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May 20, 2013 

SENT BY E-MAIL 

RE: FOIA 13-FOI-00078 

This letter responds to your Freedom of Infonnation Act (FOIA) request received by our office 
on April 22, 2013. You requested a copy of written responses from the NCUA to congressional 
cmmnittees from 2012 to April 22, 2013. 

Your request is granted in part. Attached are 21 pages, six of which include some redactions. 
The withheld infonnation qualifies for protection under the FOIA exemptions at 5 U.S.C. § 
552(b )(8) meaning as follows: 

• Subsection (b )(8) protects matters that are contained in or related to examination, 
operating, or condition reports prepared by, on behalf of, or for the use of an agency 
responsible for the regulation or supervision of financial institutions. 

If you are not satisfied with our response to your request, you may file an administrative appeal. 
An appeal must be in writing and filed within 30 days from 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: National Credit Union Administration, Office of General Counsel - FOIA 
APPEAL, 1775 Duke Street, Alexandria, VA 22314.::3428. 

GC/CS,RM 
13-FOI-00078 
Attachment 

Sincerely, 

~Q~ 
Regina Metz 
Staff Attorney 

1 775 Duke Str eet - A lexandr ia, VA 22314-3428 - 703-518-6300 



National Credit Union Administration-------

Office ofthe Chairman 

The Honotable Spencer Bachus 
Chairman 
Committee on Financial Services 
U.S~ House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515 

Dear Chairman Bachus: 

January 5~ 2012 

Thank you for your letter of December 12, 2011, about the effect of Section 1064 of the Dodd­
Frank Wall Street Reform and Consumer Protection Act on the National Credit Union 
Administration (NCUA). Section 1064, among other things; directs the Consumer Financial 
Protection Bureau (CFPB) and NCUA to jointly determine the number ofNCUA employees that 
will transfer to CFPB. 

The Dodd-Frank Act requires the transfer ofNCUA's co!lsumer protectionenforcement 
functions to CFPB for credit unions with more than$10 billion in assets. Three credit unions 
currently exceed this threshold. One of these credit unions is a state-chartered credit union over 
which the chartering state previously had consumer protection authority. NCUA therefore 
transfetred consumer protection oversight for the two covered federal credit unions to CFPB in 
2011 as required by law. 

In complia11ce with Section 1064 of the Dodd~FrankAct, NCUA and CFPB also jointly 
determined that NCtJA would detail One employee to CFPB for six months fn the first half of 
2011. In addition, in November 2011 CFPB selected anotherNCUA employee who applied for a 
permanerit position. Hence, from January 30, 2011, until July 30, 2011, Mr. Robert Suess, a 
consumercompliance examiner, temporarily worked for CFPB, and in November 2011, Mr. 
Gonletuo Ward, an examiner, began working permanently at CFPB. 

Your letter further asks whether we have employees on NCUA's payroll who previously 
suppotied or perfori1ied consumer protection functions for credit unions thatnow fall exclusively 
within the CFPB)s regulatory; examination, and enforcement authority on consumer protection 
matters. NCUA did not have any staff assigned exclusively or with a majority of their work 
dedicated to t11e review ofconsumer protection laws for the credit unions that CFPB now 
oversees. NCUA has therefo~·e eliminated no positions and has not t'eassigned staff due to the 
transfer of consumer protection oversight to CFPB. NCUA has made the determination that our 
consumer protection staff continues to have a considerable workload overseeing the 4,496 other 
fedei·ally chattered credit unions. 

1775 Duke Street - Alexandria, VA22314-3428 - 703-518-6300 - 703-518-6319-Fax 



The Honorable Spencer Bachus 
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Again, thank you for this opportunity to detai1 NCUA's actions related to the requirements of 
Section 1064 of the Dodd-Frank Act. Please let me know whenever 1 can provide assistance. 

cc: The Honorable Ron Paul 
U.S. House of Representatives 
203 Cannon House Office Building 
Washington, DC 20515 

The Honorable Donald A. Manzullo 
U.S. House of Representatives 
2228 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Judy Biggert 
U.S. House of Representatives 
2113 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Gary G. Miller 
U.S. House of Representatives 
2349 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Jeb Hensarling 
U.S. I-louse of Representatives 
129 Cannon House Office Building 
Washington, DC 20515 

The Honorable Scott Garrett 
U.S. House of Representatives 
2244 Rayburn House Office Building 
Washington, DC 20515 

Debbie Matz 
Chairman 

The Honorable Randy Neugebauer 
U.S. House of Representatives 
1424 Longworth House Office. Building 
Washington, DC 20515 

The Honorable Patrick McHenry 
U.S. House of Representatives 
224 Cannon House Office Building 
Washington, DC 20515 

The Honorable John Campbell 
U.S. House of Representatives 
1507 Longworth House Office Building 
Washington, DC 20515 

The Honorable Michele Bachmann 
U.S. House of Representatives 
103 Catrnon House Office Building 
Washington, DC 20515 

The Honorable Thaddeus G. Mccotter 
U.S. House of Representatives 
2243 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Stevan Pearce 
U.S. House of Representatives 
2432 Rayburn House Office Building 
Washington, DC 20515 
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The Honorable Bill Posey 
U.S. House of Representatives 
120 Cannon House Office Building 
Washington, DC 20515 

The Honorable Lyni1 A. Westmoreland 
U.S. House of Representatives 
2433 Raybt:itn Honse Office Building 
Washington, DC 20515 

ThcHonorablc Blaine Luetkemeyer 
U.S. House of Representatives 
1740 Longworth House Office Bldg. 
Washington, DC 20515 

The Honorable Bill Huizenga 
U.S. House of Representatives 
1217 Longworth House Office Bldg. 
Washington, DC 20515 

The Honorable Sean P. Duffy 
US. House of Represeiitatives 
1208 Longworth House Office Bldg. 
Washiiigton; DC 20515 

The Ho11otableNanA. S. Hayworth 
U.S. House of Representatives 
1440 Longworth Ho use Office B1dg. 
Washington, DC 20515 

The Honorable James B. Renacci 
U.S. House of Representatives 
130 Cannon House Ofiice Building 
Washington, DC 20515 

The Honornblc Robert Hurt 
U.S. Hoi1se of Representatives 
1516 Longworth House Office Bldg. 
Washington, DC 20515 

The Honorable David Schweikert 
U.S. H.ouse of Representatives 
1205 Longworth House Office Bldg. 
Washington,DC 20515 
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Office ofthe Chairman 

The Honorable Shelley Moote Capito 
Chairman 

January 5, 2012 

Subcommittee on Financial and Consumer Credit 
U.S. House of Representatives 
2443 Raybum House Office Building 
Washingtmi, DC 20515 

Dear Chairman Capito: 

Thank you for your letter of December 12, 2011, about the effect of Section 1064 of the Dodd­
Frank Wall Street Reform and Consumer Protection Act on the National Credit Union 
Administi:atioi1 (NCUA). Section 1064, among other things,>directs the.Consumer Financial 
Protection Bmeau (CFPB) and NCUA to jointly determine the number of NCUA employees that 
will transfer to CFPB. · 

The Dodd-Frank Act requires the transfer ofNCUA's consumer protectlpn enforcement 
functions to CFPB for credit unions with n1ore than $10 billion in assets. Three credit ui1ions 
cunently exceed. this threshold. One of these credlt unions is a state-chartered credit union over 
which the chartering state previously had consumer protection authority. NCUA therefore 
transferred consumer protection oversight for the two covered federal credit unions to CFPB in 
2011 as required by law. 

