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February 22, 2017

SENT BY E-MAIL

RE: Your FOIA Request #0IGFQOIA-2017-02

This is in response to your letter dated January 6, 2017, requesting information under the
Freedom of Information Act (FOIA), S U.S.C. § 552. Specifically, you requested the Reports of
Investigation for the two following cases, respectively: Case Number 14-AI-R4-01 and Case
Number 14-AI-R4-04.

I have provided herewith 47 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.

Moreover, I have withheld nine (9) pages responsive to your request. Information in these pages
qualifies for protection under subsection (b)(8) of the FOIA. Exemption 8 applies to information
“contained in or related to examination, operating or condition reports prepared by, on behalf of,
or for use of an agency responsible for the regulation or supervision of financial institutions.”

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:
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National Credit Union Administration

Office of General Counsel-FOIA APPEAL

1775 Duke Street

Alexandria, Virginia 22314-3428
Sincerely,
Sharon Separ
Counsel to the Inspector General/
Assistant IG for Investigations

Enclosure

cc: FOIA Officer






TO: Executive Director Mark A. Treichel
Regional Director C. Keith Morton, Region 1V
Director Cheryl Eyre, Office of Human Resources

FROM: Inspector General James W. Hagen Z %/——

SUBJECT: Report of Investigation (Case #14-A[-R4-01)
DATE: July 7, 2014

Attached for your review and appropriate action is the Office of Inspector General Report of

Investigation of possible misconduct {unprofessional conduct) by (| EEEENEGEG (W) (e)
Supervisory Examiner, National Credit Union Administration, Alexandria, VA. No portionof (W(M{(e)
this report may be pholocopied, duplicaled or disseminated without the express permission of the

Inspector General or Director of Investigations.

Please notify this office within 45 days of management’s decision regarding disciplinary action
in this matter. All investigative reports must be returned to the OIG at the completion of any
agency action. If you have any questions or we may be of assistance, please contact me or

(D6 OB O ()



NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector Genceral
Office of Investigations

REPORT OF INVESTIGATION

CASE NUMBER: 14-Al-R4-01
CASETITLE: N (=) (v, (2D ()
CASE STATUS:  Closed - Pending

VIOLATIONS: Misconduct: Unprofessional Conduct

PREDICATION:

On January 30, 2014, the National Credit Union Administration (NCUA) Office of Inspector

General (OIG) received an email complaint from [N
. ording NCUA Supervisory Examincr IR
I SR olcccd specifically that M demanded, in an
adversarial and hostile manncr, that il client, . Vicc Prcsident,
]

provide i} with a list of all of Il redit union clicnts infS, so that
M could contact them and tell them to stop purchasing JENEGGEEEEySSy™

SR sated that SR had already instructed two credit unions (NN g:

I - | S Ccdit Union) to stop using J

—

A second allegation stemmed from the investigative interviews of witnesses who stated that U

WP irappropriately shared sensitive information about one credit union with staff members --
al a second credit union.

>

U

' Hlis a contractua! vendor of RN for credit unions. S

DISTRIBUTION: CASE AGENT: APPROVED: s

o

Mark A. Treichel . Sharon Separ o

Executive Director Director of Investigations Assistant Inspector General L

for Investigations

jafl‘e./w—

(Sig € (Signature)

This report is furmished an an officlal need to know basis and must be prolected from dissemination which may
Compromise the best interests of the Nalional Credit Union Administration Office of inspecior General. This report
shall not be released or disseminalad to other parties wilhout prior consultation with the Office of Inspecior General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.



REPORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page 2 of 11

SYNOPSIS:

Investigation revealed that during a visit _,
N . Scpiember BD met with IR, Examiner (Regionf,
NCUA, HEEEEE becusc B had reported a recent embezziement by a Sl employee.
During the visit, [ININEIR asked SR staff members for all dormant account records so that
B could review them, Credit union officials informed il that the reports were not retrievable
through the crediw furnished by Jll At this point, IIEEEE went
into the office of Compliance Officer, INNII and initiated a telephone call
with IR A ccording to I :i:(cd that the S . s:d
could not provide the dormant account reports Ml requested. M told the Reporting Agent

(RA) that W replicd that Bl was not going to take “no” for an answer. [l persisted with Il
demand until il produced the requested reports.

I (o1d the RA that the telephone call with IR was very “heated.” SR
explained that the while the system is capable of generating dormant
activity reports, and that it is JJlllll policy to advise all credit union clients to activate dormant
activity reports, not all customers—including i Jlll—e!cct that functionality. [l related that
Bl atiempted to explain to S that, consequently, the dormant account reports were not
easily re-produced and it would take some time. SR stated that upon hearing this,
ﬁ'demanded a list of all i customers inflllIM in order to advise them to stop
purchasing Sl vrograms and support. [ taff members corroborated the heated
exchange between YR oS- @lirequest for [l customer list during the

telephone call.

) Q_‘_)Q'\')

Duringjjiiliinterview, IIIIJ insisted that Bl is always polite and professional inliil# dealings
with credit union staff. [further stated that [ was polite to IR during their
telephone conversation. Moreover, [l stated that[Jjdid not ask I for a list of NI
customer base in |||

However, R staff members who were interviewed characterized R b<havior as
“put of line” and stated that [iltreated Sl staff in an unprofessional manner. (G
Manager, [l stated thatiiiidocs not want to have any future dealings with SN and
fears retaliation for voicing [llkcomplaint.

During a visit o N, SR i .S
i‘let with (M. Examiner (Region 4), NCUA, IJEEEENEER to observe him during
a joint conference. [ related to the RA thatiiiilasked NN wha
company R vscd. I to!d@lthat the credit union used [ERNER tatcd tha il
did not inform anyone atjjjllof recent issues with or advise them not to
continue to contract withjJlll However,-staff and board members who were

This report is furnished an an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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REPORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page 3 of 11

interviewed stated thatdid in fact discuss with them [lllcomplaints abousiiliand the
incident atJ .

SUBJECT(S) INFORMATION:

I Supcrvisory Examiner, NCUA (Region 4), RN is -
current NCUA employee.

DETAILS:

Allegation 1; INIEEEE Intcntionally Undermined [l Business Standing and
Reputation.

On January 30, 2014, the NCUA OIG received a letter from [N a)lcging that SN
threatened to advise [ QBB credit union customers to stop purchasing
B s o ftware, thereby undermining and harminglilllbusiness standing and reputation.

o
N
Allegation 1 Findings: §
o~
On February 18, 2014, the RA interviewed |GGG ; 2 t<d that in September 6§
2013, received a telephone phone call from N I st:t:d that d O
during the phone call, Il was hostile. IMstated that I requested a report of d
dormant accounts. NN plained that the report could not be readily produced, "
given the (R d purchased and used, and it would, therefore, take some time. \(_\,

I <:tcd ihat upon hearing this, Il demanded a list of all B customers in
B i order to advise them to stop purchasing [ MMM programs. As background,
SRR  xplained that [ did not initially request that the I it purchased
should capture this type of data. [[llstated that he told I cculd provide the requested
report the following day Jilfistated that{JJJj iearned later that [N (o!d INEEEENR that they
needed to change their IR program immediately to replacclllllll program. N
stated [} flew out to meet with I in order to assure them that [ lfcould meet their needs
and “smooth over” their concerns. [l statedjiilBalso expressed willingness to meet with NCUA
examiners in order to explain [N programs.

