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Office of Inspector General 

February 26, 2018 

SENT BY EMAIL 

SUBJECT: FOIA Request OIGFOIA-2018-05 

This responds to your January 29, 2018, request under the Freedom oflnformation Act (FOIA), 
5 U.S.C. § 552, for a "copy of the final report, report of investigation (ROI), closing memo, 
referral memo, closing letter and referral letter" for each of the following investigations: 14-AI­
CO-02, 14-AI-CO-03, 14-CI-CO-05, 14-AI-R3 -06, 14-AI-R2-07, and 14-AI-CO-08. 

I am providing you all 6 reports that you have requested, 82 pages in all , with redactions. The 
redacted material is exempt from release under Exemptions (b)(6) and (b)(7)(C) ofFOIA, which 
protect personal privacy interests. For the report of investigation numbered 14-AI-R3-06, I also 
withheld information under Exemption (b )(8). FOIA Exemption 8 protects information 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. 

For your information, Congress excluded three discrete categories oflaw enforcement and national 
security records from the requirements of the FOIA. See 5 U.S.C. § 552(c) (2006 & Supp. IV 
2010). This response is limited to those records that are subject to the requirements of the FOIA. 
This is a standard notification that is given to all our requesters and should not be taken as an 
indication that excluded records do, or do not, exist. 

If you are not satisfied with my action on this request, you may file an administrative appeal in 
writing within 90 days of the date of this letter. If you file an appeal, please note "FOIA 
APPEAL" in the letter and on the envelope (or in the subject line of email to foia@ncua.gov) 
and address it to: National Credit Union Administration, Office of General Counsel-FOIA 
APPEAL, 1775 Duke Street, Alexandria, VA 22314-3428. A copy of your initial request and a 
copy of this letter should accompany your appeal letter. 

For further assistance, you may contact me, the OIG FOIA Public Liaison Sharon Regelman, or 
the Office of Government Information Services (OGIS). The OIG FOIA Liaison is responsible 
for assisting in the resolution ofFOIA disputes . OGIS, which is part of the National Archives 
and Records Administration (NARA), offers mediation services to resolve disputes between 
FOIA requesters and Federal agencies as a non-exclusive alternative to appeals or litigation. You 
may contact the FOIA Public Liaison at oigmail@ncua.gov or 703-518-6350. You may contact 

1775 Duke Street - Alexandria , VA 22314 -6113 - 703-518-6350 
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OGIS at 8601 Adelphi Road-OGIS, College Park, MD 20740-6001; OGIS@nara.gov; 202-741-
5770; 877-684-6448 (toll free); or 202-741-5769 (fax). Seeking assistance from the OIG Public 
Liaison or OGIS does not affect your right, or extend the deadline, to pursue an appeal. 

cc: FOIA Officer 

Sincerely, 

Digitally sigr.cd by MART A ERCEG 
DN: c=US, o=U.S. Government, ou=National MARTA ERCEG i~~~~nionAdmirHration,cn=MARTA 

Marta Erceg 

0.9.2342.19200300.100.1.1 =25001 003545421 
Date: 2018.02.2619:38:31 -05'00' 

Counsel to the Inspector General/ 
Assistant IG for Investigations 
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Office of Inspector General 

TO: 

FROM: 

SUBJECT: 

DATE: 

Chai.Iman, Debbie Matz 
Vice Chai.Iman, Rick Metzger 
Board Member, J. Mark Mc Watters 
Executive Dii·ector, Mark A. Treichel 
Deputy Executive Director, John Kutchey 

Inspector General James W. Hagen t;;Z- 'L ~ 
Repo1i of Investigation (Case #14-£c0-02) 

September 24, 2014 

National Credit Union Administration, Alexandria, VA. No portion of this 
report may be photocopied, duplicated or disseminated without the express pennission of the 
Inspector General or Dii·ector of Investigations. 

Please notify this office within 45 days of management's decision regarding disciplinaiy 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 
Shai·on Sepai·, Counsel to the Inspector GeneraVAssistant Inspector General for Investigations at 
703-518-6352. 
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- . NATIONAL CREDIT UNION ADMINISTRATION 
Office of Inspector General 

Office of Investigations 

REPORT OF INVESTIGATION 

CASE NUMBER: 14-AI-CO-02 

CASE TITLE: 

CASE STATUS: 

VIOLATIONS: 

PREDICATION: 

Closed - Pending 

Unprofessional Conduct 

The National Credit Union Administration (NCUA) Office oflnspector General (OIG) initiated 
the subject investigation on February 4, 2014, as a result of allegations referred to it by 

DISTRIBUTION: 

Mark A. Treichel 

Executive Director 

! • • -

CASE AGENTS: 

Sharon Separ 
Assistant Inspector General 

For Investigations 

(Signature) 

Di .... ,, .. !- ons 

! , ' 

APPROVED: 

Sharon Separ 
Assistant Inspector General 

for Investigations 

(Signature) 

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. 
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Case Number: 14-AI-CO-02 
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This Report of Investigation (Case Number l~esses allegations of 
administrative misconduct on the pa.ii of both_, respectively. Th.com lainants 
characterized their specific allegations as including a hostile work environment in , 
hai·assment, intimidation, and un rofessional conduct. Specifically, this report ad ·esses 
allegations that : (1) inap ro riatel elled at and/or spoke in a demeaning 
manner to empl s · front of others ); (2) inappropriately attem ted 
to mai·ginalize specific employees by pressuring others not to associate with them ); 
(3) pressured som employees to leave- or the agency entirel ); 
- ~s a result o t e oregoing, created a ~ work environment · 

received markedly lower perfo1mance appraisal 
scores, 1s mvesbgat10n 1 not exainme t ose complaints. NCUA has an Administrative 
Grievance System (Chapter 16, NCUA Personnel Manual) which provides a fornm for the 
internal review and resolution of s~ 1tes. - was the~ to file an 
administrative grievance based on- appraisal. Because~ vance was reviewed 
and decided through appropriate agency administrative channels, the OIG merely provided, 
infra, a brief description of the interim and fmal decisions, respectively. For the same reason, 
that is, because the agency has a fo1mal administrative grievance system to identify, prevent, and 
make reasonable effo1is to co1Tect employment-related dissatisfactions, including the application 
of perfonnance standards, we did not include this issue as a specific allegation of misconduct 
against 

Moreover, alt~ the majority of- employees interviewed raised the specter that 
conb'actors ~ were improperly perfo1ming work that was fo1merly done by full time 
(FTE) NCUA employees, the OIG also did not include that issue in its investigation. Rather, the 
OIG Office of Audi~ to conduct a review in 2015 that will look at NCUA's procurement 
process and include- 's conb'acts and funding. If the audit fmdings include significant 
inisuse of contract employees, then any ensuing OIG repo1i will discuss such findings. 

This repo1t 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. 
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occasions, by ye~ - in front of other 
bringing to light- 's behavior might cause 

As a result of 's com~ the OIG inte1viewed numerou- employees, two _ 
contractors, and and- . We further inte1viewed the following NCUA employees: 
John Kutchey, Deputy Executive Director (DED), Office of the Executive Director (OED); 
Denise Hendricks, Deputy Director, Office of Minority & Women Inclusion (OMWI); and 
Bobbie Altis, Labor Relations Specialist, Office of Human Resources (OHR). We also requested 
documentation from and received written feedback from Emily Barnes, Executive Coach, of 
Coaching High Perfo1mers to Better Results. 

Summary of Findings 

engaged in inappropriate professional conduct when• > 

yelled at and threatened at a management meeting. With regard to _ , the 
investigation found tha n aged in inappropriate unprofessional conduct whe- (1) 
used profanity and yelled at in the ha~ ithin earshot of othe- employees; and 
i\nappropriately attempted to marginalize- by pressuring others not to associate with 

DETAILS: 

-

- also stated that prior to-initial contact with the OIG,• filed, 
administrative grievance based on the individual element ratings and na1rntives e 
in-perfo1mance appraisal. - perfonnance a· ·aisals for the year 
indicated that -final score for the three years ranged from to - all of which fell within 
the high range of a Highly Successfol overall summa1y rating. On the 2013 appraisal, 

2
- identified these employees asllllllll, 

3 
In 2010, the fonner . ,~ ated 

_ , and~. 
; in 2011, 2012, and 20~ was the rating official. 

This repo1t 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. 
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however, rated him - which falls on the lower end of the Fully Successful range. 
Because elected to grieve the- appraisal through the agency's fonnal grievance 
process, and because that process took place concmTently with the OIG 's investigation, the OIG 
did not investigate this matter. Neve1iheless, the OIG did consid~ neral, the diminished 
- rating asp~ 's overall allegations that - an~ were attempting to 
force him out ofllllllaii&or the agency. 4 

Blume 

4 On--2014,_ issued a Step 1 Grievance Decision which resulted in a language change in the 
nan-a~ criticarn=ent and a score/rating adjustment for another. Had- not sought a Step Two 
Decision from Ku~ 's change would have, at that point, resulted in a~ to the overall total score 
from• to . ~ ver, sought a Step 2 Grievance Decision. On--2014, Kutchey issued a Step 
Two Grievance Dec1S1on. Kutchey's final decision granted partial reliefwith~ he same rating score­
had agreed to change, resulting in a final revised total score otlll, which falls in the middle of the Fully Sue~ 
range. Kutchey also concluded that portions of the perfonnance appraisal nrurntive did not appropriately reflect 
- 's performance during the rating period, and therefore directedllll to make some changes under specified 
~ ts. 
5 llllllllwas offered and took a position at the , where. served• detail. 

This repo1t 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 
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- stated that for the first time in• neai·- NCUA em loyment histo1y, in-
received a drastically lowered perfonnance appraisal score. indicated that- did not 
know whether the low rating was connected to• association i or some other factor. 
He explained that~·es• appraisal ancl rating and approves it. • stated that • was awai·e that~employees and- had also received, for the first time, 
significantly lowered appraisal scores in • . ---.ilreiii'arked that all of these individuals have 
had some association with-

-

61111 official title is 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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related further that at a subsequent all-hands meeting, wher~ wa~ resent, 
commented that the contractors in-were betteriim loyees than the-FTE 

employees. • indicated fmt her that this statement left the employees deflated and 
demoralized. 

At the end oainte1vie~ expressed fear that if the infonnation• shared with the OIG 
got back to and/o~might affect- employment at NCUA. 

-
e n an employee in 

pretty much avoids 
aracterized- as 

tow · staff members. r fmt her characterized 's behavior as 
disrnptive to operations and, in general, causing a hostile work environment. ~ ated 
an incident that took place in an hallway about a year ago, when• witnesse~ 
yelling and cursing at-. noted that several other- staff members also 
witnessed this incident. 

noted that the work environment in~ed dramatically when-was hired 
obse1ved thatllll and-~ and-team members in a demeaning 

expressed t~ found this behavior confusing, because I saw no reason for it. 
ated further that approximately two months prior to the inte1v1ew,• witnessed 

and- get into a heated discussion with raised voices in the presence of other . 
employees. 

tire staff 
had noticed the change in 
and that they were, as a result, demoralized. 

treatment of-

This repo1t 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 
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On March 5, 2014, the OIG interviewed 

• 
. 

I . • 
• 

• .. • 

' I II • . . 
• • • .. • 

• I . I . 

• • . • • • II I 

. I I . . • 

of c , other tha 
expressed 

approac~ and tol could tiajob in another 
. Given-'s treatment of ~nd 's statement, 

e 1ef that tliey were hying to force out o . 
and- may afready have spoken to Kutchey about moving her thought 

to another NCUA office. 

characterized- as the 
as not ha , no one was. 

described an August 2013 - meeting whe~ was ve1y an 
animated toward_ , and yelled at and threatened certain individuals. 
a situation that took place in the hallway 
as well as all staff in the immediate vicinity, overheard 

stated that althou the eventuall 
ould still hear 

agency. 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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With regard to the contractors wh~ brought in, .noted that several of the jobs fo1merly 
peifonned by OCIO staff are now done by contractors. stated that ce11ain contractors are 
rnnning the dail operation within OCIO without apparent supervision or ov~ by NCUA 
em lo ees. noted that the contractors typically nm OCIO meetings for - Moreover, 

stated that several OCIO employees have noticed- rnnning personal errands 
for including picking up • lunch. 

-

- characterized- as a stres-sl lace to work since - was hired, and ave this 
~ the major reasons whyllll1eft. described the relat~ betwee and 
- and the workforce as adversarial recalled a meetir~ re all staff 
(agency employees and contractors) was present. At that meeting,- stated that the­
contractors did better work than the OCIO staff. • opined that this was a demoralizing 
statement to make. ! stated fm1her that it is evident that some of the contractors nm the daily 
operation of- an that - would be lost without their assistance. 

Fina~ noted that severa- employees had infonne 
theyllllf.vere seeking other employment oppo11unities. 

On March 6, 2014, the OIG interviewed 

, that 

stated at the outset that was made aware of the hallway 
although• > did not witness it. expressed 

's " ad list" due to• association 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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~ t - was present when- attacked- dming a staff/management 
~ stated that - came into the meeting yelling and threatening staff 
members about having to sign a paper committ~ hat they (s~uld not erfo1m work for 
other offices without first clearing it with• - related tha- told staff that they 
were no longer pennitted to go up to the 7 floor ~k to anyone above ) level. 

also described another me~when-made a b araging comment that the 
contractors did all the work and- staff did nothing. - indicated that there is a 

serious tiust issue in- and that eve1yone was looking out for themselves in order to smvive. 

- stated th~ assigns the 
fo1merly peifonned. ~ ed that at th two conti·act employees 
were responsible for handling the expressed that this was unusual, 
due to the contractors' limited stated further that- sends contractors to 
the regional field offices to con uct group meetmgs, despite the fact ~ onal staff have 
expressly requested that - employees conduct these meetin s. explained that 
employees fonnerly perfonned this function. Moreover, related that under , 
the conti·actors perfonn the day-to-day operations in and that now- staff must answer 
to the conn-actors. 