In compliance with Section 1064 of the Dodd-Frank Act, NCUA and CFPB also jointly 
determined that NCUA would detail one employee to CFPB for six months .in the first half of 
2011. In addition, in Noven1ber.20l l CFPB selected another NCUA entployee Who applied fora 
permanent position. Hence, from January 30, 2011, until July 30, 2011, Mr. Robe1t Suess, a 
consumer compliance examiner, tefnporarily worked for CFPB, and in November 2011, Mr. 
Gonletuo Ward, an examiner, began working permanently at CFPB. 

Your letter further asks whether we have employees on NCUA's payroll who previously 
supported 01: petformed consumer protection functions for credit unions that.now fall exclusively 
within the CFPB's regulatory, examination, and enforcement authority on consumer protection 
matters. N CU A did not have any staff assigned exclusively or with a majority of their work 
dedicated to the review of consumer protection laws for the credit unions that CFPB now 
oversees. NCUA has therefore eliminated no positions and has not reassigned staff due to the 
transfer of consume!' protection oversight to CFPB. NCUA has made the determination that our 
consumer protection staff continues to have a considerable workload overseeing the 4,496 other 
federally chartered credit unions. 
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Again, thank you for this opportunity to detail NCUA's actions related to the requirements of 
Section l 064 of the Dodd-Frank Act. Please let me know whenever I can provide assistance. 

. . 

()~--Y~, 
cc: The Honorable Ron Paul 

U.S. House of Representatives 
203 Cannon House Office Building 
Washington, DC 20515 

The Honorable Dotiald A Manzullo 
U.S. House of Representatives 
2228 Raybum House Office Building 
Washington, DC 20515 

The Honorable Judy Biggert 
U.S. House of Representatives 
2113 Rayburn House Office Building 
Washington, DC 20515 

The Honorable Gary G. Miller 
U.S. House of Representatives 

· 2349 Raybi.1rn House Office Building 
Washington, DC 20515 

The Honorable Jeb Hensarling 
U.S. House of Representatives . 
129 Cannon House Office Building 
Washingtoni DC 20515 · 

The Honorable Scott Garrett 
U.S. House of Representatives 
2244 Rayburn House Office Building 
Washington, DC 20515 

Debbie Matz 
Chaii·man 

The Honorable Randy Neugebauer 
U.S. House of Representatives 
1424 Longworth House Office Building 
Washington, DG 20515 

The Honorable Patrick McHenry 
U.S. House of Representatives 
224 Cannon House Office Building 
Washington, DC 20515 

The Honorable John Campbell 
U.S. House of Representatives 
1507 Longworth House Office Building 
Washington, DC 20515 

The I-fonorable Michele Bachmann 
U.S. House of Representatives 
I 03 Cannon House Office Building 
Washington, DC 20515 

The Honorable Thaddeus G. Mccotter . . 

U.S. House of Representatives 
2243 Rayburn House Office Building 
Washington, DC 20515 

The Honorablt; Stevan Pearce 
U.S. House of Representatives 
2432 Rayburn House Office Building 
Washington, DC 20515 
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The Honorable Bill Posey 
U.S. House of Representatives 
120 Cannon House Office Building 
Washington, DC 20515 

The Honorable Lynn A Westmoreland 
U.S. House of Representatives 
2433 Rayburn Honse Office Building 
Washington, DC 20515 

The Hononible Blaine Luetkemeyer 
U.S. House of Representatives 
1740 Longworth House Office Bldg. 
Washington, DC 20515 

The Honorable Bill Huizenga 
U.S; House of Representatives 
1217 Longworth House Office Bldg. 
Washington, DC 20515 

The ITonorable Sean P. Duffy 
U.S. I-louse of Represe.ntatives 
1208 Longworth House Office Bldg, 
Wa:sltfogton, DC 20515 

The Honorable Nan A. S. Hayworth 
U.S. Hoqse of Representatives 
1440 Longworth House Office Bldg. 
Washington, DC 20515 

The Honorable James B. Renacci 
U.S. House of Representatives 
13.0 Cannon House Office Building 
Washington, DC 205.15 

The Honorab.le Robert Hurt 
U.S. House of Representatives 
1516 Longworth House Office Bldg. 
Washington,, DC 20515 

The Honorable David Schweikert 
U.S. House of Representatives 
1205 Longworth Ifouse Office Bldg. 
Washington, DC 20515 



The Honorable Richard Shelby 
Ranking Member 

March 30, 2012 

Committee on Banking, Housing, and Urban Affairs 
United States Senate 
Washington, DC 20510 

Dear Senator Shelby: 

Thank you for your recent letter requesting information regarding the Dodd-Frank Wall Street 
Reform and Consumer Protection Act (the Act). Congress passed the Act in response to the 
worst financial crisis this country has experienced since the Great Depression. We are firmly 
committed to implementing those reforms in a careful, responsible, and effective manner. 

Over the past two years, we and our respective agencies have been working diligently to 
implement the Act. Collectively and individually, we have sought input and feedback from the 
general public, private industry, public interest groups, and a broad range of stakeholders. We 
have also held numerous meetings with our international and state counterparts. In response to 
these efforts, members of the Financial Stability Oversight Council (Council) and other agencies 
have received many thousands of comments on our regulatory proposals. We and our respective 
agencies have carefully reviewed - and are continuing to review - these comments in the course 
of rulemakings and studies. 

We agree with you that Council member and interagency coordination and cooperation is critical 
to this effort. We are committed to implementing the Act through close coordinatio11 and 
consultation between and among Council members and our respective agencies and staffs. 1 The 
members of the Council and other agencies such as the Department of Housing and Urban 
Development and the Federal Trade Commission are consulting extensively with each other both 
on a bilateral basis and through the Council itself. There has been an unprecedented level of 
interagency cooperation, which has helped us to implement reforms in a careful and effective 
manner. The interagency consultation process has included staff discussions during the initial 
policy development stage as well as during the rulemaking process itself. We have shared 
proposed and final rule text prior to issuance as well as draft studies. The level of consultation 
and coordination has gone well beyond the formal consultation requirements of the Act. 
Consultation is taking place at multiple staff and senior policy official levels with the intention of 
improving the consistency of regulation across the financial industry and of reducing the 

1 The Federal Trade Commission has very little rulemaking responsibility under the Act. The Federal Trade 
Commission and the Consumer Financial Protection Bureau are coordinating and fully cooperating on 
responsibilities either preserved or created in the Act. The two agencies entered into a Memorandum of 
Understanding, as required by the Act, on January 20, 2012 setting forth, among other things, how the agencies will 
coordinate and consult on law enforcement, rulemaking, and other activities. 



potential for overlapping or inconsistent regulatory requirements. These consultations help 
highlight the interaction among different rules under development by agencies, as well as the 
interplay between proposed policy alternatives and existing regulations. 

As you know, the various rulemakings required by the Act raise a number of important and 
complex issues. Moreover, the work on many of the implementing rules is not yet complete. 
We are working diligently to address these issues and to improve the various proposed 
implementing rules in light of the comments we have received and are receiving from the public. 
As you note in your letter, the Act - like all pieces oflegislation - is not perfect. While some 
provisions could be clarified or improved, we have identified none that would impact the core 
areas of reform that are essential to strengthening the global financial system. Accordingly, we 
have thus far been able to work to appropriately implement the Act without legislative 
adjustments. Once the rulemaking process has concluded and we have had an opportunity to 
work through the implementation issues, we will be in a better position to address whether to 
recommend changes that might make the core statutory framework more effective. 

Thank you for your interest in this important issue. We look forward to working with you in the 
future. 

