MEETING OF THE BOARD OF CREDIT UNION ADVISORS

April 8, 2014
1:00 pm

Utah Department of Financial Institutions
324 South State Street, Suite 201
Salt Lake City Utah

Minutes

BOARD MEMBERS PRESENT:
Dean Hirabayashi.

DEPARTMENT OF FINANCIAL INSTITUTIONS STAFF PRESENT:
Ed Leary, Orla Beth Peck, Paul Allred, and Merisaford

1. Call meeting to order —-Dean Hirabayashi
2. Minutes

A quorum was not present. The approval of Octoh@0&83 and January 13,
2014 minutes was postponed until the next meeting.

3. Legislative Session-Paul Allred

Paul said that they monitored several bills duthgsession but he is only
going to talk about the ones that directly impaet department.

Senate Bill 124-Financial Institutions Amendmenii. Bhis bill was to
update some of the provisions in Title 7, Title 7@l Title 70D. The only
thing in the bill that was controversial was a a@to 7-1-701 which is the
code section that deals with authorization to @mahbusiness and the use of
the terms “bank”, “credit union” and “industrial . Orla Beth pointed
out that the League of Credit Unions had changedame but in that
section of the code it still referred to it as Thdit Union League. It was
purposed to change that to the Utah Credit Unioso8istion. However, it
was pointed out that there is a provision in laat States that when a
general term can be used rather than specificghergl term should be
used. The term needed to be changed to sometktplibbona-fide



association authorized to represent credit uniondien that was presented
it was pointed out that it still said Utah Bankek'ssociation. That was
changed to a general term. The bill passed andywiihto effect on May 14,
2014.

There was also an adjustment made to the annusathegged to the
depository institutions. Michael Jones, the CEraminer, ran several
different scenarios to see how it would work outiézrease fees. The
department’s restricted account balance has baag gp since the last fee
increase in 2006. It was determined that the feeklarop back to the 2006
fees. Representative Dunnigan agreed to sponsae-ill 316 to reduce
fee rate. The bill passed and will take effect Mdy 2014. The change only
affects the top tier institutions. Credit unioneo®% million will see a
reduction on the July fees.

Another bill was brought about because a constitweas concerned about
student loans. Senate Bill 170 purposed to reduestudent loan
garnishment cap from 25% to 15%. The bill passed.

House Bill 127 was the Payday Loan bill that puggbamendments to
Chapter 23. It addressed prohibiting lenders frbianging where they could
bring a lawsuit against a borrower. Right now unttierlaw the suit has to
be brought either where the contract is enteregh@re the borrower
resides. Some of the lenders where changing ttitaeincontracts.

House Bill 47 purposed a data base that would hesypgired the department
to maintain a database tracking every loan thatheasy made to borrowers
and limiting their loans to one at a time. DFI oppd this bill because of
security reasons. Representative Dunnigan’s HoukgZ offered an
alternative to the database. That bill put in prta for consumers, giving
them 60 days to repay the debt at the end of theeHk rollover period
before the company can bring a lawsuit against tidra bill also required
underwriting to determine if the borrower can refiag debt. House Bill 127
did pass and House Bill 47 did not.

The Legislature puts together a Master Study Résalof items that did
not pass during the session but that they wantestutiring the interim
between sessions. That is SJR 20 and it has sétesmal related to entities
that the department regulates. There is a defelepdsit lending item and
one to study prudent banking.



Paul also mentioned House Bill 117 regarding patefis. These patent
trolls are sending out letters to depository instins saying that they have
to pay to use office equipment (ATM’s, etc.) be@atisey are using their
patent. The bill is to limit the ability of the pat trolls to do that. The bill
passed.

4. Examiner Focus-Orla Beth Peck

Orla Beth handed out three packets from the NCUARAS Regulators
National Meeting. IRR Exposure is High, NCUA Fo@ 4 and
Cybersecurity Framework. The number one thing these concerned
about was Interest Rate Risk. They were also caedewith cybersecurity
and mentioned that Windows XP is no longer suppated most ATMs run
on XP. That opens up the possibility of virusesAdiMs. Orla Beth then
went over the items on all three of the handouts.

Orla Beth mentioned that there are some creditngniomying up all the
indirect auto lending. A discussion ensued regardealers persuading
credit union members to go one way or the othean3said that the tactics
are questionable. Orla Beth mentioned that thes r@te significantly low
and Dean mentioned that the large credit unions &le departments
working with indirect resources.

Dean asked if the state concerns were the sanme 8QUA concerns and
Orla Beth said that they are. They are definitelgaerned about
cybersecurity. Orla Beth said NCUA rule 7-48 lays the steps that need to
be in a cybersecurity plan.

5. Supplemental Capital

Orla Beth said she didn’t have anything new on Rippntal capital. Dean
asked where the NCUA is headed with it. Orla Beild ¢hat it's not for
everyone because it is expensive and the capitebydd in house is free
money to loan out. She said in some situationslsammtal capital could be
helpful to small community credit unions that havepecific need to build
capital. Another thing that supplemental capitallddoe used for would be
to start a community credit union in a town withaudbcally owned

financial institution. Right now NCUA requires thadpital is donated,
which may be one of the reason that we aren’t gasnv credit unions
being started.



6. CALL Reports

Dean asked if there have been any issues with CR&phorts being late.
Orla Beth said she hasn’t had any credit unions tioem in after the final
deadline. She said that the NCUA is getting dowrweryone because
some of the federal credit unions are turning tireseveral weeks late. The
NCUA is going to start fining credit union if thelp not have the report in
when they are due. They did not assess the fiManch but they will assess
the fines beginning on the June cycle. The NCUA aldo monitor the
amount of changes being made after the report &éas submitted.

7. Other Business

Dean said he found it interesting that NASCUS dised expanding the
NCUA Board from three to five members with a desigal seat for a former
state regulator. Orla Beth said the NCUA is notitexicabout that but all of
the other federal regulators have a five memberdoa

8. Next Meeting-July 15, 2014

9. Adjourn



