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Agenda

Political Landscape

•  Implications of new administration

CFPB Update

•  Political/legal pressures and rulemaking

NCUA Update

•  Priorities and ongoing rulemaking

Other Agencies

•  Housing finance reform, tax reform, and 
fintechs
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NAFCU’s Advocacy Principles

1. GROWTH

NAFCU supports a regulatory environment 
that allows credit unions to grow.

2.  REGULATORY RELIEF

NAFCU supports appropriate, tailored 
regulation for credit unions and relief from 
growing regulatory burdens.

3.   FAIR PLAYING FIELD

NAFCU supports a fair playing field for all 
credit unions.

4.   TRANSPARENCY

Transparency NAFCU supports government 
transparency and accountability.

5.  STRONG NCUA

NAFCU supports a strong, independent 
NCUA as the primary regulator for credit 
unions.
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• Republicans control both chambers of Congress.

• What does this mean for federal regulators and credit 
unions?

• New Leadership

• Financial Regulation Reform

• De-regulatory Focus

• Growth Focus

Trump Administration Impact
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Trump Administration Impact
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On June 8, 2017, the House passed  House Financial Services Committee Chairman Jeb 
Hensarling’s (R-TX) Financial CHOICE Act.

This version of the bill contains a number of provisions impacting credit unions 
including:

• Off-ramp from various regulatory and capital requirements for those institutions holding 
at least 10% capital 

• Cost-benefit  analysis requirement for regulations. 

• Examination reforms for financial institutions.

• Subjecting NCUA to the congressional appropriations process.

• Reforms to the CFPB…

The Senate Banking Committee recently passed a milder version of regulatory relief (S. 2155)

• Includes some MBL and HMDA relief 

• Any final regulatory relief will more likely resemble Senate version as opposed to 
House

Legislative Outlook for Regulatory Relief
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• S. 2155 – The Economic Growth, Regulatory Relief, and Consumer Protection Act 
(aka Crapo Regulatory Relief Bill)

• A key provision in this bill would provide credit unions relief from the arbitrary credit union 
member business lending cap by not counting non-owner occupied 1-4 family home loans 
towards the cap.  

– This will help credit unions provide more lending to America's job creators – small 
businesses.  These type of loans often also go to military families who are stationed 
away from where they own a home.

• Key provisions would also: 

– provide mortgage rules relief to credit unions who hold mortgage loans in portfolio

– provide relief for smaller lenders from new Home Mortgage Disclosure Act, 

– make it easier for members to use online services, 

– ensure consumers don't face unnecessary delays at mortgage closings, and 

– protect those who report elder financial abuse.

• NAFCU supports the bipartisan Senate Regulatory Relief package – S. 2155 – which is an 
example of how the two parties can work together to get meaningful legislation crafted that 
can get 60 votes in the Senate.  

Legislative Outlook (cont.)
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CFPB Turmoil

• On November 15, 2017, Director Richard Cordray announced that he 
would step down by the end of the month 

o Left office November 24, 2017, and officially entered Ohio governor’s 
race on December 5, 2017

Litigation: English vs. Trump

• President Trump named current OMB Director Mick Mulvaney as Acting Director
following Cordray’s departure. Meanwhile, Cordray named his chief of staff,
Leandra English as Deputy Director.

o English filed suit in D.C. District Court against Trump and Mulvaney, asking
a federal judge to declare her as Acting Director.

o January 10, 2018, English’s request for a restraining order was denied.

o Decision was appealed to the D.C. Court of Appeals; oral argument is set
for April 12, 2018.

o Case could be appealed all the way to the Supreme Court.
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CFPB under Acting Director Mulvaney

• Acting Director Mulvaney has been quick to initiate several of his own 
acts, including:

• 30-day hiring freeze (expired), hold on new enforcement cases, and 
payments made from the civil penalty fund

• Suspension of collection of consumer personal information due to 
concerns about data security

• Withdrawal of opposition to a motion filed by defendants in a current 
enforcement matter

• Review of more than 100 pending enforcement cases 

• Naming of political personnel to serve as advisors alongside career 
staff

• New Leadership

• Kirsten Mork, House Financial Services Committee Staff Director, 
named CFPB Chief of Staff
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CFPB under Acting Director Mulvaney

What should credit unions expect under a Trump Administration 
CFPB? 

• "The bureau’s previous governing philosophy was to ‘push the
envelope’ aggressively, under the assumption that we were the good
guys and the financial-service industry was the bad guys … That entire
governing philosophy of pushing the envelope frightens me a
little."

- Acting Director Mick Mulvaney

• Enforcement: The Bureau will focus on "quantifiable and unavoidable 
harm to the consumer." The agency "won’t go looking for excuses to 
bring lawsuits."

