
 

 

 

July 25, 2022 
 
 
The Honorable Sherrod Brown  
Chairman 
U.S. Senate Committee on Banking, Housing, and Urban Affairs  
503 Hart Senate Office Building 
Washington, D.C. 20510      
 
Dear Chairman Brown, 
   
On behalf of the collective interests of Ohio's 230 credit unions and their 3.1 million members, the Ohio 
Credit Union League (OCUL) is writing to share our thoughts on several provisions impacting credit 
unions in H.R. 7900, the National Defense Authorization Act (NDAA) for Fiscal Year 2023. We appreciate 
your leadership and careful review of legislation impacting Americans and the businesses that work to 
meet their needs.   
 
National Credit Union Administration (NCUA) Third-Party Vendor Authority 
 
Included in H.R. 7900 was language from H.R. 7022, the Strengthening Cybersecurity for the Financial 
Sector Act of 2022. This provision would empower the National Credit Union Administration (NCUA) with 
direct third-party examination authority, including direct supervisory authority over credit union service 
organizations (CUSOs) and other consumer-facing vendors connected to credit union service offerings. 
OCUL is concerned that this language is overly-broad and should be better tailored to focus third-party 
examination efforts on systemic safety and soundness risks, such as system partners holding a large 
share of consumer data or those without direct BSA/AML obligations.  
 
Under the current authority, the NCUA directs credit unions to routinely complete a comprehensive risk 
assessment before contracting with third-party entities.1 As such, operational partners, such as strategic 
vendors that deliver financial service access to consumers, undergo rigorous due diligence reviews and 
vendor management processes by their partner credit unions to minimize risk and ensure compliance 
calibrated to each credit union's unique risk tolerance profile. At times, credit unions will contract with third 
parties to provide the necessary technology and support to automate and execute this extensive due 
diligence and vendor management process. Empowering NCUA to infuse the current third-party due 
diligence process into direct examination will negate investments credit unions have already made to 
assess partner risk.  
 
The broad language suggests any third-party, as well as any CUSO, will be subject to direct NCUA 
examination, increasing agency costs borne by federally chartered, or federally insured credit unions 
supporting prudential regulation through financial assessments. Currently, NCUA funds its activities 
through operating fees levied on all federal credit unions and through reimbursements from the National 
Credit Union Share Insurance Fund (NCUSIF), which is financed by both federal credit unions and 
federally insured state-chartered credit unions. The Overhead Transfer Rate (OTR) calculation 
determines the annual amount the NCUSIF reimburses NCUA operations to pay for insurance-related 
examination activities. As the provision is currently drafted, OCUL is concerned that third-party entities, 
including CUSOs, will significantly increase examination scope and costs at the expense of federally 
chartered credit unions and federally insured credit unions that support OTR costs.  
 

 
1 https://www.ncua.gov/regulation-supervision/letters-credit-unions-other-guidance/evaluating-third-party-
relationships-0 



 

 

 

Additionally, NCUA already exercises examination authority over CUSOs through either voluntary 
requests or inquiries. CUSOs are proven, trusted vehicles for mortgage lending, credit cards, student 
lending, business lending, and other essential activities that allow credit unions of all sizes to serve 
members and improve their experience. CUSOs have been effectively regulated by NCUA since their 
inception without issue. Specifically, both NCUA and state regulators regularly exercise established 
authority to request information regarding CUSO activity. As subsidiaries of prudentially regulated credit 
union owners, CUSOs can rarely undertake an activity or provide information not born from the credit 
union owners and the routine service activities thereof (home ownership services and mortgage lending 
solutions stand as a prominent illustration). Moreover, the permissible activities of a CUSO are limited in 
scope by law, and the NCUA retains oversight of both the operational compliance as well as the 
execution.2 All CUSOs must also register with the NCUA and report financial activity with annual 
affirmations and updates.3 
 
To better meet the intended outcome of strengthening cybersecurity in the financial sector, the language 
must focus NCUA direct examination authority more on cryptocurrencies, large fintechs, and other money 
transmitters with large consumer data exposure and anti-money laundering risk rather than credit union 
service providers that simply enable expanded, more efficient member services. Any legislation focused 
on regulating those who put consumers at financial risk should be narrowly tailored to those market 
players that are either entirely or largely unregulated, not services born from prudentially regulated, 
member-owned financial cooperatives. 
 
OCUL is also concerned that, as drafted, this provision does not accommodate the necessary financial, 
expertise, and infrastructure support for the NCUA to effectively implement this new authority. NCUA 
operates efficiently on a sound, well-balanced budget, and federally chartered or federally insured credit 
unions should not support the costs associated with examining other financial market participants. We 
respectfully ask for your support in removing this provision from H.R. 7900, or at the very least, limit 
NCUA third-party vendor authority to those entities posing significant data security risk or those without 
BSA/AML compliance. 
 
Fair Hiring in Banking Act 
 
Additionally, H.R. 7900 was amended to include H.R. 5911, the Fair Hiring in Banking Act, which recently 
passed the U.S. House of Representatives with a 329-88 bi-partisan vote. This crucial initiative will give 
credit unions flexibility when hiring individuals with certain previous criminal offenses. Credit unions are 
committed to reducing employment barriers and giving individuals a second chance. With ongoing 
workforce challenges, Ohio credit unions continue searching for potential employees drawn to the "people 
helping people" philosophy. This language will afford more individuals the opportunity to serve their 
communities by working at a credit union. Congresswoman Joyce Beatty sponsored H.R. 5911 and is a 
relentless supporter of this important initiative. We respectfully request this provision remain in H.R. 7900. 
 
SAFE Banking Act 
 
Finally, the Secure and Fair Enforcement Banking Act (SAFE Banking Act) was also included as an 
amendment to H.R. 7900, marking the seventh time this legislation has passed the U.S. House of 
Representatives. These provisions aim to address the challenges of providing financial services to the 
legal Ohio cannabis and cannabis-related industry. The SAFE Banking Act offers narrowly targeted 
federal protections for credit unions accepting deposits, extending credit, or providing payment services to 

 
2 https://www.ecfr.gov/current/title-12/chapter-VII/subchapter-A/part-712/section-712.5 
3 https://www.ncua.gov/regulation-supervision/regulatory-reporting/cuso-registry 

 



 

 

 

individuals or businesses engaged in cannabis-related commerce in states where such activity is legal. 
The SAFE Banking Act also provides safe harbor protections if credit unions comply with all other 
applicable laws and regulations. These provisions will help Ohio's credit unions navigate the difficult 
regulatory conundrum surrounding cannabis banking, and we respectfully request that you include them 
in the final version of the bill. 
 
Thank you for your consideration of the Ohio credit union perspective on H.R. 7900 and the legislation 
specifically impacting financial cooperatives. Please reach out to us should we be of any assistance to 
you and your office.  
 
Sincerely, 
 

 
Paul L. Mercer       Jared K. Weiser 
President       Director, Legislative Affairs 


