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August 3, 2015 

 

 

Regulatory Review 2015 
Office of General Counsel 
National Credit Union Administration 
1775 Duke Street 
Alexandria, VA  22314-3428 

Re:  Comments on Regulatory Review 2015 
 
Dear Sir or Madam,   

I am writing on behalf of the California and Nevada Credit Union Leagues (Leagues), one of the largest 
state trade associations for credit unions in the United States, representing the interests of approximately 
400 credit unions and their 10 million members. The Leagues welcome the opportunity to provide 
comments to the National Credit Union Administration (NCUA) on its annual regulatory review.  

The Leagues appreciate the NCUA’s efforts to review all of its existing regulations every three years, 
addressing one-third of the regulations each year.   

Part 701.1 – Federal Credit Union Chartering, Field of Membership Modifications, and Conversions 

The Leagues recognize the NCUA is currently evaluating the chartering and field of membership (FOM) 
requirements through their FOM Working Group. The Leagues applaud this effort to by NCUA to identify 
and remedy obstacles to FOM expansion. The Leagues are very interested in NCUA’s efforts in this 
regard and look forward to commenting on a proposed rule expected later this year.   

In addition to the various issues already identified through Board Member Metsger’s outreach and the 
FOM Working Group, the Leagues ask the NCUA also consider the current threshold of 3,000 or more 
potential members for FOM expansions. Under the current rules, credit unions seeking to add groups 
representing 3,000 or more potential members must show why the formation of a separate credit union 
for the group is not practical or consistent with safety and soundness standards. The Leagues suggest 
this threshold is too low and question whether it is realistic in today’s regulatory environment for a group 
of this size to form a credit union. The Leagues recommend this threshold be raised which would help 
expedite FOM expansion applications.  

Part 701.2 – Federal Credit Union Bylaws 

The NCUA’s Unified Agenda for Fall 2014 included a review of the Federal Credit Union Bylaws (bylaws), 
with a proposed rule anticipated in May 2015. However, this review was removed and not included in the 
Spring 2015 agenda. The Leagues encourage the NCUA to revisit this as a priority and form a working 
group to thoroughly review, update and modernize the bylaws. In drafting revised bylaws, we encourage 
the NCUA to provide flexibility to credit unions of varying size and complexity. The Leagues will be happy 
to participate in a working group of this nature. 
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701.21 – Loans and Lines of Credit to Members 

In June 2006, the NCUA adopted 701.21(h) – Third Party Servicing of Indirect Vehicle Loans to regulate 
purchases by federally insured credit unions of indirect vehicle loans serviced by third parties. The rule 
limits the aggregate amount of these loans serviced by any single third-party to a percentage of the credit 
union’s net worth.  

The NCUA was concerned that some credit unions may involve themselves in indirect, outsourced 
programs—meaning programs in which a third party manages a credit union’s relationship with 
automobile dealers and, because the third party handles loan servicing, with the credit union’s members 
as well—without undertaking adequate due diligence, implementing appropriate controls, and having 
sufficient experience with a third party servicer. 

The rule permits a credit union to buy indirect vehicle loans serviced by a third-party servicer in an 
amount up to 50 percent of net worth for the first 30 months of the servicing relationship and, thereafter, 
up to 100 percent of net worth. The concentration limits are calculated based on the outstanding loan 
balance. Credit unions can apply for a waiver if they demonstrate they can manage the risks.  

The rule excludes CUSOs if the CUSO includes in the servicing agreement that they will (1) provide 
NCUA with complete access to its books and records and the ability to review its internal controls as 
deemed necessary by the NCUA, and (2) have their credit union clients provide a copy of the servicing 
agreement to their regional director.  

The Leagues strongly recommend the NCUA eliminate Part 701.21(h) that was established in 2006, as 
indirect lending and third-party servicing are commonplace today and credit unions have sufficient 
experience. In addition, NCUA’s existing rules on vendor management and on concentration limits are 
sufficient to deal with the risks of indirect automobile loans serviced by third-parties. Credit union boards 
should have the flexibility to set appropriate policy and concentration limits.  

Should the NCUA not repeal Part 701.21(h) in its entirety, then NCUA should update 701.21(h)(4)(i) to 
exclude any CUSOs that comply with Part 712.3. 

Part 701.34- Designation of Low Income Status; Acceptance of Secondary Capital Accounts by 
Low Income Designated Credit Unions 

This is another area that the NCUA is already evaluating and has a working group. We applaud the 
NCUA efforts to update the regulations and make it easier for low income designated credit unions to 
access secondary capital. In addition, the NCUA has stated it will modernize the regulations to allow the 
use of secondary capital for risk-based capital purposes. The Leagues look forward to commenting on a 
proposed rule expected later this year.   

The Leagues would like to recognize and thank the NCUA for their efforts since 2013 to identify credit 
unions that qualify for low-income designation and encouraging them to accept the designation. As the 
NCUA and the working group reviews the regulations, we ask that you consider ways to include more 
credit unions beyond the current prescriptive statistical approach. As one example, we recommend the 
NCUA automatically provide the low-income designation to credit unions that qualify as Community 
Development Financial Institutions.  
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Conclusion 

In conclusion, the Leagues appreciate the NCUA’s efforts to review existing regulations and their recent 
efforts to update and modernize regulations, including the proposed member business lending rules and 
its work noted above on field of membership and supplemental capital. We encourage you to readdress 
the priority of a bylaws review.  

Sincerely, 
 
 

Diana R. Dykstra 
President and CEO 
California and Nevada Credit Union Leagues 
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