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July 23, 2020 

 

 

Department of Business Oversight 
Attn: Regulations Coordinator 
1515 K Street, Suite 200 
Sacramento, CA  95814 
Via: regulations@dbo.ca.gov 

Re:  Comments on Proposed Rulemaking for Credit Union Regulations 

Dear Commissioner Alvarez,  

I am writing on behalf of the California Credit Union League (League), one of the largest state trade 
associations for credit unions in the United States, representing the interests of approximately 230 
California credit unions and their more than 11.6 million members.  

The California Department of Business Oversight (DBO) has issued proposed amendments to the 
California Code of Regulations (CCR), Title 10.1.30, the California credit union regulations. The proposed 
amendments would modernize the regulations in order to reflect changes to the California Financial Code 
(FC) and federal regulations, streamline the process for out-of-state credit unions that apply to operate in 
California, and allow credit unions a greater choice of permissible investments. The League generally 
supports these amendments, and we respectfully offer the following comments to further improve the 
proposed regulations.  

Investments – CCR 30.300 

The proposed amendments repeal an exhaustive list of permissible investments in subdivision (b)(1) 
through (b)(6) of this section, as the DBO has determined this list is outdated. Rather than prescribing a 
list of pre-authorized investments, the DBO proposes to provide credit unions with broader discretion in 
making investment choices, thus eliminating the requirement to obtain the DBO’s prior approval for 
routine investments. The proposed amendments provide that a credit union is authorized to:  

“Invest in the securities issued by any person, subject to the limitation that the credit union’s total 
investments in the securities issued by any one person shall not exceed 10 percent of the credit 
union’s equity. Obligations of the United States and those for which the faith and credit of the United 
States are pledged for the payment of the principal and interest are not subject to this limit.” 

The list of prohibited investments in subdivision (c) remains.  

The League supports the proposed amendments as they significantly broaden the investment authority 
for California credit unions. We believe the proposed limit of 10 percent of the credit union’s equity is 
appropriate and would not unduly constrain credit unions. In addition, as the DBO noted, the 10 percent 
limit is consistent with other thresholds in credit union law, such as loan limits to an individual member 
(FC 15100(b),(c)) and limits on investments in fixed assets and service corporations (10 C.C.R. 
30.306(b)). 

Definitions 

The League notes that some clarity is needed in the proposed regulations. As stated above, the proposed 
amendments allow that “investments in the securities issued by any one person shall not exceed 10 
percent of the credit union’s equity (emphasis added).” 
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The regulation’s definition of the term “security” seems circular. Section 30.300(d)(4) reads:  

“"Security" means any security, obligation, account, deposit, or other item authorized for investment 
by a credit union.”  

Security means security? The League recommends the definition be refined to actually define the term 
“security,” such including equities, bonds, mutual funds, etc. Further, we recommend the definition clarify 
the phrase “authorized for investment by a credit union” by referring back to the Financial Codes for 
permissible investments, FC 14652 14653, and 14653.5.  

The term “person” is not defined in the regulations. However, “person” is defined FC 14001.1, which 
refers to Corporation Code 5065. Corporation Code 5065 includes foreign corporations and foreign 
business corporations in the definition of “person.” The League recommends the DBO define the term 
“person” in the credit union investment regulations and clarify whether investments issued by foreign 
corporations and foreign business corporations are permissible.  

The term “equity” is not defined in the regulations. However, FC 14400 defines “equity capital” as “the 
credit union’s regular reserve account, the undivided earnings account, any appropriated undivided 
earnings accounts, and other forms of capital approved by the commissioner.” The League recommends 
the DBO define the term “equity” in the investment regulations or use the term “equity capital” consistent 
with the terms in the FC.  

DBO Oversight 

The proposed amendments add new subdivision (e) to clarify that, although an investment discussed in 
this section may be authorized, it is still subject to the oversight of the DBO for safety and soundness 
reasons, and the DBO may determine that an investment is unsafe. New subdivision (e) reads: 

“Notwithstanding subdivision (b), the Commissioner may find that an investment is unsafe pursuant to 
Financial Code section 14204.” 

Financial Code 14204 states, in part: 

“The commissioner may notify the credit union to, and the credit union shall, temporarily suspend or 
entirely cease the transaction of any new business or the portion thereof as is ordered by the 
commissioner.” 

The League strongly recommends the investment regulations permit a credit union to develop a 
reasonable plan, as agreed to by the Commissioner, to unwind any investment determined by the DBO to 
be unsafe. The plan should be by based on the individual, unique circumstances and market conditions.  

Foreign (Other State) Credit Unions Doing Business in California 

Prohibited Advertising – CCR 30.101.5 

The DBO proposes to repeal subdivision (b) which currently requires a foreign (other state) credit union to 
identify the state where chartered by appropriate language in connection with the use of its name in 
California. The DBO states this requirement is duplicative to FC 16009, which requires a foreign (other 
state) credit union to post at a conspicuous place in the approved California office a notice that includes 
identifying the state in which it was organized or chartered. 

The League opposes the repeal of 30.101.5(b). We note that FC 16009 does not cover all advertising; it 
only requires a notice at the branch office. Many consumers choose a credit union based on the credit 
union’s commitment to, and investments in, the community; they want to “buy local.” We recommend that 
foreign (other state) credit unions continue to be required to identify the state where chartered in 
connection with any advertising or use of its name in California.  

Applications of Foreign (Other State) Credit Unions 

The League has no concerns regarding the proposed amendments that streamline the application 
process for foreign (other state) credit unions to do business in California. We support the requirement for 
out-of-state credit unions to submit a cover letter that specifically addresses each statutory factor 
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regarding their eligibility to operate in California. We also support the repeal of obsolete application 
requirements.  

Member Business Loans – 30.803  

Section 30.803(a) is being amended to, among other things, update references to National Credit Union 
Administration (NCUA) regulations. The amendments delete reference to Part 701.21(h) and add Part 
723 to reflect the renumbering of the NCUA regulations in 1997 and to incorporate this regulation by 
reference. The proposed amendment reads, in part:  

(a) Notwithstanding any other provisions of the California Credit Union Law or of these rules, a credit 
union must adhere to the requirements stated in the following regulations of the Part 723 of the 
National Credit Union Administration ("NCUA") regulations concerning member business loans (12 
C.F.R. 723) (as of February 5, 2019), which is hereby incorporated by reference, other than the 
requirements that the credit union notify or request approval from the NCUA Board or NCUA 
Regional Director. 

The League is concerned with the proposed amendment including a date of reference. Including a date 
creates a question of whether subsequent amendments to the NCUA regulations will be effective as to 
California credit unions. We recommend the amendment reference the regulation, 12 C.F.R. 723, without 
a date.  

Conclusion 

The League thanks the DBO Commissioner for the opportunity to comment on the proposed amendments 
to the credit union regulations. While we generally support the proposal, we believe additional clarity is 
needed in the investment regulations and the member business loans regulations. We also urge the DBO 
to require foreign (other state) credit unions to continue to identify the state where chartered in connection 
with any advertising or use of its name in California.  

Thank you for considering our views and recommendations. If you have any questions regarding our 
comments, please contact me.  

Sincerely, 

 

 

 

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