B :t2:cd that in January 2014, Bl contacted regarding comments NGB
made during a recent board meeting. [} stated tha reportedly told- board
members that‘ was a terrible system and that other credit unions had issues with its

I o grams Jstated that R also informed (he I board members that il

would provide names of different vendors to replace | NN statcd s very

concerned with the potential damage<J Il has caused tof il as a result of i} interactions
with area credit unions. Through [llcounse!, [N stated that as a NCUA Supervisory

This repori is fumished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated to other parties without prior consultation with the OfTice of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.



REPORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page 4 of 11

Examiner, JJNEI speaks from a position of authority. JJl} added thadllllhas been in
business for overllyears andﬁ actions have unjustifiably called into question its
reputation and credibility.

On May 21, 2014, the RA interviewed . Prior to the interview/ IR was advised of
EBGarrity Rights (Exhibit 1). Il stated that because [l was concerned that I
internal contrals were weak, JiJicequested the dormant account reports. [l stated that I
toldilll that Jcould not produce these reports. (IR directe JIIEM 1o c2\) @, and
]

a conversation on speakerphone ensued among

stated that [l Jearncd that IR offered credit unions the option to produce these reports, but
because I did not initially request it, it was not included under its contrac

stated that [llll remained professional during this conversation and that ifflwas misinterpreted

as speaking loudly, it was because they were on speakerphone, [l stated that Jill did not ask
—forﬁ customer list because il can pull that information via the call reports in
AIRES.

On April 17, 2014, the RA interviewed | stated that in _, an employee at
anch was found to have embezzled money from the credit union’s
dormant accounts. [l stated thatlll immediately contacted the police and NCUA. | IR

stated that[lll also contacted all Il members via email and requested that they verify their
account balances.

I (:cd further that in September NN - o @ to conduct
a mini-exam, as a result of the embezzlement. Il stated that [ w=s not happy with
some IT issues (Internet Protocol addresses) that [l found during the exam. [l related that

further expressediilldislike of JJJlll because it did not provide dormant account
reports as part of its service 1o JIIl cxplained that MM did not normally request
these reports from{lJl}. However,llexplained, they were available as part of their data
processing service. il stzted thatjlNtod her I should change to another data
processing company and[lwould provide the names of some potential replacements.
stated that a change of data processing support would cost approximately $500,000.00 and would
be a board, noti decision. JlBexplained that [ has contracted with§lllfor over

years and has been very satisfied with its products and service. [JJJjj stated that

N A< anded a daily dormant account report be produced and included in the board

minutes. [JJEII stated that the board did not want this report included in the minutes.

B : <o rclatcd thollJE had toldlllebout a telephone call amon
]

and
inGHI office. According (i to!d l that l called = back
after the call to apologize for|JJ rode behavior.

This repart is furnished on an official need Lo know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This repori

shall not be released or disseminated to other parties without prior consultation with the QOfice of Inspector General,
UNAUTHORIZED RELEASE MAY RESULT [N CRIMINAL PROSECUTION.
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REPORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page S of 11

I stated that during this same timeframe, I requested, with no accompanying

explanation, a!|[lllll personnel records. IR statcdiiil did not comply with this request
because they contain confidential information and raise privacy issues. [l stated that
contaclediilllattorney who agreed withfjj refusal.

I characterized I a5 doing things that seemed out of the ordinary with regard to
usual examiner requests/actions. [l stated tha

names of auditors to conduct an independent audit and, if iR subsequently retained one of
the independent auditors ]I could attain 2 CAMEL 3 rating, I stated thadlll hired

one of the ind::ﬁndent auditors as directed. Il stated that this independent audit cost I

approximatel B stated that until the current CAMEL rating, CAMEL
rating had historically been a 1 or 2.

I e characterized [l behavior as “totally out of line” and stated thatlllhas
never been treated thai way by NCUA examiners. lJlll statedill does not want to s
again. ]I a1so stated that the current examine (IR assigned ol s likewise

unpleasant to work with, [JJjrelated thatl cxpressed dissatisfaction with thej | NN
branch and recommended its closure. I stated tha

and lost several members and businesses as a result. characterizedll as having a “big

cgo” and needing to prov stated that- refused to allow certain groups to
join [ llbccause of the credit union’s CAMEL 3 rating. Il statcd Il was frustrated

because these new groups would have replaced some of the accounts lost as a result of the] ]I

IR anch closing. il stated further thafllldid not appreciate the wayjJJl} conducts
B whilc at the credit union and asked iffcould request a different examiner.

also expressed concern that NCUA might retaliate againsiiill o becauscliillcooperated
with the investigator in this matter.

On April 17, 2014, the RA interviewed INMMEN si2tcd (hat in RN, SRR

employee Pmnch embezzled funds from the credit union’s dormant accounts.
i)stated notified NCUA immediately afler learning of the embezziement. |G

stated that[lll first me{M in Scptemberfl, shortly afier the embezzlement, when
I visited the credit union withij SN stated (hat M came into [ office and

demanded the dormant account reports. JJJJ told Ikt il did not have the reports and
would call their ,compan o detlermine if these reports were available.

I siaicdlllinitiated a cali o Bl related that [ put NN on the
speakerphone during the conversation so that could participate. [ asked

for the dormant account reports, indicating that the reports should be readily
available [JJJJJl siated tha R 2ttempted to explain that the reports would take time
to produce._cxilained tha R did not ask for the dormant account reports as

part of their contract with However,Jfexplained, production of the reports was an

This report is fumished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the Nalional Credit Union Administration Office of Inspector General. This report

shall not be released or disseminated {o other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.

had initially threatened witha
CAMEL 4 rating. However N informediR that P would provid<lIE with the

subsequently closed the branch
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REPORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page 6 of 11

available feature of the system. [ stated llhat’e).:pressed-dissatisfaction with
B s)onsc and was very rude t R stated tha (N =sked
_foh customer list in order to inform them thatlfill does not comply
with NCUA regulations and is not able to produce certain reports needed for NCUA exams.
stated the entire phone conversation was “heated” and thalh| behaved unprofessionally.

B si:cd thaffil} was embarrassed by the wa IR interacted withEE and
called 8 back to apologize afic{lIJNEN |c@ER officc. Wi stated thatf N implied that
25 an inadequate N company. NI stated that during the exit conference,

I\ d they were a CAMEL 4 rating. [l added, however, that if they || N NNNEE
hircd an outside auditor to come in and perform an independent audit, NCUA could upgrade
their CAMEL rating to a 3.

On May 21, 2014, the RA intewiewed- regarding alleged misconduct b- during a
recent examination. Prior to the interview, JJlilwas advised of il Garrity rights (Exhibit 2).

B siated tha{jjjjiihas been an NCUA employee from Febru 1o present. [Jstated

tha@ill is currently assigned to Region 4| R lnm stated that
R - otificdlll of a fraud involving the credit union’s dormant accounts. Ml related that
B informedii that R !anaper of thl} branch o S ad stolen

approximate!ly R (oSN dormant accounts. S ated thadilladvised
I to contact the police to file a report and to conduct a 100% positive member verification
to determine if any other member accounts may have been compromised. Additionally, R
advise thatlill needed to have a fraud audit performed.

