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0 National Credit Union Administration

Office of Inspector General

March 23, 2016

SENT VIA EMAIL

RE: Your FOIA Request #FOIGFOIA-2016-03

This is in response to your letter dated March 2, 2016, requesting information under the Freedom
of Information Act (FOIA), 5 U.S.C. § 552. Specifically, you requested a “copy of the final
report, report of investigation (ROI), closing memo, closing report, referral memo, investigative
memo, referral letter and any other conclusory document from each of the following
investigations:

10-PI-R9-01
10-PI-R9-02
10-R-R9-03
10-PI-R3-04
10-PI-R4-05
10-PI-R7-06
10-1-R2-07
10-1-R9-08
10-1-R7-09
10-1-R3-10

I have provided herewith twenty-nine (29) pages responsive to your request. Information
redacted from these pages qualifies for protection under subsections (b)(6) and (b)(7)(C) of the
FOIA. Subsection (b)(6) permits agencies to withhold information the disclosure of which
would constitute an unwarranted invasion of personal privacy. Subsection (b)(7)(C) protects
information compiled for law enforcement purposes if its release could reasonably be expected
to constitute an unwarranted invasion of personal privacy.

Should you consider any or all of the determinations set forth above a denial of your request, you
have the right to appeal those determinations. An appeal may be in writing and filed within 30
days from the receipt of this initial determination. If you file an appeal, please note “FOIA-
APPEAL” in the letter and on the envelope and address your appeal to:

1775 Duke Street — Alexandria, VA 22314-3428 - 703-518-6350
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National Credit Union Administration
Office of General Counsel-FOIA APPEAL
1775 Duke Street
Alexandria, Virginia 22314-3428

Sincerely,
S nenn— )Z:h.'o-\
Sharon Separ

Counsel to the Inspector General/
Assistant IG for Investigations

Enclosure

ce; FOIA Officer



NATIONAL CREDIT UNION ADMINISTRATION
Office of the Inspector General
investigations Division

INVESTIGATIVE MEMORANDUM

MEMORANDUM TO: File

FROM:

Director of Investigations
SUBJECT: Desk break-in
DATE: March 3, 2010
BACKGROUND

On March 2, 2010, the Office of Inspector General (OIG) received information from
A R Dcpartment of Procurement and Facility Management,
National Credit Union Administration. (NCUA), that the desk of

SRR, Officc of the Chief Information Officer (OCIO) had been pried
open. :

ACTIviTY

On March 2, 2010, the Reporting Agent (RA) initiated a preliminary inquity into the

missing break-in. This inquiry included review of swipe card access logs provided by
@ for the period 3/2/2010 at 3:30pm through 3/3/2010 at 7am. This data was
analyzed to identify NCUA staff and -others were in the building during the time in
Guestion.

The RA conducted an nterview with WM. Sy indicated that @ left the office
on March 2, 2010 at approximately 3:30 pm and came to the office on March 4, 2010 at
7:00 ar to find the lower 2 drawers on the left hand side of @i} desk had been pried open.
The top drawer was still locked. @reported that the only iterm @il could find missing in
[ office were the keys to Wi desk that [} kept in a different drawer, W stated that
the bottom drawer in question is where di§ locks Wk computer in the evenings.
However, on March 2, 2010 8 had taken [JJJ] computer home. The RA observed that
W office contained other items of value, such as external hard drives and a radio,

7 CEI )

This decument may contain sensitive law enforcement material, and is the proparty of the OIG, It may not be
copied or reproducad without writien permission from the OIG. This document is FOR OFFICIAL USE ONLY, and
its disclosure to unauthorized persons s strictly prohibited and may subjact the disclosing party to liability, Public
availahllity fo be daetsrmined under 5 U.S.C. §§ 552, 552a.
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Desk brealk-in
Mareh 3, 2010

which had not been taken. Wl said @ik could not think of anyone in particular who
would know that @ kept her computer in the bottom drawer.

The RA conducted interviews of several employees in OCIO who were in the office in
the later evening hours on March 2, 2010. None of the employees saw or heard anything
out of the ordinary.

On March 2, 2010, the RA filed an on-line Destruction or vandalism of property report
on behalf of 4 with the Alexandria Police Department (Reference No.
PD1003020001119) and providec 4l with a copy of the report.

STATUS

‘The initial inquiry conducted by the RA did not produce any viable investigative leads to
watrant further OIG investigation at this time,

This preliminary inquiry is closed with no further action.

Y ()
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This document may contaln sensitive law enfercement material, and is the properfy of the OIG. It may not be
copied or reproduced without written permission from the OIG. This document is FOR OFFICIAL USE ONLY, and
its disclosure to unhauthorized persons is sirictly prohibited and may subject the disclosing party to Ilabllity Public
availability to be determinad under & U.8.C. §§ 552, 552a,
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NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

INVESTIGATIVE MEMORANDUM

MEMORANDUM TO: File | \ '

FROM: .

Director of Investigations
SUBJECT: Theft of Laptop Computer
DATE: June 30, 2010
BACKGROUND

!
On April 6, 2010, the Office of Inspector General (OIG) received notification that ? T
the laptop computer of * had béen stolen from Room 3027 at o
the Central Office. NG, cgion V, was working on a o~ ‘E:
detail in the Central Office. The computer was taken between 2:45 and 5:30pm 4 v
while was participating in interviews on another floor. £
™~
ACTIVITY &
e et LA

matier. This inguiry encompassed interviews with NCUA staff and contraciors
and consulting with Alexandria Police Officer \SNGGNGGGNGSG:

The RA spoke with W I o1 Cavalier Services.
SRR C|c:ncd the office [Room 3027] on April 6, 2010. NN did not
recall exactly what time Wil cleaned that area and @ did not remember
whether the computer was on the desk at the time.

The RA spoke with (RN > - TT Contracting whose

contract employees are in the building daily remodeling the kitchens. WiR

informed the RA that % employess sign out of the building at 2:00pm each day.
The RA confirmed this with B o is responsible

This document may contain sensitive law enforcement materal, and is the property of the OIG. It may not be
copied or reproduced without written permission from the OI@, This document is ZOR OFFICIAL USE CNLY, and
its disclosure to unauthorlzed persons s strictly prohibited and may subject the disclosing party to fiabilily. Public
availability to be detarmined under 5 U.5.C, §§ 852, 552a.
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Theft of Laptop Computer {
June 30, 2010

for signing in all visitors to the building. "l reported that the contractors for
HITT sign out and are escorted out at approximately 2:00pm each day.