Sincerely, 

..-:-' -:-~ T~~thner 
Secretary of the Treasury 

( 

Richard Cor: · · ay 
Director of the.Consumer Financial Protection 
Bureau ) .. 

~!~-
Chairman of the U.S. Securities' and Exchange 
Commission 

~J.~ 
Edward DeMarco 
Acting Director of the Federal Housing 
Finance Agency 

,,...,,,JJl4i-..-~ii 

a Gensler 
··· airman of the Commodity Futures Trading 

Com 'ssion 

Shaun Donovan 
Secretary for Housing and Urban Development 

Martin Gruenberg 
Acting Chairman of the Federal Deposit 
Insurance Corporation 



··ommission 

Acting Comptroller of the Currency 

Debbie Matz 
Chairman of the National Credit Union 
Administration 

.L ..... 4(!5?/f .. ..... ·• .... / .;/· . . i?!Y~//i~:t{;!rZ ... 
s. Roy Woodall 
Independent Member with Insurance Expertise 



l'hs; Ho11or~bJeSpence1' Bachus 
C··t·····.•· .. ·.· ... 

' 1attl11a1l .. 

House C<>m1i1iti~¢ onFi11~nc.ia.1 Setviee$. 
2149 Ri).yputn H~n1seQffice Building 

· was1~ingto1kl)c :msl5 

··- . . . .. 

Novefobet1s 2012 ..... :·:·::·· :·:···-:·.·."-:·.·'· ... 

. .. . .. . . . 

Tha.t1k yon for yottr 0ctobet25, 2012.~ fotter req\i¢$tihginformad011 about the pr9pqsep J1;1le 911 
the. definiti.011 9f troubled •. c()ndition· recently. Jssu¢d·• by the. NaHotial. Credit. l]xli911 .. Ad111i1rlstratiqn 
(NClJA): •. We aisq. appreciate learnipg q~ y~~tr s1;1pport for any ·action tl1at:NCUA ·Call tEtl<;e. to 
~rd ti gate. losses to the ·National Ctedit• Uitloi1 $hare.Jllstfrance· Fui1d {NCUSlF)i 

... . . . . . . . . . . . . . .. . . . . ... .. . . :·.·. . . . . : ·. . . . . 
. ·... . .· .. 

L13t i'i.ie assUteyoi1 that. ~s: adr11inistrator oi'theJ~¢tJStf:, the N ClJA1Joa1# co11t41m:+llY takes . 
ptoilctiYe stepstoptotect the· fund. NCUA fa al$o ui1iquely po1Sif!om~d to obs~rve ltll.t!on~l trends· 
fo tfie cfi?qit 4qion ii'td us fry that· c'tn affect th¢ NCVS IF, fo r¢ccnt years, WP ha.ye see11. ~ti ... 
uicrease iil. the n1i1t1ber of fedefallyinsured credit .u1U0ns With. a:$s~ts less than $@0 njilli()n 
exp~l'ience soii1e ·degree of financial stress irr b811L£ed~rally chartcl'ed ~md state;.chartered · · 
instit.titlo11s, · · · · · · · · · · · · · · · · · · · · · · · · · · · · 

As CJhaitthtUl ofNCUA~1 am working thro9gh•11~y R.egu1Iitory· JV1qd~rti1zation Iriitiative to. keep 
th¢· cr¢djt uni 011 i1tdti$frY safe and soumf whU~> i~~H¢'!/hjg q:i'eqit unions o.f µnnecessa1:y' regtilatory 

· · htitd~fis .••.The hutfative tallows tl e s • irit of Presid~nt Obama~ s. Exe6nfrve dtder · 135 79 • • Vi'hi ch . ... .• ·····•· ...... · ..... ·.· ................ ····· ···•··· ..... l .. p ........ ·.;·· ·············· ................................................................. ~·.··· "• .... . 
askeq fo~epe1ide11t agencies to ex*lll ine. t}le.ir • i~~gulat~9µ~t elifoh1~te 9 utdateq 01· insitfffoien~ rules; . 
afad create fridre· effective regidatdty progrwhs betfot•suitedto the •post-teccssfoh envfroilnicnt 

. ... . . . 

NClJAalso respects the. dgbts and responsibili#~s of ~tq.fr; regul21tots; W'e place. greatvalµe 01fa 
coqp~r~tive pa.d11~r$~ip; a.i1d we view qtfr rql¢. at; ()n¢Jhat ttttgnwnts · tmd sUJ>polis the i11i.s$jon g.f 
6u1; state •cdunter1#i'fa · }ior example~ N9UA •coJt$i~teiitly main*hJ~d ;,ind· suppl~rne11fod state 
ex~i1lination pfograrns in. recent year a whecri stat~ bu.dget Constraints prevented adequate · 
ex~1uin.atkHl. atjd .supe1'Yisfoµ sfoff to co•tturn~. rqbuststate. examinatfoi1.programs . 

. · .· ·.:. :.· .: . ·.·.·.· :·::.:.:.· ... ·.·.· . . . . . .. . . . 
. .· . .·.· .· . 

As t~e credit'(Jnion ilidµ.stcy has en::ietged•from tlJe seriou~.1i1mn<;ial ctisi$Qftl'.1¢ J~s($eV~nll 
years~. tilu~ lesson we learned is thatNCOA rilusf be able to respond q~1ick:ly wh~n pmbl¢1)1s are 
di s9gvered iri the· credit imio11s whii;h we in~~fr¢~ . fa $Ottie f nstanc.es~ •we couLd hot· do this to the 
ext()At w¢ thought. apptopdat¢ because 0~1r CAMJ'.!ttatihg difi\:ted frqmthe •state tegufator>s~ •• 

As a testiltthe NCUA Board has proposed aruleontroubled conc!it~on creciit. '9t1io11s. Tbe 
· primtfry putpoSeotthe P.tOJ>osedrlil.e is to petniitNCUAfobettefprotectih~NCUSIF in those·· 

·~~~i~t~~1ci~~:Lar~~f~~e~!n~~e~~1~~1~ih:~~b~~~~jc~!~~dec~·~~ftSu~~~vt~~&~a;~10$W•(SSA) 
~-....,.· ;.,,,.,.,.,,~......,..,..,;...,.;...,~.... -~ .: .. :-.·.· .. ··.· 

1.7.<7f.•)· ·. D· .. ·u 1<•e···.· S··.··t· r···~. ·· .. ;;,; t·•· ·~.··A• ••J·•e·.·x·· ·•.·:..· .. n· .. ··.d···· ···r '1··a···.· ·v····.A·.·· • ··2·· ~ 11>1 4·· · .••3• ·•4· ··"'·~.·•a~ .. -... ~·.7·w·~.o-···3··~ ........ •5·· ·.;...;...•1· '"'i>}·~·. ~.;...;...····3-""-•·o:.:..:. •·o..,:.,;.··· ~ 
... . . . r· . ~ ~ . .. .. Ci\ ·. .· .. · , .·.: .··: : ·~-~-}>. ·-·:·· · .. ~: : · w :· ·.:·- .. ·~:-·: .. O:,.,..·V·· · · ·. · · 



The H90tmrble: Spenc(;lrBachus 
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. proposed ai11ei1<:lfngtbis definition so that CAM~:L l'atings would defo.dh to. the !.o:wc~t('.AMEL 
rati!Jgbetweel)NCUA andth~ SSA. Th11s, ifth~•SSA 0<11lchtdi;sthatthc CAME!., rntingisa 3 
and .NC(JA. •rates it a 4; ·the four would prevail.• Tl1i~ is sigriificafrth(;!cause .a CAMEL rdthtg of4 
wot~ld per1nitNC(J A to• apptove changes i11 rnfuiagemept, .an aiithority n.ot grai1,ted iµ supervisfon 
qf c,ANfEL 3 credh u11ions. W.e believe this ~hrtJ)ge C(lUld.h~lp to n1idgf\te)osses; ......... . 