' wﬂl&- met witHIIR and other staff members at
stated tha as hesitant to file a police report due to media exposure.
B :xplained that it would facilitate NCUA issuing a prohibition order agains if
filed the report.JJstated thaﬂ’ met withjjJ} at I couple days
afierj arrived. Jlstated that B requested the historical data reports for the dormant
accounts dating back from the time/ Il was hired. [JJstated tha NI 1o dBand
that the reports were not available. [ stated that at this poin{ R 2sk< N
whetherdillwas going to deal with this issue, emphasizing that it was unacceptable forjillilinot
to. il stated tha@litold I (hatJJil] was involved in another issue and would take care
of this afterwards. I stated that this obviously was not acceptable tolj N s
grabbed the dormant account paperwork and said Jl} would take care of it I

R indicated (ha{ I did not seem to be happy with the wayijiliwas performinglilil}
“staled that I went intoi office and initiated a telephone call with
described the phone call (on speakerphane) between| NG -

behalf of- as “heated” and related that it did not appear to be ioing well. IIbclicves

the call lasted approximately two (2) hours. [Jjillstated tha was clearly upset by the
Wpined tha | was rude and abrasive during the telephone call with

Afler the phone call [l stated tha told at [ needed to be more

This report is furnished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be releascd or disseminated 1o other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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REPORT OF INVESTIGATION
Case Number: 14-A1-R4-01
Page 7 of 11

ﬁrsistcnl in getting the credit union to comply witHllllrequests.

stated thafiiwas eventually able to provide the requested documentation (past
dormant account information).

explained thafliillhad to manually obtain it from back up

historical data records which took time to complete. [Jllrecalled tha R made the
comment that[fJliwas not a goodi:ompany.

B c<):tcd that the atmosphere at [ fier his incident was tense. I stated that during
a meeting with the IJJlll board members, I threatened I with a CAMEL Rating
4, istated thatjiill and e commended that Il have an outside auditor come

in and conduct a fraud audit due to the theft incident. [l stated thatfilll explained to the

board members that this would assist il in their bond claim with the Credit Union National

Association (CUNA). Jlllstated that Il gave I 2 ist of approximately three (3) to four

(4) auditors to consider and comact.i stated that [l did not know any of the individuals

on the list personally and made no recommendations. [JJJill stated that in Il opinion, the

manner in which|Jlpresented the independent auditor issue to the board members

sounded like a threat. However, because the board agreed with a:=
recommendaticon that they hire an independent auditor, they decided to giv 'a CAMEL 3
rating.

- stated tha_ demeanor al- set a negative lone with the credit union staff
and the board members. [l stated that[fconducted an exam atl i May- and
they received a CAMEL 2 rating. [JJstated that}felt the most recent CAMEL 3 rating was
unjust and heavy-handed JJllllopined that iffiillhad challenge about the CAMEL
3 rating, then| Il would have questionedudgment and it would have created more

stress. [ opined further tha an ard members realized that{ll was not the
source of the tension and are very satisfied withlll a5 an examiner.

I 2 e d that soon after the lll incident af S her relationship with|[JJlfichanged

dramatically. [llstated that JJllcontinually micromanaged il questioncdilliregarding
every assignment, and was never satisfied withililwork. stated that [Jlljoined the union

(NTEU) because [J}cared would atiempt to fireJilll stated that it was very
stressful. tated that eard similar complaints regarding from other examiners
oA i iy

assigned (R stated that i

performance appraisal and it included very positive comments. Nevertheless Jillwas surprised
when received the lowest performance appraisal to date on the final appraisal.

I st llllas been reassigned to another Supervisory Examine N since
Januaryll}. I rovided a statement (Exhibit 3).

This report is furnished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report

shall not be released or disseminated to other parties without prior consuliation with the Office of Inspector Gencral.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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REPORT OF INVESTIGATION
Casc Number: 14-Al-R4-01
Page 8 of 11

Allcgation 2:- Inappropriatcly Shared Sensitive Credit Union Information

Durini a visit tol N 2)lcpedly disclosed sensitive information about another credit

union

Allegation 2 Findings:

On April 16, 2014, the RA intewiewer/lanagcrfl" reasurer | NGNGNGTINGEG
B rcgarding possitle misconduct by [ st2ted (ha @l first met N
during a joint conference in January{llll} @l stated that during the joint conference, NCUA
Examiner discussed areas of concern contained in a prior Document of Resolution
(DOR). I stated that one of the issues dealt with delinquent loan reports. [lllrelated that

B suogcsied that [l contac company to have these reports
used for theit # replied
then responded that it w “personal

generated. Whe
that B stated that
I corpany folRP:nd that they could

opinion” that Jimay not be the best
ated this raised some concems with the board members.

discuss it after the meeting.
N iso stated that [ asked SR to provide I with a list of other
I o mpanies used by area credit unions (Exhibit 4). IR statcd thad B had
been an [Jllcustomer for over 20 years, and saw no reason to changeljj N
companies. [l stated that as the joint conference was concluding, they asked [l about
i carlier comments with regard (ol R I siated thaﬂ discussed some security

issues that I lhad experienced with Il Il r<lated thaulR told them about the
theft at [l trom its dormant accounts and other security issues the credit union had.

I s (tcd (hatE@contacted [ with regard to this information.

(o) e (W)

On April 16, 2014, the RA interviewed NN So2rd Member, IR S
stated that during the ]l joint conference in January{ N started the meeting
discussing security issues. [} statedlllimentioned problems that another federal credit union in
*ihad as a result of using d support. [INGTNGEGINR
stated that this raised concems with the| board members, [l stated that [ went

on to relate that the -syslem was not providing dormant account reports to the credit union
and, as a result, fraudulent activity went undetected. stated that made it
clear F may not be the best ] Bl v<ndor and that there are better vendors out
there stated thatilprovided a list of other vendors tol il fter the meeting.
I s - 1= [l thought I might have had a bad experience with [

On May 21, 2014, the RA interviewed 8 Prior 1o the interview, [IIIIlVas advised of HIR
Garrity rights (Exhibit 5). JJlllstated thatfllhas worked for NCUA from Jul ylllll to
present. [l stated thaffilllhas been on several exams since starting at NCUA. [JJstated that

This report is furnished on an official need to knaw basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report

shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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in Decembe conducted|Jj§ first exam as the Examiner in Charge (EIC) a
stated thaliill and attended the joint conferenee in Janu stated that
helped llll maintain the flow of the discussion. JJl] did not recall anyone at the

conference (includingi I mentioninglj} I stated that during a past exam IR
was asked to fi for delinquent accounts and it was corrected. The RA asked
I w1y he provided with a list of I NN in an cmail (Exhibit 4). [lllstated

thatjiilidid not remember sending the email. However il believes may have requested
it. I stated | did not rememb%nerated the names of the specific companies on the
list he compiled. The RA asked if il had overheard I disclosing to credit union

staff and board members any information abuut-or any other credit union having issues

with-. s ted thafllildid not.
DuringiiMay 21, IR, interview B stated thatll went tolJllto observe a new

examiner (il during a joint conference. [l stated that during a discussion with the

R bo: - R <k < thcompany they used. [ responded that
it used [[JJ} S stated thai [llimade the suggestion thadR:

ontact other credit
unions ta determine what reports those credit unions were running in order to be better prepared
for future exams. The RA asked || R i f@lmentioned tol Il he recent issues between

reparding the recent theft. [llstated tha.did not mention anything about
Hstated that duringlfjtime at was professional and

o
polite. - provided a statement and supporting documents (Exhibit 6). o E/J
Conclusions: ‘:/J g‘x

Allegation 1: (;" —
The investigation found thac NI advise o consider alternative v

IR vondors for their R functions. However, the investigation could not o
substantiate unequivacally that, even though i} askedIJ M for a list of A
credit union customers,JJJJj either intended or carried out llthreat to advise them to discontinue \_J

their contracts with ] Consequently, the investigation could not support a finding that
intentionally undermined professional standing among its credit union
customers on a state-wide basis.