The RA contacted ‘CHN GGG (¢ i"quire about surveillance

video from the day in question. Y reviewed the video, which is limited to

. lobby areas, elevators and the loading dock, and did not see any relevant

activity. '

The RA filed an online theft of property report with the Alexandria Police
Department on behalf of S ENGS W FPolice Officer, Alexandria
Police Department contacted the RA to come to NCUA to investigate the
computer theft. @i indicated that there have been an alarming number of
computer thefts in the buildings in our area. The RA took #ll@to the office in
question, provided Wl with the statement written by NGNS - d
briefed Wl on the investigative steps already taken. Wiilstated that the Police
Department would be investigating because of the number of other thefts in the
area. The RA informed him we would be closing our investigation, but that we
would provide assistance if requested.

STATUS
The initial inquiry conducted by the RA did not produce any viable investigative
leads to warrant further OIG investigation at this time. The investigation was

turned over to the Alexandria Police.

This preliminary inquiry is closed with no further action.

This document may contain sensitive law enforcement material, and is the property of the O1G, it may not be
copied or reproduced without written permission from the OIG. This decument is FOR OFFICIAL USE ONLY, and
its disclosure to unautherized persons is strictly pronibited and may subject the discicsing party to lability. Public
avallability to be determined under 5 U.S.C, §§ 552, 552a,
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NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

MEMORANDUM TO: File
FROM: T (W) L) ()

Director of Investigations

SUBJECT: GAQ Referral

' NCUA Financial Statement Audit
DATE: June 18, 2010 |
BACKGROUND

On April 21, 2010, the Cffice of Inspector General (OlG) received a referral from
the United States Government Accountability Office (GAO). The GAO FraudNET
received an Internet submission form from an anonymous source alleging the
National Credit Union Adminisiration, as custodian of the National Credit Union
Shared Insurance Fund (NCUSIF), has failed to present a CPA Opinion Audit for
2008 or 2008 as required by the Federal Credit Union Act.

—"The Office of Inspector General is the organization within NCUA resporisible for
contracting with an independent public accounting firm to -perform the financial
statement audits of the NCUA Operating Fund, the Share Insurance Fund, the

~ Central Liquidity Facllity and the Community Development Revolving Loan Fund.

At the time of the referral, the OIG was working assiduousty with the accounting

firms responsible for the 2008 and 2009 audits, Deloitte & Touche LLP and
KPMG LLP.

STATUS |
The audit results for both years were published on June 12, 2010. The firms

both expressed unqualified opinions, stating that the financial statements present
fairly, in all material respects, the financial position of the NCUA Operating Fund,

This document may centatn sensitive law enforcement material, and is the property of the OIG. It may not be
copled or repreduced without wrltten permissien from the OIG. This document is FOR OFFICIAL USE ONLY, and
its disclosure to unauthorized persons is strictly prohibited and may subject the disclosing party to liabilty. Public
availability to be determined under 5 U.8.C. §§ 552, 552a.
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GAQ Referral 55343
June I8, 20110

the Share Insurance Fund, the Central Liquidity Facility, and the Community
Development Revolving Loan Fund. '

This referral is closed' with no further action.

This docurment may contain sensitive law enforcement material, and is the preperty of the OIG. It may not be
copled or reproduced without written permission from the OIG. This document is FOR OFFICIAL USE ONLY, and
its disclosure to unauthorized persons is strictly prohibited and may subject the disclosing party to liabllity. Public
availahility to be determined under 5 U.8.C. §§ 552, 552a.
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_ intend to open an investigation into recent complaints against Region |1 (EEERRE—N__=

National Credit Union Administration

Office of Inspector General

SENT VIA EMAIL

MEMORANDUM FOR: '
.

Region I
) | -
FROM!: William A. DeSarno \JM ﬁ%ﬂm‘/

inspecior General
DATE: May 21, 2010
SUBJ; Complaint against*yTE=»

This memorandum serves to notify you that, at this time, the Office of inspector General (OIG]) does not

BB Rather, we believe that the issues raised in the complaints
wouid be better addressed by [NMWPirst and second line supervisors, in consultation with NCUA’s
Division of Employee Relations, Office of Human Resources [OHR}. However, we do request that if,
upon examinaticn of relevant time records, you find any indication that a recent private sector
temporary employee whoEREsupervised, YR 125 paid for time during the week of April
5-9 that (B did not work, you forward such information to my office. At that time, we will reconsider
whether an investigation is warranted.,

-On May 10,2010, my office received an-anenymous complaint-against-S; presumably-fror - -
employees. On May 11, 2010, you forwarded to (i NN, thz O!G’s Director of Investigations, a
separate but distinctly similar complaint that was sent anonymously to NCUA’s Office of Genearal
Counsel on April 28, 2010. Both complaints alleged that M was behaving inappropriately with

S b =ccorcing @l preferential treatment hased on Mphysical appearance and the manner in
which @ dressed. The compiaint identified several instances of preferential treatment, including
inappropriately requesting a cash award for AN ; extendng Wl temparary work contract
without sufficient funding availabie in Region Ill's budget; approving payment for time YN did
not work; and authorizing (NN to have access to protected employee information. The
comglaints also referenced time fraud and persistent sexual harassment ony NGNS part.

You informed us that SN crcagement with Region Il ended on May 13, 2010, and that Region
Ul is currently working with the Office of the Chief Financial Officer {OCFO} to realiocate approximately

Ywe subsequently learned that OHR initially advisec Gt . could give an on-the-spot cash award in the
form of a gift card to a temporary employee. However, when OHR reafized that the temp employee came from
the private sector, it reversed its advice, and to/d@lihe could not autherize the cash award.

1775 Duke Street » Alexandria, Virginia 22314-3428 & 703-518-6350 @ 703-518-6349 FAX s oigmail@ncua.goy
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$5,000 from other budget categories to fund the temp position through the end of last week. With
regard to the sexual harassment allegations againstd@MMR, ve learned that in September 2009,
Equal Opportunity Program (EOP) Directo issued a report on an investigation EOP
conducted into YR conduct. Finally, in December 2008, the OIG closed a preliminary inquiry
into allegations that WM may have committed time fraud, based on the lack of evidence to
substantiate tha allegations.

Given the persistent recurrence of the same types of allegations against WllEER, we believe that il

W c:sc would be more appropriately handled byfilPsupervisors as a performance matter. While -

we encourage all NCUA employees and managers to “report promptly to the OIG any reasonable belief
or allegation that any NCUA employee . . . may have engaged in any activity involving criminal or other
serious or significant misconduct . . .”* we do not generally initiate formal investigations into matters
that fall within the supervisory responsibilities of managers or are the program responsibilities of other
NCUA offices (e.g., EQP), respectively.

Once you inquire into the allegations more thoroughly, if you believe that any or all of these Issues
might warrant an investigation by my office, please do not hesitate to contact me or one of my staff.

