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B. Dan Berger
Executive Vice President
Government Affairs

July 17, 2013

The Honorable Jim Jordan

Chéirman

House Oversight and Government Reform
Subcommittee on Economic Growth, Job
Creation & Regulatory Affairs

United States House of Representatives

Washington, D.C, 20515

The Honorable Matt Cartwright

Ranking Member

House Oversight and Government Reform
Subcommittee on Economic Growth, Job
Creation & Regulatory Affairs

United States House of Representatives

Washington, D.C. 20515

Re: The Impact of Dodd-Frank and the need for Regulatory Relief

Dear Chairman Jordan and Ranking Member Cartwright:

On behalf of the National Association of Federal Credit Unions (NAFCU), the only trade
association that exclusively represents the interests of our nation’s federal credit unions, I write
today in conjunction with tomorrow’s hearing, “Regulatory Burdens: The Impact of Dodd-Frank
on Community Banking.” NAFCU member credit unions and the nearly 96 million credit union
member-owners appreciate the subcommittec’s focus on the regulatory burden faced by
community based financial institutions.

As you know, all community based financial services institutions, including credit unions, are
struggling under an ever-increasing regulatory burden in the wake of the Dodd-Frank Wall Street
Reform and Consumer Protection Act [P.L.111-203]. The impact of this growing compliance
burden is evident as the number of credit unions continues to decline, dropping by more than 700
institutions since 2009, Credit unions didn’t cause the financial crisis and shouldn’t be caught in
the crosshairs of regulations aimed at those entities that did. Unfortunately, that has not been the
case thus far. Accordingly, finding ways to cut-down on burdensome and unnecessary regulatory
compliance costs is a chief priority of our members. We are pleased to see it is also a priority of
the Subcommittee.

Regulatory relief is critical to the survival of credit unions. That is why we shared a five-point
plan for credit union regulatory relief with Congress on February 12" of this year (a copy of the
NAFCU letter to Congress is enclosed). We look forward to working with you and your staff to
ensure that the views of credit unions are conveyed and that the proposals outlined in the
attached letter are given due consideration during the 113" Congress.
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Thank you for your attention to this important matter. If you have any questions or would like
further information about any of these issues, please do not hesitate to contact me or NAFCU’s
Vice President of Legislative Affairs Brad Thaler by telephone at (703) 842-2204 or by e-mail at
bthaler@nafcu.org.

Sincerely,

e

B. Dan Berger
Executive Vice President, Government Affairs

cc:  Members of the Subcommittee on Economic Growth, Job Creation & Regulatory Affairs

Enclosure: February 12, 2013 letter “NAFCU Cails on Congress to Provide Regulatory Relief for
Credit Unions”
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Februavy 12,2013

The Honorable Tim Johnson The Honorable Michael Crapo
Chairman Ranking Member

Senate Committec on Banking, Senate Committee on Banking, Housing
Housing and Urban Affairs and Urban Affairs

United States Senate United States Senate

‘Washington, D.C, 20510 Washington, D.C, 20510

The Honorable feb Hensarling The Honorable Maxine Waters
Chairman Ranking Member

House Financial Services Commitfee House Financial Services Commitiee
United States House of Representatives United States House of Representatives
‘Washington, D.C. 20515 Washington, D.C, 205135

N4
Re: NAFCU Calls on Congress fo Provide Regulatory Reli @Q’P&iit Unisfis

Dear Chairman Johnson, Cyﬂ{ Hesf3aubig) mg Member Crapo and Ravking Member

Waters; -

On behalf of the National Association of Federal Credit Unions (NAFCU), the only trade
association that exclusively represents the interests of our nation’s federal credit unions, 1 write
today to call for Congressional action during this session of the 113" Congress to enact broad-
based regulatory relief that is essential to the credit union industry’s ability to serve its 95 million
members,

Our nation’s credit unions are struggling under an ever-increasing regulatory burden that must be
immediately addressed. A survey of NAFCU members late last year found that 94% have seen
their regulatory burden increase since the passage of the Dodd-Frank Act in July 2010, The
regulatory onslaught continues to compound as credit unions now have over 5,000 pages of riles
from the Consumer Financial Protection Bureau (CFPB) that they must understand, intetpret, and
ultimately comply with ~ despite the fact that Congress has widely acknowledged that credit
unions were not the cause of the financial crisis, Credit unions, many of which have very small
compHance departments, and in some cases only one compliance officer, nust comply with the
same rules and regulations as our nation’s largest financial institutions that employ atmies of
lawyers. The impact of fhe ever-increasing regulatory burden is even more sobering, as the
number of credit unions continues to decling, There are nearly 700 fewer credit unions today
than there were before the passage of the Dodd-Frank Act,
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It is with this regulatory onslaught in mind that we call on Congress to enact meaningful
regulatory reforms and provide much needed assistance to our nation’s eredit unions, Over the
past year, we have been actively conversing with our member credit unions to identify those
areas where regulatory relief is requisite.