• Regulation: When needed, there will be formal rulemaking and less 
regulation by enforcement.
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Home Mortgage Disclosure Act

• On September 13, 2017, the CFPB published its final rule amending Regulation C, which
incorporates the substance of two previous proposals: the April 2017 HMDA Proposal and
the July 2017 HMDA Proposal.

• The final rule temporarily increases the open-end threshold to 500 or more open-end
lines of credit for two years (calendar years 2018 and 2019).

• The final rule provides a safe harbor for financial institutions that obtain the census
tract number using the Bureau's forthcoming geocoding tool, with some caveats.

• Examinations: The CFPB and NCUA also announced their intentions to pursue a “good
faith efforts” policy when examining credit union compliance with HMDA.

• Guidance: The bureau will likely release in 2018 additional interpretive guidance to assist
credit unions in their HMDA compliance, including phone applications.

• Rulemaking: The bureau will rexamine key thresholds attached to HMDA, such as the
closed-end mortgage loan or open-end line of credit thresholds. There may be a
contraction of the data set to only those required by Dodd-Frank.

• Legislative Efforts: On January 18, 2018, the House passed the NAFCU-backed Home
Mortgage Disclosure Adjustment Act (H.R. 2954), which would ease the compliance
burden related to HMDA reporting and recordkeeping requirements.
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Debt Collection

• On July 28, 2016, the CFPB released its Outline of Proposals Under
Consideration and Alternatives Considered on third-party debt collection
practices.

• On June 8, 2017 during the last meeting of the CFPB’s Consumer Advisory
Board, former CFPB Director Cordray revealed the agency’s plan regarding the
debt collection rulemaking.

• Part I will address disclosures by third-party debt collectors and how consumers are
treated by third-party debt collectors.

• Part II will cover the subject of collecting the right amount from the right consumer.
Part II is expected to cover both first-party and third-party debt collectors.

• Acting Director Mulvaney has indicated the agency will proceed with rulemakings
on debt collection.

• The CFPB will likely issue a Notice of Proposed 

Rulemaking (“NPR”) regarding Part I of the 

debt collection rule by the end of this year.
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Small Business Lending

Section 1071 of the Dodd-Frank Act:

Requires credit unions to collect additional 
information when women- or minority-
owned, or small businesses apply for loans:

• Type and purpose of loan
• Amount of credit
• Census tract
• Race, sex and ethnicity
• “Any additional data that the Bureau 

determines…”

The CFPB published an RFI in May 10, 
2017, to start the rulemaking process. 

Opportunities for Advocacy:
• Rulemaking is still 1+ year 

out
• Possible flexibility in how to 

define “small business”
• Bureau is looking for safe-

harbor ideas
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Other Rulemakings

• Payday

• On November 11, 2017, the CFPB published its final rule on payday lending, which 
exempts all credit union payday-alternative loans (PAL) and explicitly sanctions an 
FCU’s statutory right of offset to collect against an outstanding balance on a covered 
loan.

• Members of the House introduced a resolution to disapprove of the final payday rule 
under the Congressional Review Act (CRA). 

• Prepaids

• Last year, the CFPB proposed a six-month delay of the prepaid account rule's 
effective date to April 1, 2018. On December 21, 2017, the CFPB announced plans to 
further extend the effective date.

• In January 2018, the Bureau finalized changes to the requirements for resolving errors 
on unregistered accounts, provided greater flexibility for credit cards linked to digital 
wallets, and extended the effective date of the rule by one year to April 2019.

• Overdraft 
• On August 4, 2017, the CFPB issued “know before you owe” model disclosures for 

overdraft products. The prototype forms are meant to be a voluntary resource. The 
CFPB also published, on the same day, a study on frequent overdrafters.
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NCUA Board Changes

• On January 27, 2017, President Trump named NCUA Board Member J. Mark 
McWatters the agency's new acting chairman, effective immediately.

• On June 27, 2017, President Trump designated McWatters as Chairman, 
effective June 23.

• Since Chairman Matz’s departure in April 2015, the NCUA Board has continued to 
function as normal with only two members.  

• In order for a rule or action to be passed, the board vote must be unanimous 
as a 1-1 vote would fail to constitute agency action. 

• Board Member Metsger’s term ended on August 2, 2017.

• There is still a vacant seat on the NCUA Board, so                                            
stay tuned for further developments!
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McWatters’ Priorities 

Feasibility of closing 
stabilization fund 
early

Streamlined budget 
with greater 
transparency

Greater assistance 
for CUs serving their 
members

Finalization of second 
FOM rule

Improved exam 
appeals process

Preserving small, 
minority-/women-
owned CUs

Revisiting RBC Formation of CU 
Advisory

Loosening of 
regulations

Legislative 
improvements to 
FCU Act

Increased federal 
collaboration

Transparent legal 
contingency fees

Revisit stress testing 
rule

Strengthen dual-
chartering

Extended exams
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NCUA Initiatives & Updates 

Regulatory Reform Task Force

What: Comprehensive review of regulations to be revised.