Cc: Herb Yolles
Acting Regional Director, Rl

C-3) CLY SR

* Sea NCUA Instruction No. 151908, “Guidelines and Responsibllities for Reporting Investigative Matters to the
Inspector General” (Rev. October 14, 2003).
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National Credit Union Administration
Office of Inspector General

MEMORANDUM TO: Lawrence Blankenberger
: Associate RD, Programs

Region IV
FROM: :

Director of Investigations
SUBJECT: Allegation against il NN
DATE: August 6, 2010

This memorandum serves to notify you that, at this time, the Office of Inspector General
(ClG) does not intend to open an investigation into the recent allegations against4illm
Examiner.

Cn June 9, 2010, the OIG recewed a referrai from your offlce regardlng concerns raised
e i b.  The complaint
aileged that - had acted unprofessmnally during an exam at the Credit Union.
Specifically, it alleged that (NS 2sked a Collector’ st
Union for @@ telephone number during a conversation that they had in Spanish.
Additionally, it was alleged that while meeting with the Compliance Officer, Il
made comments about a female employee that offended

Puring a preliminary inquiry, | spoke to GNMEIEEER Exccutive Vice President. 2.
S cxplained that the credit union had not intended to make a formal complaint.
They informed NCUA because they felt that we would want to know about the conduct.
@ did not feel that @ actions had a significant impact on the exam.

| also spoke with SN, o confirmed that (NN had made an offensive
comment when a Wl employee of the credit union passed the office where they
were meeting. [n addition, (NS rcported that in addition to making what Wil
considered derogatory comments about & ENRGEGNGEGGEEENEEEEE————
was not thorough in this examination. In fact, according to (i NGGG_E_
did not question anything and had no fmdmgs When questioned by YilITN_NS
said, “I don't care, I'm trying to get out of here for an early weekend.” When @i
asked for clarification on a section of the report, NS told him to “ask

In closing /IS shared that WS pulled him out of a credit

! The Collector’s name was withheld because she did not want to be interviewed.

1775 Duke Street » Alsxandria VA 22314-3428 » Phone: 703-518-6350 e Fay: 703-5158-6670 « Emall: ojgmaifincy
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union meeting on the last day of the exam. HNEEENR toldWM® ‘I've been waiting” all
morning to meet with you, although no meeting had been scheduled. felt
thath had interrupted his credit union meeting becausoR NN wanted
{0 leave early.

| talked to Supervisory Examiner S MR \/ho has supervised Wil fOr

\

|
/

a couple of years. (S INGEGgGD rcported that W& was in the credit union on the last day |

of the exam, when the conversation with the Collector took place. "l observations of

were that il#was “roaming around” and didn’t seem to be doing i job.
stated that@i did not speak with SHENEENENNE 2bout §P performance at

that time.

Finally, | spoke with \EINNEEER, Collections Manager, CuiNENEE - it Union
who is the supervisor of the Collector, EMeconfirmed that (TGN spent 15
or 20 minutes at the desk of the Collector. It appeared to WS that the
conversation was personal in nature, but §kcannot be sure because although 4 could
hear them talkingdjil§ could not hear the actual words. @i could confirm that at some
point in their conversation §filrealized that they were speaking in Spanish. When
asked, the Collector denied that the conversation was personal or that YN had
asked for 48 phone number. @ said that YN had been asking W about

) stated that even if NN had been examining the
collection depar’cment whlch he was not, the Collector would nut have been the
appropriate employee to question about policy.

In conclusion, although | have been able to confirm that GRS -cted
unprofessionally during the examination at S ENGNGGEEER. Credit Union, this action
does not rise to the level of misconduct. After consultation with EREGEGG—_G_T—EENN, o
believe this case would be more appropriately handled by &l supervisors as a
performance matter. While we encourage all NCUA employees and managers to
“report promptly to the OIG any reasonable belief or allegation that any NCUA
employee... may have engaged in any activity involving criminal ar other serious or
significant misconduct...”? we do not generally initiate formal investigations into matters

~ collection department issues and had also told Wil about a job opening at NCUA. Both

/

(2 (&)ca) “(aoen

that fall within the supervisory responsibilities of managers or are the program

responsibilities of other NCUA offices.

Cc: C. Keith Morton
Regional Director, RIV

% Sge NCUA Instruction No. 1919,08, “Guidelines and Responsibilities for Reporting Investigative Matters to the
Inspector General” (Rev. October 14, 2003).
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'NATIONAL CREDIT UNION ADMINISTRATION

Office of the Inspector General
' Investigations Division

INVESTIGATIVE MEMORANDUM

" MEMORANDUMTO:  Flle

FROM: -—
- Director of Investsga’nons
SUBJECT: ' . Anonymous Complaint against Mike Barton
 DATE: o August 26, 2010
BACKGROUND . ¥

On June 23, 2010, the Office of Inspector General {OIG) received an allegation
from SN o was temporarily employed at the Asset Management
and Assistance Center (AMAC) as a contractor. The complaint allseged that
. 25 asked fo “work off the clock.” in other words, @ alieged thai SR

e s - < . O

~ work eight and a half hours a day and only claim eight on-’ume report.

AcTiviTY -

© On July 1, 2010 the Reporting Agent (RA) initiated a preliminary inquiry intq the'-

allegations. This inquiry encompassed review of relevant files, documentation
and interviews of the involved parties

Based -on information obtained from these sources, the RA did not find
substaritive information to support the aliegation.

STATUS

This preliminary inquiry is closed with no furiher action.

This document may contaln sensiive faw enforcement material, and is the property of the OIG, It may not be
copied or reproduced Without written permission from the OIG. This document is FOR OFFICIAL USE ONLY, and
its disclosure to unauthorized persons is sfrictly prohibited and may ‘subject the disclosing party to Ilablirty Publlc
avallability t© be determined under 5 U.5.C. §8 552, 552a.
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NATIONAL CREDIT UNION ADMINISTRATION
Office of the Inspector General
Investigations Division

INVESTIGATIVE MEMORANDUM

MEMORANDUM TO: File

FROM:
Director of Investigations

SUBJECT: uEs

DATE: November 22, 2010

BACKGROUND

On August 23, 2010, the Office of Inspector General (OIG) received an allegation
from NN, Corporate Counsel at @ Federal Credit Union.
Specifically, Gl supplied an email from NS an examiner in
CA which contains language suggesting Wil might attempt to use Wi
osition as a Credit Union examiner to influence a financial transaction with
Credit Union.” Misuse of ] position would constitute an administrative

! Email dated October 23, 2009 —
From:

- S —

Subject: =Act1'on5 in Respense to My Inguiry

You are not being truthful with me about responding o my inquiry, rather you have placed an ordsr for
repossession. | caunot prevent you from taking this action; however, if you agree to accept the vehicle as
foll payment, I will arrange for its pickup. (The vehicle is in excellent condition.) Shou!d SlRsve me
for a deficiency balance, I will sounter sue for damages.