. . . . . . 

Howevet\ bef'ote taking any actitHl resulting frp111 the proposed rµle change, N¢0A woutd . 
follqwits usq~l])ractice ofconsu1\fa1gwith and seeking concurrence fnnnthe SSA wltluirty .. 
· chai1ges.in rnanage1nent.undei· co1~sideratioh.ljyNCIJA. By polisy \ve always co1isl1Itwith the 
·SSA ona11y ar1ticipated actions lnvolvingaJtlSCU in.advance oftakiri$ them~ · · 

the Jbllowing i:i,re .answe1's to the six specific questlons about the proposed troubled co~1dition . 
ru1ethatyoµ i:~ise4 in your letter: · · · · · · · 

. . 

l. Jlowwtn th.e propos~~l ilffect a FISCU1s ehojce. to operateuncl.er the guidance of its state 
i'.~gtdttfoef ·· · · ·· ·· · · · · · ·· · · · · ·· · · · · · · · · · · · · ·· · · · · · · · · · · · · · · · · 

;rhe proposed t.t1le Will 11ot affect the· choice o6t Fl$CU to operate Wider th~ gp1dance. of th~:it • 
primatytegulator .... Ratbet, fr affects onlytbe: ¢xf$tfrxg· •·eqtii1'¢:m.~11tto• s¢ek NCUA approval al()ng; 
· · • 1: ···h·. t· .f.· · .. h·. ••¢is···A• .. .r· · · · • ·1· · .·d• ·h r ; '1 ;11 ·.··. ·c;;.·· en i 1tl1e . ··· ntN. ··cu~ ot.l1e QSA h w1t1~ ao.t eP .. ·. 1oranypanne.c .. ange~uma. .. ag~tn, .. 1 L .... eve .. · ....... r\: .. r ... 9,> .• · as 
de~ignatf:d the ·institution i11·trpubled conditiqn <GA1\IJEJ,., 4 or~)~. l woµkf Hke fo pqiiJfout that in· 
situatioms it1 w!ubh the SSA t'atihg.is fower th4ri N¢l)A~ s; the• SSA's rating i>revaHs. · So· this . · 
pt'opose(:lcbange is, in factJevelingthe pla.yin;g TI¢ild. · · · · · · · · ·· · ·· ·· 

Tb\:l .FISClJ '.fUl;l~t still ~orriply with au die l'et}.1.tir(;)x~1~nt$ ~et f91'tb PY their piitnar;y regt!latOI'. 
H<.Ywevel';the proi:msed • laqgµage. expands Oll the~xisting statUtory reqt1iremeht for riotic~ tiild .. 
ap1?toval ofa. cha11ge in offfolaI. to• hicfod.e .ehhel'tl1eNClJA's or the SSA's defodniiiatfon: ·that a 
HJSCQ is in tr!Jubfo!;l conditfori,. · · · · · · ·· · · · · · · · · ··· · · · · 

NCUA ti~termh~~d tfoit the prap9~q.f".V0Jilcl11qt hFLY~ fo!:lerali~in lmp1foations for pvrposesQf 
Exec:l!tive ()rder 13132 pritl11ilriiy fo1~ tvvo re.11~mi.s. > · · · · ·· · · ·· ·· · · · · · · 

. . ...... . . . 

. First, the di$tributi()n of p<N1et and tesponsibi !ity between state tegtilatots a1td NCU A ln this 
G(lS¢ Wa$.decitled by Corigresswhenit appU~dtp b()th state•chattereda11dfedetall)lch.artel'ed 

"""-'----~--·-·················· 
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ctedi1• unit)1is in uo~tb!ed condition .ther¢q\Ji:r~i11~i1ttq.giv~ NCUA.noti~~~md $11 ornmrtui1ity tp 
disapprpve a chitJ1g¢ in officiah;, I yet dire~fe.q NCT)A alo11e t() define tfie {~1111 tfouhl ed condition 
for that purpose. 

· SeGond~ the proposal has. only an illcidental eff".ct rJ11. the dl$tri bution l)f ppw~r betwe.~r1 $t1,ttt:) 

. r¢gtll~tcirs .a11dNCUA hecau~~ it p<;:rmlt~lNCVA to :reJY 011 its ow:r.1 \:AMEL rating o~' 4 FlS~tJ · 
· or1Jyfo:r •a single purpose~tO Jde11dfy· the cr~dittbttprt. aStroubfodconditio11~ reqilirii1g the credit 
u11ion ttl give NC(rA not~~e tlnd an op1,ortut1itytg disapprove a ch~nge in. 9fn~h\l$. As · · .· 
m~ntio11eq~bov.e;theSSA'.sownCAM~Lr~ti~1g.~fa~1tjrrt11Jaffe¢t¢d.fo1'·aU other·Pu.J'.1'.ios¢s.asthe • 

. pHtriary 1·egul~to1'. ofstitte~dktl'tei;ed credit ui1fo11J1. · 

3 .... foNCtlA's.exp~dedcc, bnvedi$U.gt¢¢im'~11t$.~1efyyf!e:tf.~~~t¢regµl~tqrs@r1tlNQlJA.9.n 
C';AJ\1]tL. tatiJ1g~. co~trH1uted fo focrejts~~lo~s~~ to tbe N()USllf? 

(6)(8)-·.~~-·---. . --·--

. ..· ..... ·.··..... . ... 

4. ·.'J?:l~~<.]>:topq~af Jlf#t~thilt dis~grceme~ts lj~Oi'.~¢h ~h~ ~tnt~ regLill:it.;ir~md N'CUJ;\. 9n n .. 

··~t!i:~~:;:t!1:·f !1~:~~~1i!~·~:;:~1:1:ir1~~~t~~11¥;h~1:~~~¥ j~i::;•~;;~i~::i!:;:~;t~1~6~: 
.. h~v~·resulfod. i1roul~ one a.geucy ¢ute~ot#!p,~ a )fl$(?U as.in '~troµ()~~(l ~9nd~#ol•;r., · 

(b)(8) 

·12(;i,$.(;:.•11~;oa(a)(2r 
lit §.1790a(f) 

~--- ··-----····-······-·---······-·····-'-.'.-----· 
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............................................. ~·······. 

5. TQ t)l~ ext~1tt that NCVA tlUd a $fate l"~gulator disagree Oil a :FlSC"(:Ps. CAMEL. ratiJlg; 
.l1<>wdo~sNC"l]AwQrkwitb tbi st~t(l t'tiguJatcwto.resQlvc•the·diffedng E\ss.;ssJ:l1.eu:.t$'f· · 

1,~{fUA g<;11I1P_zjj!plfi£fillllini!fui111~t\'~ d_ilJmn<i§,Y\L\l!il!i~·~~lllJID!J(bj(B) ==i 

I 
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Pages · · 

.· :· ', ___ : .. ;. .. 
. - . .. . . . . . . 

(> •.. Wm.the prop.os1:tl te$µltht. NCUA ~<:>.ndu~#p.g1p.9t~fr~qt1.~~t91~$l.t~ ~x.~mJ•~Jr~ion.s <>f FISCUs? . . ... ... . . ........ . .. . 