The investigation did reveal that both I st=ff and _perceived_

conduct toward them as hostile and inappropriate. Overall, several witnesses characterized

B onduct af P as tess than professional,

This report is furnished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated to other parties withoul prior consultation with the Office of Inspector General,
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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Allegation 2:

The investigation could not substantiate whether, at a joint conference at ENEEEEENGGE

disclosed sensitive information regarding_ security weaknesscs todmanagement
and board members.

In reviewini the circumstances surrounding] B unprofessional conduct toward R

staff and 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,

EXHIBITS:

Copy of Garrity Advisement forl IR, 5/21/14

Copy of Garrity Advisement forfjJJJl 5/21/14

Copy of Bl Statement, 6/9/14

Copy of I Email — data processing companies, 1/10/14

Copy oHvisement for I 5/21/14
Copy o Statement and supporting documentation, 5/30/14

(2] N

VARG

? See, Douglas v. Veterans Administration, 5 MSPR 280, 5 MSPB 313 (1981).

This report is furnished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration OfTice of Inspector General. This report

shall not be released or disseminated to other parties without prior consuliation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION,



REPQORT OF INVESTIGATION
Case Number: 14-Al-R4-01
Page 11 of 11

Exhihit 1

Il Garrity.pdf
Exhibit 2

() (e
(W) (5 (e
Garrity - e

Exhibit 3

Stamment -
I oo

Exhibit 4

I Email.pdf

Exhihit §

I ity pof

Exhibit 6

SEmen!p!'

This report is furnished on an official need to know basis and must be protected from dissemination which may
compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.,



NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

VISEMENT
(ACKNOWLEDGEMENT OF RIGHTS)

l, have been advised by Special Agent
who_bas kientified h

(W) (&)

C) (7)) ()

a Special Agent of the National Credit Unlon Administration, Office of inspector General,
that he/she is conducting an investigation into a matter affecting my official duties.

In connection with this, | have been advised that

| have the right to remain silent if my answers may result in a criminal charge being
brought against me.

Anything | say or do may be used as evidence in administrative proceedings, civil
proceedings, or any future criminal proceeding involving me.

if | refuse to answer the guestions posed to me on the grounds that the answers may
tend to incriminate me, | cannot be discharged solely for remaining silent.

| understand this interview is strictly voluntary and | may leave at any time,

ACKNOWLEDGMENT

| have read the Acimowtedgemeant of Rights or had them read to me and |
understand my rights as set forth above.

Date: 5/‘”““ N Time: ’:30|f“’"

Signature:;

Printed Name:

Investigab

Withess:

This report [ fumished on an official need to know basis and must be protecied from dssemination which may
Compramise the bast interests of the Natlonal Cradit Union Adminlstration Office of Inspector General. Thia report
ehall not be relessed or disseminated to other partias without prior conaultation with the Office of Inapector
General, UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.

Echibit_/



NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector Genearal
Investigations Division

GARRITY ADVISEMENT
(ACKNOWLEDGEMENT OF RIGHTS)

have baen advlsed by Speclal Agent

(D (L)

(WD ) ()

a Speclal Agent of the National Credit Union Administraﬂon. Oﬁlce of fnspector Genaral
that he/she is conducting an investigation into a matter affecting my official duties.

In connection with this, | have been advised that:

| have the right to remain silent if my answers may result in a criminal charge being
brought against me.

Anything | say or do may be used as evidence in administrative proceedings, civil
proceedings, or any future criminal proceeding invalving me.

If | refuse to answer the questions posed to me on the grounds that the answers may
tend to incriminate me, 1 cannot be discharged solely for remaining ailent.

I'understand this interview is strictly voluntary and | may leave at any time.

ACKNOWLEDGMENT

| have read the Acknowledgement of Rights or had them read to me and |
understand my rights as set forth abovs.

Date: slai iy Time: (6.2

Signature;

Printed Name

Investigat

Witness;

This report Is furnished on an officlal need to know basls and must be protected from dissemination which may
Compromise the best Interasts of the Nafional Credil Unlon Administration Office of Inspector General, This report
shall not be releassd or diesam|nated to other parties without prior consultation with tha Office of Inspecior
General, UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTICN.
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My statement is as follows:

| was asked to conduct a follow-up exam on | N (o <rcourage the CEO
to file a police report for a fraud committed by theffjlibranch manager R =s well as
to obtain a fraud audit by an independent fraud auditor. When notified by the CEQ JJJ] was heslitant to

file a policy report because all police activity Is reported in the local newspaper in|||| | | NN
Understandahly[Jliwas worried members would with draw their funds and close their account.

____However, inorderto issue a prohibition order, | needed a palice repart and cnnviction agalnsiiN— .

| went onsite to review what corrective actlon were taken to identify all of the missing money, and to
review intarnal controls to Identlfy any additional areas where money could have been taken. | was also
there to convince the manager that they should get a fraud audit and file a policy report. When |
contacted my SE to inform [l of the fraud, il immediately asked If | identified in the prior exam If
they were monftoring for activity on dormant accounts. | toldiill! wrote them up (gave them an
examiner’s finding) as they did not monitor for activity on dormant accounts. WhenjJJjJjj continued to
press me about this subject, | informediiifithat they did begin pulling these reports while | was onsite.
This was the case, however JJJ] asked me if | required them to pull the reports goling backward, | could
not remember and said | had. When | reviewed my exam, | noted that they were unable to do this, and |
reviewed the report from the day they looked at it until the day | left, Which was only a few days.
Additionally JJJJ} toid me over the phone the CU will be downgraded to a 4. The lack of Intemal controls
was a Justification for a 4.- also asked me If 1 agreed. | wasn’t sure what to say, so | agreed.
However, when | was onshte In April o- | understooad they had some intemnal control Issues; but |
believed their CAMEL as a 2 overall. |didn’t think it was materfal enpugh, or systemic enough to
warrant a 3, specifically because of how well they were performing.

SIS,

USrPiCoE6GD.

When | arrived onsite, the manager flled a police report; but had no hired a fraud auditor. [l believed
the CU couid handle this and did not want to spend the extra money. | mentioned it would give more
credibllity to the claim as well as assist the police department In thelr review and case againstllR
since it was an independent party conducting the review. During the week, until Wednesday when my
SE arrived, | was able to have pleasant conversation with the CEQ and conduct my exam without any
hostllity or arguments.

On Wednesday, my SENJEEEE) arrived on site, ll drove up from I Oncellll
arrived.-wanted to meet with the CEO_. We held a meeting, andiii was pleasant in
the first meeting and was nice with the CEO. After a white,JJJwanted to talk with the CEO alone and to
see how things went. | have no idea what transpired in that meeting, and | do not remember how long
they were tatking. But | do remember, whenllllwalked back into the room, [Jcosed the door and
looked at me; [l said, “rhatillis full of crap. There is something going on here”. This same day,
we were discussing some of the internal control features of the CU's| [l During this
conversation, we found out that the CU doesn’t have the teller accounts locked down to where no one
alse could use the employee’s teller 10, JJJlost it at this point JHcoked at the manager and told



I that was unacceptable. [} the CEO, indicated it would cost the cU a lot of money. When we
were in the room alone ]I again told me [t was unacceptable to Iack Internal controls because of
the budget.-then asked me if | knew this, | sald no. [} told me this was unacceptable,

We also met with the Board of Directors (BOD) on Wednesday.- pretty much conducted all of
the meeting. We stressed that the DOR was going to focus on getting the following items completed:

1 - Engage an Independent audit fiem to perform a fraud audit relating to the recent theft in yourJJR
branch,

7 - oy B < .5t 1o your district examiner a copy of the engagement letter for the
fraud audit.

e Asa reminder, once you notify your bond company of a fraud, you are required to submit a
sworn proof of loss within 180 days of notification to your bond company. You notifled your
bond company o_, the deadline for submission of a sworn proof of loss s
I
3 - Obtain an outside independent party to perform a 100 percent positive member accaunt verification,
with an effective date o
4 - By September 6th, forward a copy of the engagement letter, for your member account verification.
5 - By December 31st Il compiete the member account verification. Forward copies of the results
to your district examiner,
6 - Review, strengthen, and implement stronger internal controks over daily operations, lending and
branch operations. Refer to the internal controls deficlencies noted in the examiner's findings sections
of this report and the prior examinatlon for corrective actions.