1 was an examiner at ECU and am aware of {llegal lending practices. I am-also awars of required
consumer disclosures CU failed to provide, As you did not provide me with my complete file,
you will be required to provide it, as well as other information, when I file my countsr-claim. IfI were
vou, I would consult with the credit union’s surety bond holder, SN practices were systemic and
therefore grounds for a class action for violating Regulation 7 and the ECCA.

This document may contain sensitive law enforcement material, and Is the propery of the OIG. K may not be
copied or reproduced without written permission from the OIG. This document is EQOR OFFICIAL USE ONLY, and
its disciosure to unauthorized persons is strictly prohibited and may subject the disclosing parly to liability. Public
avsilability to be determined under 5 U.S.C. §§ 552, 552a.
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[
November 22, 2010

violation of the Standards of Ethical Conduct for Employees for the Executive
Branch.

AcTivViTY

On August 23, 2010 the Reporting Agent (RA) initiated an investigation into the
allegations. This inquiry encompassed issuing a subpoena, records review and
interviews with Credit Union personne!.

The review showed thail® opened an account with W Federal Credit
Union on December 11, 2007. On December 31, 2007 iR
approved Wil for a car loan in the amount of fifty two thousand, nine hundred
ninety-seven dollars and sixty-five cents ($52,997.65). The assets of TN
were purchased on September 26, 2008 byl Federa! Credit Union ST
SR |inois. W stopped making payments on the loan after the payment
credited in June 2009. According to NGNS o Collector with INNE who
spoke with SR concemning M} delinguent loan, while i found SEIMEP to be
condescending and mean @Rdid not feel intimidated by nor did @ifeel that
SRy vas using ®iposition at the National Credit Union Administration (NCUA).
In fact, he did not even reaiize that"Nll@ was an employee of NCUA until
sometime afier their conversations.

WM Crployee Relations Specialist in the Office of Human
Resources supplied the RA with documentation that NS wi!! be retiring
from NCUA on December 31, 2010.

Based on information obtained from these scurces, we found no corroborating
evidence that e uscd @ position to influence @B financial
transaction with $ijllFcderal Credit Union.

STATUS

This investigation is closed with no further action.

If accepting the vehicle as full payment is acceptable, we can make the approptiate arrangements.

This document may contain sensitive law enforcement material, and s the property of the OIG. It may not be
copied of reproduced without written permission from the OIG. This document is FOR OFFICIAL USE CNLY, and
its disclosure to unauthorized persons is strictly prohibited and may subject the disclosing party to liability. Public
availabllity to be determined under 5 U.8.C, §§ 552, 562a.
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NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

REPORT OF INVESTIGATION

DATE OF REPORT:  June 29, 2011
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REPORT OF INVESTIGATION - | CiL . NumBer: 10-l-R9-08

" BACKGROUND |

On July 10, 2010, the Office of inspector General (CIG) received an allegation that
* , Office of Capital Markets stated that

‘had hidden assets so thatli@ wouid not have to pay additsonal money 1o i
mortgage company when his house was sold in a short sale!. Atthe time of the
allegation W home was still for sale,

Based on the above allegations, the OIG initiated an inquiry into a potential violation by
Rowe of 18 U.S.C. § 1344, Bank Fraud.

The OIG’s investigation into the bank fraud allegations led it to review SR official
filings of (1) United States Office of Government Ethics (OGE) Form 450, Confidentiai
Financial Disclostre Report, and (2) SF 85P, Questionnaire for Public Trust Positions.
The OIG subsequently expanded its investigation to inciude issues which might have
constituted a violation of 18 U.8.C. § 1001, False Statements, based on information
& rovided on these forms. As such, the OIG also considered administrative and
ethical violations tied to federal employees’ obligation to fruthfully report information on
official documents.

DETAILS

On July 10, 2010, the OIG received an email allegation stating that Wil told the
source thai. was starting a job at NCUA because he hac lost his job with a bank in
North Carolina. &l also said that W was selling®B house in NC, but that because of
the market@ibexpected to sell it in & short sale at approximately $100,000 belowthe
amount owed on il mortgage. The source alleged tha R aiso said e hid assets

(=) CCa)@En

~ so tha!lil would not have fo pay the deficiency Tothe mortgagé company. At the tme
of the aliegation, the home was sfill for sale. The OIG was able to confirm through
public records that the house was for sale for approximatsly $100,000 below the
mortgage balance as alleged. - '

- The OIG’s review of [l OGE 450 and SF85P focused on previous employment.
Specifically, the OIG’s review of documents received via a subpoena and supplied by
AShowed positions ] held that were not reported on either form. On the OGE
450, Section lli: Outside Positions requires that the filer report:

AH poéfﬁons outside the U.S. Government held at any time during the reporting
periad, whether or not you were compensated and whether or not you currently

' A short sale is the sale of a house in'which the proceeds fall short of what the owner still owes on the
mortgage. The mortgage lender can agree to accept the proceeds of the shart szle and forgive the rest
of the debt or they can require the home owner to pay some or all of the deficiency.

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
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REPORT OF INVESTIGATION . ChAu= NUMBER: 10--R.9-08

hold that position. Posrf:ons include an officer, director, employes, trustes,
general pariner, proprietor, representative, execufor, or consultant of any of the
following: Corporation, partnership, trust or other business entity; non-profit or
volunteer organization; or educational institution.

The SF85P requires that filers list all employment activities for the past 7 years. We
also reviewed section 12 — Your employment Record which asks:

Has any of the following happened to you in the last 7 years? Fired from a job;
quit a job after being told you’d be fired; left a job by mutual agreement following
aliegations of misconduct; left a job by mutual agreement following allegations of
unsatisfactory performance; left a job for other reasons under unfavorable
circumstances.

The OIG was interestsd in this section because §ilPanswered no, yet we found

articles and legal documents detailing the failure of the SREEGEGEGGEGGESGRGGE_GGENEN -
q The documsntation suggested that WlRamight have lsft
his employment at under unfavorable circumstances.

The OIG interviewed the source, issued a subpoena, reviewed records received under

the subpoena and records provided byliililand interviewsd S twice for this
investigation.