Th¢ptopqsed·char1ge•in defil1iti.011ofa.troupled oqnditipn.qreditunion Jiyitselfgenetally·willnot 
resultii1.NCUA• co11ductingmore·frequeriL(~hsifo exafoinations (Jfnatur&'l Plil:Sqli FISCOs or 
coi'.(?orateJ:<'ISCUs. buf cufrerit cdteria•rdtaii o!}site C.ortta<fr h1 any FtSCtJ is as ibl1¢ws:. 

··-·····-··-···-···--·-·-----

(b)(8) 

Siit>ervisi<m Rt~11yfe4eraUy.in$1m~4.cr~ditµ1~1oni$.4.epen4e11to.ntheCAMBL.tatiJ1g.asw~Jl.as· 
any r~s~s,.ipep,tified at the j)t{l'ticulQJ: fos.tituti()[t, f)qt so1e,1y •ort.~he. la~eI oftroubl~(j C0llditio1i. . The 
fil11otil1t of sl1,pe;£VisionwiH E\pply;Whether N(:Ut\. )lltc.lSSA. ~tgtee .on the CAMEL•ratiiig .or11ot 
Otti' goal fa to• e11sli.rethe .s~fety and· sqm1d1less {)f the Ntl.lS IF and tile credh u11iqn Jgd\istry. . .· 

. . . ·: . ·.· :.·.· .· ... ·. ·. . . .···. 

.. ... . . . .... :- ... ",' ·. . . ·. :_ 

In. S.lJm; l. ~pp~~9 iate' youi;. cqn,cern~ c:tbo~1t oµrxec~nt tµ1 rpm~king Qn troµblr,::{;} gpnqitiQ1i Ct¢':4.lt 
unid~s. NCUA c911s{ders ,our· SSA c¢ul'Wirparts to be \tahtitbl¢ parfh\_?rs in •fbittHi~1g otir t11isslo.1t 
to ptotectthe.NCUSrF and promote ~tabllit:Yin tite cre4it µpion fodi~sttY~. vle ~ontiniie foufake 
. chartg~s to out systeµis, .. ppJicfos ~t14 regul~ti{)11s in al1 effort fo 111od~rni~e the;xegul~toty ••.. 
envirP.11xn~nt. f;lnd 1~.we1·ag~ l~ss()ri$J¢!'lt11ed ~o help ertstitj;) ·~·.•healthier apq stt'.<Hige± cre<:lit •union . 
. i11dtist1·y,. Please do noth~sitate to.~011ta9t lneJf'y(l~1,SI~qul~have ~~lditfo11al qt1e$tions of•· ..... 
.. .. . .. . . ... ·. co11cet11s; 

Debbie Matz 
Ch~frmatr ... 
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Decemher4. 2012 . . . . . . . . . ]: 

tlieH()norahle ~pe:ncer 13achµs ... 
Chafriliart; House. Financial. Setvices Co1nn1htee 
~129 Raybun1House Office BuHdhlg · · · · · · 
Washington, WC 2QS15 

bear Chafr111a11 Bachus: 

Thaxtk. you foryot1r October 2, lettet about credit µ;njpn [nve$tl1)ents invaria,L"IJ,¢ .antrnity co:ntraqts 
(VA¢~), Specific~Uy.; yo~t have asked Iffed¢ttiti+!l~ statecredit•\mions are permitted to i11veslh1. 
VA Cs under the Federal• c:tedit Unimt A~t· (F.00 :Abt)ij,!td National Credit tJ11ibi1 Admill1$tt'ati<m. 

. (NCU A) r~gufotions. I am pleased to pro'iride the d~tailed response yoq requested. · · · 

Fcdetal Credit trnfoh Investments . . 

. A.federal. credilm~on(FC~) inves~ng for i~f3own~ccoUqt is subjectto thein\7estme11t p1'ovisions o:f 
·. · ·· f 107(1)•· •·(8·) .. · nd· :·(15')·· .. · 4~th ,f'C.· lJ Actatid Paff 703 ofNC'.UA's re 1ulatfons.1 Thete is no sec.u:Jns .· .. . , . • a . .. . .. .Of: .e. . ...... .. . . . . . . . . . ... ... ..... .. . .. ..... . .... g. . . ..... .. . . . .... . ...... . 

·16~f>i4(~1!1t0N12fJ~·~1~e~~~t~~~~fdV~~iJ1f{i1~{i~iJ~~i~1f~dLl~v:~.~~i~~~:~~~~~~~~tSectioi1 

co!llp~ny•(RIC} or.collecdve. iuvesti11el1t•fUtH:t•(CIF)~ b.ut.0111yifthepfospectus of the RIC o.r CTF 
restrfots t11e investment portibli 0 fo il)vestn1~i)ts and. fovestmen t transactions . that are pentdssib le for 
t"CQ$.2 .·~ec•tj{)ff7()3,2 qt'NCtJA.~$;reg11ltttiq11s.def'i11l!t3 a•RIC as''an•1nvesttnentcompanythatis 
1·eglsted~dwitlitI1e.S¢c\idli¢s·;i~dExehruige.·coirirxiissi<m.~111der the InvestmeritC0111pa11yActof 
1940 (15 tr.sx:. soa);H

3 
· ···· •••• •••··••· ·••·· ... · · 

. . 

A. V .. A. c· • •· ·1·s·· ·a co11·1nl. ·e•x p·1··od. ·uc·t'' tl1a· t c· ·an·· . t•..,;·k,.v· a1~·1· o ... •1s' '.t-.o;·n:1s· G"11'"1'"'1·1·'-· •1'.t· 's a· I"'rodu· ,.·t. 'so·1a•·b· ··y an· .. · · :.:· .. ·. . .. ·•· . '·' J:'.'·i:.·: . , . . .. . .·. •• · "··"' · ... ,, ......... ,.+.L~ ...... < .... J·"'·· ·'°' "~ .,,., .. •, ~ .· • "· .. ·.· , .... '>( ....... •, ...... . 

insuranciec9l:tjpa11ythat ofteninch1destrrvestmepts•in#ocks. bon9s~ nmtu~ffµnd$1 and mon~y 
mark~t~cboui1ts, It .iS $dmetimes desetibed as a rr14tt.lal fund With· atf i11sufance. •iwrapt althoqgli no't 

~~ut~~1ii:if e~it~:~~~1:~~aj~~fy0~;\;Ag[r:J~t~~J¥~t~~~~1fy::e;[&e~:;:f ;~~:.ii~l~;::~~i~fbi:t 
hrvest1neuts for FGUs: . ffowe:v¢1\ it is· P9S!>ibl¢ th~t ~0Ji1e VACs haver~p in$uranoe wrap. aq~t their 
undedyingRICs consist of permissible •iriv¢strri¢0.~sfor FCUs • 

. ... . . " . . . .. . . ........ . . . . .. . . .. .. ... . . . . . 
' ·. . . : .·· . . :: 

The fq!Jcnv.i'ng fl:re examples of insfa11c~s wher~ il VA..Cwould ~tld vvould not be a permis~ible 
in\!i;stnit;11t:for an ~CU. ff a. VACJnc114~$ (l,11 lrisuranc(l w1;ap~ th~n it is npt it pem1i$sible investment 
)jecause · FCU:s inay 11otfove$f il1, *e qbligllfio11s <?ft.i1sl11:¢1.l~qe • comp~n.ies. 4 ff Il VAC bas no iri~tintn~~ 
wrapt bnt its prospectus fails· to testdct the portfolio• of underlying RlCs t() onlypehnissible 

··~~~~-.... -. -· ·~.;......,. ...... ~-·-·-~·~.: .. ., .. ""'~ 
1775 Duke Sfr¢$t•~· Atexandrfa,VA 22$ 4;.3428~ 703,,518·"6300 