-The OIG interviewed on March 12, 
2014. - worked for NCUA from stated that there was 
a change m moral~ beginning s ort y a ter aracterize-
behavior towards ~ f members as "demeaning" and yees as ''unhappy." •• 
opined that it was apparent to• that- wanted to get rid o em lo ees who were in 
place prior to-hire. • repo1ted that sho.tl after-anived, asked to consider a 
detail at another agency in order to broaden · erspectives and learn how 
function at other agencies. ex resse smprise at this request. However, re ated, as 
I began to reach out to at other agencies,• concmrently learned that -
had already- prior to discussion with• ' about considering a detail-sent out email queries 
to several other agencies soliciting possible detail assignments for• . 

stated detail • stated belief th forced out of position at NCUA. 
fuither that llllhad heard that made a comment to certain staff members tha 
make life miserable for some employees so that they would leave. •• opined that 
doing this, as~- staff members who confided in 
plan to leave, _ , or are akeady in the process of doing so. 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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- stated that for the first time since l started at NCUA,• received a drastically lowered 
score on performance appraisal than on all of•• previous appraisals. • related that 
the appraisal provided no factual justification for the lowered scores under each element. 
Ad 1t10nally, • stated that I was aware of other managers who had also received, for the 
first time, significantly lowered perfonnance scor s. related tha- to~ that 
~ ced, to lower the scores for the who he managed. llllstated finther 
~ told that afterl initially submitted perfonnance a praisal t~ , • instructed to change it, using sti·onger, more negative wordin . stated tha~ 
not grieve the appraisal because- feared it would further jeopardize contmued employment. 

- stated that Kutchey is aware of the problems in- and, in July 2013, Kutchey 
recommended mediation to attempt to resolve some of the issues. 

- stated that - has sunounded- with contl'actors with whom~ orked at prior 
jobs and that these conti·actors pr~e day-to-day operations in - • stated 
that - has sti·ipped the existing- of their fo1mer authority to oversee these 
contl'actors and that they operate with little or no oversight. 

-On March 12, 2014, the OIG interviewed I . I ... 
I I • I . . I I .. • 

• . 
• 

. . . . . . • .. • 
•• • 

- stated that while as no direct knowledge .Qfllllyellin at as heard 
~ hand that as done so. • expressedllll6eliel' that are ti·ying to 
force out some employees, and that several are cmTently seeking employment elsewhere. 
- characterized the morale of the- staff as very low. 

and complained 

- stated further that- pe1mits conti·act employees to rnn-

- te1minated• conti·act work 

This repo1t 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. 



REPORT OF INVESTIGATION 
Case Number: 14-AI-CO-02 
Page 11 of 25 

On March 13, 2014, the OIG interviewed Bobby Altis, Labor Rel~tions S 
stated that in June or July 2013,_ summoned him to I for an 
"emergency" meeting. Altis related that he met with irst, and was exti·emely upset. 
- had called a meeting between~. the and requested that he sit in on it. 
He indicated that he was unclear w~ wanted him there, as he deals with union employees, 
not management. Nonetheless, he attended the meeting at - request. 

announced to intended to have each of them sign a 
statement a ·e in to follow ce1tain procedures or "face the consequences." The procedures 
related to not doing work for other NCUA offices without first clearing it with • • re ate at · ·eatened them and said they would be held accountable for not 
adhering to - policies. According to Altis,- sin-ed out - at the 
meeting. He stated that-was visibly startled by ~using -
to respond: "Yes, I called you out." 

-
on March 18, 

commented fmther that stated that who you associate with greatly 
reflects how you are perceived. - stated that- was referring to - and that 
- intended the comment to be inte1p reted negatively. 

-related that, on a few occasions• witness~ yelling at- • stated 
~ at• > has also had heated discussions with~ 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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Finally,~ d that conti·actors have been given the day-to- da authority to nm-
For exat~ related that conti·actors regularly supe1v ise employees and/or 
expect the employees to answer to them. 

- acce 
~ CUA 

-

Kutchey 

On Mat·ch 19, 2014, the OIG inte1v iewed DED Kutchey. 
personnel issues within- Kutchey explained that 

Kutchey stated that he is aware of the 

a loose/hands off management style and atte~o be:frien 
further that the Board had communicated to -that with 
changes in.ow was managed. The Boai·d believed 
stated that w o came on board a roximatel 
- to get into shape, due to 

s redecessor, had 
employees. Kutchey stated 

's departure, it wanted to see 
could effect that change. He 

a o, has reall onl had about 

He indicated that he was not awai·e of any specific complaints against 

Kutchey reflected that he did not know if the problems in-were a result of growing pains 
or were atu-ibutable to the quality of- 's ~ men~ In any event, the last two 
peifonnance appraisals Kutche~red for-reflected his concerns with, among other 
things, the morale problems in-and showed that he was monitoring the situation closely. 

Kutchey related that after a few - staff members contacted him to complain about 
and he told them he would look mto 1t, th-asked him not to. When he did mention to 
that he had heai·d some complaints from staff, • immediate response was "who said it?" 
Kutchey reflected that his input to - should have been a time for-to seek ways to improve 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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the situation, and not lay blame. This obse1vation was echoed by the executive coach who 
worked with-and- in- fu general, Kutchey was aware that some­
employees perceived a hostile work environment in- He s eculated that some of that 
might be due to bad manai ement and communication issues on pait When he has 
questioned- about treatment of specific employees, consistently provided what 
seemed to be a good ex~ ation for- behavior. He characterized~ aving the gift of 
"managing up," in that - makes upper management believe in• ancfll~nethods. 

Kutchey stated that in 2013, he contacted Denise Hendricks, seekin~ ediator to work with 
- and- staff. An all hands meeting between- and- employees took place 
in December, 2013. 

Kutchey stated further tha~ ,f the time of his inte1view] - had not yet produced any 
substantial projects out of- with the exception of two = ly easy ones. 

Hendricks 

On March 27, 2014, the OIG inte1viewed Denise Hendricks, Deputy Director, OMWI. 
Hendricks stated that Kutchey contacted her re ai·ding ~ the possibility of a hostile 
work environment issue in that organization. state~ ai-ranged for a team-bmldmg 
exercise in- that took place in indicated that the goal of the exercise was to 
attempt to alleviate some of the personnel issues was experiencing. 

-

- eiilained that- did not want to transfer out of the~ ition .• stated thatl 
expressed desire to stay in that position on a few occasi~ told it was not an 
option. stated that the union got involved due to friction caused by- and other position 
changes as a result of the reorganization. - stated• 0

beliefthat NTEU might have filed a 
lawsuit against the agency with regai·d to ~ rganizat10n, but• was not ce1iain. 
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- stated that I felt out of• s. he of expe1iise in the 
indicated that in neither position did ave any problems with 

osition. • 
respectively. 

- reiterated that I was unhappy with~ reassignment, so • started 
lookin for other jobs outside the agency. ~ acce ted a positionr-t 
in Prior to the actual transfer to the new position, served in a 
detail . stated that prior to de aiiure from advised to meet 
with did so, andl recalled that commented to : "I o e it's not because 

u took the move," refeITin to e transfer. 

Barnes 

Acting on Kutchey's recommendation, Hendricks contacted Emily Baines, of Coaching High 
Perfo1mers to Better Results, in June 2013 to conduct a mediation exercise in- After 
several subsequent discussions with- Bain es shifted the strategy to a teambuilding 
exercise rather than mediation. While Barnes declined to be inte1v iewed in person by the OIG, 
she agreed to answer specific questions which we drafted and provided her. Bain es related the 
following in her written responses to the OIG's questions: 

Bain es stated that Hendricks in~ briefed her on the situation in 
Hendricks was concerned that - was heaiing neither Kutchey nor 
and was defensive about constrncbve criticism. She related that Hendnc 
Kutchey' s desire to develop a cohesive team in-

According to Barnes, 
subordinates 

However, Bain es related, did not think that mediation would be beneficial, but instead 
wanted to take time out for staff to examine its strengths, decide what kind of team it 
wanted to be, detennine what rand of leadership it wanted and, finally, walk away with a new 
mission and vision. - reportedly believed that employees were ready to move past 
their initial suspicion and mistrnst of the changes in They agreed that Barnes would 
conduct a teainbuilding exercise rather than mediation. 

Bain es stated that in prepai·ation for the all-staff- teambuilding exercise, she designed and 
conducted a preliminary workshop. At- s suggestion the workshop focused on team 

7 
Just prior to the finalization of this Report, the OIG learned from- that at the end of the detail,1111 

decided not to remain in the- position. Because was on extended leave, the OIG was unable to re-
interview him. - ex lained that felt the position was not a "good fit," so he contacted Kutchey 
and asked to return to the in Alexandria, VA. Kutchey authorized an over hire position inlll for 
1111 and, wheill returns from leave of absence,. will report back tolll. 
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~ then~ e- Senior Team members paiticipating included 
- and- Bain es stated that her final assessment of the session was that it was 
productive, the team was collaborative, and all appeai·ed open and direct. At the end of the 
workshop, Baines proposed that they anchor the good results by having a follow up session in 
three months with the same -members. The follow-up did not take place. 

Bain es stated that she conducted the team building exercise on Dece31ber , 2013. 
Approximately- employees paiticipated, only one of whom - was a contractor. 
Bain es describe~ loyees' manner during the workshop as restrame . She indicated that 
staff paiticipation was low in the morning but improved in the afternoon sessions. In pa1t iculai·, 
Bain es related that neai· the end of the workshop, the group was broken up into small subgroups, 
each of which was working on sepai·ate issues, when an animated discussion empted between 
- and the members of one aiticular subgroup. That discussion involved how­
~ d when , and how that behavior made them fe;r-­
According to Bain es, several misinte1pretations smfaced as each person spoke. Bain es stated 
that because she felt the language being used back and fo1th could inflame the situation, she 
coached-and the subgroup members in using effective communication skills and words 
that avoided blame and defensiveness, while still allowing room for full expression of their 
thoughts and feelings. She described her goal as helping all involved to remain respectful and 
civil. Despite her effo1ts, however, she stated that the discussion grew louder, and ultimately 
spread to include the other subgroups, becom~ h~ up conversation. As more 
paiticipants began to air their concerns about--countered with-own 
perspective. Barnes gave as an example the asse1tion from some grou members that they would 
like to have a better opportunity to shai·e pe1tinent infonnation with to assist-in 
making decisions that reflect the big picture, as opposed to limited perspective. For 
ex~ staff felt that if they have relevant info1mation to shai·e regarding a pa1t iculai· issue and 
if-does not consider that info1mation, then it could create unnecessa1y problems down the 
road. Moreo_ver, other staff memb~rs expressed that they_ wante~ to co~ ect with t~em on 
a regular basis. Barnes stated that m response,- said that~elf-rehant when 1t came 
to decision-makin~ nd that-needed to spend more time acquiring resomces for the teain, not 

i. ing them all of. attention. Barnes related that even as the discussion ensued, - held 
ground on those issues. Bain es opined that - s position caused others to withdraw from 

the discussion because they felt they were neither getting through to • nor were they able to get • to understand the impact that some of- decisions have on the organization as a whole and 
on them personally. 

When asked to describe her final assessment of the teambuilding exercise, Barnes stated that the 
group was fmstrated at the end of the day. She opined that they were just beginning to scratch 
the smface of their discontent when it was time to end the workshop. She expressed her belief 
that the group left believing that their leader, did not listen to them or understand their 
needs. She stated that it left her wanting to coax into demonstrating• understanding of 
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them and giving them the experience of being heard by• - whether or not agreed with 
their positions. Barnes related that she attem- ed to discuss this with but to no avail. 
After several failed attempts to connect with she finally sent an email, on March 6, 
2014, setting fo1ih her observations and offenng some perspectives t at might help• to better 
understand the impact of• actions on - staff. Barnes ended her 1ies onse to the OIG ~ 
noting that she was concerned about the repercussions for - of inability to heai·- staff 
or attend to their needs. 

-The OIG interviewed 
OIG advised 

related that low morale existed in- prior to - aITival. • explained that under 
the- staff did not have mu~cture to tc;k. For example,• stated that 

staff did not follow the chain of command when accepting and under~ new 
assignments. - attributed this to the type of lo- standing relationships- staff had with 
employees in other NCUA offices as well as with 

- stated that when - was not happy with employee peifonnance and 
wanted to hold them accountable. became awai·e that emplo)'ees had begun to complain 
about- to the union, to management, and among themselves. • also related that Kutchey 
~ sending- and - "rnmor has it" type emails regai·ding issues in_ , which 
-believe stemmed from staff complaints. 

- stated that in 2013,• gave the who repo1ied to~ r 
appraisal scores thanllllhad in 2012. explained that for the 2012 appraisals:lllllllldid not 
want to change anyiliing i due to limited know ledge of the organization at that time. For 
the 2013 c cle, however, changed the nai-rative po11ions for the appraisals and the scores for 
all to inclu e ai·eas where improvement was needed. When• sent these to 

o · · view,• sent them back to- chai·acterizing the na1rntives as "weak."• 
told that wanted more realistic a raisals that were reflective of- actual 
peifonnance dming the rating eai·. also tweaked the initial scor~under 
each element, lowering them. stated that I gave~ a "heads up" thatL 
intended to lower their scores on eir 2013 appraisals. ~iher that at that tim'e,11 
did not fully understand that at NCUA, perfonnance appraisals were merit based and detennined 
salai·y increases. 

This repo1t 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. 



REPORT OF INVESTIGATION 
Case Number: 14-AI-CO-02 
Page 17 of 25 

- stated that with regard to - • had no issues with-on a personal level. In 
response to th~~nt's question whetherllllhad ever yelled at or used prof~ 
speakin~ h--acknowledged that on one occasion I became upset at ­
when- failed to do an assigned task., admitted to using priifani during that encounter 
in an attempt to shock into action. was aware that other employees might have 
overheard this outburst. stated that this was the first and only time uttered a rofanity 
in dealing with subordinates. acknowledi d that it was ve1y unprofessional for to have 
done so and reflected a lack o Juogment on • pali. - stated that he briefed about 
this encounter afte1wards. 

