.  REVOCABLE TRUST AND PAYABLE UPON DEATH ACCOUNTS

A trust is a complete transfer of ownership of property by the owner (grantor) to another person (trustee) for the immediate or eventual benefit of a third person (beneficiary).  An account must meet these three requirements in order to be insured as a revocable trust account.

· The trust must be revocable, that is, the owner (grantor) of the trust must be able to change or cancel it at any time.

· The beneficiary must be a spouse, child, grandchild, parent, brother or sister of the owner.

· The terms of this agreement must state that the funds belong to the beneficiary when the owner (grantor) dies.

Accounts in this classification include testamentary, tentative or totten trusts, payable upon death accounts and any other accounts with similar language in the title.

Funds in a revocable trust account are insured up to $100,000 for the owner (grantor) per EACH named beneficiary if the beneficiary meets the proper family relationship requirement.  An owner is limited to a total of $100,000 at one credit union for the same beneficiary.

If the beneficiary does not meet the required family relationship, the NCUSIF considers the funds in the account to belong to the owner(s) individually and is insured under the single ownership classification up to $100,000.

A husband and wife will not qualify for separate insurance coverage under the revocable trust category if they establish an account naming themselves as both co-trustees and co-beneficiaries.  Such an account would be considered a joint ownership account for insurance purposes.

Example:  John and Mary have two children, Frank and Jessie.  They can deposit $400,000 in a Payable upon Death ownership and have it fully insured.

D.  IRA ACCOUNTS

IRA accounts are separately insured from other accounts a depositor may have.  All of an individual’s deposits in IRA’s including Traditional, Roth and SEP accounts, are added together and insured up to $100,000.

E.  IRREVOCABLE TRUSTS

A trust is a complete transfer of ownership of property by the owner (grantor) to another person (trustee) for the immediate or eventual benefit of a third person (beneficiary).  An irrevocable trust account is a trust for which the owner (grantor) does not reserve the right to change, annul or revoke the trust agreement.  The trust must meet three conditions:

· It must be valid under state law.

· The credit union’s records must disclose the existence of the trust.

· NCUSIF must be able to determine the identity of the beneficiary and the value of the beneficiary’s interest.

With an irrevocable trust account, the beneficiary is insured up to $100,000 for each owner (grantor).  The interest of each beneficiary in each irrevocable trust account established by a different grantor is separately insured up to $100,000.

Coverdell Educational Savings accounts are insured as irrevocable trusts.

IV. SAMPLE INSURANCE CALCULATION PROBLEMS

Listed below are two scenarios of members’ account ownership.  Determine the insurance coverage for each.

1.  Roger and Cindy are husband and wife and Jeff is their son.  Calculate their insurance coverage assuming they have the following accounts:

	Account Number
	Account Ownership
	Type of Account
	Dollar Amount

	1
	Roger
	Individual
	$30,000

	2
	Cindy
	Individual
	$17,000

	3
	Roger and Cindy
	Joint
	$60,000

	4
	Jeff and Cindy
	Joint
	$5,000

	5
	Cindy and Roger
	Joint
	$90,000

	6
	Roger and Cindy POD to Jeff
	Payable Upon Death
	$120,000


2.  Frank and Mary are husband and wife.  They have three children, Moe, Curly and Larry.  They have two nieces, Molly and Sally.  Mary’s mother’s name is Gertrude and Mary’s twin sister’s name is Carry.  Calculate their insurance coverage assuming they have the following accounts:

	Account Number
	Account Ownership
	Type of Account
	Dollar Amount

	1
	Frank
	Individual
	$15,000

	2
	Mary
	Individual
	$10,000

	3
	Frank, Mary and Gertrude
	Joint
	$170,000

	4
	Frank and Mary
	Joint
	$220,000

	5
	Frank POD Mary
	Payable Upon Death
	$50,000

	6
	Frank and Mary POD Moe, Curly and Larry
	Payable Upon Death
	$500,000

	7
	Mary POD Carry
	Payable Upon Death
	$70,000

	8
	Mary and Frank POD Molly, Sally and Gertrude
	Payable Upon Death
	$130,000

	9
	Mary POD Carry and Gertrude
	Payable Upon Death
	$150,000
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