2. The credit union’s net worth Is declining at a rate that will take it under two
percent (2%) net worth within 12 months. In projecting future net worth, NCUA
may rely on data in addition to Call Report data. The trend must be supported by
at least 12 months of historic data.

3. The credit union’s net worth, as self-reported on its Call Report, is significantly
undercapitalized, and NCUA determines that there is no reasonable prospect of
the credit union becoming adequately capitalized in the succeeding 36 months.
In making its determination on the prospect of achieving adequate capitalization,
NCUA will assume that, if adverse economic conditions are affecting the value of
the credit union’s assets and liabilities, including property values and loan
delinquencies related to unemployment, these adverse conditions will not further
deteriorate.

Letter of Understanding and Agreement - Agreement between NCUA and federal
credit union officials not to engage in certain activities and/or to establish reasonable
operational goals. These are normally entered into with new charter applicants for a
limited time.

Mentor - An individual who provides guidance and assistance to newly chartered, small,
or low-income credit unions. All new federal credit unions are encouraged to establish a
mentor relationship with a trained, experienced credit union individual or an existing
credit union.

Metropolitan Statistical Area (MSA) - The Office of Management and Budget defines
a metropolitan statistical area as an urbanized area that has at least one urbanized area
in excess of 50,000 and “comprises the central county or counties containing the core,
plus adjacent outlying counties having a high degree of social and economic integration
with the central county as measured through commuting.”

Merger - Absorption by one credit union of all of the assets, liabilities and equity of
another credit union. Mergers must be approved by the National Credit Union
Administration and by the appropriate state regulator whenever a state credit union is
involved.

Multiple common bond credit union - A credit union whose field of membership
consists of more than one group, each of which has a common bond of occupation or
association.

Occupational common bond - Employment by the same entity or related entities or a
Trade, Industry, or Profession.

Once a member, always a member - A provision of the Federal Credit Union Act
which permits an individual to remain a member of the credit union until he or she
chooses to withdraw or is expelled from the membership of the credit union. Under this