- provided a lengthy written statement to-ccom any this interview. (Exhibit 1) A 
significant po1iion of that statement discussed 2013 perfo1mance a raisal. 
Subsequently,- related sl-day etai, w 'ch began on 2014, to a 
period of improved morale in In fact, • concluded that " as the one creating the 
hostile work environment in " In suppo1i of this conclusion, prepared a chart 
documenting problem situations involving eleven (11) of- subordinates, which I 
asse1ied was able to improve or resolve entirely durin the period- was on detail. In 
the case o and- the info1mation docume~ the chaii contradicts 
what the~ he OIG during this saine period ( of detail . In the case of- the 
situation-documented on the chaii was not one that mentioned to the OIG during 
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lllll!!!!_erview. With regard to the eight (8) other- employees documented in the chaii, 8 

- depicted problems unique to each which he attributed to poor management. •• 
pmpo1ied that these problems were uickl resolved once le IO and be an detail. 
Some of these m 01ied resolutions 

• [With regar.do prior relationship with~: '- spoke to - and 
leained that an worked at- and thehriing process was fair. " 

• ~ard to unhappiness in-]: '•• now understands and relates to 
- direct10n." 

• [With regard to - concern that- was upset withlll'~ proached­
and was able to ~ the misunders~ . I followed up ':rt.h- so I wo~ 
be conce1ned." 

Moreover, with re 

!!!!I 
- prepai·ed 

Because the OIG concluded that these issues fall more properly within the scope of-
peifonnance as we did not enlai·ge the scope of the investigation to 
specifically encompass t em. will have~ y to document and appropriately 
support these observations and conclusions in-perfo1mance appraisal. 

Finally,- statement addressed • own 
with specific improvements llll!as accomplished with· 
willingness to listen to staff ana• open door.lie . 

ii
nsible for a hostile work environment in , then 
their feelings of-direction, tlieir eeling 

-
s le. In addition to crediting­

em1asized• • 
ss 1ie at if were the one 

staff ' 'w~ai·e with 
towai·d-
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- stated that - first six (6) months at NCUA probably created some stress due to the 
changes - was implementing in- - stated that prior to becomin 
manner of conducting business had limited strncture. According to t e a in 
-had stait ed to implement some structure after taking over wnen 
related that• > soon realized that- employees wanted-to adapt to them and did not 
welcome the new changes. - o ined that this was a major pait of the tension experienced in 
- . stated further that team at that time did not understand the 
direction wanted to take with characterized them as accustomed to getting their 
way with regard to daily operations o - stated this was a source of friction between • and them. 

- stated that in 2012, within lient at NCUA, Kutchey 
info1med-that he had heai·d rnmors of problems with· . stated that - did not 
take the complaints he described personally; however, · 1 ask 1m who broughtfue 
complaints to his attention in order to fix them. Additionally,- stated that the info1mation 
Kutchey provided- \¥as not enough to act upon. - opined that• knew some of• 
employees had previous relationships with Kutchey and that was why they brought the issues to 
him, rather than to• 
- stated that on November , 2013, pai·ticipated in a ve1y productive team 
sti·engthening session with team, 1~ Barnes. The workshop discussed 
accountability within and its program areas. - stated that it set fo1th some new 
challenges for-management. 

- related that on December , 2013, the staff paiticipated in an all-hands 
teambuilding exercise at the Alexandria, VA. One of the issues which-
wanted to address was the mmor that h d infonned subordinates that they were not to 
speak to each other about problems in stated belief t~ implied to•• 
team members that this message o~ wi stated that~ related this 
message to= - employee. - stated that was unhappy with this meeting. fu 
paiticulai·,- complained that the facilitator did not seem to rnn this workshop as well as the 
November one. 

With regai·d to - stated that• did not blame• 1 
for filing- grievance .• 

characterized as resistant to change and feeling that could not do anything right. 
stated that 'understands.frnsti·ation and the sti·ess was ex eriencing at the possibility of 
losing- ob.• related asked-to mentor and et some u-ainin~ ses, in 
the belief that this would result in a positive outcome for stated that-had 
heard that some people were told not to associate with ai·acterized this as et 
and~ school" type of behavior. - stated that originally wanted to detail 
but- did not consider it initially. However, when was on leave 
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and Kutchey discussed a detail for 
from- 2014 to 2014. 
sought the detail for because 

stated that was ultimately detailed to 
opined that took it personally that 

had originally denied• 'request. 

- characterized- interactions with- as professional. However,- :repo1ied that l 
was uncooperative with.·e ard to• work roject requests. indicated this was a somce 
of friction between them. stated that wanted to detail to another agency in order 
to enhance- skills for cmTent position. initially re. ested a one (1) year detail. 
However, itdeveloped into a -day detail. stated that with on detail, it allowed• 
to devote more attention to . ' s development. • stated that 'is not forcing p: e out 
of- because [at the time of the inte1v iew] she had twelve (12) vacancies. Rather,. is 
tiying to retain personnel. 

stated that the 2013 erfonnance appraisals were lower for some 
team than in prior years. -related that - had init~ ritten the 
appraisa s w~ sti·ong anguage in the na1rntive sections. Conti·ai to what - repo1ied 
to the OIG, - stated that after read the nan ativ~ asked to soften them a 
little. - stated that in response to ·ievance,9etained na1rntives, but 
changed one of the numerical scores. stated that Kutchey eventually changed the 
nanatives during the grievance review process. 

The repo11· · agent asked- about a management meet-· where• yelled at- • 
stated tha was ve1y upset because- was unaware that was providing work products 
to other agency components. - explained that - :received a phone call from the Office of 
General Counsel (OGC) regarding work-had assisted them on and, because .was 
unawai·e of the project, was not prepared to answer their questions. - stated that was 
embaiTassed and fmsti-ated~ incident. Consequentl)". convened a meeting 
and asked A1iis to attend. - related that singled out and expressed anger that • failed to infonn• about the OGC work. I stated that told eve1yone at the meeting 
that from now on all work projects would go through- office, and all employees would have to 
sign an agreement to that effect. 
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When asked about contractors who cmrently serve-in various capacities, stated that • has begun to open for competition existing contrncts in order to better serve • 
explained that with regard to the existing contracts which~ed,. was reviewing them 
to detennine whether they were still needed. - stated t~is :'clu-ue of overseeing 
most of- contracts. -indicated that the contractors all repo1t to division 
directors and that no contractors oversee/supervise employees. In response to the OIG's question 
whether any cunent contractors are perfo1ming work typically perfo1med by agency staff, 
- stated tha- is cun ently acting in a staff assistant role. - admitted that• 
~ with som~ contractors at previou~ oyers and, as ~ ,- tmsted their 
work. - stated that when they competed for-contracts and- received the~ was 
ve1y pleased because-knew the type of work and products they would deliver to _ 

~en asked to charact~rize- management style.responded t~at - is_direct _and t~ the 

i nt and does eve1ythin~ e book. • relate tnes to be mobvat10nal m deah~1th 
staff. - described- as neither vindictive nor someone who holds gmdges. - stated 

tha~ es not keep a"~ " and "bad" list of staff members. - indicated at the end of 
the- inte1v iew that- would provide a statement to the OIG. 

After repeated in uiries from the OIG, provided, on August 1, 2014, a 21-page written 
report, titled: ' Response to the 2014 Inquiiy from the Office of the 
Inspector General" (the Repo1t) . (Exhibit 2) After the "Introduction," the first section of the 
Repo1t, "Background," provided info1mation relating to: (1) Info1mation Gathering; (2) 
Findings; (3) Initial Common Practices; and (4) Initial Common Themes. The second section, 
"Implementing Change," included three sections: (1) Implemented Changes; (2) 
Communicating Change; ~ Methods of Communication. These first two sections set fo1th 
the fo1m idable challenges - faced when havin inherited an 
organization that was previously managed by 
Moreover, these sections delineated~ of the positive steps 
to take yet, to implement change in-

In the third section, "Reactions and Responses to Change," the Report took a more negative tum . 
Here, examined the work habits, erfo1mance, and character of em lo ees: 

I 
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• 

I 

I 

FINDINGS: 

Hostile Work Environment 

It is well settled that an agency is entitled to expect its employees and managers to confonn to 
certain accepted standards of civil behavior and decomm, and to treat each other with a modicum 
of courtesy in their daily contacts. Likewise, abusive language and behavior are not acceptable 
or conducive to a sta~ sphere. While the ma·ori of the- employees 
interviewed accused-(and, in tum accused ce11ain-
employees) of creating a hostile work environment· , that pa1t icular allegation is 
misplaced in the context of the complaints at issue in t s mvestigation. From a legal 
perspective, a hostile work environment charge is predicated on the government's mandate to 
provide a workplace free from discriminat01y intimidation, ridicule, and insult. Given that 
defmition, "hostile work environment" is inapt here because none of the individuals who 
provided info1mation to the OIG raised the specter of underlying discrimination. 
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marked by a lack oftrnnsparency; and (3) that do not care about them 

•

ally. It is noteworthy that Barnes validated, as a result of her work with!!l"d 
that- do~ taff. Moreover, - reportedly admitted to 

p yees = the- teambuilding exercise that - does not feel o 1ged to 
share pe1t inent infonnation with them. Exacerbating these findings was consistent 
refosal to reflect on• own possible shortcomings or misdirection as a new of such a 
large and challenging office, which might have contributed to or failed to mitigate the problems 
both-and her employees described as existing in-

Despite of the inapplicability of a hostile work environment charge, the OIG investigation made 
the following findings with regard to , respectively: 

-
1. Unprofessional conduct: The evidence developed substantiated that - yelled at 

and threatened- at a management meeting. 
2. The evidence developed could not substantiate that- was complicit,,-·n 

attempts to marginalize- by pressuring others not to associate with 
3. No charge: The eviden~l~ substantiated that several employees an 

contractors who left- sincellll did so because they felt pressured by- to 
find employment elsewhere and/or because of the adverse working environment they 
attributed to• -

-
1. ~ essional conduct: The evidence developed substantiated that~lled at 

- including using profanity, in the hallway within earshot of oth~ 
employees. 

2. Unprofessional conduct: The evidence - evelo ed substantiated that -
inap- ·o riately attempted to marginalize by pressuring others not to associate 
with 

3. The evidence devel~ ould not substantiate that- pressured somtllllll 
employees to leave- or the agency entirely. 
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CONCLUSIONS: 

Overall, the investigation found evidence to indicate that ~ e and decision 
making-and to a lesser extent--were cau~ ~ re~ in 
staff turnover and an overall lack of suppo1i within-. Whether the turnover in- is a 
benefit or detriment to the agency is for NCUA management to detennine in light of such factors 
as loss of institutional knowledge and the costs of organizational turnover. F-· all , man of the 
- employees interviewed expressed their fear of future reprisals should 
re=That they had provided info1mation and othe1w ise cooperated with the OIG mt e course of 
this investigation. 

In reviewing the circumstances sunounding unprofessional conduct, 
respectively, and detennining whether disciplinaiy action is waiTanted, due consideration should 
be given to the "Douglas" factors. 9 The "Douglas" factors ai·e the pe1iinent mitigating and 
aggravating factors that responsible agency official(s) must considered before proposing or 
deciding on a paiiicular disciplinaiy measure or penalty. 

9 See Douglas v. Veteran' s Administration. 5 MSPR 280, 5 MSPB 313 (1981). 
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Likewise, this investigati-ce tha 
- regarding the- that 

improperly collaborated with the 
offers to credit unions. 

This investigation detennined fmther tha- did not violate the Federal ethics mies 
e1taining to im aitiality in perfonning official duties.1 Nonetheless, evidence established that 

knew of son's employment at the- and tha• son worked on-
for quite some time before contacting NCUA's Office of General 

Counse to see a vice. Moreover, the investigation revealed that mos staff doubted 
- impa1tiality towai·ds the- giv~ ami~ ith 
Accordingly, this investigation detennined that - as - should have raised 
and addressed the issue of a potential bias in a timelier manner. 

I .• 

On November 7, 2014, as part of its investigation, the OIG interviewed 
the interview,- was advised of• Ganity rights. (Exhibit 1) 

a. Background Info1mation c - · 

1 See Standards of Ethical Conduct for Employees of the Executive Branch, 5 C.R.F. § 2635 .502(a). 

2 Prior to 

2 
In connection with. mterview,lllllprovided a document titled "Background for OIG discussion with­

• • 11/7/2014" to OIG. This document represented- personal statement regarding the allegations against 
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- remarked thatllllhas an extensive network and a vision for what-can accomplish 
within its cmTent budget. As is in regular contact with numerous 
organizations in the credit union industiy. Occasionally may attend and present at 
~ s held by these various o= ations. Simi~ , t ese organizations may present at 
- meetings. According to _ , it is pait of. ob to keep the credit union community 
info1med on NCUA issues. 

With respect to th~,- repo1ted thatl previously served on the 
Boai·d for a~ ~ ears pn or to joining NCUA. According to_ , t e 
focuses on-credit unions and is probably the most closely aligned partner with 
- wi~ assisting individual credit unions. - has attended three conferences 
held by th~ in the past. 

b. 

Upon becomin ,. dete1mined th~wantecllllll to focus on areas 
which were somewhat neglected and dire!!tl affected the - credit union market. According 
to - s, one such area was consulting. repo1ted that some credit unions could afford to 
~ sultants to assist with grant writing an other services- fmt her rep01ted that - felt 
- staff were not expe1ts in this area and should focus attention on other fields where they 
could offer assistance. 

stated that prior to• aiTival at- some of the 
in the office were providing assistance with the 

· s. -realized that this work could be handled by the credit unions 
staff to work on other matte~ remai·ked that the­

·s time consumin and tedious. _.-uierefore, decided to offer credit 
· o s an to aid in obtaining the d~ ation of 

sta t a set t e based oia.experience see g 
as pait 'o~ consulting busines;jrior to joining NCUA. Before 

announcement ofth~,- stated that• personally contacted all the vendors and 
consultancies to info1m them of the amount so they could adjust their 

if so desired. reiterated that it was not cost effective for 
stated thatlllbelieved vendors could provI 

credit unions need and, in tum, develop a futme client base. 

is not privy to what consultant is workin 
process. - stated that the IS a 

money is gi~ectly to the ere It Ulllon t e credit 
is not required to fmnish info1mation regai·ding the consultant it has hired. 
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With respect to the- process stated that the award of 
- °is an internal, automated process explain- d the rocess: (1) a credit union submits 
its respective infonnation3 online through the website and receives, in tum, an 
electronically generated score; (2) based on the overal su nntter scores, - staff rank 
applicati~funding cutoffs based on the total funding available; (3) - Deputy 
Director-reviews the rankings and resolves any borderline situations; r d 4 
- conducts a third level of review of the recommended funding list. According to 
the recommendations to fund the- are typically detennined prior to-review and 
rarely modifies the recommendations. Additionally, because a credit union 1s not re uire to 
disclose the consultant it will use in order to receive a decisions 
are not made based on the consultant. In fact- stated that only at the end of a when a 
credit union submits a request for reimbmsement, is a credit union required to provide a payment 
receipt, which identifies the consultant employed. 