FINDINGS

The OIC's review of the documents recelvad from the subpoena and those supplied by

- s revealed that white b was reportingtimited- assets to i mortgage company, il

had deposited over $70,000 in#lf§ bank account over 16 months. W was ab!e to
supply records accounting for approximately $60,000 of the questioned funds.? The: |
deposits were not from accounts that had been hidden from the mortgage company;
rather, they were from a varisty of legitimate sources that included the liquidation of a
life insurance policy, a pay check, tax refunds and a personal loan. The investigation
found no evidence te support the bank fraud allegation. NN, /ssistant United
States Attorney (AUSA), Western District of North Carolina declined prosecution based
on lack of evidence.

In reviewing Il OGE 450, the OIG found that@failed to list an outside position
thati#ll® held briefly during the reporting period, but thatlfyno longer held when 4 filed
the report. In addition, Wikfailed to list two jobs on @aSF85P that@ieheld prior to being

2 The remaining $8,754.73 was for deposits m 2009, The bank would not provide deposit records for
activity beyond 2010.

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHCRIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT 1S MADE AVAILABLE ONLY ON A
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REPORT OF INVESTIGATION - CA. . NUMBER: 10-1-R9-08

hired at NCUA. In an interview, [ explained @ had forgotten to include the
positions on the SF85P. W further stated @i did not even think of the one%P had
during the reporting period covered by the OGE 450. R stated W did not consider
them significant since 8 held each for only a few months. ‘iereiterated thatdi had not
intentionally left the positions off the forms to avoid NCUA knowing i had the jobs. S®
stated Wibhas never worked for the government before and was surptised at the amount
of paperwork required. ¥l considered the forms to be & nuisance andfii® had not
realized the significance of the need for full disclosure,

Regarding the circumstances that led WillEo isave ‘SHIENER:xplained thatdi
had worked for a supervisor there for appreximately 10 years who managed dictatorialty
and that'\@@ had very little decision making power. Sl did not agree with many of the
pricing decisions that were being made butWwas not able to change the policy. Sl
was under a two year contract that ended in November 2008. Sl department had been
laying off staff prior to his departure anc"iilehad asked to be laid off for approximately a
iear as a way to end Wikcontract early but filkrequest was not granted. Therefore,

resigned as soon asWiscontract expired. . had been pursued by other
organizations for@gexpertise anciiibfelt that Jillwould get another job quickly,
however the banking Industry suffered huge job losses at that time and ¢ was not able
to get & job immediately. That led to the need to sel Wl house under a short sale and
move to Northern Virginia for the job at NCUA. Wil stated tha il answered the
question on the SF85P honestly and to the best of i ability. QP did not knowingly
falsify any part of the form. S . /. UsA, Eastern District of VI]‘Q{[‘IIEI deciined
prosecution in this case.

(20 (2y (@)’ (ay e

Regarding the review ofdEill® OGE Form 450 and SF 85P, although we found that‘
did omit reportable information, the investigation did not develop evidence 1o conclude
that P did so kno‘mngly and willfully, as required for a criminal false statements

—VIOEQHGH R T I et SR " S e e e

In reviewing the circumstances surrounding Il violations and determining whether
disciplinary action is warranted, due consideration shouid be given to the "Douglas”
factors.* The “Douglas” factors are the pertinent mitigating and aggravating factors that
-must be considered by the responsible agency official(s) before proposing or deciding
on a particular disciplinary measure or penalty.

18 USC 1001.
“ Bee Douglas v. Vateran s Administration, & MSPR 280, 5 MSPB 313 (1981).
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NATIONAL CREDIT UNION ADMINISTRATION
Office of the Inspector General
Investigations Division

INVESTIGATIVE MEMORANDUM

MEMORANDUM TO: File

FROM: RSN,
Director of Investigations
SUBJECT: Unauthorized Access — N EEEEIEEEED
DATE: December 17, 2010
BACKGROUND

On August 6, 2010, CEERENGEEIEEEEEE, Diision of Systems and
Technical Support in the Office of the Chief Information Officer (OCIO} informed
the Reporting Agent (RA) that a supervisor at the Asset Management and
Assistance Center (AMAC) felt that an employee might have the password 1o
access"JIR NCUA email account. Wl indicated that the information had come
from RS  On August
713,72010, "N fold the RA that the supervisor in question was ‘R,
AMAC and the employee was

ACTIVITY

- On August 19, 2010, the Reporting Agent {RA) initiated an investigation into the
allegations. This inquiry encompassed interviews with relevant personnel,
forensic analysis of [l computer hard drive and records review.

The review found no corroborating evidence that (RSN  had
accessed TN - m il account.

This document may contain sensitive law erforcement material, and is the property of the OIG. It may nof be
copied or reproduced without written permission from the OIG. This decument is FOR QFFICIAL USE ONLY, and
its disclosure to unauthorized persons is strictly prohibited and may subject the disclosing party to llabllity. Public
avaliability to be determined under 5 U.S.C. §§ 552, 552a.

Form QI-16D : Office of the Inspactor General — investigations
Q712008 National Cradit Union Administration
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Unauthorized Access
December 17, 2010

STATUS

This investigation is closed with no further action.

This document may contain sensitive law enforcement material, and is the property of the CIG. It may not be
copied or reproduced without written permission from the OIG, This document is FOR OFFICIAL USE ONLY, and
Its disclosure to- unauthorized persons is strictly prohibited and may subject the disclosing party to lfabllity, Public
avallability to be determined under & U.S.C. §§ 552, 552a,

Form ©I-18D Office of the Inspector Geheral — Investigations
07/2008 National Credit Union Administration




NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

REPORT OF INVESTIGATION
" DATE OF REPORT: May 16, 2011
CASE NUMBER: 10--R3-10
CASE TITLE; PRErmssins, b S
VIOLATIONS: N/A
SYNOPSIS

Based on a referral from (SR Vice President of Human Resources 2NN
Credit UnionJi N, the Office of Inspector General (OIG) initiated an investigation

into allegations of inappropriate comments and gestures made by NGUA Examiner CU-12 o
toward managers at RS . ¢,
("\
The information developed in this investigation could neither conclusively substantiate nor 6
disprove the allegations. \:’
—~
J
{-’\
o d
e — . — R ot
.l""-\
r\
L

DISTRIBUTION: CASE AGENT: APPROVED:
Herbert Yolles N — William A. DeSarno
Regional Director, Region III Director of Investigations ‘Inspector General

Executive Director David Marquis
OHR Director Eorraine Phillips *ﬁ'ﬂ M%ﬂ; /ﬂﬂgﬂf
{Signature)

(Signatfe)

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT IS MADE AVAILABLE CNLY ON A

NEED TO KNOW BASIS.
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REPORT OF INVESTIGATION CaAsE NUMBER: -10--R3-10

BACKGROUND -

@ s.bmitied a memorandum, dated December 20, 2010 to SN, Supervisory
Examiner (SE) alleging essentially the following: On December 2, 2010, *
spoke with a female manager about a meeting with one of her subordinate managers,
‘also female. During the course of the conversation, & asked which person @ wouid be
meeting with concerning foreclosures. When told, @ turned to the manager and asked if
she was “the girl with ...” and then made a gesture indicating large breasts. During the
same conversation, Sl also entered into a conversation about the Civil War and
indicated that@¥ffamily had owned slaves and thatli felt the country should have stayed

split. '

During the same time frame, SEl® had a conversation with another senior manager
about students funding college by serving in the military. @ stated that they couid join
the military for college funds unless they were homosexuals or “queer.” During the course
of the investigation, the reporting agent (RA) discovered that Slll® made the -same
gesture in reference to the foreclosures manager to this senior manager as well.
(Attachment 1)

During subsequent conversations with ‘Sl indicated that the Vice President of
Internal Audit had also had conversations with [l that 9 found unprofessional.