Our ongoing discussions with our members have led us to draft a five point plan for credit union
regulatory relief:

I. Administrative Improvements for the Powers of the NCUA

We believe there are changes that must be made to strengthen and enhance the National Credit
Union Administration (NCUA),

First, the NCUA should have authotity to grant parity to a federal credit union on a broader state
rule, if such a shift would allow them to better serve their members and coniinue fo protect the

National Credit Union Share Insurance Fund,

Second, the NCUA should have the authority to delay the implementation of a CFPB rule that
applies to credit unions, if complying with the proposed timeline would create an undue
hardship, Furthermore, given the unique nature of credit unions, the NCUA should have
authotity to modify a CFPB 1ule for credit unions, provided that the objectives of the CFPB rule
continue to be met,

Third, the NCUA and the CFPB should be required to conduct a look-back cost-benefit analysis
on all new rules after three years, The regulators should be requited to revisit and modify any
rules for which the cost of complying was underestimated by 20% or more from the original
estimate at the time of issuance.

Fourth, new examination fairness provisions should be enacted to help ensure timeliness, clear
guidance and an independent appeal process free of examiner retaliation,

Finally, the Central Liquidity Facility (CLF) should be modernized with changes such as: (1)
removing the subscription requirement for membership, and (2) permanently removing the CLF
borrowing cap so that it may meet the curtent needs of the indusiry.

1I, Capital Reforms for Credit Unions

NAFCU believes that capital standards for credit unions should be modernized to reflect the
realities of the 21* centuty financial marketplace.

Fitst, the NCUA should, with input from the industry, study and report to Congress on the
problems with the current prompt coirective action (PCA) system and recommended changes.

Second, a risk-based capital system for credit unions that more accurately reflects a credit
union’s risk profile should be authorized by Congress,

Third, the NCUA should be given the authority to allow supplemental capital accounts for credit
unions that meet certain standards,
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Finally, given that very foew new credit unions have been chartered over the past decade, and in
order to encourage the charfering of new credit unions, the NCUA should be authorized to
further establish special capital requirements for newly chartered federal credit unions that
recognize the unique nature and challenges of starting a new credit union.

III.  Structural Iimprovements for Credit Unions

NAFCU believes there should be improvements to the Federal Credit Unlon Act to help enhanco
the federal credit union charter.

First, Congress should direct the NCUA, with input from the industry, to study and repori back
to Congress suggested changes to outdated corporate governance provisions in the Federal
Credit Union Act. Congress should then act upon those recommendations.

Second, a series of improvements should be made to the field of membership (FOM) restrictions
that credit unions face expanding the criteria for defining “urban® and. “rural”; and allowing
voluntary mergers involving multiple common bond credit unions and allowing credit unions
that convett fo community charters to retain their current select employee groups (SEGs).

. Finally, all credit unions, regardiess of chatter type, should be allowed to add underserved areas
to their field of membership.,

IV.  QOperational Improvements for Credit Unions

Credit unions stand willing and ready fo assist in our nation’s economic recovery, Our industiy’s
ability to do so, however, is severely inhibited by antiquated legislative restrictions.

First, Congress should show America that they ate serious about creating jobs by modifying the
arbitrary and outdated credit union member business lending (MBL) cap. This can be done by
raising the current 12,25% limit to 27.5% for credit unions that meet certain criteria or by raising
the outdated “definition” of a MBI from last century’s $50,000 to a new 21™ century standard of
$250,000, with indexing for inflation fo prevent future erosion. Furthermore, MBLs made to
non-profit religious organizations, businesses in “underserved areas”, or small businesses with
fewer than 20 employees should be given special exemptions for the arbitsary cap,

Second, requirements to mail redundant and unnecessary privacy notices on an annual basis
should be removed, provided that the credit union’s policy has not changed and additional
sharing of information with outside entities has not been undertaken since the distribution of the

previous notice,

Third, credit vnions should be given greater authority and flexibility in choosing their
investments,

Fourth, the NCUA should be given greater flexibility in how it handles credit union lending,
such as the ability fo establish longer matwrities for certain loans.
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Finally, Congress should clarify that Interest on Lawyers Trust Accounts (IOLTAs) at credit
unions are fully insured and also that the NCUA should have practical requirements on how
credit unions provide notice of their federally-insured status in any advextising,

Y. 21 Century Data Sccurity Standards

Credit unions are being adversely impacted by ongoing cyber-attacks against the United States
and continued data breaches at numerous merchants. The cost of dealing with these issues
hinders the ability of credit unions to serve their members. Congress needs to enact new 21
century data security standards that include: the payment of costs associated with a data breach
by those entities that were breached; establishing national standards for the safekeeping of all
financial information; require merchants to disclose their data security policies to their
customers; requiring the timely disclosure of entifies that have suffered a data breach;
establishing enforcement standards for provisions prohibiting merchants from retaining financial
data; requiring the timely notification of the account servicer if an account has been
compromised by a data breach; and, requiring breached entities to prove a “lack-of-fault” if they
have suffered from a data breach,

We have outlined a number of proposals that are necessary to providing the regulatory relief and
assistance that credit unions urgently require. The number of credit unions continues to decline
on a monthly basis and the ever-increasing regulatory burden the industry is facing is
accelerating that decline as compliance costs become even more onerous, It is with that in mind
that we call on Congress to act on any and all of these proposals, whether as a comprehensive
package, or individually. Our nation’s credit unions and their 95 million members desperately
need this relief and we call on Congress to enact it.

Thank you for your attention to this important matfer,

If you have any questions or would like further information about any of these issues, please do
not hesitate to contact me or NAFCU’s Executive Vice President of Government Affairs Dan
Berger by telephone at (703) 842-2203 or by e-mail at dberger@nafcu.org.

Sincerely,

o
e

Fred R. Becker, Jr,
President and CEO

ce 'Members. of the Senate Banking Committee
Members of the House Financial Services Committee