- son­
believes that 
declared that 

According to 
member of the 

C. 

- is cmTently em 
employment at the 
id not get the job at t e 

obtained the job on•• own. 

ed as a consultant for the­
commenced about two years aoo. 

because of his position as 

3 
According tollll a credit union only need provide its chatter number, the funding requested, and its contact 

infonnation. All other infonnation relied upon is drawn from existing NCUA data resources. 
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this email ~ alized- was involved in- applications-handles. - stated 
finther tha. mmediately sent an email to OGC, specifically, Hattie Ulan, Deputy Ethics 
Official, and Regina Metz, Staff Attorney, info1m ing them of a potential conflict of interest. 4 

(Exhibit 2) In the email Myers info1med, among other things, that: 

• - 'non-dependent - son, 
employ (sic) of one of the CU trade associations, 

• The- "contract[s] to provide services to credit unions. 
Som~ e services are aid for b This 
includes training and 

• At the--handles' 
proces~ merous credit umons." 

application 

• " In the cun ent round of funding, we have been told we will receive 
a application for will 
provide services to a group of CU." 

• "I do not make decisions on- The- staff provides the 
first line review and- ~ roval. I am 
pati of a panel that reviews the-

- repo1ted that - did not immediately hear back from Ulan and Metz. -finther 
repo1ted that on the following Monday, July 7, 2014, NCUA Executive Director Mark Treichel 
met with-and required that~ imself from the-review and decision rocess. 
-remarked that no one fro~ sat on the panel during this paiticular awai·d 
sess10n; this was to avoid an a earance of a potential conflict of interest. stated that 
subsequently OGC and the entered into an agreement that addresses any future 
potential conflict of interest on pait with regai·d to the- process. 

II. NCUA Staff 

As pa1t of this investigation, OIG conducted numerous interviews of NCUA employees, 
paiticulai·ly employees who work in-

4 Althoughllllllll stated that I ' sent an email to OGC on Thursday, July 3, 2014, the email was actually sent on 
Monday, June 30, 2014. 
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On May 20, 2014, Heather Hammes, Examiner, NCUA, was interviewed in connection with this 
investigation. Hammes stated that she has been employed by NCUA since July 1993. Hammes 
info1med that she acts as the National Treasmy Employees Union Chapter 303 President and 
Steward. Hammes stated that some- employees met with her during the 2014 NCUA 
Regional Conference held in April 2014 in Jacksonville, FL. Among other subjects discussed at 
~runes reported that~ees told her that soon after becoming 
-had ended the prac~providing- application assistance to credit 
unions. Accordin to Hammes, employees stated that the~reviously assisted 
credit unions with ammes fmther stated that-employees told her 
that in order to save NCUA money, moved this se1v ice outside the agency. 

Hammes stated that em lo ees indicated that moving this se1v ice outside of NCUA 
might be ~fiting son,_ Hammes related that the 
employs - The ~inos, rovides 
processing se1v ices to credit unions. Hammes stated that osif n at the 
involves working with credit unions that are s~ Hammes opined fmther 
that there is a itential conflict of interest for - if is directly or indirectly funneling this 
work towards son's employer. 

Lastly, Hammes repo1ted that - employees told her that-had made a statement tell 
staff at the conference tha did not want to hann the consulting industry that assists credit 
unions with . Hammes inte1preted this alleged statement as meaning if-
continued to provide assistance to credit unions, it would divert business that 
outside consultants m1g enefit from. 

On Ma 23, 2014, OIG inte1v iewed 
regarding this investi ation. as e n loyed by NCUA since 
stated that when became one~mplemented was 

IScontmuance of assistance to ere 1t umons. - stated that~ 
that several credit unions had commented negatively about this change. According to -
these negative cormnents refeITed to the fact that credit unions would have to pay consultants to 
assist them with 

- stated that-son -
se1v ices to credit unions seeki 
fmther that 
$2,500.00. The 
se1v1ces. 

According to 
was hired byNCUA. 

did not strut working at the- until after­
stated fmther that-believes this to be a conflict of interest for 
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- - assUilled that NCUA senior management is aware of this potential conflict of 
interest or appearance of a conflict of interest. 

Lastly, uestioned whether it is more cost effective for NCUA to have consulting 

i
ncies or provide assistance to credit unions. stated that 
had heard that th was expe1iencing a backlog of 

and that- staff could provide assistance. 

• • t 

• 

• 

• 

Fmther, in 2014, 
mt e amount of $2,500. 

had a consulting fum that handled 
said she did not know if- had steered any 

• • 
I 

lllm 

I • • I . . I I I 

m 

I 

who holds the position 
as een employed by NCUA 
recently had been hired by the 

processing services to credit unions. 
other organizations charge credit unions a fee of 
voiced concern that because of- familial 

, there 1st e appearance that - is givin~ rential treatment 
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also suggested that there is a potential conflict of interest. - reported that the 
controls "a roximatel ninet -nine ercent" of the new contracts submitted to 

fo · . • reported fm1her that the 
- ensme contracts were equally distributed among 

should recustllllll from the vendor selection 
process; however 

believes that 
has failed to do so. 

Finally,_ stated that~isited- on two occasions (in 2013 and 2014). 
Dming ~ sits, -""iiiiroclucecson to OSCUI staff. ~ nks this may have 
caused uneasy fe~s with among the staff. - believes ~ may be sharing 
infonnation with- son about upcoming contracts from-

On Au~ust 13, 2014, OIG interviewed- em lo ee 
- has worked at NCUA smce state t a reviews 

applications and fo1wards the a plications to agement for approval or denial 
based on• recommendations. also deals with the program, which has a limited 
number of allotments to to credit unions. Accordin to - NCUA has issued 
approximately for 2014. Fmthe1more, stated that the majority of 
these grants were awar e to ere 1t unions that used the to process their respective 
grant application. 

repo1ted that in sprino 2014, 
was introduced to 

conce1ns 
majority o 
respective 
eighty percent of 
listed as a consultant on several bids for 

visited - father at NCUA. Dming this visit, 
ot discuss any matters concerning credit unions. 

smce. 

has 

to process their 
ts~ately 

son- was 

On Se tember 9, 2014, OIG interviewed NCUA employee 
- has been employed by NCUA since 
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NCUA~ oyment, where- worked 
on the- program. first met repo1t ed that 
Debbie Matz, NCUA Chai1man, brought to NCUA to put on a better path in 
contrast to its prior direction. According to - has severa business contacts within 
the credit union communi and brings aw h wledge and experience to the-
- · When took over as , the office went through a 
reorganization. sated that has a direction for- that does not include 

rovidin assistance. In 2012- stopped p1~ his service. 
oes not ow 1 t is change has resulterrn=t savings t~ Moreover, 

has not heard any negative feedback from credit unions regarding this change. 

~ ' - stated that 
- assists credit lmions with 

i
earance of a possible conflict of interest given 
employment at the -

as a consultant. - thinks 
remarked that- could see the 

familial relationship with-and 

On October 3, 2014, OIG interviewed NCUA employee 
- has been employed by NCUA since cc r o Chaiiman 
Matz hiI·e to cany out significant changes within . remarked that 
- has several business relationships within the credit union industry tha• developed prior 
to Joming NCUA and has maintaiI1ed since. 

stated that it is• ancllllll' shared goal to develop and maintain core se1vices 
in order to make the office more proficient. With respect t!!l.the 

·ocess, stated that . > and- dete1mined that 
were providing s~ tanti~ stance to credit unions an t er. 

preventing credit unions from m~ s on theiI· own. Moreover, too many 
staff members were working o~ . - and- dete1mined tha 
staff members ' time could be put to better use in other areas. 

Regarding the 
knowledge as to whether 

a~,500.00), - stated tha- had no 
and the- collaborated on setting that amount. But 

This repo1t 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 repo1t 
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-AI-CO-03 
Page 10 of 16 

- remarked that it would not be uncommon for-to have conversations with credit 
union entities like the- concerning services provided by NCUA and-

- stated that-is awru:e that works as a consultant for the- • 
does not believe this fact could create otential conflict of interest for- because credit 
unions apply for throu s automated website. Moreover, 
applications fo are completed by the credit union. After the 
the credit union will detennine what consultant or organization to hire to assist with the 
- process. 

III. 

On September 22, 2014, , CEO of the _ , telephonically contacted OIG. 
~ conversation, state t at~~as investigating th~ 
- program. s ted that th~is a ~ dvocate of the pro ·am and 
is assistin with building the credit union community. - ftnther stated that 

, works for the as a consultant and handles 
for credit unions. 

went on to explain that while it may appear that there is a conflict of interest concerning 
an~ t is not the case. According to in July 2014, the-

removed- from all Technical Assistance matters because it considered • c to have a covered relationshi with under the ethics mles. provided OIG with 
a co of a document titled ' Acknowled ement" t that executed 

infonned that the- decided to charge credit unions $2,500.00 for 
its servic~ CUA established the 
amount of $2,500.00. The chose to change its consulting fee to the same amount as 
the grant. 

NCUAOGC 

As mentioned above, in June 2014, arding a potential 
conflict of interest concerning a and two 
collaborating credit unions were submitting in of the 2014 Program. 
S ecificall , on Jlme 30, 2014,~ email to Metz and Ulan informing counsel that 

"non-depende~ son," worked for the - (Exhibit 2) In 
the email, stated that "(i]n the cmTent round of fimding, we have been told we will receive 
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for which will provide~ 
fmther stated thatl sits on the "panel that reviews the -

Upon advice from OGC, on July 7, 2014, Treichel emailed- stating that he had ''become 
aware of some info1mation that may create the appearance of a conflict of interest as it relates to 
the process." xhibit 4 Treichel re uested that- postpone 
the panel that was scheduled to review the next day, as well as 
the general process. res~ Treichel' s email info1ming him thatl 
had remove ·om the pane , an t at - would fill in for - at the panel meetmg 
scheduled for the~y. On July 8, Treichel emailed- again stating thatl wanted 
~one the- panel ... and restrncture the panel process so that only non­
- staff are voting on the decision." Treichel fmther stated that wi~all other 
grants, effective immediately - any grants involving a cash outlay to the - must be 
approved by the DED." 

To resolve any potential conflict of interest arising from and • familial relationship to OGC drafted th 
acce tance of money pursuant to any awarded in 

Program. On July 29, 2014, executed the 
Under the- as a condition of acceptance of any reimbursements, 

agreed to abide by the following covered relationship restriction: 

The- wil~ an employee, contractor, consultant 
or v~he - to pruticipate subst~ in the 
- -funded activity, or to othe1wise benefit from -funding, 
who, to its knowledge (assuming reasonable diligence), has a 
'covered relationship ' with an NCUA employee who presently 
holds a position that would enable him or her to influence a 
pending future or a reimbursement of pe1mitted 
expenses thereunder. 

An employee, contractor, consultant or vender of the -
would have such a 'covered relationship' if he or she were either: 
(I) a member of the household of an NCUA employee who 
presently holds a position that would enable him or her to 
influence a pending or future or a reimbursement 
thereunder; or (2) a relative of such an NCUA employee with 
whom he or she has a close personal relationship. 5 C.F.R. 
2635.502(b )(l)(ii). 
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(Exhibit 3) In the- the- also acknowledged thatNCUA has "full discretion" to 
deny funding for reimbmsement under a-if NCUA detennines that the-is in 
breach of the covered relationship restriction. 

DISCUSSION 

This investigation developed no evidence that - violated the Standards of Ethical Conduct 
for Employees of the Executive Branch, 5 C.F.R. § 2635.502, Personal and business 
relationships. Section 2635.502(a) states that: 

[ w ]here an employee knows that a patticular matter involving specific patt ies is likely to 
have a direct and predictable effect on the financial interest of a member of his 
household, or knows that a person with whom he has a covered relationship is or 
represents a patty to such matter, and where the employee detennines that the 
circumstances would cause a reasonable person with knowledge of the relevant facts to 
question his impartiality in the matter, the employee should not participate in the matter 
unless he has infotmed th e agency designee of the appearance problem and received 
authorization from the agency designee in accordance with paragraph ( d) of this section. 

The prut icular matter at issue is the awru·d of 
specific patt ies involved are the credit unions that apply to 

to credit unions. The 
for these-

Here, .is in a covered relationship with- Under section 2635.502(b ), an employee 
has a coverea relationship with a "person who 1s a member of the employee 's household, or who 
is a relative with whom the e~ has a close-rsonal relationship." 5 C.F.R. § 
2635.502(b)(I)(ii). Although-and• "son do not live in the srune household, 
evidence established that they have a close personal relationsh~ deed, .and-had 
dinner together at a business conference and on two occasions - visited father at work. 

Even thou , - and• son-are in a covered relationshi , s employer, the 
is neither ~ applying for a nor does it represent any 

patty applying for the- See 5 C.F.R. § 2635.502(a) (requiring that the person with whom 
the employee "has a covered relationship is or represents a patty to such matter"). 
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between a credit union applicant and the- is merely speculative and thus too attenuated 
for the- to be a party, or represent a patty, to this matter. See 5 C.F.R § 2635.502(a). 

Additionally, considering that-is not privy to what consultant organization will be 
em lo ed b the credit union, it is simply imposs~ to award or influence the award 

to direct work to the~ 

This investi ation, moreover, found no evidence that m 
processing to direct business to th 
assistance after• and- detennined that were spending too 

much time on it and their time could be better utilized on other matters; and it was not cost 
effective. 