When: Multi-year project, expected to conclude by 2021.

Risk-Based Capital

What: Advocating Congress and agency for an approachable alternative.

When: Effective date is Jan 1, 2019; Additional Board member needed.

Stress Testing

What: Below $20B in assets, CUs have more flexibility to comply with stress test.
When: Final action expected in second half of 2018.

Voluntary Mergers

What: Would require several additional steps and disclosures for voluntary merger.

When: Yet to be determined; currently split Board.

FOM

What: New proposal would increase population cap to 10m people; seeks input
concerning online communities.

When: Disposition of banker lawsuit; still advocating for legislative changes
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Refunds from the Stabilization Fund

• In September 2017, NCUA Board voted to raise the normal operating level (NOL) 
of the Share Insurance Fund (SIF) from 1.30 % to 1.39% and approved merging 
the Temporary Corporate Credit Union Stabilization Fund (TCCUSF) with the 
SIF.

• The action included no guarantee  or formal plan for the NOL to return to its normal 
level of 1.30 percent, only potential "periodic reviews.”

• In February, the NCUA Board announced that credit unions will receive a 
distribution of $735.7 million in the third quarter of this year from the SIF.

• The increase in the NOL to 1.39% will result in the additional retention of around $980 
million.

• The goal of all stakeholders, including the agency, should be making credit 
unions "whole“ as soon as possible.
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Voluntary Mergers

• NCUA released a proposed rule during the May 2017 Board meeting and NAFCU 
submitted comments on August 8, 2017.

• The proposal would amend the required procedures and timeframes for federal 
credit unions seeking to voluntarily merge with another credit union. The rule:

– Increases the time for notice to members

– Revises required disclosure definitions

– Revises definition of “covered person”

– Creates a process for member-to-member communications

• NAFCU supports transparency, but also wants to ensure that the voluntary merger 
process is not unintentionally impeded by the implementation of this rule.

• The voluntary mergers rule has yet to come up for a final vote from the Board, 
indicating the Board may be split on the issue. 
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Advertising

• On October 4, NCUA published a proposed rule amending Part 740 of its 
advertising regulations. The proposal grants credit unions additional flexibility 
when using NCUA's "official advertising statement.“

• The proposed rule would:

• allow federally insured credit unions (FICUs) to use a new version of the 
official advertisement statement, which would read as “Insured by NCUA.”

• increase the duration of television and radio advertisements which do not 
require the official advertising statement to thirty seconds in time.

• eliminate the requirement that FICUs include NCUA's official advertising 
statement on annual reports and statements of condition required to be 
published by law.

• This rule is likely to be finalized in 2018; it has broad support and the changes 
were recommended by NCUA’s Office of General Counsel during the agency’s 
regulatory review. 
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Asset Securitization

• In 2014, NCUA’s proposed rule on asset securitization was published in the
Federal Register.

• On June 23, 2017, the NCUA Board finalized its safe harbor rulemaking with
respect to asset securitization and said it would not move forward with an asset
securitization rulemaking. The NCUA’s Office of General Counsel did, however,
issue a legal opinion letter which said a federal credit union has the authority to
issue securities as part of its incidental powers.

• The NCUA indicated it will release guidance for credit unions on asset
securitization in the next few months…still waiting.

• Before a FCU begins securitizing assets, it “may complete and submit an
application to engage in the activity because it is not…preapproved under
NCUA’s regulations.”
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Alternative Capital

• NCUA released an ANPR during the January 2017 Board meeting on alternative
capital, including both secondary and supplemental capital. NAFCU supports the
use of a pilot program to explore the feasibility of using supplemental capital to
support a credit union’s organic growth.

• The ANPR sought comments in four main areas of concern:

• Eligibility to issue alternative capital • Marketplace viability of alternative 
capital

• Regulatory obstacles • Prudential standards
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Supplemental Capital

• NAFCU has urged NCUA to move forward with a supplemental capital rulemaking. ANPR
reflects some progress, but we need to preserve momentum.

• NAFCU's advocacy emphasizes the following general principles:

1. NCUA has the authority to authorize supplemental capital in a form that preserves the
not-for-profit, mutual, member-owned and cooperative structure of credit unions.

2. Supplemental capital can enhance safety and soundness.
3. Supplemental capital should be designed to achieve a degree of permanence such that

a sudden outflow of capital will not occur.
4. Allow for a feasible means to augment supplemental capital.
5. Provide a solution with market viability.

