
NATIONAL CREDIT UNION ADMINISTRATION

WASHINGTON, D.C. 2C)~

April 9, 1991

Jms L. McPheters, President
San Diego Teachers’ Credit Union
P.O. Box 34606
San Dte~o, California 92163-4606

Federal Recjulatlon of State-Chartered Credit
Unions (Your March 19, 1991 Letter)

Dear Mr. McPheters:

Thank you for your letter to Chairman Ro~er Jepsen expressing
the concerns of the State of California l)e~ent of Corpo-
rations Credit Union Advisory Coa~ittee re~ardin~ federal
regulation of federally insured, state-char%ered credit
unions (#FISCUs"}. The Chairman requested that I respond to
your letter, since it addresses legal issues.

NCUA believes its. regulation of certain aspects of FISCU
eratlons to be both appropriate and necessary. The
underlying goals of NCUA’s regulatory syste~ are protection
of the credit union syste~ end safety and soundness of the
Nationa~Credit Union Share Insurance Fund (the "NCUSIF").
In orde~ to achieve those goals, NCUAaust r~julate all
federally insured credit unions, both federal credit unions
("FCUs") and FlSCOs, sufficiently to insure that they do not
orea~e shun due risk to the NCUSIF or othe~wise threaten the
s~abllit~of ~Jae systea. In doing so, NCUA atteapts at all
tiaes t~s~Etke a balance betveen requlati~J all federally
insure~.~editunions and aatntaining.the int~jrity of the
dual

~n so~e ~ase~, NCUAregulatlon of FISCUs is congressionally
mted. The Federal Credit Union Act, 12 U.S.C. $1751 e~
jj~. (the "A~") requires FISCUs to co~ply with certain pro-
visions of the A=~ and NCUA’s Rules and Regulations,
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12 C.F.R. $700 et ~ea. (the "Regulations"). Section
201(b) (9) of the Act states that any credit union seeking
federal share insurance ~ust a~ree to oo~ply with Title II of
the Act and all regulations promulgated pursuant thereto.
12 U.S.C. $1781(b)(9). Only con~ressional a~end~ent of the
Act could ruove FISCUI from the a~bit of Title II and the
relevant regulations.

Confess, in the Financial Institutions Refor~, Recovery, and
Enforcement A~t of 1989~ ~. L. 101-73~ 103 S~a~. 183 (1989)
("FZ~"), ~de cabin chess in and additio~ to ~e A~.
Title XI of FI~ r~ir~
r~la~ions di~tln~ st~ds for real estate appralsals
for all f~erally Ins~ cr~It ~ions. ~ion 919 ot
FI~ mnd~ S~ion 20~ of
adding a provision ~a~ dlrect~ ~e ~d to proximate
r~latlons ~nda~In~ ~A audits for all f~ally ins~
credit ~ions ~d~ c~aln clr~~ce8. Se~ion 914 of
FI~ add~ Se~ion 21~ ~o
fo~ conditions for
newly-~~ or
~e r~latlons i~l~en~i~ ~ose ~lons of FI~
(12 C.F.R. P~ 722, I~ C.F.R. Se~lon 701.13, ~ I~ C.F.R.
Section 701.14, res~Ively) mus~, ~ FI~’s t~, apply
to ~ F~s a~ FISts. A~aln, only con~esslonal action
~n ch~e ~is situation.

In some instances, the NCUA believes that safety an~ sound-
ness oonoern~ ~andate~applying certain regulations to FiSts
as veil as F~a. For ~ple, ce~a~n pr~tslons o~ N~A~s
lend£~ r~la~ton, 12 C.F.R. Section 701.21, w~e ~de ap-
plic~l~ ~o FISts for safety and so~ess r~so~.
Buslne~ l~I (S701.21(h)), leprow fe~ (S701.21(c) (8)),
~d pr~E~ential I~ {~701.21[d)(5)) ~ s~io~ rls~ to
all ~It ~i~; FISts are no less s~J~ to ~ose risks
~ ~ ~. ~fety ~d soun~ess ~on~ ~d prot~ion

r~~~ ~ ~ s~es have laws or r~la~£o~ ~a~ can
ad~~1~ ~ aga£~ ~safe 1end£~ pra~£ces. For ~a~
:eason~ ~1on 741.~ of ~e R~1a~£o~, ~11e e~ress1~
s~J~M ~l~s ~o ~e provisions of S~io~ ?Ol.~l(h},
701.21(�} (S} ~ 701.21(d)(5}, con~a£~ ~ ex~£on ~or
BZ~s ~~ ~ s~es ~a~ have adop~ s~~£ally
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We also note that Executive Order No. 12612, 52 Fe~. Re~.
48615 (1987), E~ in 5 U.S.C.A. 601 nt., requires NCUA
to address states’ interests whenever it prosulgatee a
regulation affecting FISts. ~e ~e~tlve Order
"F~eral a~lon llnlting ~e ~Ii~I~ discretion of
Stat~ should ~ ~ only wh~e constitutional
for ~e a~Ion Is cle~ a~ �~In ~ ~e ~ional a~Ivity
is necessltat~ ~ ~e presence of a probl~ of national
sco~." ~ile ~e ~e~Ive Ord~ d~s no~ d~inlsh N~A’s
au~orlty to r~late FISts, �oapli~ce wi~ ~e ~e~ive

~a~ ~y affe=~ ~elr r~latlon of m~a~e-~~
~ions and have ~e op~~Ity ~o e~ress ~elr views
~ey consider ~melves adversely affe~ ~ su~ pro~s~
~les. ~e N~A ~ard, prior to Issuin~ a flnal r~latlon
affe~ing m~a~e Interests, weighs ~ome Int~emtm and
r~lation’s pro~ble eEtect ~ereon a~ai~ o~ relev~
Interests, In order ~o ~rlke ~e prow ~l~=e
states’ rights and ~e datety and s~billty ot ~e entire
cr~It ~ion sys~ and ~e N~SIF.

I hope that we have been of assistance.

SSIC 3300
91-0401

~~.~
cerely,

General Counsel