Moreover, it is troubling that- only info1med NCUA OGC about a potential conflict of 
interest regarding son's em loyment at the- in June 2014 - even thou had 
been working at tfi for approximat~ ars while - was 
Fmthe1more, it see t at knew for some time that - worked on 
processing at the before I contacted OGC seekin ethics advice. See Ex. 1 
June 30, 2014 email communication) (statin that the "co~ s] to provide services 
to credit unions. . ... This includes . . . and tha- handles ,. 

processing"). 
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Considering - position as should have been more sensitive to the 
possibility th~on's employment at the could create the appearance of bias and 
addressed the issue in a more appropriate timeframe. See 5 C.F.R. § 2635.501 (stating that the 
pmpose of the ethics provision regarding personal and business relationships is to "ensure that an 
employee takes appropriate steps to avoid an appearance of loss of impartiality in the 
pe1fonnance of his official duties"). 

CONCLUSION 

The OIG plans no further action in this matter at this time. In reviewing the circumstances 
smToundintlllll conduct and detennining whether disciplinary action is wairnnted, due 
consideration should be given to the "Douglas" factors. 5 The "Douglas" factors are the pe1tinent 
mitigating and aggravating factors that responsible agency official(s) must consider before 
proposing or deciding on a paiticular disciplinaiy measme or penalty. 

5 See Douglas v. Veteran's Administration. 5 MSPR 280, 5 MSPB 313 (1981). 
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EXHIBITS: 
1 Copy of Ganity Advisement, dated 11/07/14 
2 Copy of email to OGC, dated 6/30/14 
3 Copy of Acceptance Acknowledgement, signed 7/29/14 
4 Copy of Treichel memo, dated 7/17/14 
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NATIONAL CREDIT UNION ADMINISTRATION 
Office of Inspector General 

Office of Investigations 

REPORT OF INVESTIGATION 

CASE NUMBER: 14-AI-CO-05 

CASE TITLE: Misconduct: Possible Mail Tampering 

CASE ST A TUS: CLOSED (October 22, 2014) 

VIOLATIONS: NIA 

PREDICATION: 

On September 16, 2014, a confidential informant (CI) informed the Office of Inspector General 
(OIG), National Credit Union Administration (NCUA), Alexandria, VA that a letter with a check 
enclosed, received in the , NCUA, Alexandria, VA had 
been tampered with (ripped in half) prior to e c ·ng t e addressee. The envelope showed that 
IIIIIJlate- and time-stamped the letter on , 2014, at - . Inquiry with the 
NCUA mailroom disclosed that the letter was not damaged prior to its delivery to 1111- The CI 
alleged that someone in 1111 deliberately damaged this letter due to possible retaliation. 

SYNOPSIS: 

, mailed the letter to 
with a personal check enclosed for 

sunshine fund (a fund that helps pay for celebratory type occasions ). 
notified Ill that on - • 2014, • found the letter on desk tom/ripped in two 
pieces. (Exhibit 1) llllllfmToimeci the Reporting Agent (RA) that thought the damage to 
the letter and check was an intentional act by someone - . 

DISTRIBUTION: 

Mark A. Treichel 

Executive Director 

CASE AGENT: 

Director of Investigations 

APPROVED: 

Sharon Separ 
Asst. Inspector General for 

Investigations 

(Signature) 
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During investigative interviews, it was detennined that the NCUA mailroom delivered 
letter undamaged to OCP on , 2014. 
- admitted that during the so1img process , acc1 ent y tore etter an 
check in half. stated that• then placed it in a pile of opened mail for delivery to the 
res ective staff members, but before could staii delive1y , • was called into a meeting. 

SUBJECT(S) INFORMATION: 

NIA 

DETAILS: 

, found the undelivered mail and 

Allegation 1: Someone- had intentionally damaged- letter. 

On 2014, a CI info1med the OIG that a letter received- had been damaged 
(ri ior to rea-hin the addressee. - date- and time-stamped receipt of the letter • • • • 
on 2014, at . ~ with the NCUA mailroom disclosed that the letter 
was not dainaged prior to its delive1y - . The CI alleged that someone- deliberately 
damaged the letter due to possible retaliation. 

Allegation 1 Findings: 

On September 17, 2014, the RA interviewed- regai·ding - letter. - stated 
that on , 2014,• found a tom lei er stapled back together) on her desk whiln 
an ived at work. stated the letter was from , and contained a personal check for 
sunshine fund. stated that• i did not ow who distributed the mail or who may ave 
placed the letter on desk. • stated that• contacted- and informed• of the 
condition of the letter and check. 

On Se tember 17, 2014, the RA interviewed 
Nat10na Cre 1t Umon 

Administration (NCUA), Alexandria, VA regai·ding damaged letter. - stated that 
I remembered delivering the letter to OCP. • stated that the letter was not tom or damaged in 
any way when I delivered it. - stated that any <lama. piece of mail coming into the 
mailroom must be documented and a supervisor is notified. stated that this was not the case 
with regai·d to this letter, because it was undamaged. 

This repo1t 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 repo1t 
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On' S tember 18, 2014, the RA interviewed regarding the <lama ed letter. ' stated 
that received an email from statin > had found letter on desk 
when an ived at work. stated that infonned that the letter, as found it, 
was nid in half and then stap ed together. explained t at the letter containe a personal 
check had written in the amount of $50.00. stated ~ sent it in response to an 
office-wide email requesting conti·ibutions to replenish the~unshine fund." - stated 
that• suspected who may have <lama ed the letter and believed it ma have been intentional. 
~ ificall , stated that both 
. , and 
the letter. 

On October 2, 2014, the RA requested a list of individuals 
from the maikoom. In response, on-2014, 
provided a list of individuals who de~ ail. (Exhibit 2 

On October 8, 2014, the RA interviewed 
re~ing possible misconduct (ma-·1 tam ering). Prior to the interview, the RA advised 
of. Gan ity rights. (Exhibit 3). stated that a roximately once a month,• is 
responsible for distributing the mai at 1s delivered- from the Centi·al Office mailroom. 
The RA showed~icture of- damaged letter and asked if• had ever seen it. 
- stated t~ remembered the letter. stated that while opening the mail,• > 

accidently ripped the letter and check. stated thalistapled it back together and 
placed it on the pile of mail to be delivered to staff. stated that had to attend a 
meeting and forgot to finish the disti·ibution o t e mail. stated t! • learned that _ 
finished disti·ibuting the mail for• . • stated that• did not intentionally rip/damage the 
envelope. - provided a statement via email (Exhibit 4). 

Overall Findings: 

The investigation did not substantiate the allegation that someone 
- letter and check. Rather, the investigation revealed that 
letter during the s01ting process. 

The OIG plans no farther action in this matter. 

Exhibit(s): 

1 
2 
3 
4 

intentionally damaged 
accidently damaged the 
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Office of Investigations 

REPORT OF INVESTIGATION 

CASE NUMBER: 14-AI-R3-06 

DATE: March 4, 2015 

CASE TITLE: 

CASE STATUS: Closed - pending 

VIOLATIONS: NIA 

PREDICATION 

On September 18, 2014, Joy Lee, Ombudsman, National Credit Union Administration (NCUA), 
contacted the OIG concerning allegations against NCUA employees 

Regioia, and 
, Lee received 

claiming that during an on-site 
examination a had demonstrated "aggressive and harassing" 
behavior in a "retaliatory spirit" towards staff members. Stevens further claimed that ­
and 11111 were "impairing" 

employee. 

DISTRIBUTION: 

Mark A. Treichel 

Executive Director 

SUBJECT INFORMATION 

(Regio~ . - is a current NCUA 

CASE AGENT: 

Director of Investigations 

APPROVED: 

Sharon Separ 
Asst. Inspector General for 

Investigations 

~~,--. 
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employee. 

A. -

(Region 

DETAILS 

. - is a cmTent NCUA 

On Se tember 22, 2014, the Repo1i ing Agent 
, in connection with this investi ation 

held a Board meeting (the- Board 
CUA Associate Re ional Director-

, an 
of adequate time to read and discuss the document. 

c ntacted its counsel, 
2014, on behalf of 

stated that the credit union went fo1ward with the process 
Dmi~e, contended that- seemed to be 

at more often than usual. - clai e t . presence was disrnptive to 
the credit union's dail o erations. For instance, related that during an onsite visit in 
- 2014, and insisted on r documents and discussin 
examination issues 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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·essive behavior could have negatively 

Board was not ex ectin 

. I 

. I I . 

• I I . • : . I 

B.-~ 

2014, immediately prior to a~ ard 
and- requested a meet~ 

eetin with the Board, intenu ted the 

: . I! 
: . 

. • I . 

I . I I • I . I 

On O~tober 24, 2014, the RA interviewed- . Prior to the interview, _ was advised 
of• G~m ity rights. (Exhibit 4) 

, Re io 
According to , is a troubled credit union. For example, suggested that 
- and its management are in violation of several regulations relating to business and 
~ial loans. Because of- 's issues,_ stated that I began scheduling 
qmuterlyvisits (occuning about eve1y 120 days) to review- 's remedial effo1ts. 
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- stated that~e occasions • re~ opies of the audiotapes of the 
Board Meeting and-Board Meeting. - declared that neither I nor 
harassing in their dealings with staff, management, and Board members. 
stated that all requests made to were due to NCUA's 
retaliatory. 

were 

On October 24, 2014, the RA interviewed • . Prior to the interview, . was advised of• 
G~m ity rights. (Exhibit 5) 

- stated that durin 
times to meet with 

to-prior to 
0 . Meetmg,lfknocked 

Ac~ ,- >and 
th~Board Meetin 
before enterin~ room, 
According to _ , neither 

a~ 
since the-Board 

Meeting. 

- declared that• never intended to harass anyone at- . Moreover,• was not 
aware of any behavior by- that could be considered harassin or a ·essive. 
contended that the harassment allegations are the result of NCUA's 
since its classification as a~ l actions" credit union. - opined that it seemed 
was improperly impeding- 's merger plans in an e:trortto save• job. 

~ ' - re. ested copies of the audiotapes of the-Board Meeting and 
~ eeting. has not received the copies to date. 

This repo1t 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 repo1t 
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-AI-R3-06 
Page 5 of 8 

C. NCUA Employees 

On October 24, 2014, the RA interviewed- in connection with its investigation. -
info1med the RA that - has several ongomg issues. Because- has been ~ ed 
a "s ecial action" credit union, it is not uncommon for an examiner to conduct monthly visits. 

however, was uncertain how :frequently- visited . stated that 
could have visited more often than once a mont . related that• i did 

not know exactly how often contacted- because failed to document•• 
visits. According to lack of = tation since een addressed. 

With respect to _ ,_ stated that• i is a direct and results-driven individual. has 
never had a pro~ w~ with a credit union. Likewise, - characterized as 
easy to get along with; ll)ias never had an issue working with credit union staff or management. 

On October 24, 2014, the RA interviewed With respect to_ ,_ 
stated that it is a troubled credit union and waiTanted extra attention to ensure it remedied 
problems identified in previous examinations that it had failed to address. - fmt her 
stated that has not always followed though on promised actions. Nonetheless, 

chai·acterized NCUA examiners' interactions with - in previous years as less 
aggressive than the cunent year. 

- explained that the NCUA Office of Examination and Insurance (E&I~ 
scrntinizing Region• s work in the ai·eas of si cial actions and contact repo1ts. -
stated that this scrntiny has resulted in Region taking a ~ gressive approach in dealing 
with credit unions within the troubled catego1y, including - . 

and- . At the 
, the Board members 

Bo~·?M~ as 
a copy upon its cone usion. After severa mqumes,_ 
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With respect to 
troubled credit unions. 
- methods can 
individual. 
credit unions. 

to be ve1y professional in dealing with 
as methodical; however, at times, 

escribed- as a direct and results-driven 
professionalism with respect to working with 

prior to - . 
nent at 

- stated that - is a "by the book" examiner. - stated further that does 
not C a credit umon too much "wiggle room" with reg~ identified problems. noted 
that. and have different styles with respect to working with credit unions and their 
personnel. opined that - might consider-behavior "aggressive" as 
compared to behavior. 

CONCLUSION 

This investigation de~ no evidence that - and- engaged in unduly aggressive 
behavior or harassed- 's staff, management, or Board members. 

- has been characterized as a troubled credit union. All of the NCUA emiiio ees 
interviewed were aware of the financial and operating issues that have plagued for some 
time. Because- falls within NCUA's "special actions" category, it requires close 
supervision. According to - it is quite common for examiners to hiiave fre uent contact 
with credit unions in the special actions category. Moreover, as noted by and 
_ ,_ has a histo1 of failin~ timely and accurate m 01m ation 
re ardin its remedial efforts. and- also expressed concern that 

hus waITanting extra attention. Accordingly, and 
's monthly contact with was not out of the ordinaiy. Nor was it harassment. 

Rather it was a concentrated effo1t to monitor the troubled credit union and its effo1t s to resolve 
issues identified by NCUA. 

This repo1t is furnished on an official need to know basis and must be protected from dissemination which may 
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This investigation could not substantiate that 
Board Meetin . 

subsequently corrected those e1rnrs. 

Sim~ with~ to the-Board Meeting, there is no evidence to sustain the claim 
that- and- impr~d the meeting and harassed the Board members in an 
un rofessional manner. Notably, despite repeated requests b-hree individuals ~ ' 

and - for copies of the audiotapes of the and-Board Meetings, 
has yet to provide them. 

Both-and- are viewed consistent! as reliable professionals with no histo1y of 
inappropriate conduct at credit unions. has been characterized as a "methodical" 
examiner who operates "by the book," and as a "direct" individual who is "results-driven" 
with• work. These attributes, considered in light of the investigative findings, do not rise to 
the level of aggressive or harassing behavior. 