The RA interviewed the three (3) WM employees identified by Wi 4NN
W \/ic: President Internal Audit; SiSSEEEER Scnior Vice President (VP) and
HEEERN, /P Consumer Lending. The RA interviewed " illle under cath in the
QIG office. The RA also consulted who was ¥l SE during the NS
@ xamination. Finally, the RA interviewad Regional Supervisor SNNNEGNGSSER from the
S Depariment of Commerce, Division of Financial Institutions who was the state’s lead

DETAILS

On February 10, 2011, , VP Internal Audit at ‘G was interviewed in
S ofice. TN reported that @ has been in banking for approximately 33 years. The
2010 exam was the only time$Bever dealt with Sl directly. This was a joint exam
with the State offfjjjji# regulators. SN opened by stating that S regularly came
into @R office and closed the door just to talk. These conversations were not relevant to
the examination and (P own staff hesitated atiiifdoor and then left on multiple
~ occasions rather than disturb what they thought was official business. This was disruptive
to S roductivity. Additionally, Wl indicated@llhad three specific examples of
TR < havior that concerned 4l

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATICNS. THIS REPORT IS MADGE AVAILABLE ONLY ON A
NEED TO KNOW BASIS.
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REPORT OF INVESTIGATION CASE NUN_IBER: 10--R3-10

Union . S o/ S at examiners had been dismissed and it was not
going to happen to . SIS rclated that P had gone into additional detalil

including talking about the examiners, but@lsdid not remernber specifics. di# had been
uncomfortable with the conversation. @lfelt that the entire conversation was "odd and
unusual" and did not feel it was appropriate for the exam situation. },

Second, when asked to review the outside audit, the auditing company, SlEG_ge:
A requested thatWijagree to confidentiality restrictions. Basically,
they were requesting that the audit product be treated as confidential information under .
the Freedom of Information Act or similar laws and regulations and that (il receive
written notice before audit documentation (or copies thereof) be released to others.
According to SENRGSWEENREE oud not agree to the confidentiality restrictions and
asserted that @ was going to sue {JJJll® and require thern to bring the audit report to
NCUA headquarters in Alexandria without restrictions. I indicated that P
eventually called the Office of General Counsel who agreed to the restrictions. e
continued to "bad mouth” {lllMNin what&ER considered a very unprofessional
manner.

Third, =expiained that EEEIN has ioan participations that were purchased from
Credit Union IR S8 cxpressed concern that these loans
were all to s \hich igefeels would carry a higher risk due to the fact that
many of the SEEMENRS are dependent on the ASNERIEIEEEEN NN - whon they
are removed for any reason, the sMili@®:re at high risk of failure. SN agreed and
thought that the concern was valid. However, il went on to discuss 2 S in

Georgia where the had relationships with young boys and said, "You know all
" s 25 taken aback by this statement and

First] reportedilllm talked about the closing of SRR Federal Cfedi’f\

felt it was highly inappropriate.

L
I
|
|

The RA asked Sl i @ had any further information that M felt was important to the
investigation. W added thatdilB had brought 8 a very long list of documents thatig
wanted made available to i with hundreds highlighted. NS asked W i 9 was
sure that¥i§ wanted all of the documents, because while®iRhad ne objections to
supplying themuge felt it was much more than could be reviewed during the examination.

A indicated that®me did want all of the documents which Gl felt was related to
the fact that il was being exiremely thorough due to filkconcerns with the failure of
S /hilc S understood this concern, @Bwas frustrated with the time wasted
by Elstaff getting these documents ready when il came back later to say that, in
fact, lidid not need all of the highlighted documents.

SR ciosed by saying that Tl had given Ml assessments of SN fcllow
examiners, talking about one in particular who was from Kentucky and insinuating that iy
was a "hick." As it turns out, Yl worked in the same town, , as

NO PORTION CF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT 1S MADE AVAILABLE ONLY ON A

NEED TO KNOW BAS|S.
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REPORT OF INVESTIGATION CASE NUMBER: 10-[-R3-10

the examiner in questicn and was familiar with the examiner. - also tolc R that
@ needed to "go babysit my staff."

Upon questioning, —re'por‘ed he found WM cxamination to be thorough,
appropriate and fair; however, - found many offfipersonal interactions wzth-to

be very unprofessmnal

A -
On February 10, 2011, the RA interviewed Senior VP T NNIGTIEEENN. T /

shared two examples of unprofessional behavior by ¥l during their last examination.
In the first instance, the twoJll were alone in the lunch room near s office.
SR hzd been ]ooking at student loans during the examination and
commented that"iil did not understand how anyone could not afford college unless they
~ were queer because otherwise they could join the military likelll® nephew to pay for
coliege. WM folt that the tone of the comment was derogatory toward
homosexuals.

e

The second inappropriate encounter happened when [l asked WM about

foreclosure and delinquencies. WD told that "N vas the

person to ask for those questions. [n response, used Ji hands to make a gesture

indicating a woman with large breasts and asked if that was S (NN

confirmed, yes, and ended the conversation because it made¥li} uncaomfortable.

The RA asked SR about the examination process. ¥ related that there were

some problems with business lcans in TR (2nother NCUA examiner) report

but they went over each of them and were able to settle all of the issues 4l indicated

that overall i felt "R =sked for reasonable thmgs and that the exam had been hard
BN C i -1 A 3 i e e o s

N

On February 10, 2011 the RA mterwewed W, /P Consumer Lending for
—Indicated- had worked in the credit union lndus‘{ry for nearly 30

years.

