APPENDIX 1
GLOSSARY

These definitions apply only for use with this Manual. Definitions are not intended to be
all inclusive or comprehensive. This Manual, the Federal Credit Union Act, and NCUA
Rules and Regulations, as well as state laws, may be used for further reference.

Adequately capitalized - A credit union is considered adequately capitalized when it
has a net worth ratio of at least 6 percent. A multiple common bond credit union must
be adequately capitalized in order to add new groups to its charter. The regional
director may determine that a net worth ratio of less than 6 percent is adequate if the
credit union is making reasonable progress toward meeting the 6 percent net worth
requirement, and the addition of the group would not adversely affect the credit union’s
capitalization level.

Affinity - A relationship upon which a community charter is based. Acceptable affinities
include living, working, worshiping, or attending school in a community.

Appeal - The right of a credit union or charter applicant to request a formal review of a
regional director’s adverse decision by the National Credit Union Administration Board.

Associational common bond - A common bond comprised of members and
employees of a recognized association. It includes individuals (natural persons) and/or
groups (non-natural persons) whose members participate in activities developing
common loyalties, mutual benefits, and mutual interests.

Business plan - Plan submitted by a charter applicant or existing federal credit union
addressing the economic advisability of a proposed charter or field of membership
addition.

Charter - The document which authorizes a group to operate as a credit union and
defines the fundamental limits of its operating authority, generally including the persons
the credit union is permitted to accept for membership. Charters are issued by the
National Credit Union Administration for federal credit unions and by the designated
state chartering authority for credit unions organized under the laws of that state.

Common bond - The characteristic or combination of characteristics which
distinguishes a particular group of persons from the general public. There are two
common bonds which can serve as a basis for a group forming a federal credit union or
being included in an existing federal credit union’s field of membership: occupational -
employment by the same company, related companies or in a trade, industry, or
profession (TIP); and associational - membership in the same association.