Additionally, this investigation developed no evidence that- or 
mer er efforts. In fact, this investi ation could not even confom wheth 

during 

im aired- 's 
was actually 

and- 's 

The OIG plans no farther action in this matter at this time. In reviewing the circumstances 
smTounding- and- ' s conduct and dete1mining whether disciplinaiy action is 
waiTanted, due consideration should be given to the "Douglas" factors. 1 The "Douglas" factors 
are the pe1i inent mitigating and aggravating factors that responsible agency official(s) must 
consider before proposing or deciding on a particulai· disciplinary measure or penalty. 

1 See Douglas v. Veteran' s Administration. 5 MSPR 280, 5 MSPB 313 (1981). 
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NATIONAL CREDIT UNION ADMINISTRATION 
Office of Inspector General 

Office of Investigations 

REPORT OF INVESTIGATION 

CASE NUMBER: 14-AI-R2-07 

CASE TITLE: 

ISSUE DATE: 

VIOLATIONS: 

May 18, 2015 

18 U.S.C. § 1001 - False Statements 
18 U.S.C. § 287 - False, Fictitious or Fraudulent Claims 
NCUA Collective Bargaining Agreement, Art. 14, Sec. 37 - Travel 
Reimbursement Voucher 

PREDICATION 

On November 20, 2014, the Reporting Agent (RA) met with Wendy Angus, Associate Regional 
Director, Operations (Region II), National Credit Union Administration (NCUA), Alexandria, 
VA and Roger Blake, NCUA Senior Examiner (Region II), regarding possible misconduct by 
NCUA . Angus stated that she suspected - of travel claim 
fraud. Angus stated that had submitted several claims for reimbursement of travel 
expenses, totaling approximately $5,000.00, which the agency had already paid via the Region II 
corporate credit card. 

SUBJECT INFORMATION 

Examiner (Region II), - is a current NCUA 
employee. 

DISTRIBUTION: 

Mark A. Treichel 

Executive Director 

CASE AGENT: 

Director of Investigations 

APPROVED: 