. . . '. . . . . .. ' ' 
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inve~tn1¢11ts aiid i1'.tvestmenLtransactiorrs for. FC:Us, t11enthe VAC isJ111perniissible f()f FCUs.5 lf a 
VAC h~lS'W i~1sural1¢e wrap, audits prospeptµs properly restricts theportfol..io ofu11der1Ying RICs to 
oti.1···.··· e· m'ssihleinvestrrtehts arid htvesm1ehttransadio11s for FCUs. the11 the VAC is a· ;ehnfasible .. YP r 1 ·. ·· .... · .... · ... . ...... ...... ......... . ...... , .· ......................... I ............. . 
investnie11't for FCUs. · · · · · 

Eve11whe11pel'missible, however,aVAC.111ightnothe.ari·appropdate·tnvestrn.e1i:t•fcfr·a11 FCO. 
VA¢sare generally (if~signed. to 1,1~lo11g·•tenu •hiv~stn;wnts~ and i11sura11¢e companies ~1'.iay charge fees 
foi-• ¢l\rly • wit{1d1·aw~r offLititlst Fµrthe:t\V Ads g~t1.era11y have a tax~shelter feature· associated with 
the1h. To.the exte1lt.FClJs do not beheilt.fr()ii1 ttiiS:f6atur¢J payihg extt·a. fees for it seetns 
unhecessary and costly;. Before purch!:l-&ifrga pedriis§il:ileVAC~ an FCO shoulil em1t1.re that the 
i~1Vt:$JJ.ne1'lt·J$ c1mslstent with its liquidity,.interesf ra,te dsk,~rida$set"lil1bilitymanagernent policies . 

. A dlffet~elit set of rules applies when an· FCU. is in ye~th~g. for its own account· as discussed above and 
When it.ls frivestingtbr the pU:ri)OS¢ of fcitidilig e1njj1Qye¢ P¢'.ii¢f1t pJu1i.obligatio!1$. ln orcletto enabl¢ 
FCUsto compete with. banks to hire•and tefoJri qttality etnployees~ FCUs have mo1'e hwestrueqt 
fle*ipi,lity ~Nb~tifondingail employee bcilefit plan•9bligudon·undtt1'•Section 701.19 ofNCUA;s 
teg1J]atio11s, }ntbatcontext, ari I;>ClJ rnay pttt•ch~se 111\1estrnents that are othe1KVise i11111errnissible for 
FCIJs.6

• More specifically~ in.fhatinstl.l,11ce,.Jh¢j11vish1:l.entrestdctiohsinthe FCtJAct•and Part703 
ofNCtJA's reg~ffatkms do Iiot apply .. Of co&t~w(S¢ctfot1 7bl .l 9 in1pqses rnanY UmitE1tii:l1~s aiJd . 
. safety and soundnessr~stdction$ m1 tijistypeoffovesthig. We mention Seption 701,19 becaiise an 
FCU n1a.y considerfovesting 111 a VAC in the ettiplo}'~e benefitpia11 conte~t and \Vould ha\1e broader 
latitude provided. it.tnet all of the teqi1iteµ1e11ts 111Sectiori·701..19; .. · 

.State;.;Cbartered.Credit.Union Investments 
. . .. 

TheFC:U Act.and Part 7M ofNCtlA's teguJa.tions do 11ot apply dil'ectly .to the Lttvcsttnent activities· 
ofstate,.1.;lfarle.ted ~H'ecm tu1.ions. These activitfos)ite g&vetr~ed by state law. :tfowcvet, the FCU Act 
~nd ~CU!\:;s investl1Jel1:t regtrlations do apply lndixt:lPtly tq s.t.ate"Phai1ered e:redit t11frq11s th~iJ ~r~ 
fed~rallyirisu~ed. Specificall)'.f NCUA~s insut"ance·r~gulatfons provi~te. that federally. fosured, state.,. 
e:ba.1'.tered .c~redit .ui1iO:i1s.aJ:e requited to •establish~· spec.fa!. reserve for those fovestttients that. are 
. perµ1jssible under their respyctive state faws lmt~r~ dot Pttrn1issihle. tu1derthe FCU A~t or N CUA~s .... ···· .. 1 . ·. . .. 
reg;ulatfolis; · . ·. . . . . . · · . 

!hope this tespo1ise answers yout cortstitm;J)~ts ~~ricerns. lf you or youtoonstituent has any further 
qw~$ti orts •or coiicetits, pleas¢ .do 11qt faesitateto. ¢ottta¢t "&CUA . 

s 1:z.cJf'.Jh§1o~J4(c) · 
~.J2CLklt §'i.OLI9: ... 
· J~C;F\R:·§WH.J<i\)(2) 

.. . ... . - ...... " . -> :.:· .. ·-:. :.: .. :·.::· :-. . . .·· .· 
.... ·.·. ·, ·:· ··.. . 

Si99drely~ ·~· • . •. •·· 
· .. · .·: .-.'.".' ·.· .... ·- .. ·. :·:.. :::: :.:::.·:: > ..;.::: .. ·: .. ::_ : .·. >: 

: · .. · .. · : ·.·.···· . . 

·····JJ••· .· .· ...... ·. I /#',: >~ ) .· .. ·.··.· ...• .......... ~~<>; 
. ~·· .... ... . . . . . . . . . . . .. 

·Debbie Matz 
Chairman · 
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. . · Offfr;e ofthll c~~!rman 
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· •. t11e .Ho119tabl¢ .T:im Jolt11s6n 
.... Chaitinai1.. · · .. · · · · · · · · ..• · 
• • .• • · Se1iate •Committee on. Banldng, Hbusii1g; and. l.Jr'batt)\ffail's 

· · < 534 Dirksen Set1ate office Btlilding · · · · · · · · · · · · · · · 
< \V~hi11gfo11~ no 2osJo .. 

Dear Chai.tihap JQlmson; 
. . . . . . . . . . . . . . . . . . . .. . . .. 

. . . . : . . . . . . . . . 

'fh4g}(youforyoµr.l~tter ofOc~ober.16,.201~,followingµpon.tJw August3l,2012,.N£ltJA 

. . ... ·~:!ef s~::%;ig~~~~~::~i?b~J:;::0itaTui~!~~i~t~~l~~:}~:;~f~~1i'\:~ffe1d1j~~4i~[r•~g:u2··~~;J/atm 
• . • ptog_r¢,$s h1 inipl~!t1e.ntiiig the r;econ11i1e1ld~tions <J6.titaipe<lin the • ()lG~ s 1~epqrt al1d · tq tes1~oiid to 

~QtJraddhfofa~lqt1estfoiis aboutout appealsJU'ocess and exmninatfon pi·o~ram. .. . . . . . . .. 
. . . . . ... . . . . . . 

· pow tJsn.11fl of tire formt1l/ippeals frQCJ1ss· .. 
· ... ·.··. :.· .·:.: ·.·.. .· .· .. ·. . : .· .. · ·.· .. : . · ..... :.·.· ... . . .. . . . .. . . . . . . . .. . . . . ..... . . . . ... . 

• In )tout letter~ yo ti. ask~d why ctedit. un1ous m~k~ i,µfrequent use ofNCUNs• foi<tnal. lilfJpeals 
.. pto.cess. W<3 be~ieve the use o.fSRC app¢alsis irl'.freq}.le11tbec~use thevastma.iodtyof · .. · 

d'ffi < •.... f.;. t. . . . d't ' .. · dNCUA. ···. •... te d tr ... ·. l th. . fl t ~· ·. ··.·1·· •• ·•1· . r· ·. ·.... l • r :er~t'lc@s v,e w:eep ere ,i unn:ms 4tl .. ••·•· ·•·•·· .> 9re .se ~e Jr9ug1. e 1rs .iout eves o appeas · 01.nlfried befow: · · · · · · · · · · ·· ·· ·· ·· · · ·· · · · · · · · · · ·· ·· · ·· · · · · · · · · ·· · 
. . . . . . . . . 

