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statute, regulation, order or interpre-
tation is inconsistent with the provi-
sions of this part, and then only to the
extent of the inconsistency.

(b) Greater protection under state law.
For purposes of this section, a state
statute, regulation, order or interpre-
tation is not inconsistent with the pro-
visions of this part if the protection
such statute, regulation, order or in-
terpretation affords any consumer is
greater than the protection provided
under this part, as determined by the
Federal Trade Commission, after con-
sultation with the National Credit
Union Administration, on the Federal
Trade Commission’s own motion or
upon the petition of any interested
party.

§716.18 Effective date; transition rule.

(a) Effective date. This part is effec-
tive November 13, 2000. In order to pro-
vide sufficient time for you to establish
policies and systems to comply with
the requirements of this part, the Na-
tional Credit Union Administration
Board has extended the time for com-
pliance with this part until July 1, 2001.

(b)(1) Notice requirement for consumers
who were your members on the compliance
date. By July 1, 2001, you must provide
an initial notice, as required by §716.4,
to consumers who are your members on
July 1, 2001.

(2) Example. You provide an initial
notice to consumers who are your
members on July 1, 2001, if, by that
date, you have established a system for
providing an initial notice to all new
members and have mailed the initial
notice to all your existing members.

(c) Two-year grandfathering of service
agreements. Until July 1, 2002, a con-
tract that you have entered into with a
nonaffiliated third party to perform
services for you or functions on your
behalf satisfies the provisions of
§716.13(a)(2) of this part, even if the
contract does not include a require-
ment that the third party maintain the
confidentiality of nonpublic personal
information, as long as the agreement
was entered into on or before July 1,
2000.
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APPENDIX A TO PART 716—SAMPLE
CLAUSES

Credit unions, including a group of affili-
ates that use a common privacy notice, may
use the following sample clauses, if the
clause is accurate for each institution that
uses the notice.

A-1—Categories of information you collect (all
credit unions)

You may use this clause, as applicable, to
meet the requirement of §716.6(a)(1) to de-
scribe the categories of nonpublic personal
information you collect.

Sample Clause A-1:

We collect nonpublic personal information
about you from the following sources:

¢ Information we receive from you on ap-
plications or other forms;

¢ Information about your transactions
with us, our affiliates, or others; and

« Information we receive from a consumer
reporting agency.

A-2—Categories of information you disclose
(credit unions that disclose outside of the ex-
ceptions)

You may use one of these clauses, as appli-
cable, to meet the requirement of §716.6(a)(2)
to describe the categories of nonpublic per-
sonal information you disclose. These
clauses may be used if you disclose nonpublic
personal information other than as per-
mitted by the exceptions in §§716.13, 716.14,
and 716.15.

Sample Clause A-2, Alternative 1:

We may disclose the following kinds of
nonpublic personal information about you:

¢ Information we receive from you on ap-
plications or other forms, such as [provide il-
lustrative examples, such as ‘‘your name, ad-
dress, social security number, assets, and in-
come’];

¢ Information about your transactions
with us, our affiliates, or others, such as
[provide illustrative examples, such as ‘‘your ac-
count balance, payment history, parties to
transactions, and credit card usage’’]; and

« Information we receive from a consumer
reporting agency, such as [provide illustrative
examples, such as ‘‘your creditworthiness and
credit history™’].

Sample Clause A-2, Alternative 2:

We may disclose all of the information
that we collect, as described [describe location
in the notice, such as “‘above’ or “‘below’’].
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A-3—Categories of information you disclose and
parties to whom you disclose (credit unions
that do not disclose outside of the exceptions)

You may use this clause, as applicable, to
meet the requirements of §716.6(a)(2), (3) and
(4) to describe the categories of nonpublic
personal information about members and
former members that you disclose and the
categories of affiliates and nonaffiliated
third parties to whom you disclose. This
clause may be used if you do not disclose
nonpublic personal information to any party,
other than as permitted by the exceptions in
§§716.14, and 716.15.

Sample Clause A-3:

We do not disclose any nonpublic personal
information about our members and former
members to anyone, except as permitted by
law.

A-4—Categories of parties to whom you disclose
(credit unions that disclose outside of the ex-
ceptions)

You may use this clause, as applicable, to
meet the requirement of §716.6(a)(3) to de-
scribe the categories of affiliates and non-
affiliated third parties to whom you disclose
nonpublic personal information. This clause
may be used if you disclose nonpublic per-
sonal information other than as permitted
by the exceptions in §8§716.13, 716.14, and
716.15, as well as when permitted by the ex-
ceptions in §§716.14, and 716.15.

Sample Clause A-4:

We may disclose nonpublic personal infor-
mation about you to the following types of
third parties:

« Financial service providers, such as
[provide illustrative examples, such as ‘“‘mort-
gage bankers, securities broker-dealers, and in-
surance agents’’];

« Non-financial companies, such as [provide
illustrative examples, such as ‘‘retailers, direct
marketers, airlines, and publishers’’]; and

« Others, such as [provide illustrative exam-
ples, such as ‘“‘non-profit organizations’’].

We may also disclose nonpublic personal
information about you to nonaffiliated third
parties as permitted by law.