Forward all reports to your district examiner for follow up. Submit the reports to fax number

I o <mail the reports to

- formed the BOD thatfwas originally thinking of downgrading the CU to a 4 overall,
however, since the BOD were 50 willing and on board with the required DOR itemsflllthought a 3
overall, was more appropriste. The BOD just sat there and Histened tllllll

On Thursday, before the final Joint Conference {JC}, | was looking at employee and volunteer payment
historfes for the last year, to make sure no other employee was bumping due dates or somehow not
making their required payments. WhenlI came in and gave me the activity on dormant
account reports going back to April, when the report was turmed on in thej N to!d me
that they couldn’t go back further because the report wasn’t turned on. They would have had to restore
every day’s data, print that report, and continue on with this process. This Is a very time consuming
process. | said, OK, Pll finish this and then look at the reports; and we'll see if we can figure something
out. Whenlllllef: the room I ooked at me and asked If | was going to handle this. | said |
was currently in the middle of another area and | would go figure It out when ) am done. JJjjtold me
this was unacceptable, and grabbed the report and headed towarddRofTice; two doors over.

C>> (&) V)

(2 (D



When | completed the area | was looking at, | went tolllllJll office to see what was happening and to
find out if we were going to get activity on dormant account reports prior to the report was turned on.
I 25 bent overfllllidesk, withilllhead resting onfjiiifand, and there was a really load
conversation betweerlllilland whomever was on the phone. IJllvas sitting back and looking realiy
uneasy. The conversation was loud, and {llllllwas very abrasive to thelJJJJl on the phone. |
walked into the conversation clase to the conclusion. | don't remember what the ¢conversation entalled,
and | don’t remember if it made a ton of sense, since | walked in at the conclusion. When we ieft, and
walked back Into our room, | rememberfR ooking at me and saying, “See, everything can be
handled If you are firm and don't back down®. The whole day, it seemed like | was being lectured and

accused of not doing my job correctly. It was very stressful and tense,

At the meeting that night, it was just management and us. Il continued to lead the entire
conversaﬁon.-‘\fonned the MGMT team that she originally was pretty convinced the CU was a 4
overall, but considering how agreeable the BOD were to completed the required DOR items JJj was
content with a 3 overall. We revlewed the Examiner’s Findings (EF), and discussed the EF's with MGMT.
They were a bit argumentative, but overall understood. The body language of the MGMT team was very
hostile. But no one truly argued toe much,

The following day (Friday), we did a surprise cash count il- Nothing really happened at this
meeting.

(2)(A)

Since this follow-up there have been no inddents or hostility between myself and the credit union
management team.

o) (9 A
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From:
Sent:
To:

Ce:
Subject:

HelldBlN andj

in reviewing slmilarly sized credit unlons, several different data processors are used.

s - cto
I :-s

Hopefully they can give you an klea on costs, servicing, and their apinfon on the processor in general.
Thanks,

e O (e

mlfmt Unlon Administration C L;) ( "7) ( C:_)

Connect with NCUA: Follow Us | Like Us | Subseribe to Us | Leam about Us



NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

GARRITY ADVI E
(ACKNOWLEDGEMENT OF RIGHTS)

I, have been advised by Special Agent

. who has |dentified himself/herself to me as
a Special Agent of the National Credit Union Administration, Office of Inspector General,
that he/she is conducting an investigation into a matter affecting my official duties.

In connection with this, | have been advised that:

] have the right to remain silent if my answers may reault in a criminal charge being
brought against me,

Anything | say or do may be used as evidence in administrative proceedings, civil
proceedings, or any future criminal proceeding Involving me.

If | refuse {0 answer the questions posed to me on the grounds that the answers may
tend to incriminate me, | cannot be discharged solely for remaining sllent.

| understand this interview is strictly voluntary and | may leave at any time.

() (&)
(> 7

ACKNOWLEDGMENT

I have read the Acknowledgement of Rights or had them read to me and |
understand my rights as set forth above.

Date: _S -4 Time: _7 '3 A~

This report is fumished on an official need o know basls and must ba protecied from dissemination which may
Compromise the besl interests of the National Credii Unlon Administration Office of (nspecior General. This report
shall not be released or disseminatad o other partias without prior consutiation with the Offica of inspector
General. UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.

Exhittt _ =5



NATIONAL CREDIT UNION ADMINISTRATION —

REGION IV
W/ISEJCPL:cpl
VIA E MAIL
TO:
Office of the Inspector General
ERQOM: __Supervisory ExaminediEEEENEG
: v (6D
SUBJ: Response ragardin-nquiry C
(D (L)

DATE:  May 30, 2014

I per your request at the end of our interview last Wednesday, May 21, 2014, |
am providing you with commentary regarding tha issues we spoke about.

One of m d!shici
=noﬁﬁecl me via emall

that a fraud had occurred at the branch office. | asked to
perform an onsite contact the next week to review the fraud end intemal controls within
the credit union.

This was the first fraud ad dealt with during llNCUA career.

was relatively new s promoted to a CU- ruarylllll. ) planned to visit
the credit union duringlillweek onsite to assist %ﬂ better feel for the

depth of the intemal control weaknesses present within and ultimaisly minimize
risk to the NCUSIF. | arrived onsite on Wednesday August 21

8
The nature of our concems going into the _ontact was weak

internal controls — and
this injillecope of the
the AIRES upload).

cally tack of review or dormant accounts. cited
examination (noted below from the Scope document of

4807 Spicewood Springs Road — Suilte 5200 — Austin, TX ~ Office: 512.342.6600 — FAX: 512 342 RA2N
Exhibit _ &
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Fromn: ]

Sent Monday, December 30- 5:44 PM
To: *

Subject: RE: BOD Meeting today

Great dialogue.

In case you haven't already, | would recommend making a folder for each of your CUs in your outlook (or outside) so that you
can kaep the correspondence organized. This would also be good information to enter into RATE too.

ervisory Exs

National Credit Unlon Administration

3 | Lea about Us
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From:

Sent: Mo Decemnber 30,JJJJ 11:48 AM
To:

Subject: RE: BOD Meeting today
Good to hear all of the progress you've made in a short time. Thank you for the updates.

Definitely focus on the timely completion of the budget and strat plan. Will this be approved by the BoD through emal, etc.
upon hopeful completion today?

Thanks,

Field Examiner

Region 4
National Credit Union Administratioa

| Learn about Us \9

s et g e el dh i ST MRS 8 mat B mmebreh WIS bR Leewnsr

o C . e e e o o et e+
Sent: Monday, December 30,=10:27 AM
To: IR

Subject: RE: BOD Meeting today
Not a problem. It is still on the computer up front, we will just need to upload it to your computer.