Sharon Separ 
Asst. Inspector General for 

Investigations 

~~~ 
(Signature) 
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NCUA Employees 

DETAILS 

As pait of its investigation, the RA interviewed numerous NCUA employees who are involved 
with, or have knowledge of, - business travel and respective trnvel expenses. 

On November 21, 2014, the RA inte1v iewed Angus. Angus infonned that in 2010-
govemment-issued, JP Morgan Chase travel credit card (JPMC Travel Cai·d) was c=n:f' due 
to multiple payment delinquencies. 1 Thereafter, Region II paid- travel expenses with its 
c01porate credit card. 

According to Angus, in November 2014, it was brought to her attention that 
been reimbursed for travel ex enses that the Region had a1ready paid. Spec1 1 a 

(Region II), informed Angus and- that 
pending travel claim sought reimbursement for expenses that had ah-eady been directly billed and 
paid for with Region !I's c01porate credit card. Angus related that this pa1ticulai· travel claim 
ale1ted them to potential issues with - past travel claims. 

As a result, Angus and Blake reviewed travel claims- between March 13, 2014, and 
October 20, 2014. Based on that review, they found that, based on- travel between late 
2013 to November 2014, the Region (1) directly paid for expenses related to a total of twelve 
travel claims for_ , using the Region II credit card; and (2) subsequently reimbursed 
- directly ~ e same expenses based on her submission of each sepai·ate claim. The 
total amount of travel chai·ges NCUA reimbursed to - (duplicating the amount the Region 
had already paid for,~ e Region II credit card) totaled $4,989.15. (Exhibit .!,L Angus 
suggested that given- tenure at NCUA and the fact that the revocation of• own 
government-issued credit cai·d was due to . personal financial situation,• should have 
known which travel expenses were eligibl:Tar reimbursement on• claims and which expenses 
Region II had a1ready paid for using its credit card. 

On December 3, 2014, the RA inte1viewed Blake regarding- Blake stated that ~ 
been- dire~ isor since June 2013. Blake related that in November 2014~ 
infor~ that - travel expenses were direct-billed and paid for with the Reg10n's 
c01porate credit card. This prompted Blake to review- most recent travel claim. Blake 
discovered that this claim sought reimbursement of hotel room chai·ges that the Region had 

1 On December 4, 2014, the RA obtained information from Glenn Donaldson, Accountant, Office of Chief Financial 
Officer, NCUA, continuing that- JP Morgan Chase account was closed in January 2010 and a balance of 
$1,013.85 was charged-off, i.e., wntten off as uncollectable. On Febrnary 19, 2015, Donaldson received 
confirmation from JP Morgan Chase that- had paid in full the charged-off account balance. 
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previously paid. Blake stated that he info1med ~ out this potential issue. Blake fmiher 
stated that this discove1y caused him to inspect- past travel expenses. Blake discovered 
that NCUA had reimbursed- for travel expenses totaling $4,989.15 which the Region had 
previously paid using the Reg10n's corporate credit card. 

Lastly, Blake remarked that he has no issues wi~ work and has never received a 
complaint about- from the credit unionslll(iiasexamined. 

On December 4, 2014, the RA interviewed- as paii of this investigation. - stated 
that - does not have a JPMC Travel Card because account was closed due to payment 
~ encies info1med that, as a result• makes travel airnngements after 
- notifies via email. When• makes the airnngements, uses the Region II credit 
card to pay for the expenses incuned. 

- stated that - recently made a comment- regai·ding Concur - the management 
s stem that NCUA utilizes for employee travel and reimbursement. According to . , 

stated that i ma not be claimin reimbursement for all of eli ible travel expenses. 

notified Blake and inquired whether Blake knew which of travel expenses the 

•

ion paid for directly, because- did not have a JPMC Travel Cai·d of~ -
Blake that for Region II employees who do not have a credit cai·d - such a~ - the 

iii. pays for hotel, airline tickets, and parking (the last on an as-needed basis) . According to 
Patricia Krobath, Region II Director of Management Services (DMS), holds Region II's 

c01porate credit card and must pre-authorize all expenditures. 

On Januaiy 23, 2015, the RA interviewed Willi~ , NCUA Supervi.s1 Examiner (Region 
II). Tracy was - direct supervisor when- joined NCUA in . Accordin~ 
Tracy, upon the commencement of• employment at NCUA, ~ onned him that. 
had delinquent debt. Tracy stated fmiher that in 2~ s becaine delinquent 
on her JPMC Trave~ ayments and ultimately• account was suspended and card usage 
canceled. Because- no longer had a government-issued travel credit cai·d, Tracy set up 
the process whereby the Regional Office directly paid- travel expenses - hotel and 
airfai·e - with the Region 's c01porate credit card. Last~ stated that- is a good 
employee and did not recall any issues or complaints regarding• work during his supervision. 

USAO Declination of Prosecution 

On_, 2015, the RA presented this investigation to the United States Attorney's Office, 
Eastern District of Virginia (USAO), for possible criminal prosecution of- under 18 
U.S.C. § 641 (Theft); 18 U.S.C. § 287 (False, Fictitious or Fraudulent Claims); and 18 U.S.C. 
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§ 1001 (False Statements). On Janmuy 20, 2015, the USAO declined criminal prosecution and 
authorized issuance of a Kalkines Warning. (Exhibit 2). 

-
On Janmuy 22, 2015, the RA interviewed- in connection with this investigation. Prior to 
the interview, the RA provided- Kalkines Warnings. (Exhibit 3). 

- stated that - ijoined NCUA in • . - fmther stated that when• commenced 
employment,• had ~ nt ~ s. As a result,• bank accounts were garnished in 
order to collect on• - de~ contended that when NCUA reimbursed• based 
on• travel claims, that mone , which was automatically deposited into• bank account, was 
immediately withdrawn from bank account under the garnishment order, before. ) could 
pay• JPMC Travel Card bi . stated that the garnishment order resulted ~ e late 
payments on• JPMC Travel Card and ultimately the suspension of• account. 

- stated that• i info1med• then-supervisor- about• JPMC Travel Card 
revocation. As a result, ananged for Region II to direct bill and pay for• travel using its 
c01porate credit card. explained that cmTently,• imakes• travel an angements and 
fo1wards the info1mation to Region II's DMS to handle payment. Upon completion of• travel, 
- enters the info1mation into Concur, the travel management system. 

- stated that when• new supervisor,_ sent bac~ st recent travel claim,• 
quest10ned whetherllllias properly complet~ e claims. - stated that• i may have 
incon ectly complet~ past travel claims and needed to review them. 

When asked,_ stated that - ihad no knowledge of being reimbursed for travel expenses 
aheady paid for by NCUA. Simila~ - claimed to have no knowledge that almost 
$5,000.00 had been deposited into . ~ count as a result of her travel claims. -
contended that• does not pay attention to• bank account deposits. 

The RA then explained to that • i had been reimbursed a total of $4,989.15 for twelve 
(12) separate travel claims. stated that~no knowledge of this and would be 
willing to pay back the total amount to NCUA. - remarked that• was smp rised by this 
info1mation and would never intentionally try to obtain money from NCUA that was not 
legitimately owed to• . - stated that it is• fault that• i did not properly file• 
travel claims. • finther stated that• does not completely understand the Concur system. 

Regardin 

and• stated that• wages are no longer garnished 
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After the interview, ~ided the RA with a written statement and exhibits. (Exhibit 4). 
m• written staten~ contends that when NCUA implemented a new travel 
~ment system - Concur - the repo1iing of Direct Bill items had changed. According to _ , • i "simply misunderstood the process for the new Direct Bill line items" in the Concur 
system and did not have "any intention of taking any monies that did not belong to me." 
(Exhibit 4). 

~1 13, 2015, the RA interviewed- again. Prior to the interview, the RA reminded 
- of the Kalkines Warning he ha~usly issued. 

The second interview focused on-knowledge of the Concur travel management system. 
- stated that in August 201~1iicipated in a group training session for Concur in 
Richmond, VA and received follow-up instructions for Concur after the ti·aining session. 
According to_, it was not until four months later that• used Concur for the first time. 
- explained that• took the following steps to complete travel claims via Concur: • 
(1) entered all expenses in the Concur system; (2) attached all receipts; (3) entered the notation 
"direct-billed" in the comments section for a related cha-· e; 4 reviewed the ti·avel claim; and 
(5) submitted the ti·avel claim to• supervisor, Blake. fmiher explained that . 
entered all the charges for travel- mcluding those that were irect-billed- so• coul~ceive 
credit for a lodging bonus. - stated that in comparison with the previous travel 
management system, Concur uses a different fonnat and is confusing; however,_ never 
asked for assistance with Concur. 

- stated that• \ ·eceived email notifications from Concur regarding the status of• 
ti·avel claims, but did not pay attention to the notices because• >had several travel claims 
pending and assumed that the con-ect reimbursement amount would be deposited into• bank 
account. - fu1iher stated that• > never questioned whether the amounts of• travel 
claim reimbursements were con-ect and did not pay attention to the amount of money deposited 
into bank accOlmt as a result of ti·avel claims. ex lained that durin this time 

iwas dealin with 

- stated that none of• ti·avel claims were returned to• for con-ection until-
2014. At that time, Blake returned a travel claim that sought reimbursement for expenses that 
aheady had been paid for with the Region's corporate credit card. - stated that• 
immediately con-ected the en-ors and resubmitted the ti·avel claim. Thereafter, emailed 
- to detennine whether• previous ti·avel claims were inco1Tect as well. stated 
'thaiirBlake had returned other mcon-ect ti·avel claims to•,• would have con-ecte any 
en-ors and notified Blake that the con-ections had been made. 
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- stated that• iunderstood if someone doubted• explanation as to why• had 

i
. roperly completed several trnvel claims and obtained reimbursement for expenses for which 

was not entitled. - fmther stated that~lieved in the travel claim process and 
would have conecte~ or that was brought~ attention. - stated that• takes 
full responsibility for. improJ)er travel claims and is willing to pay back all of the money that 
was paid to• in e1rnr. Lastly,_ declared that• would never do anything dishonest or 
illegal;• takes• job ve1y seriously. 

Additionally, - provided another signed statement. (Exhibit 5). 

CONCLUSION 

First,_ violated 18 U~287 - False, Fictitious or Fraudulent Claims and 18 U.S.C. 
§ 100~ Statements. - submitted twelve (12) false claims for reimbursement of 
travel expenses that Region II had ~aid for - via Direct Bill - with its coq~edit 
card. As a result, NCUA ove1paid- a total of$4,989.15. (Exhibit 1) . As­
admitted, it was• fault that these twelve travel claims contained en oneous infonnation 
regarding the amount of money• was entitled to be reimbursed. 

The RA found credible- statement that• i"misunderstood" the process of filing a travel 
claim for Direct Bill items under the new Concur travel management system. However, less 
credible were• asse1t ions that• i failed to read the consecutive email notifications indicating 
the amount of the reimbursement funds NCUA dire~ deposited into~ account, and was 
othe1wise unaware of the augmentation of funds in. bank account. - was not a new 
employee and was a grade level credit union examiner for more than half of the 
time period at issue, and a for the remainder. 2 Given the responsibility inherent in 
that position "to conduct examination and supervision of credit unions," 3 it is not unreasonable 
to hold. responsible for understanding how- or seeking clarification where necessaiy- to 
con ectlyfile travel claims in Concur, to read the email notifications that the system subsequently 

iiied, and to notice that unexplained fonds were being deposited into• bank account. 
received intensive training on the Concur system in September 2013 and had a copy of 

the training files for reference. Yet, as - admitted,• never sought assistance with 
Concur. With regard to - pmpo1ted failure to read the consecutive email notifications 
from Concur that explic~ the reimbursement amounts NCUA direct deposited into• 
personal bank account, this asse1t ion, as mentioned above, is dubious. The Concur emails 
providing this infonnation ai·e brief and concise. Given the finding that• must have read one 
or more of the notification emails, it is unlikely that_ , who was in the recent past dealing 
with serious financial repercussions stemming from delinquent debt, would have 

2
- was promoted to the 

3 See, Position Description Number 
, in- 2014. 
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overlooked deposits into  personal account amounting to almost $5,000 in a relatively short 
period of time.   Moreover, email exchanges between  and Region II administrative 
officials who assisted  with  travel arrangements indicated that  understood quite 
clearly that the Region was using its credit card to pay directly for hotel, air fare, and parking 
expenses.  (Exhibit 1).  
 
Taken as a whole,  tenure and grade level, the Concur training  received, the 
consecutive Concur notifications, and  relatively recent financial straits−which led to the 
cancellation of  JPMC Travel Card in the first instance−all undermine  assertion that  
was unaware that the Region, based on the travel claims  filed, was repeatedly depositing 
reimbursement amounts directly into  bank account.  This conclusion is bolstered by the fact 
that the Concur system direct deposit notifications are sent via email and state concisely and 
briefly the amount deposited.  It strains credibility that  failed to read and understand, not 
one or two, but twelve such consecutive email notifications.     
 
The investigation also found that  violated NCUA’s Collective Bargaining Agreement 
(CBA), Article 14, Section 37, Travel Reimbursement Voucher.  Pursuant to Section 37, an 
employee must “prepare and submit a properly completed claim for reimbursable expenses” 
using the agency’s travel management system.  Here,  submitted twelve travel claims 
that were neither “properly completed” nor for “reimbursable expenses.”  And, because  
failed to properly complete the travel claims,  sought – and ultimately obtained – 
reimbursement for expenses that were not reimbursable given that Region II already had paid 
them.  
 
Under Article 14, Section 39 - Overpayment, of the CBA, “[w]hen an overpayment or duplicate 
payment has been identified, the employee must reduce his/her next and, if necessary, 
subsequent travel voucher by the total amount of the overpayment.  If no future vouchers, then 
overpayments or duplicate payments will be collected in accordance with law.”4  Pursuant to this 
provision,  should be required to pay NCUA the total amount of the overpayment– 
$4,989.15.   
 
Lastly, it is troubling that supervisory review of  travel claims prior to December 2014 
failed to detect any error with  fraudulent claims.  Although  is solely 
responsible for properly completing and submitting  travel claims, a more precise supervisory 
review and approval process might have detected and thereby avoided at the outset the ensuing 
erroneous claims.          
 

4 See also NCUA Non-Bargaining Travel Manual, Chapter 7, Section 7-8 Overpayments. 
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In reviewing the circumstances surrounding  conduct and determining whether 
disciplinary action is warranted, due consideration should be given to the “Douglas” factors.5  
The “Douglas” factors are the pertinent mitigating and aggravating factors that responsible 
agency official(s) must consider before proposing or deciding on a particular disciplinary 
measure or penalty. 
  

5 See Douglas v. Veteran’s Administration, 5 MSPR 280, 5 MSPB 313 (1981). 
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EXIDBITS: 

1 - Expense Report, 11/25/14 
2 US Attorney declination, 1/20/15 
3 Kalkines Warning, 1/22/15 
4 Written Statement, 1/30/15 
5 Written Statement, 4/14/15 
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DETAILS: 

A. NCUA Board Members 

On March 16, 2015, the Repo1iing Agent (RA) inte1v iewed Debbie Matz, Board Chaiiman, 
NCUA, Alexandria, VA. Prior to the inte1view, Matz was advised of her GaiTity rights (Exhibit 
1). Matz stated that on October 28, 2014, while at a conference in Chicago, IL, Michael 
McKenna, General Counsel, Office of General Counsel (OGC), NCUA, and Mark Treichel, 
Executive Dii·ector, Office of the Executive Dii·ector (OED), NCUA, briefed her regai·ding a 
potential loss of credit union infonnation at PSFCU. Matz stated that she was awai·e that counsel 
for NCUA and PSFCU were in discussions concerning liability and costs associated with 
"making the credit union whole" as a result of the incident. Matz stated that she was continually 
updated on developments regarding the situation. She stated that she was never personally 
contacted by any media sources nor did she contact any media sources. Matz explained that 
NCUA's Office of Public and Congressional Affaii·s (PACA) handles all media inquii·ies for the 
agency. 

On March 19, 2015, the RA inte1viewed J. Mark Mc Watters, Board Member, NCUA, 
Alexandria, VA. Prior to the inte1view, Mc Watters was advised of his Garrity rights (Exhibit 
2). Mc Watters stated that he becaine awai·e of a potential loss of credit union infonnation at 
PSFCU from an email that Elizabeth Whitehead, Regional Dii·ector (Region V), NCUA, Tempe, 
AZ, sent to Sarah Vega, Senior Policy Advisor to Board Member Mc Watters, NCUA. He stated 
that Vega gave him a copy of Whitehead's email which discussed a thumb drive containing 
sensitive credit union info1mation that one of the Region V examiners had lost. Mc Watters 
stated that he was routinely updated on this situation. He was also aware that NCUA was in 
discussions with counsel for PSFCU re ardin 

personally contacted by any media sources; nor did he contact any. Mc Watters stated that he 
knows Heather Anderson, Executive Editor, CU Times; however, he has never discussed this 
matter with her. 

On Febmaiy 27, 2015, the RA inte1viewed Rick Metsger, Board Member, NCUA, Alexandria, 
VA. Prior to the inte1view, Metsger was advised of his GaiTity rights (Exhibit 3). Metsger 
stated that on October 24, 2014, Treichel briefed him on a potential loss of credit union 
infonnation at PSFCU. He stated that at the time of the briefing, Treichel was still gathering 
details about the incident. Metsger stated that he was continuously updated as to any 
developments pe1iaining to PSFCU. He stated that he was not contacted by the media; nor did 
he contact any media sources. 
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B. NCUA Staff Members 
 
On March 12, 2015, the RA interviewed Steve Bosack, Chief of Staff to the Chairman Matz, 
NCUA, Alexandria, VA.  Prior to the interview, Bosack was advised of his Garrity rights 
(Exhibit 4).  Bosack stated that on October 28, 2014, while attending a conference in Chicago, 
IL, Treichel briefed him on a potential loss of credit union information at PSFCU.  Bosack stated 
that he subsequently briefed Chairman Matz.  He stated that Matz was concerned that NCUA 

  Additionally, Bosack stated 
that both Treichel and McKenna were working with counsel for PSFCU to draft a letter to the 
credit union members affected by the loss.  Bosack stated that he was not contacted by the 
media; nor did he contact any.  He stated that PACA handles all media inquiries. 
 
On March 13, 2015, the RA interviewed Vega.  Prior to the interview, Vega was advised of her 
Garrity rights (Exhibit 5).  Vega stated that she was advised of a potential loss of information at 
PSFCU by an email from Whitehead.  Vega recalled that she received this particular email in late 
October or early November 2014.  Vega related that she was formally briefed on the incident in 
December 2014.  Vega stated that she was aware that NCUA and PSFCU were working together 
on this incident.  Vega stated that the media did not contact her; nor did she contact the media 
regarding to this incident.   
 
On February 27, 2015, the RA interviewed Michael Radway, Senior Policy Adviser to Board 
Member Rick Metsger.  Prior to the interview, Radway was advised of his Garrity rights 
(Exhibit 6).  Radway stated that on October 24, 2014, Treichel briefed him on a potential loss of 
information at PSFCU.  Radway stated that NCUA was working with PSFCU to notify the 
affected credit union members.  He stated that all discussions concerning PSFCU were between 
Metsger and Treichel.  Radway stated that Mary Dunn of the Credit Union National Association 
(CUNA) sent him an email requesting a comment about the situation.  Radway responded to the 
email, stating that NCUA shortly would release an official response.  Radway stated that no 
other media sources contacted him about PSFCU; nor did he contact any media sources. 
 
On March 3, 2015, the RA interviewed Gerard Poliquin, Secretary of the Board, NCUA, 
Alexandria, VA.  Prior to the interview, Poliquin was advised of his Garrity rights (Exhibit 7).  
Poliquin stated that he was not briefed on a potential loss of information at PSFCU.  He 
explained that in late November 2014 he learned of the incident because the matter was on the 
agenda for the upcoming Board meeting. Poliquin stated that the media never contacted him 
about the PSFCU incident; nor did he contact any media source.  Poliquin related that all calls 