• Treasury Dept. supports granting credit unions access to supplemental capital.
• No visible progress from NCUA on a supplemental capital rulemaking. In March 2017,

NCUA’s EGRPA report to Congress endorsed legislation that would grant credit unions
access to supplemental capital. However, in August, NCUA marked alternative capital as a
low priority item.
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Field of Membership – Proposal

• On October 27, 2016, the National Credit Union Administration (NCUA) issued a 
proposal to amend its chartering and field of membership rules. In general, the 
proposal would expand field of membership options for federal credit union 
(FCUs) and correct certain discrepancies in the final field of membership rule.

• The rule would make the following changes: 
• Raise the current population cap for a “well-defined local community” from 

2.5 million people to 10 million; 
• Allow the use of a narrative approach to designate a new well-defined local 

community; and 
• Permit a FCU to designate a portion of a core based statistical area (CBSA) 

as its community without regard to division boundaries 

• NAFCU continues to urge the agency to finalize its FOM proposal to allow credit 
unions more flexibility for FOM expansion. 

• However, litigation risk and the current Board limbo mean the proposal is 
unlikely to be finalized until new board members are nominated and 
confirmed, if at all. 
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FinTech – Level Playing Field

• Regulation of Fintechs:
• Office of the Comptroller of the Currency (OCC) established a special

purpose bank charter for fintech companies.
• Purpose- proposed fintech charter would provide “businesses a choice

without creating a requirement to seek a charter” and that those
companies that seek a charter “are evaluated to ensure they have a
reasonable chance of success, appropriate risk management, effective
consumer protection, and strong capital and liquidity.

• NAFCU advocated that the same underwriting standards and disclosure
rules that apply to credit unions should also apply to online lenders to
protect consumers and ensure a fair playing field.

• Treasury Report on FinTechs and other market participants:

• NAFCU has asked Treasury to articulate an appropriate regulatory
framework for fintech companies which ensures—at a minimum—that they
will be held to the same consumer protection and data security standards as
credit unions.
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Tax Reform Implementation

• Last year, the "Tax Cuts and Jobs Act" was passed by Congress and President
Trump officially signed it into law.

Summary of the most the three important provisions affecting credit unions:

• Credit Union Tax Exemption Status

• The Act does not change or alter the current credit union federal tax status in
any way.

• Deferred and Executive Compensation

• Creates an employer-paid 21 percent excise tax on executive compensation
over $1 million. This applies all tax-exempt organizations, including both
federal and state-chartered credit unions.

• Unrelated Business Income Tax

• Currently, state-chartered credit unions must pay tax on any income that is
unrelated to their regular trade or business (UBIT). Under the Act, credit
unions already subject to Unrelated Business Income Tax (UBIT) will no
longer be allowed to deduct certain employee fringe benefits as business
expenses.
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Housing Finance Reform Update

• In February 2017, Senate Banking Chairman, Mike Crapo, said that 
housing finance reform was “the most significant piece of unfinished 
business following the crisis.” Since then, he has called GSE reform “a 
key priority” for the current Congress and is in the process of drafting a 
reform bill with Sen. Mark Warner.

• In his confirmation hearing, Treasury Secretary Mnuchin said he would 
like to see a bipartisan effort on housing finance reform.

• NAFCU released its Housing Finance Reform Principles in June.

• Last year, FHFA Director Mel Watt testified during a Senate Banking 
Committee hearing regarding the future of the GSEs and warned that 
allowing capital buffers to be eliminated could force the GSEs to draw on 
their Treasury line of credit.
• Treasury and the FHFA agreed to allow the GSEs to each retain $3 billion in 

capital.

• This lessened the blow, but is still politically unsavory. May prompt a call to 
action.
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Housing Finance Reform Update

• On January 17, 2018, Director Watt sent a letter to Chairman Crapo and 
Ranking Member Sherrod Brown outlining the FHFA’s perspectives on 
housing finance reform, specifically calling for an explicit government 
guarantee on mortgage-backed securities (MBS).

• NAFCU responded with a letter to Crapo and Brown in support of many of 
the provisions in the FHFA’s document but also asking Congress to 
evaluate various proposals and take swift action.

• NAFCU has been working with the administration to find solutions.
• On January 29, NAFCU met with Craig Phillips, Counselor to the Treasury 

Secretary, to discuss legislative and administrative opportunities for housing 
finance reform.

• Senators Bob Corker and Mark Warner’s draft reform bill was recently 
leaked.

• Expands the role of Ginnie Mae to provide the government guarantee on MBS;

• Envisions multiple guarantors and FHLBs as guarantor to serve small lenders;

• Guarantors required to provide equal pricing and maintain a cash window;

• Makes the Qualified Mortgage (QM) Patch permanent for single-family loans.
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Questions
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Regulatory Affairs Division

Contact Information