Just to give you an update.  The policles have been approved. The loan policy has been partially updated (still needs a couple
of things added) and then ft will be reapproved. [Jend | haven't been In the office together much in the last couple of
weeks. [lllwil be back next Monday and | hope to have it completely updated by the BOD meeting.  AlsojJJilif and | have
been working on the Budget and Strat Plan and | think we will be finishing it today.

1






When Is your next Board meeting? I've been instructed to hold a joint conference with the Board, hapefully at your next
meeting, |/we are working on finalizing the entire exam report, which will be provided ahead of the JC when we get it
scheduled.

Thanks, ’ '

Field Examiner
(R g —
National t Union Administration

e: | Cel: (Fax: I
~ Comnect with NEUAT Follow U Eike Urf SubscribetoUs f Leamrabout U
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From
Sent: Thu December 12,JJJ] 1:38 PM
To:

Subject: RE: BOD Meeting
-thank you for the update.

Did the meeting go a little more smoothly today than in the past?
Glad to hear that you were able to get 50 much accomplished in such a short period! Nice work!
We got our final district assignments fofJlL and if nothing changes, It looks like | will see you guys again next year.

Fm hoping to have the finalized overview report to you by next Manday. The only thing it will contain really that we haven't
already discussed in detail would be the CAMEL rating. As we briefly discussed though, | don’t anticipate it changing right now.

Please do continue to keep me (us) updated.

(w)(C6)
Thanks, Cled (=) 4 c)
]

Field Examiner
Region 5~

National Credit Union Administratio
Offics | Cell; [Fax:
Connect with NCUA: Follow Ug | Like Us | | Leagn sbout Us
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ror: ISNND ot AR
Sent: Thursday, December 1:23PM
wq;gylnlllil

Subj O Meeting today

I

At today’'s meeting:




We adopted the DOR.
= voted In as Chalrman andilllavas voted in as Vica Chalrman. (The NCUA website has been updated.)
We approved a loan special — First 12 approved loans will be recelve .25% off of thelr approved rate.
We voted to make an ALLL transfer.
They have agreed to approve the policies by 12]20.

.nd | are still in the process of updating the Loan Policy. We have added the Paid Ahead Loans portion and the Workout
Loan Palicy portion. We are still working on the Foreclosure/OREO portion.

) have presented the Disaster Recovery information tolJJJil}-

I have added the Cash Over/Short to the BOD Packet.

1 contactedffand found out how to stop interest accrual on loans over 90 days delinquent. | corrected the 2 that we had.

e d 1 will be working on the Strat Pian and Budget.

(= (o)
Will continue to keep you updated. (_ \Q) C -73 L L.}
L]
*+ Statemeat from .. =*

Confidential and/or privileged information may be contained in this message and any attachments. If you are nat the
intended recipient you should not copy or forward this message and should destroy it immediately. Any Disclosure,
copying, distribution and/or any other use of this communication by anyone other than the intended recipient is strictly
prohibited and may be unlawful. The opinions, conclusions and other information in this message do not necessarily
represent the views and/or opinions of the employer.

*% End of statement **

** Statement from [ **

Confidential and/or privileged information may be contained in this message and any attachments. If you are not the
intended recipient you should not copy or forward this message and should destroy it immediately. Any Disclosure,
copying, distribution and/or any other use of this commmication by anyone other than the intended recipient is strictly
prohibited and may be unlawful, The opinions, conclusions and other information in this message do not necessarily
represent the views and/or opinions of the employer.

** End of statement **

** Statement from | **

Confidential and/or privileged information may be conteined in this message and any attachments. If you are not the
intended recipient you should not copy or forward this message and should destroy it immediately. Any Disclosure,
4



copying, distribution end/or any other use of this communication by anyone other than the intended recipient is strictly
prohibited and may be unlawful. The opinions, conclusions and other information in this message do not necessarily
represent the views and/or opinions of the employer.

** End of statement **
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From: I

Sent: Thursday, August 15, JIlj 2:09 PM
Yo: . —

Subject: Re: I

v

1 quick checked witHllto be sure, but we don’t need to be involved at the RO just yet. Forward us the prohibition docs
once you have them finished and we'll begin processing. Thanks for the heads upl

meema mLA Lew 4 e w km e vemB o8 - m amer o 4 mm o mm s e T R S S e T R e [

From
Sent

e ]

Thursday, August 15, [} 9:43 AM
To:
Subject: Fwd: I

il T ! be following up with the cU. | sentillldraft prohibition docs. Do § need to notify DOS of this? We
expect the prohibition to be completed by 9-30. We don't quite have all of the story yet and | would (Ik<Jlll to go back onsite
to review thelr ather internal control weaknesses.

Sent from my iPhone C,\D.) ( 6 )
Begln forwarded message: () (2 (e

trom S

Date: August 14, 1:54:16 Pm POT

ro- A S

subject: SN
I
| Just received a notice that IS FCU discovered fraud from theirjJjjj branch manager.

25 stealing money the following ways:

o [Jvas taking money out of dormant accounts,

o One of the reasons this was Identified was because | did an EF for them not monitoring
transactions on dormant account. It showed quickly on their reports, and there was no support
for the withdrawal. This was independently brought to MGMT's attention, and more review
was perfarmed.

o [llcranted a loan tollllllUnsure of the dollar amount. It was required to be paid back, and per
conversation with MGMT the loan was pakd back.

. .ms withdrawing money straight from members accounts. MGMT indicated they belleve this was a
direct result of them requirinfjto repay the loan.

The CU has taken the following actions:
e They have filed a claim with thelr bond company {verbal). 'm going to asiiiillko send me coples offljJ}

natice and whateverlilireceived from the bond company forfillllo fill out. | want to make surcjjjj}
Is filing timely, and actually filing.



¢ They have already fited a SAR. I'm requesting a listing from FINCEN for verification, and I'm
independently asking her to send a sacure copy of this report to ensure they are taking the
appropriate steps.

¢ Terminated the employee, and are continuing to Investigate for the full amount stolen. Per my
conversation on the phone, [l is up ti total theft.

Is there anything else we need to be doing? | askedjjjjjifandiil=id that's all we can do is to make sure i}
doing this timely.

Just wanted to let you know and figure out the next step. I’m also kind of happy | required them to monitor
their dormant accounts more. That makes me happy that | helped them Identify this theft. Maybe f helped
mitigate a larger loss.

Anyway, | hope your training Is going welll

District Examiner | Region 5 - NN
National Credit Union Administration

© | B
Connect with NCUA: Follow Us | Like Us | Subscribe to Us | Leamn about Us
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TO: Mark A. Treichel, Executive Director
C. Kcith Morton, Regional Director (Region 4)

FROM:  James W. Hagen, g.  PH—"

Inspector General
SUB.J: Report of Investigation (Case # 14-A[-R4-04)
DATE: Octaober 22, 2014

Attached for your revicw and appropriate action is the Office of Inspector General (OIG) Report
of Investigation (ROI) detailing findings of administrative misconduct {misuse of official
position; failure to obtain approval for outside employment; failure to report outside employment
on Confidential Financial Disclosure Report) on the part of Region [V Examineﬂ
No portion of this ROI may be photocopied, duplicated, or disseminated without the express
permission of the Inspector General, the Assistant Inspector General for Investigations, or the
OIG Director of Investigations.