A-5—Service provider/joint marketing exception

You may use one of these clauses, as appli-
cable, to meet the requirements of
§716.6(a)(5) related to the exception for serv-
ice providers and joint marketers in §716.13.
If you disclose nonpublic personal informa-
tion under this exception, you must describe
the categories of nonpublic personal infor-
mation you disclose and the categories of
third parties with whom you have con-
tracted.
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Sample Clause A-5, Alternative 1:

We may disclose the following information
to companies that perform marketing serv-
ices on our behalf or to other financial insti-
tutions with whom we have joint marketing
agreements:

¢ Information we receive from you on ap-
plications or other forms, such as [provide il-
lustrative examples, such as ‘‘your name, ad-
dress, social security number, assets, and in-
come’’];

¢ Information about your transactions
with us, our affiliates, or others, such as
[provide illustrative examples, such as ‘““your ac-
count balance, payment history, parties to
transactions, and credit card usage’’]; and

¢ Information we receive from a consumer
reporting agency, such as [provide illustrative
examples, such as ‘“‘your creditworthiness and
credit history™’].

Sample Clause A-5, Alternative 2:

We may disclose all of the information we
collect, as described [describe location in the
notice, such as ‘‘above’ or ‘“‘below’’] to compa-
nies that perform marketing services on our
behalf or to other financial institutions with
whom we have joint marketing agreements.

A-6—Explanation of opt out right (credit unions
that disclose outside of the exceptions)

You may use this clause, as applicable, to
meet the requirement of §716.6(a)(6) to pro-
vide an explanation of the consumer’s right
to opt out of the disclosure of nonpublic per-
sonal information to nonaffiliated third par-
ties, including the method(s) by which the
consumer may exercise that right. This
clause may be used if you disclose nonpublic
personal information other than as per-
mitted by the exceptions in §§716.13, 716.14,
and 716.15.

Sample Clause A-6:

If you prefer that we not disclose non-
public personal information about you to
nonaffiliated third parties, you may opt out
of those disclosures, that is, you may direct
us not to make those disclosures (other than
disclosures permitted by law). If you wish to
opt out of disclosures to nonaffiliated third
parties, you may [describe a reasonable means
of opting out, such as ““call the following toll-
free number: (insert number)].

A-7—Confidentiality and security (all credit
unions)

You may use this clause, as applicable, to
meet the requirement of §716.6(a)(8) to de-
scribe your policies and practices with re-
spect to protecting the confidentiality and
security of nonpublic personal information.
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Sample Clause A-7:

We restrict access to nonpublic personal
information about you to [provide an appro-
priate description, such as ‘‘those employees
who need to know that information to provide
products or services to you’’]. We maintain
physical, electronic, and procedural safe-
guards that comply with federal regulations
to guard your nonpublic personal informa-
tion.

PART 721—INCIDENTAL POWERS

Sec.

721.1 What does this part cover?

721.2 What is an incidental powers activity?

721.3 What categories of activities are
preapproved as incidental powers nec-
essary or requisite to carry on a credit
union’s business?

721.4 How may a credit union apply to en-
gage in an activity that is not
preapproved as within a credit union’s
incidental powers?

721.5 What limitations apply to a credit
union engaging in activities approved
under this part?

721.6 May a credit union derive income from
activities approved under this part?

721.7 What are the potential conflicts of in-
terest for officials and employees when
credit unions engage in activities ap-
proved under this part?

AUTHORITY: 12 U.S.C. 1757(17), 1766 and 1789.

SOURCE: 66 FR 40857, Aug. 6, 2001, unless
otherwise noted.

§721.1 What does this part cover?

This part authorizes a federal credit
union (you) to engage in activities in-
cidental to your business as set out in
this part. This part also describes how
interested parties may request a legal
opinion on whether an activity is with-
in a federal credit union’s incidental
powers or apply to add new activities
or categories to the regulation. An ac-
tivity approved in a legal opinion to an
interested party or as a result of an ap-
plication by an interested party to add
new activities or categories is recog-
nized as an incidental powers activity
for all federal credit unions. This part
does not apply to the activities of cor-
porate credit unions.

§721.2 What is an incidental powers
activity?

An incidental powers activity is one

that is necessary or requisite to enable

you to carry on effectively the business

§721.3

for which you are incorporated. An ac-
tivity meets the definition of an inci-
dental power activity if the activity:

(@) Is convenient or useful in car-
rying out the mission or business of
credit unions consistent with the Fed-
eral Credit Union Act;

(b) Is the functional equivalent or
logical outgrowth of activities that are
part of the mission or business of cred-
it unions; and

(c) Involves risks similar in nature to
those already assumed as part of the
business of credit unions.

§721.3 What categories of activities
are preapproved as incidental pow-
ers necessary or requisite to carry
on a credit union’s business?

The categories of activities in this
section are preapproved as incidental
to carrying on your business under
§721.2. The examples of incidental pow-
ers activities within each category are
provided in this section as illustrations
of activities permissible under the par-
ticular category, not as an exclusive or
exhaustive list.

(a) Certification services. Certification
services are services whereby you at-
test or authenticate a fact for your
members’ use. Certification services
may include such services as notary
services, signature guarantees, certifi-

cation of electronic signatures, and
share draft certifications.
(b) Correspondent services. Cor-

respondent services are services you
provide to other credit unions that you
are authorized to perform for your
members or as part of your operation.
These services may include loan proc-
essing, loan servicing, member check
cashing services, disbursing share with-
drawals and loan proceeds, cashing and
selling money orders, performing inter-
nal audits, and automated teller ma-
chine deposit services.

(c) Electronic financial services. Elec-
tronic financial services are any serv-
ices, products, functions, or activities
that you are otherwise authorized to
perform, provide, or deliver to your
members but performed through elec-
tronic means. Electronic services may
include automated teller machines,
electronic fund transfers, online trans-
action processing through a web site,
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