. Exait1inee, . Fo1· mo~t matter~~. the app~~l $ ptqq~ss b¢git1s with a. <:t'.Cdit rrnion ~pprq~.ch.irtg the· 
.... ~x~fofo(1r ... This. is tile; most effeQtiv{\ m¢thdd of res()lvfog disagreement$. Gte&it. ®fol.1$ l1~V~ · ]~J; 8i~GJi t~lfu:tiqrt qr di$~gree vyith a~ ·¢*~i~tJc~ti $ ~oi1c!µsi&11s. ~01d to reel! fvG #ttppott •tor .. 

... ·> ·: :-:-::·. ·: ··.: :-:. . :- .· -:-: : . :- . ·. 
... .. . ..... . . :·. . · ... ·.·: . . . . ... . . . . 

Sunervisoij Exa111iner. For concern~ about a:rj ~x~rniner's {;lctions orwhen. ~. p,r~dit union and 
. NC(J;\.¢~~r1ti1'l.#1~.p@-11()t.r~soly~d{ffer<:Jn~~~ ~h(>l:ttaq e~£tmh1a;tJonreport; we.f:lc1:Vis~the •. 
Ati4it ~t11fo11,tq ¢()ntact the sµpfjtVi~ocy. cix~hi·~~j~f. •• The credit imi()11's $1JPetvi$01.Y. ~Kitn~lner 

.• ~~;kc~~~1~:!r~~i~~;~~:~~;1:~~tv:v;r\~£=~:J~!s~~cfa!.¢h¢pk.the. ~xam·ii1er' s• ·arfo1y~i$, •• afid• .. 
. . . . . . . . .. .. . .... 

0· · r' .. ·· · '·1 :o·. ·• · ... 't 1 . ..]• · th · · v . i• ·d 't'fer ~· 'e • a ot·. · · et ' · · ·tvd: ·b· ih .· ·.•· tt . · , "VisoY ·exati1ii1et .n;;~g1mk1 ... 11ec.u. n. ee £:L~.1 ........... ctW .. SPJ1l.1 ...... g;··· 1e~o. o .. y ..... es.per ... If ............. · .. · .. · j 

•a 01~~clifl.tl1ii1l1ri1ay cantE:wtthe•!legi()ti.1:11•:Qi'redtor V.#hi1i.jO days ofrecel\lirig a fhial .. . 
•e}{arniitatiQ'1 repott · the•Regfop{tl •ntrec~or wIH cqnducran Q~jectiy~ .review o:ftJ:ie fo¢t~ ~nd . 
• fotm~Uy r~$Pc>Jid ~11 writing, • tl1is ·third 4·eyi{'}W Je'/:¢1 pa1i ta;I<:e fa1t9 ·~~co tint arlior~ global· · · · 
perspeptive qftheissl!es ofco1;1cer1:1to th¢ cr~qit 4riftjrl. · · · · · · · · · · · · · · · · · · · · · · · · 
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bfilce Exantinatfonand Insurance and Office of General .CoµnseL Credit. tfalons·jn(Jy 
a.ctdlt19t1~Uy appeal• $J)~ciffo isstfos to h·rCtJAts. ()ffi~e ofExa.rii1nation. and ln.~uranee or 
N¢.t)r\,''S •qfflc~ qf(J~11et'.~ C(n111seL Thf!~e• (}ffip¢s ca,q pi'ovi4ie ti\lthol'.itaH\ie g4id~11c;e ()ll 
ex8liiii1ation policy and regu1atqty con1pHance,. t<esp~cti vely, ht o.tder to resolve •~ iffeh;!hces · 
refatfogto poljqy, ex:amination pt·oc¢dut'es, $pocificiisKlssnes~ or fogal tJJ&ttets; · · · · · · · ·· 

. . 

Supervisory Review Committee. The n1ostfo~tJ.1.al •. ~ncl definJtiye, butleastused, step hl the 
app¢als pfo¢ess •isthe sac; Created to CQlllply\vi~h Secdolt 309 ()f the Riegl~ ¢0.n1Q1Jiµity . 
. Pevelqpment.ai1d Re.gulatory • 1mptQVelt1r.mr A,.9tof lfJ94~.the SRC is.mi independ~11t~intra~ 
tlgel'lcy appeJJ~te body coinpl·i~ed of tbtee SS7I1i~H' NCtlA l)rofessionals, Ji()ile .ofwlio111 is . . 
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NCUA ,sttives•tb mininiize e~aminaJi011 cprnpJ~lJ1:tsan.d ~pp~als thtough the co1~.prel~~nsive •.. 
ttainlhg. of o.ttt' ~x4111iners. In adcut~on t:<:> (ec;h1tic:f1l opti1'$~W.cfrk and insfructfo11 .on ctedit rm.ion. . 
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thefr appeal rights through a\iadety ofn1echatjts#~s. ··•·· · · · ·. · · 

. . . - . - .. 
. . .... -- . 

·: ___ : .. :::- -:'''"· ... ::··: · ..... : -.. 

. ·. tile exnminatiqQ. report cover letteris.sued ttt~a:C11•9r~dithrtion proyides ~n overview. of th¢ 

c:l•P:®5$. . (b)(B) ~=-· . ·~·-· ·_· _· -~ 



•--T'1e Hqi1oi1.'tble thn$ohnso11-
-- -••_--Dece111bet•f$,2-0l2 

P~g~3··-- ---

_ In acidltkm_; .TheN(J[]A-Repor,1, a 111onth.ly newslietter ~i~tdbutedwidely to cr~dit unio11i.11dustry 

-•. --d~~~nf~st~~;;~~s;i~~~~~c~~:<l-~~~~~~:~~i~~dc~;a1{~Ai~AsY~t~teJ~:.it~ii~~tv~~~i~t~r:s.needed 
. for the fovlcw of Iegitiituit~ complahits, _ fo thq :rfoatfiitUtG~ t'he NCUA _ ReP<j~~t wilt also fcafore 
ari alifole abOi.tt how the SRC conducts its wo1kal1d. V;ihat a credit union should do to fifo rui 
~ife6tiv¢ ti}ipe~I. - - - -- ----- ---- ----- - - --- - - - -- -- , - -

. . . . 

):)uti:!'lg theJasttcn y¢ar;kNQl)A' s SI~q ha,$ <lt;1cf4¢~ only five ~<ies. _ Howpver, the SRP l1a13 
·-recel1tly ¢xpe1·fo1tccd an uptick fothe ni1fpberqf@pe*ts•filedatidpres~fotly has•tbree cases• -
pendhig; •• Thisincrease.i11•appeals.rt1ayhave•cor:heas aiestdt of!'IJCUA~s• efforts to better· 

-co1i11'µµ1ikatel~ifotmati(>11al;qutth.e appcals.proccssto-•c'redit..unfonsfoptiblic s1:iecches~town 
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.·· .. >. . . :.· ·.: ·.:.:.'. .:-:: ::::: .. ··:: :: ::y= .:>::::-:·:;:-:-> .·:·: ::>:::- . - .. 