Please notify this office within 45 days of management’s decision regarding disciplinary action
in this matter. All investigative reports must be returned to the OIG at the completion of any
agency action. If you have any questions or we may be of assistance, please contact me or

(=) ()
(L) G (e

Attachment



NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Office of Investipations

REPORT OF INVESTIGATION

CASE NUMBER: 14-AI-R4-04 () (e)
caseite: [ (oD (7) (e
CASE STATUS: Closed — Pending

VIOLATIONS: 5 CFR § 2635.702—Use of Public Office for Private Gain

5 CFR § 2635.101(b)(14)—Standards of Ethical Conduct for Employces
Of the Executive Branch: Basic Obligation of Public Service

5 CFR Part 9601—Supplemental Standards of Ethical Conduct
For Employees of the National Credit Union Administration (Outside
Employment and Activities)

NCUA Instruction No. 1235.10—Implementation of Supplemental
Ethics Repulation: S CFR § 9601 (Outside Employment and
Activities) (June 10, 2013)

5 CFR § 2634.907(a) and ¢(1)--Confidential Financial Disclosure
Reports (Report Contents)

PREDICATION:

On June 26, 2014, Tracy Bombarger, Assistant Regional Director — Operations (ARDQO), Region

4, National Credit Unicn Administration (NCUA), Austin, TX, contacted the Reporting Agent
RA) regarding possible misconduct b Examiner (Region 4 Nw
stated that the X

DISTRIBUTION: CASE AGENT: APPROVED:
Mark A. Treichel - Sharon Separ
Executive Director Asst. lnspector General for
Investigations
_ ;2) _._'_,»""'""'
(Signdture) (Signature)

This report is furnished on an official need to know basis and must be protecied from dissemination which may
Compromisc the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.



REPORT OF INVESTIGATION
Case Number: 14-Al-R4-04
Page 2 of 8

manager contacte and related thal, during a recent examination at the credit union-
asked several staflf members for personal contact information, including phone numbers
and email addresses, without initially explaining whyllllneeded them. Subsequently-
handed out business cards fo ersonal business _ The
business cards identif\jjfi position afllll 2s Dircctor. Bombarger stated thatililidid not
seek prior approval to engage in outside employment, as required by NCUA regulations.
Bombarger staled furher tha staff members reported to the credit union president that
overtures made them uncomfortable.

SYNOPSIS:

Investigation revealed that during an NCUA examination al_in June 2014, met
with sever N staff members as part of the examination process JJJJij subsequently
solicited their personal contact information and provided them with a business card that

identifiedlllas a Director a_&veral employees from whom{jiij solicited
information subsequently informed Presiden& of-actions, expressing
concern about the request to provide personal information and the improprie oi
overtures. [ NGN employees later told the Reporting Agent (RA) thaH approached them

during official business hours, typically in or around the credit unian’s lunchroom. They related
lha*

initially engaged in small talk, and then turned the conversation tdili] business
). They stated further thafililj also requested their personal phone numbers and/or email
addresses for future contact.

_ Member Services chrcsemativc- told the RA that-believed

stated thajjiiidid so afier work hours and separate from time spent working on the examination.

In response to the RA’s question whethe had engaged in this activity at other credit unions
erformed examinations indicatedililmay have left a business card a{jji

TX. The RA followed up at

and learned tha@iijjill had not distributedjjjjjjjjj business cards t

The investigation found thafJill solicitztion oM employees, in connection witHi
outside employment, during a period of time wher-was conducting an on-site examination at

I 25 recruiting credit union employees for possible positions wi Whil{
admitted to the RA tha@lll requested personal contact information fro employees

employees.

This report is furnished on an ofTicial need to know basis and must be protected from dissemination which may
Compromise the best interests of the National Credit Union Administration Office of Inspectar General. This report
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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the credit union, during official business hours, and on credit union premises, was a misuse of
Il official federal position.

The investigation revealed further lhal- failed to obtain approval for outside employment for
Il business activities at as required by NCUA Instruction No. 1235.10. Duringdjjjili]
interview il confirmed tha id not seek this approval because, based ot}
understanding of the NCUA Office of General Counsel’s (OGC) cthics presentation, whichlll
attended at the agency’s April 2014 national conference in Jacksonville, FLII did not believe
Evork withflll met the necessary requirements. Consequently Jllstated Jcither

sought nor received approval forllllvork sl NCUA Deputy Ethics Ofﬁf}ir
and [ OGC. told the RA thaflllll employment wi met the

criteria for oblaining approval of outside employment and activities, as set forth in the agency’s
Instruction and supplemental regulation.

Additionally, the investigation showed 1hat- failed to reportlillemployment witl'- as
an outside position on her Confidential Financial Disclosure Report form (OGE Form 450) for
2013.7 Again, the RA consulted withjjjijill an who stated tha
should have reported this position in Part 3 of the 2013 OGE Form 450, whicHillllfiled on
January 21, 2014.

SUBJECT(S) INFORMATION:
IR :xaminer, NCUA (Region 4), IR TX. s o current NCUA employee.
DETAILS:
Allegation 1:
-improperly solicited credit union employees during a period of time when|jjj was

conducting an examination on-site at the credit union, during official business hours, and on
credit union premises.

Findings:
On June 30, 2014, the RA interviewedij N Supervisory Examiner (Region 4),

NCUA, regarding possible misconduct b tated thalllis current! Y
immediate supervisor. JJstated tha contactedfiilsegarding an incident afjijthat
involvedfi} According (i} whenll-cturned from a trip, various staff members told

2 At the time of her investigation on September 15, 201 4[Jlindicated thatiilhad been employed witl- for
approximately one year. Consequently, only the OGE Form 45 filed on January 21, 2014, is at issue herein.

This report is furnished on an official need to know basis and mus! be protecled from dissemination which may
Compromise the best interests of the National Credit Union Administration Office of Inspector General. This reporl
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General.
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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R during the NCUA examination JJfirequested personal information from them.
According tof ] employees also stated tha{iiifil] distributed business cards identifying]jas
a Director fo {1 further told I thatlllstaff members were very uncomfortable
with these particular interactions with ; also opined that|jjjjjjij actions were a
conflict of interest becausellvas conducting an examipatiop at the credit union at the timejil

solicited information fro ‘employees. Finally, expressed concerns about
possible retaliation { ound out aboutfifillphone call to |

On July 22, 2014, the RA interviewed several staff members at [ vith regard to the
allegations tha requested their personal contact information, including phone numbers and
email addresses, and handed ouffjjjj#business cards. Some of the interviewees told the RA
that requests made them uncomfortable; they also questioned whether their refusal to
provid with their information could influence the examination results. The RA asked staff
members i flllimade follow-up contacts after the examination was completed. || GzczNG
Member Services stated tha{fjjjieft Il a voicemail stating tha

wanted to follow up on their previous conversation at the credit union. ||| stated that
Il did not return the phone call.

On September 15, 2014, the RA inlervicwe- Examiner (Region 4), NCUA I}

stated thatfiillssistcdMat thJENIIMN cxamination in June 2014. [illlstated that @l did

not recall any issues betweenjJstaff members and Il stated that dealing with

management could be challenging at times, lated further that [Jidid not observe
any interactions betweeniD stalf an with regard (ol outside business
The RA ask ifllBobserve anding out business cards o stated that

Bl had not. added that whil poke to her about changing from{lilicurrent ||
company tolstatedilldid not view it as a potential sales inquiry.

On September 15, 2014, the RA interviewed|J. Prior to the interview, the RA advisedjJil]
0 Garrity Rights (Exhibit 1). The RA askediilllli 25 engaged in non-federal, outside
employment. [Jistated that [Jvas not. Il explained tha was a multi-level, home-
based business similar to Mary Kay and Avon. [JJstated that urrently has approximately

twenty (2) individuals who operate undedes independent sales consultants. xplained

further that -does not receive regular compensation, becaus oes not eam income unless
-consultanl_s make sales. [ ltated that based on the ethics presentatiorffjattended at the

2014 NCUA national conference in Jacksonville, FL did not considell association with
s outside employment and, therefore, did not seek approval.