VSR had quite a bit of contact with W during this exam because 'l office was
near the conference room the examiners were using. They used i office to store
documents because Wldoor locked but the door to the conference did not. " toid
W < needed to speak to the collections manager to ask about foreclosures. Wil
told him to talk to YR~ S o ported that (Il made a gesture to
indicate a woman with large breasts. (IR said after giving [l 2 questioning look
Whstated, "it's OK my daughter is large” too. SIS was uncomfortable having SR
meet one on one with (MR soWif asked the assistant manager to sit In on the |

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHCUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT IS MADE AVAILABLE ONLY CN A
NEED TO KNOW BASIS.
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REPORT OF INVESTIGATION CasSE NUMBER: 10--R3-10

mleletiﬂg between (R and RSN . ‘SENEEA /2s Unaware of the gesture made by

YR rcported a second incident when Wl was standing in the doorway of il \
office talking aboutdil\ family. S stated that{i talked about slavery and shared with
W hatll family had owned slaves. W went on to say that®i felt the North and Scuth
should have stayed split. *Qily found the conversation to be very odd and was most
uncomfortable because an African-American woman works in a cubicle just outside g
office and G hoped the woman had not overheard and been hurt or
offended. '

went on to say that §iilkhad never experienced anything like these comments
before and that il found @M to be less professional than @ was accustomed to
during examinations. In addition, Wil found him to be “chatty” which took{iililP attention
from work, Prior to this examination 8 had never dealt with §lPin person. @R further
stated that @ was relieved to be told that R, ho @@ found to be very
professional, would be the iead examiner for the next year's examination.

W 2 interviewed under oath on March 31, 2011. Also present, in addition to the
RA, were YIRS |\ CUA National Treasury Employees Union (NTEU)

-representative; (P, Assistant Counsel, NTEU; and R Scnior
Auditor, OIG. -

Prior to the start of the interview, Sl informed us that since @i surgery he cannot
regulate g body temperature, as ifll has menopause, thereforé@iih might need fo stop
and put on or take of/ Wl sweater. The reporting RA assured i that accommodations
‘would be made. R ater asked WAabout the appropriateness of the comment,

considering all of the other participants in the interview were women. il stzlcd@ll@ |

wife thought it was funny, so i did not think it would be offensive. ‘SN pointad
out that this was a business setting. Wl again stated he just thought it was & funny
comment. '

WP roporied he had been an examiner since November 9, 1986." He confirmed that
he had been the lead examiner on the most recent ilJlIN cxamination. The RA
explained that the OIG received a complaint from about his conduct while at
the credit union during the examination. The RA further explained that the complaint
included reports from three managers at

The RA told Wil thatWER reported he [l inappropriately discussed the
examination of e ‘S stated that the CEO, , had asked him = '
about SR but he could not recall having discussed— witH .

' @R =oloyment records confirmed that he was hired by NCUA on November 9, 1986.

NO PORTION OF THIS REF’DRT.MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION QF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT I8 MADE AVAILABLE ONLY ON A
NEED TO KNOW BASIS.
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REPORT OF INVESTIGATION Case NumBer: 10-1-R3-10

The RA then asked 4l to explain a dispute with SEEIEe regarding the outside audit
and if he had threatened to sue Sijj¢. S stated that he had not threatened to sue
A, Hc said that SN had presented him with a letter requiring his agreement to
keep their outside audit confidential. He was concerned about agreeing to this stipulation
and faxed the agreement to &ENSSNEEEP =n NCUA Analyst in the Division of
Supervision in Region 3.2 He stated that he eventually received permission to agree to
the requirements, but that it was ico late in the examination so he was not able fo review
the outside audit at that time.®

The RA asked about loan participations purchased by TR fonm 4D
Specifically, [l expressed concern that these loans were a high risk due to the fact
that many of the loans were made to W N» -nd that some of the SN
would change substantially if the SR v cre removed for any reason thereby
impairing the I abllity to repay the loans. JEll® indicated that he remembered
discussing this issue and that he considered it fo be a valid concern. He was then asked
if he remembered discussing a G in Georgia where the willlW® had relationships
with JEEIEEERR and if he said, "You know all il and PN |ikc GNREN."

R c=2id he did not remember giving that specific example and denied having made

the statement about W and S——.

The RA then asked about the large request for documenits made to “during the
examination. (R explained that he used a program written by another examiner to
perform a “data scrub” on the AIRES download. He said he never asked for documents
to support the larger list. @il denied having changed the request as N reported.
Rather, he stated he had highlighted the list from the beginning to identify the loans he
wanted supporiing documents for.

__The RA told (N that GRS reported he SN had given assessments of his fellow

\

() (A)

examiners, talking about one in particular who was from Kentucky and insinuating that he
was a "hick” and had separately indicated the needed 1o "go babysit my staff." Sl
stated that the examiner from Kentucky was a Certified Public Accountant (CPA) that he
put in charge of the call reports. He indicated that he felt the examiner was extremely
.competent. He went on to say he could not imagine having those conversations and that
“maybe IR judgment was clouded by his son's Sl

? The RA presented || with an undated fax found in the AIRES files for the ININEEEER cxamination.
The fax was directed to DOS mall, attention Wl [sic] with the notation, “Please read the last sentence in

_ the memo, Do | have NCUA’s permission to review the workpapers [sic]? Thank You, TR The

memo was also included in the fax. I .confirmed that he sent the fax.

® The confidential section of the AIRES report included a detailed account of the issues with the audit
review.

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
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REPORT OF INVESTIGFLTION CaAsE NumBer: 10-1-R3-10

When told that SIS reported (Il regularly came into d office and closed the door
just to talk and that the conversations were not relevant but instead disruptive to Wik
productivity, Sl responded he did not think he had been in WM office too much,
that it had been primarily business. He did indicate that they had talked about
motorcycles because dllll is interested in Harley-Davidson motorcycies. iR stated
that he would engage in conversation with credit union managers as needed to make
them comfortable and establish rapport.

The RA related a conversation as reported by Il where the two men were alone in
the lunch room near (SIS officc. WM had been looking at student loans which
were part of JENEs rcsponsibility and he W commented that he did not
understand how anyone could not afford college unless they were queer because
otherwise they could join the military like his nephew to pay for college. Wl stated he
did not recall having that conversation. Wllsaid he does not believe that conversation
ever took place as he would not discuss business in public places (like the lunchroom)
because others could overhear. He confirmed that multipie members of his family have
served in the military, including his nephaw, who he believed had used military benefits to
pay for college.

-The RA explained that (NN had reporied that @ had frequent contact with TN
because the examiners used Wil office to store documents because S door locked but
the door to the conference did not. (Nl confirmed this and stated that they also used
R office for the same purpose. The RA related S claim that while
standing in the doorway of ¥l office Tjlstaiked about slavery and shared with ll#that
his family had owned slaves and that he said the North and South should have stayed
split. Yl labeled the claim as “bizarre” as he has bi-racial grandkids. He said that he
did not remember having that conversation regarding slavery. However, when pressed
he stated that he could have talked about his family owning slaves because, being
southern, he would talk_about his family if asked and his family had owned slaves. He

stated that does not make intellectual sense to have suggested that the North and South
should have stayed split. He reiterated that he did not recall the conversation.