' -- -- - -- - --- - -
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r~port to proviqeJu1. exact nrunper 9f day~ ~U cii.itsta!ldirig e>;.a111inafloris, and supervisip11 
cqnta.c~s have be.en ope11 by a Sµpei:visor,Y E~atniriefgroup. -.NCUAagreed · \Vith this_ 

. -cdmpJi~nce t11011it6dng recomtttendatiori and h*~ already impI~meriJed the· iti1ptbvernt:nt to 
- oursysteihs. - --- --- - - - ---
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The_OIO -.reconiniended that:NCUA establish anatiol'.lal-repi:frting•requirement for each _ 
_ regiot1al .of£ce ·to prdvi de specific detaUs ()n ¢H-$}5ut~Ct ex~rn.foati0t1 I ss11cs elevated. by credit 
• µpjoris to the RegJoi1al Dii'ectm· 1t1 a11. app~a~. • NQUA agreed \viththi$ recqn1mendatioi1 tu~cj 
]$-wodd11g to ~sta:bH$h prooeclµtes tp rdtitiil~l)' q().iJ~<it. $peqitic q~t-Ofl$-Oll 4ispµte4 _ --- . ---
• ~xairiination issues. We_ e*pect to in1.pl~ll}ynt tI1e .¢h~1ij¢s 11tfoessf\ry forth~ 9~11ectio11 of this 
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the()!O reco1nn1e11ded thatNCUA df:!velop·L1li el~ctro11ic rec.oi·dktlepfog sysH:rnfor aH ~!tC 
aptiviti¢S;. NCUA agreed w.ith this r:ec,0111111erid~tiq11, .. The .SRC has alr¢aqy h1~yed its filh1g 
S)1Steifr •to ·'1. pap¢rlessfotmat using etecfroiiie sc@s uf ol de1~ 4octt.i1JentS ·with spt'eadsh~ets fo · tfa.ck actiohs. · · · · · ·. ·. · · · · · · · · · · · · · · · ·· · · · · · · · 
. . .... 

il1e01G recqn11'nenqed thatNCUA revisittl1¢ ci1rre4t Qmbudsmanr~portirig structure, 
N(;DA, agl'e¢d \VI~l1 this recqin111e11datfol1. · • 01~ 1)~¢~111.ber • 5,the .t;JCl)j\ ~oar~. appi'dved. the 
moving orthe Ombudsn1J:mrtos1ti011 to one reporting~d.irectly to.the Board stipel'\ilsed by the 
E;xeihtive t>h~ctor. J\1nfo1gst dtber ll)iµgs~ th,e ()rjjµ\idsn)a# iQceiyes~ fe\lltHvs aiid ·... . . . . ... 
~i\~-!~i~iJ:ti:~~~al complaint& ofa teguJiit6h 1iatlli·e·(with .cett~hi exceptiofis) · ~t the. 

~i=~i:J~c1irl~~i~!~~~~i~1~i~ili\N~W:f3;~~~;1r;~n\ . 
.. .. . . . . 
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NCUA agrees whh ydn about the need to ensure that exaJ1ifoati.ons a~•e v.ieH-calUWated to shiallet 

·~s~1tiu:~)lb)1.~1,i:t\~:~1~:~1~~~~,~~;~1·~ltos~:~r:1rt~te~~~~~~f;n1i:;~~~!:r~1t·~~1~!1dustry· 
dsk$;. Bde:fly~.the $CUEP·redtic¢d the1ni11,,thJ~J1ltt;iqulted exa111Jnatiorisobpe iltCAM:EL Li.2, ox 
3 federal ctedithnforts with iess than $1() 111H1fon in total assets. . . - . . . . . 

. . . 

thr':w¥h the $CO~P, NCQA 11,0W C(.)f!lpl~t¢~ c>ii:.~h~ ¢~an1i11~ttons. vvithi11AO ~()µr$ fQf?{P,~ll 
cre!lit t1nip11s th!t at·e f'in~1~ci4lly an4 otfo1'.atip~alJy s:ol).fi4 and p1~esentl¢w~r i.i$k tq tli¢ $l~~1;e 
t11$ili'a11¢¢ f'l1~1d, •. f( CUA. tatl6ts th¢ ¢x~l'l1f1t~tl6tiib ~~~1110$t p¢tt1n¢nt aI'~as' <if H$~ i11 strt~ll. Atedit · 
ullipi1s•····• fo!ldh1g, recordkee1,ing, and hlternal augitfuhctions~ anwng other·ti~atfo~'s.· 'NCUA~1So 
Issues mote ¢ondsee·,.u11ninatibti repottsto sninll cr¢dit.urtiqns. · 

. .. . . 

In S~pteml;}er 2Ql2,.the N~~QA Board voted1111Zti~it:n9usly tP isspe i:t prpp.Os¢4 ~le<ru1({ . 
{zjtefpreti\r~ ~tat#:@~11t upf!ritifig the ~ef~1~tto1i ~f ~ ''~ttJ.~ll y~}tit¥'~ tt!}d~r the Jteg\.ll~tol't Pl~)(1,biHty 
A~b · • 'rh~ pi1Jp()!l~I w()lild · ihct~asf tJip· tbtesft()Iq fQf ii **~{I· c~~dit · u11i<J1} f~tj~1i 1~~$ tl~~1 • $W · • ... 
. tJ11~~£;~J~~sf~bb$~~~~~I:~0ft;sJ~~~.•~1:~~ftf{i~i~W;~~~~q~i~~tfJA~~~lfJ~e~~~~~~ht;··costp 
~yaj~9~e th~ ~ff~c~ •pf p1ci:rt>osed tu1¢s, • ~P 4~t.~1:P:\h~~ wh~U~~t c:fedit µt1.iot)s v,iitl) 1¢s~ t~~tj $~lo . 
million in assets should be exempted from some provisions of proposed rules tlr sepa~:fi;tely 
cmisidered. - \ 

(b )(8) \ 
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ln conclusion, N CUA tecognizcs that .fimi,rv;fal .h:illtJtu.tionrcg\ilators n1µst conduct ex(lli1foations 
.. f~irly and ¢Q.11Si$t¢ntIY~ ~net we· stdve tp ~gl1,i@e Hits. ~t~~1.q~td; ••. Om~ appeals pr0(1¢$S serv~s· a$ ~ll 

.. inipol'tal1t sef of checks aJ1d balaf1ces t(Y enstfre.• tMf~c rt1eet< this. stai1daid. · MoAfovet, NCU~ 

.. remaiM qol1Wnitted tQ.acktressillg fegitithate ci;lnc¢1'ns abpiit•the ptesetlt ¢Xantination prpoess, 
mir1ifoi~ing r~gulatory conflids;•prornoiing prob~dtlral f.~i~·1i~ss, a(jvfl11ct11g exa11}foation .. ·· 
COJ1!jl$te119y~ and t~iforing Our e,X~(ninati9~) pt'oc~pµte~ arid.J•iJfes tp addfosi; th~ unique need~ of s111an Ct'.edfri.1l1io11s. · · · · · · · · · · ····· · · · · · · · · ···· · · · · · · · · · · · · · · · ·· · ··· · · · ··· 

••·Pl~al)~ donothesita~e to·yontactme should.you•hti\le additiormlt1uestions•or·stlggestio11s abotit thetc 
111atte1's; · ·. 

. . . . ... . . . . . 

.. . . . . . . 

. ,/~lV?erel¥t·""""····c,·-~, . 

~ j··· ) .. . ·J .. <~/l.7' . . ,,> ---:··:·3;.:/7 

-::/p••,,r'g~~p ~~i~ ~· . . }!)~ . ) . .. ·.· .. :·.· .·. ·. .'. 

gh:ft~!'Jatz •(:::;-· .'~·"":·<<.,. 
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