The RA askedfJJ}; 4l recently conducted an examination at Y stated thatlill did
the examination there in June 2014. The RA asked i%tribuled business cards frorjjj
withiiillhame and{fitie as Director JJllstated that istributed a few business cards to

(o (er (=)~ (a) ™)

This report is furnished on an official need to know basis and must be protecied from dissemination which may
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I st 2ff members at the end of the business day, after the examination was over. The RA
aske il ifEllrequested personal contact information fron i staff members| N
admitted thadjilBhad, in order to make follow-up contacts in the futurc. [l stated tha(jiili]
subsequently attempted to contact somd staff members, using the personal contact
information they providedill but no one returned [lcalls Ml stated that afiedill had
distributed the cardslllthought that this might not have been the best thing to do becauscilili}

intentions could have been misconstrued. stated that at this point,Jjj} decided not to

attempt further contacts with JJJ ]l staff members unless they cnnlactec-ﬁrst- stated
tha{lll did not approach any of the managers atll with regard ol business,
becausellllthought that with an examination ongoing, it might have been misinterpreted.

5 CFR § 2635.702—Use of Public Office for Private Gain provides that: “[a]n employee shall
not use his public office for his own private gain, Wrsemem of any product, service or
enterprisc . . ..” fiiisolicitation of business fro employees during the period when

ll~as conducting an official NCUA examination at the credit union was an inappropriate
misuse of{jj official position.

Moreover, in soliciting credit union employees for her outside business Jllfll violated 5 CFR
§ 2635.101(bX14)—RBasic Obligation of Public Service, which provides as follows:

Employees shall endeavor to avoid any actions creating the appearance that they are
violating the law or the ethical standards set forth in this part. Whether particular
circumstanees create an appearance that the Jaw or these standards have been violated
shall be determined from the perspective of a reasonable person with knowledge of the
relevant facts. [...]

At the very leas-aclions raise the appearance that somJiR employees might have
felt coerced to provid@iiilwith the personal informationfiill§ought from them, as well as
respond affirmatively tojlsolicitation attempts, becausdiiiliheld a position of authority as an
NCUA examiner.,

Allegation 2:
-did not obtain prior approval fofjjoutside employment witi
Findings:
On June 26, 2014, Bombarger told the RA thagfiillllneither sotw received approval for

outside employment. [Jilillsupervisor I reiterated tha id not informiiliiillo
outside employment. [JJiRdded thatfijhad no documentation on file memorializing that

This report is furnished on an official need to know basis and must be prolecied from dissemination which may
Compromise the best interests of the Mational Credit Union Administration Office of tnspector General. This reporl
shall not be released or disseminated to other parties without prior consultation with the Office of Inspector General,
UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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I had obtained approval elsewhere.

As stated above, duringlillSeptember 15, 2014, interview llllll stated tha@ll did not consider
I riliation wit I as outside employment. Illlexplained tha@ijilwas a multi-level,
home-based business similar to Mary Kay and Avon lillstated thatlll currently has
approximately twenty (20) individuals who operate under lillas independent sales consultants.
ﬂexplained further thafiilldoes not receive regular compensation, becauscjilill does not eamn
income unlessillconsultants make sales ]l stated that based on the ethics presentation] il
attended at the 2014 NCUA national conference in Jacksdnville, FL,JIl did not consideriilill
association witHillJll} as outside employment and, therefore, did not seek approval from NCUA

On October 2, 2014, during an interview wit_ the RA askedi if

I o.:tside employment at required prior written approval from [lldirect supervisor,
as required by NCUA Instruction 1235.10°, ﬁ stated that according to the Instruction and the
IC ulation,houtsidc employment required prior approval. The RA informedlll that

reported that based on the 2014 NCUA national conference ethics presentation IR
understood thatllllemployment as a Director al- did not meet the criteria requiring
approval. *(who presented the section dealing with outside
employment at the conference) disagreed, stating that the presentation covered situations where

outside employment does not draw a consistent income but nevertheless meets the Instruction
and the regulation’s requirement for prior approval.

In neither seeking nor receiving approval to engage in outside employment|JJjjjjj violated NCUA
Instruction No. 1235.10 and NCUA Supplemental Standards of Ethical Conduct for NCUA
Employees, 5 CFR § 9601.

Allegation 3:

-failed to reportillemployment wnl'- as an Outside Position on her 2013 OGE Form
450,

Findings:
On July 1, 2014, the RA asked o provid 2013 OGE Form 450. The Form showed
that failed to reportfililoutside employment wit as required in Part 3.

* NCUA Instruction 1235.10, 2 requires “all NCUA employees to obtain prior written approval before engaging in
any outside employment and activities that are not listed as exempt with the Regulation [5 CFR § 5601]. None of

the exemptions set forth in § 5 of the Instruction apply to Daly's employment relationship with Ignite.
* OGE 450 Part 3: Outside Positions, provides the following guidance:

This report is furnished on an official nced to know basis and must be protecied from dissemination which may
Compromise the best interests of the National Credit Union Administration Office of Inspector General. This report
shall not be released or disseminated 1o other parties without prior consultation with the OfTice of [nspector General.
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CONCLUSION

In reviewing the circumstances surrounding]jililviolations and determining whether or not
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.

Exhibit(s):

1 Copy off i Garrity Advisement, 09/15/14

WD (L)
Cos (7Y (e

Report for yourself:

All positions outside the U.S. Govermniment held at any time during the reporting period, whether or not you
were compensated and whether or not you currently hold that position. Posilions include an officer,
director, employee, trustee, gencral partner, proprictor, representative, execulor, or consultant of any of the
following: Corporation, partmership, trusi, or other business entity . . ..

5 See Douglas v. Veteran's Administration, S MSPR 280, 5 MSPB 313 (1981).

This report is furmished on an oflicial need to know basis and must be protected from dissemination which may
Compromise the best interests of the National Credit Union Administration Office of {nspector General. This report
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EXHIBITS:

Exhibit 1

P

ty
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NATIONAL CREDIT UNION ADMINISTRATION
Office of Inspector General
Investigations Division

GARRITY ADVISEMENT
(ACKNOWLEDGEMENT OF RIGHTS)

l , have been advised by Speclal Agent
__, who has identified himselfherself to me as
a Special Agent of the National Credit Union Administration, Office of Inspector General,

that he/she is conducting an Iinvestigation into a matter affecting my official duties.

In connection with this, | have been advised that:

§ have the right to remain silent if my answers may result in a criminal charge being
brought against me.

Anything | say or do may be used as evidence in administrative proceedings, clvil
praceedings, or any future criminat proceeding involving me.

If 1 refuse to answer the questions posed to me on the grounds that the answers may
tend to incriminate me, 1 cannot be discharged solely for remaining silent.

I understand this interview is strictly voluntary and | may leave at any time.

ACKNOWLEDGMENT

) have read the Acknowledgement of Rights or had them read to me and |
understand my rights as set forth above.

() (6)
CwD 7))

This report is furnished on an officlal need lo know basls and must be protecied from dissemination which may
Compromise ihe best inferests of the Nationg! Credil Union Administration Office of inspecior General. This raport
shall not be released or disseminated to other parties without prior consultation with tha Office of Inspecior
General. UNAUTHORIZED RELEASE MAY RESULT IN CRIMINAL PROSECUTION.
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