The RA explained to (il that the last issue had been reported separately by both
R - S, They each indicated that at different times Yl told them he
needed to speak to the collections manager and when they identified her as s

he made a gesture that indicated a woman with large breasts as a way to
identify that he was thinking of the right person. Yl further said after giving him a
questioning look he stated, "lt's OK my daughter is large" too. R stated that
S is super obese but that he had not made any hand gesture. He also did not
recall any conversation about his daughter being well endowed. He explained that he
often carried a pad of paper to take notes and a pen in his pocket and maybe someone
could have mistaken his removal of the pen as a gesture,

NO PORTION OF THIS REPORT MAY BE REPRODUGED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT 1S MADE AVAILABLE ONLY ON A
NEED TO KNOW BASIS,
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REPORT OF INVESTIGATION: CAsSE NUMBER: 10--R3-10

The RA questioned why two managers would independently report having the same
interaction with him. Yl then requested to meet alone with JENEN and SEEEP.

R - SRR |<ft the conferencs room. \

When the interview continued, the RA repeated the question regarding why two managers
would report the same experience, separately demonstrating the same gesture. He
stated that maybe the credit union did not want him there as he has a reputation as a
bulldog and for being thorough. He went on to say that SN officials try to control
the regulators and that the state is softer on them. K routinely asked to have
items excluded from the exam. The only other time a credit union had requested he
exclude items, it was having major problems. He explained that the examination was five
weeks long and he felt that he might have been close to finding fraud.

W then asked for ancther break to speak privately with the union representatives.

and SEREERE. acain left the conference room.

Upon resuming the interview, Sl added that he had heard “chatter” from other credit
unions that CEO Tl was not trustworthy. He talked about [lllM® being in a band
and using “product.” The RA asked if he meant drugs and he confirmed he did. He went ,
on to say that others in the industry reported T would fry to get. “tentacles” into”
you and lacked a conscience. ;

He closed by saying that he felt something major was going on because Sl controls

everything. He also felt that Jjll%, the internal auditor, was not following proper

reporting procedures. I said that he had discussed his concerns with his then-SA
and in the confidential section of the AIRES report.*

P <cd the RA to speak with IR ho was the State examiner assigned to

__the (R cxamination. "WENER felt W could give information relevant:to the

investigation.

On April 6, 2011, the RA interviewed Supervisory Examiner (SE) illle. S5R
provided documentation of issues IR had during the examination. in an email, dated
October 29, 2010, discussing the audit issue with NN <xpressed concem that

* The corfidential section had a heading tited Internal Auditor with the following commenis: “The SSA
allows the internal auditor to directly report to the board of directors. He.has lots of conversations with
management about conversations and finding. it didm’t look like he reports to the supervisory committee
and then the board. Our review of his work didn't disclose any problems; however, due to the fack of time,
we didn’t explore his relationship with operating management closely. What we decided fo do was raview
his reporting relationships at the next contact for independence. We expect to be back en-site in about 3.5
menths, we will have more time to focus on this area.’

NO PORTION OF THIS REPCRT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHCORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT IS MADE AVAILABLE ONLY ON A
NEED TO KNOYV BASIS.
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REPORT OF INVESTIGATION | | Case NUMBER: 10-1-R3-10

WP is ‘trying to do a [sic] end around to get what they want.. They told me they
have the option of dealing with the state instead of us. And because they get what they™
want from the state very easily they don’t want to deal with us.” e was also
concerned that SR saw aggressive regulation as a risk. On January 18, 2011, he
forwarded an excerpt from board minutes to R that stated, “Management has also
identified aggressive regulatory oversight as a new risk fo be managed. Aggressive
regulatory oversight is being seen in two areas: pressure from NCUA to make only loans
of the highest credit quality; and pressure {o aggressively categorize modified loans as
“troubled debt,” which has the affect of driving up loan delinguency rates.” However,
S categorically denied that dllB had indicated to @F that he felt he was close to
discovering fraud. (MM told the RA that Sl had a "pretty good nose for that kind of
thing," referring to fraud detection in credit unions. would not have let him leave the
credit union had he expressed that concern to . In his December 2010 update to
. o " c indicated, “We did a thorough scrub of the Aires download for
fraudulent activity, and none was discovered.”

On April 8, 2011, the RA interviewed Regional Supervisor P from the S
Y. Division of Financial Institutions.

s o tod Bsh as known SR for 20 or 21years, and they have worked together
frequently, having collaborated on seven exams in 2010 alone. @i stated that he worked
cn the SNEEERED <xamination with WP in 2010. M said that no one told g of any
inappropriate behavior by Il during the examination and that@ had not witnessed
any inappropriate conduct. dlfyfurther stated Yihad never heard or seen*gil act
inappropriately. '

- - FINDINGS vas S—

In reviewing this aliegation, all of the statements were analyzed for credibility and
consistency. While none of the individual comments or actions allegedly made during the
exam of (R had independent witnesses, Y did confirm portions of the
conversations in question. In addition, two managers separately reported a nearly
Identical interaction with \

The information deveioped in this investigation could neither conclusively substantiate nor
disprove the allegations. Nevertheless, between the credibility of the statements made by
credit union officials and S partial confirmation of some of those statements, the

questionable, i not outright inappropriate and unprofessional. As a CU-12 Examiner,
conduct towards and interactions with credit union officials should be above

investigation reasonably raised the specter that @M conduct at the credit union was /
reproach.

NG PORTION OF THIS REFORT MAY BE REPRODUGCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT IS MADE AVAILABLE ONLY ON A
NEED TO KNCOW BASIS.
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[n reviewing the circumstances surrounding Wl actions and determining whether
disciplinary action is warranted, due consideration should be given to the “Douglas’
factors.® The “Douglas” factors are the pertinent mitigating and aggravating factors that
must be considered by the responsible agency official(s) before proposing or deciding on
a particular disciplinary measure or penalty.

® See Douglas v. Veleran's Adminisiration, 5 MSPR 280, 5 MSPB 313 (1981).

NO PORTION OF THIS REPORT MAY BE REPRODUCED WITHOUT THE EXPRESS AUTHORIZATION OF THE
INSPECTOR GENERAL OR DIRECTOR OF INVESTIGATIONS. THIS REPORT 15 MADE AVAILABLE ONLY ON A
NEZED TO KNOW BASIS,
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