from media sources are referred to PACA. 
 
On March 3, 2015, the RA interviewed Treichel.  Prior to the interview, Treichel was advised of 
his Garrity rights (Exhibit 8).  Treichel stated that on October 28, 2014, Michael Dyer, Acting 
Deputy Executive Director, NCUA briefed him regarding a potential loss situation at PSFCU.  
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The briefing consisted of two email chains (several messages contained in two continuous 
emails) between OGC and Region V examiners who were at PSFCU when the thumb drive was 
lost. Treichel also conferred with John Kutchey, Deputy Executive Director, OED, NCUA and 
Timothy Segerson, Deputy Director, Office of Examination and Insurance (E&I), NCUA to 
detennine NCUA's response per agency instmction and Office of Management and Budget 
(0MB) guidance. Treichel stated that he assembled a NCUA breach team and assigned various 
staff members to se1ve on the team. Treichel stated that he was kept apprised of all 
developments regarding PSFCU. He stated that his office issued a statement regarding the 
potential loss situation. Treichel stated that he was never contacted by the media nor did he 
contact any media sources with regard to this incident. 

On Febmaiy 27, 2015, the RA inte1viewed Kutchey. Prior to the inte1view, Kutchey was 
advised of his GaiTity rights (Exhibit 9). Kutchey stated that Mike Dyer, Associate RD­
Programs (Region V), NCUA, Tempe, AZ, briefed him on a potential loss of info1mation at 
PSFCU. Kutchey stated that Treichel assembled a breach team in response to the incident at 
PSFCU. Kutchey farther stated that he was continually updated on new developments regai·ding 
PSFCU. He stated that the media never contacted him; nor did he contact any media regarding 
PSFCU. 

On Febmaiy 26, 2015, the RA inte1viewed Buddy Gill, Senior Communications & External 
Relations Advisor, NCUA, Alexandria, VA. Prior to the inte1view, Gill was advised of his 
GaiTity rights (Exhibit 10). Gill stated that he was advised of a potential loss of infonnation at 
PSFCU during a meeting with the following persons: Matz, Bosack, Treichel, and John Ianno, 
Associate General Counsel nforcement and Liti ation , OGC, NCUA. He related that Matz 

Gill stated that the media never contacted him; nor did he 
contact the media regarding this incident. 

On Febmaiy 26, 2015, the RA inte1viewed Todd Ha1per, Director, PACA, NCUA. Prior to the 
inte1view, Ha1per was advised of his GaiTity rights (Exhibit 11). Haiper stated that Treichel 
briefed him on a potential loss of info1mation at PSFCU. He stated that he coordinated with 
John Fairbanks, Public Affairs Specialist, P ACA, NCUA on an agency response to the PSFCU 
incident. Ha1per stated that the media never contacted him; nor did he contact any media sources 
regai·ding PSFCU. 

On Febmaiy 25, 2015, the RA inte1viewed Fairbanks. Prior to the inte1view, Fairbanks was 
advised of his GaiTity rights (Exhibit 12). Fairbanks stated that in eai·ly November 2014, 
Haiper info1med him about a potential loss of info1mation at PSFCU. Fairbanks stated that in 
December 2014, he received an email from a reporter at a trade publication concerning the 
PSFCU incident. Fairbanks fmther stated that on December 15, 2014, he was contacted by the 
CU Times. Reporters from the CU Times - Heather Anderson and Peter Strozniak - gave him a 
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“heads up” that the newspaper was going to run a story on the potential PSFCU loss incident and 
asked for an official comment.  Fairbanks stated that he received calls from other media sources; 
however, it was not as many as he expected.  
 
On February 25, 2015, the RA interviewed Segerson.  Prior to the interview, Segerson was 
advised of his Garrity rights (Exhibit 13).  Segerson stated that Treichel requested that he 
research NCUA policies regarding potential breaches of information at credit unions.  Segerson 
stated that he did a small write-up on the issue and gave it to Treichel.  Thereafter, Segerson was 
assigned to the breach team responsible for handling the incident at PSFCU because the lost 
thumb drive contained credit union member information.  Segerson related that the breach team 
discussed possible responses to address concerns raised by PSFCU’s legal counsel.  The breach 
team also reviewed existing NCUA policies and suggested a few improvements for 
consideration.  Segerson stated that he was never personally contacted by the media concerning 
the PSFCU incident; nor did he contact any media sources.  Segerson related that he was not 
aware of any E&I staff member being contacted by the media. 
 
On February 27, 2015, the RA interviewed Larry Fazio, Director, E&I, NCUA.  Prior to the 
interview, Fazio was advised of his Garrity rights (Exhibit 14).  Fazio stated that was made 
aware of a potential loss of information at PSFCU through discussions with Treichel.  He stated 
that it was his understanding that PSFCU counsel and NCUA OGC were working together to 
resolve the issues regarding the incident.  Fazio stated that he was not contacted by the media 
and he did not contact any media sources with regard to this incident. 
 
On March 4, 2015, the RA interviewed McKenna.  Prior to the interview, McKenna was advised 
of his Garrity rights (Exhibit 15).  McKenna stated that on October 27, 2014, he was informed of 
a potential loss of credit union information at PSFCU.  He stated that Ianno, OGC and Damon 
Frank, Trial Attorney, OGC, NCUA were in conversations with counsel for PSFCU.  McKenna 
stated that both Ianno and Frank provided updates as discussions with the credit union 
progressed. McKenna stated that OGC also updated Treichel on ongoing OGC/PSFCU counsel 
discussions.  McKenna stated that the media did not contact him during this incident; nor did he 
contact any media sources.  He related that all media inquiries are referred to PACA. 
 
On February 26, 2015, the RA interviewed Ianno.  Prior to the interview, Ianno was advised of 
his Garrity rights (Exhibit 16).  Ianno stated that Lara Rodriguez, Deputy General Counsel, 
OGC, NCUA briefed him about a potential loss of credit union information at PSFCU.  Ianno 
stated that Frank coordinated with PSFCU counsel to notify the affected credit union members of 
the situation and provide identity protection services.  Ianno stated that he is not aware of the 
media contacting OGC regarding the incident at PSFCU.  He stated that the media did not 
contact him; nor did he contact any media sources regarding PSFCU. 
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On February 25, 2015, the RA interviewed Frank.  Prior to the interview, Frank was advised of 
his Garrity rights (Exhibit 17).  Frank stated that Rodriguez informed him about a potential loss 
of credit union information at PSFCU.  Frank further stated that he was assigned to handle the 
OGC’s part in dealing with this matter   
Frank stated that he contacted counsel for PSFCU and discussed issues concerning 

  Frank stated that he was 
not contacted by any media sources with regard to the PSFCU incident; nor did he make any 
contacts with media. 
 
On February 25, 2015, the RA interviewed Rodriguez.  Prior to the interview, Rodriguez was 
advised of her Garrity rights (Exhibit 18).  Rodriguez stated that on October 24, 2014, OGC 
received a voicemail from an attorney for PSFCU.  Rodriguez stated that she contacted the 
PSFCU attorney and was briefed regarding a potential loss of credit union information.  She 
related that the PSFCU attorney told her that the credit union initially had delayed notifying them 
in the hope that the missing thumb drive would turn up.  Rodriguez related that PSFCU was not 
“pointing fingers” at anyone to blame for the incident.  She stated that PSFCU counsel discussed 
with her the possibility of  

  Rodriguez stated that she briefed Ianno and Dyer on the incident.  Rodriguez 
further stated that it was later determined that Frank would handle OGC’s part in working with 
PSFCU counsel.  Rodriguez stated that a week later PSFCU counsel notified her that the credit 
union was going to send a letter to its members notifying them about the incident.  She stated 
that Frank kept her apprised of any developments.  Rodriguez stated that the media did not 
contact her; nor did she contact any media sources regarding this matter. 
 
On February 12, 2015, the RA interviewed David Chow, then-Acting Chief Information Officer 
(CIO), Office of Information Officer (OCIO), NCUA.  Prior to the interview, Chow was advised 
of his Garrity rights (Exhibit 19).  Chow stated that on October 28, 2014, he was notified of the 
potential loss of credit union information at PSFCU.  He stated that Treichel notified him and 
assigned him to the Breach Notification Team.  Chow stated that he contacted Jon Ebersole, 
then-Acting Chief Information Security Officer, OCIO, NCUA and had him represent OCIO on 
the breach team due to Ebersole’s expertise in this area.  Chow stated that he did not contact the 
media; nor has the media contacted him or OCIO. 
 
On January 16, 2015, the RA interviewed Ebersole.  Prior to the interview, Ebersole was advised 
of his Garrity rights (Exhibit 20).  Ebersole stated that he learned of the potential loss of credit 
union information at PSFCU from an email Chow sent him that forwarded an email message 
from Treichel.  Ebersole stated that Chow asked him to work with the Breach Notification Team 
in determining the nature of the loss, whether a breach occurred, and the agency’s response.  
Ebersole stated that he did not travel to PSFCU or Region V offices to conduct an assessment.  
Additionally, he stated that he had no contact with PSFCU personnel.  Ebersole stated that he 
contacted Linda Dent, Associate General Counsel (Administrative Law), OGC, NCUA, who is 
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also the Senior Agency Official for Privacy SAOP , and one of her subordinates, Kevin 
Johnson, Trial Attorney, NCUA regarding . Ebersole 
stated that he did not contact anyone else about this incident and that no one (including the 
media) had contacted him for info1mation. Ebersole fmiher stated that, to his knowledge, the 
media did not contact OCIO regarding this incident. 

C. Region V 

On Januaiy 29, 2015, the RA interviewed Whitehead. Prior to the interview, Whitehead was 
advised of her Garrity rights (Exhibit 21). Whitehead stated that Dyer advised her of a potential 
loss of credit union infonnation at PSFCU. At the time, Dyer was serving as Acting Deputy 
Executive Director in NCUA's central office. Whitehead stated that on October 24, 2014, she 
was briefed about a thumb drive that was missing from PSFCU. Whitehead related that initially 
PSFCU was not too concerned and thought that the thumb drive would eventually tum up. She 
stated that on October 24, 2014, counsel for PSFCU contacted NCUA OGC to resolve the 
matter. Whitehead stated that on October 29, 2014, she was assigned to an NCUA Breach 
Notification Team to assess what had transpired at PSFCU. Whitehead suggested that the letter 
posted by PSFCU on the website for the California Office of Attorney General may have been a 
source for the article published by the Credit Union Times. Whitehead stated that the media has 
not contacted her; nor did she make any media contacts with regard to the PSFCU incident. 

On Januaiy 29, 2015, the RA interviewed Dyer. Prior to the inte1view, Dyer was advised of his 
GaiTity rights (Exhibit 22). Dyer stated that when he was advised of a potential loss of credit 
union infonnation at PSFCU he was se1ving as the Acting Deputy Executive Director, OED, at 
NCUA central office. Dyer stated that Rodriguez asked ifhe knew that a thumb drive containing 
sensitive credit union info1mation went missing during an examination at PSFCU. Rodriguez 
fmther related to Dyer that OGC had received a call from PSFCU's counsel about the incident 
and that OGC was looking into it. 

Dyer stated that he contacted the Region V office and spoke to the following Region V managers 
about the matter: Whitehead; Phillip (Crane) Bennett (who was Acting Associate Regional 
Director-Programs (ARDP) at the time); and Associate Regional Director-Operations (ARDO) 
Cherie Freed. Dyer related that they were not awai·e of the PSFCU incident. Dyer stated fmther 
that he contacted Mimi Cadzow, Supe1visory Examiner (Region V), NCUA for info1mation 
regai·ding the potential breach at PSFCU. D er stated that Cadzow was not awai·e of the PSFCU 
incident. He stated that he also contacted , Exaininer (Region V), 
NCUA about PSFCU. Dyer stated that infonned him about the PSFCU thumb 
drive and the circumstances surrounding its disappeai·ance. Dyer stated that all communications 
regai·ding the potential breach at PSFCU were handled between OGC and PSFCU's counsel. 
Dyer stated that the media did not contact him regai·ding the loss incident at PSFCU; nor did he 
contact any media sources. 
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On J anmuy 29, 2015, the RA interviewed Bennett. Prior to the interview, Bennett was advised 
of his G~mity rights (Exhibit 23). Bennett stated that he became aware of the loss incident that 
occmTed at the PSFCU on October 24, 2014, when he received a phone call from Dyer, while he 
was acting ARDP in Dyer 's absence. He stated that Dyer was at the Centrnl Office at that time, 
serving as Acting Deputy Executive Director. Bennett stated that Dyer asked him for 
infonnation about the loss of the thumb drive PSFCU. He stated he did not have any info1mation 
initially. Bennett stated he subsequently contacted Cadzow to obtain infonnation with regard to 
the situation. He stated once he obtained that infonnation, he briefed Whitehead. Bennett stated 
he was not contacted by any media somces; nor did he contact anyone in the media. He further 
stated that he was not aware of any media contacts to the Region V office. 

On Januaiy 29, 2015, the RA interviewed Freed. Prior to the interview, Freed was advised of her 
GaiTity rights (Exhibit 24). Freed stated that she was contacted by Bennett, who requested 
info1mation about a missing thumb drive from PSFCU. Additionally, she stated that Dyer also 
contacted her regai·ding the same issue. Freed stated that she did not have any infonnation 
regai·ding PSFCU or a inissing thumb drive. She stated that she was later apprised of the PSFCU 
incident by Frank and Dyer. Freed stated that she was never contacted by the media regarding 
the potential breach of info1mation at PSFCU; nor did she contact any media sources. 

On Januaiy 30, 2015, the RA interviewed Cadzow. Prior to the interview, Cadzow was advised 
of her GaiTity rights (Exhibit 25). Cadzow stated that on October 24, 2014, she received a 
phone call from Bennett, who requested infonnation about a missing thumb drive at PSFCU. 
She also stated that Dyer had contacted her regai·ding the same issue. Cadzow stated that at the 
time of those calls, she did not have any info1mation about the inissing thumb driv~ ential 
breach of infonnation. Cadzow stated that she contacted her exaininer at PSFCU, -

, to obtain info1mation regarding the situation at the credit union. Cadzow stated that 
info1med her that a thumb drive provided by the credit union manager, which 

contained sensitive i~one inissing on October 20, 2015 while in• possession. 
Cadzow related that- was told by the credit ~t to wony about it 
and that the thumb drive would tum up. She stated that both- and the credit 
union manager waited until October 24, 2014, to see if the thumb drive would tum up. It did not. 

Cadzow stated that the credit union manager did not info1m- that the credit 
union had conta.cted its attorney regai·ding the lost thumb dr~l breach. She 
stated that in December 2014, just before a joint conference with PSFCU's Boai·d, Lysa Simon, 
E 1 £ PSFCU t 1 h d h d t d t ak . th h . t th f I I I I 

I 
I 

this contact was coincidently dming the same time pe1iod that the media aiiicle came out about 
the breach at PSFCU. Cadzow stated that she has not been conta.cted by the media; nor has she 

at 
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contacted the media. Additionally, Cadzow stated that to her knowledge no one at the regional 
office had been contacted by the media. 

On Janmuy 30, 2015, the RA interviewed . Prior to the inte1view,_ 
was advised of her GaITity rights (Exhibit 26). stated th~as 

at PSFCU during the October 13 - 24, 2014 examination. She stated that 
Examiner (Region V), NCUA assisted-during the second week. -

stated that during the examination, the PSFCU manager provided them with 
m onnat10n via a thumb drive, which they were responsible for retumin to the manager after 
accessing the info1mation. - stated that on October 20, 2014, and were using 
the thumb drive provided by the credit union manager. stated that the last time 
they saw the thumb drive was at approximately 12 p.m. on that sameia . • stated that later in 
the day, went to s eak to the credit union manager who asked fo to return the thumb 
drive. stated that at this point, they realized that the t umb drive was not in 
their work area stated that• > info1med the credit union manager that ~d 
the thumb drive. They all searched for the thumb drive, but did not fmd it. -
stated that the credit union manager and said it would probably tum up 
the next day. - stated that by October 24, 2014, they had not located the missing thumb drive 
and it had not b':n turned in by anyone. 

stated that on October 25, 2014, she was contacted b- supe1visor (Cadzow) 
and Dyer, who inquired about the missing PSFCU thumb drive. • stated that subsequently, on 
October 27, 22.ll,.!~:.!~~.~ rings Police Depaiiment (PSPD) contacte- regarding the lost 
thumb drive. - stated that the PSPD investigator tol-that this was not a 
criminal investigation; they were simply obtaining info1mation about the circumstances 
smTounding the disappearance of the thumb drive. stated tha- has not been 
contacted by the media; nor has - contacted any media sources. 

On Januai~ 0, 2015, the RA inte1viewed Prior to the inte1view,_ was 
advised of• Garrity rights (Exhibit 27 . stated that on October 20, 2014, he 
reported to the PSFCU to assist during• examination of PSFCU. -
stated that and used a thumb drive provided by the credit union manager. 

stated that while their work area was in a cafeteria tY£;, setting, outside of the credit 
un10n, 1t was not open to the eneral ublic. • stated that after• had left for the day,I 
received an email from asking whether I had the credit union's thumb drive. 
- stated that t ·o a I• files and papers, but could not locate the thumb 
~tated that , and the credit union manager thought the thumb drive 
was simply misplaced and would show up. - stated that the thumb drive had not been 
found by the day- depaiied PSFCU - Oct~14. • stated th~ nately one 
week later• was contacted by PSPD regarding the lost thumb drive. - stated that the 
media has not contacted• ; nor has• contacted any media sources regarding this incident. 
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D. Palm Springs Federal Credit Union Attorney 

On Janmuy 15, 2015, the RA interviewed Lysa Simon, Attorney for PSFCU, Northridge, CA. 
Simon stated that she represents PSFCU with regard to a potential breach of info1mation due to a 
lost thumb drive containing member info1mation during a recent examination by the NCUA 
Region V office. She stated that three (3) reporters seeking info1mation about the incident 
contacted PSFCU Chief Executive Officer, Debbie Pitigiliano. Simon stated that Pitigiliano did 
not respond to any media inquiries. Simon stated that on October 30, 2014, as paii of the 
required notification process, PSFCU contacted the California Office of Attorney General. 
Additionally, Simon stated that she advised Pitigiliano not to speak to anyone about the incident 
without counsel present. Simon stated that the media has not conta.cted her; nor has she 
contacted any media sources regarding this incident. 

E. Palm Springs Police Department 

On Januai~ , 2015, the RA interviewed Sergeant_ , PSPD, Palm Springs, CA. -
stated that.received a phone call from his chief (Al Franz) regardini a missing thumb drive 
containing sensitive personal infonnation at PSFCU. . stated that was given a phone 
number for Simon, PSFCU counsel. - stated tha called Simon and she provided• 1 

info1mation about the loss of the thumb drive, which contained credit union member 
info1mation. •• stated that I handled this matter as a lost prope1iy case due to the info1mation 

•

obtained about the matter via interviews. stated that it was not a criminal investigation. 
stated that-spoke to both NCUA exammers and-) and 

PSFCU's credit union manager (Pitigliano) and found that all of them had similar accounts of the 
circumstances regarding the missing thumb drive. - stated th~as not been conta.cted by 
the media; nor has ~ntacted any media sourcesT,tated that as not awai·e of any media 
contacts received bYll!ldepaiiment. -provided the RA with a copy of• repo1i (#1410P-
5725) (Exhibit 28). 

FINDINGS: 

The investigation, which included numerous investigative inte1views and inquiries, did not find 
any evidence to suppo1i a fmding that an NCUA employee made an unauthorized disclosure to 
the media about the potential loss of sensitive PSFCU member infonnation. 

Additionally, as revealed during the investigation, neither the PSPD nor counsel for PSFCU 
could provide any info1mation as to who might have disclosed info1mation regarding the 
potential breach to the media. 
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Although Pitigiliano – the CEO of PSFCU – could not be interviewed during the investigation 
due to scheduling conflicts, Simon, counsel for PSFCU spoke on Pitigiliano’ s behalf.  Simon 
stated that, on her express advice, Pitigiliano would not have spoken to the media without 
counsel present.  The RA found this statement credible and thus determined that an interview of 
Pitigiliano was not necessary as it was unlikely to produce new information, relevant to the 
investigation.   
 
The OIG plans no further action in this matter at this time.   
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