November 2013

Dear CU PolicyPro Clients,
In this edition:







Holiday Closings & Upcoming Updates
New and Improved Publishing Settings!
Content FAQ
Technical FAQ
Monthly OPS Notes Release: NCUA Liquidity and Contingency Funding & Reporting
Questions?

Holiday Closings & Upcoming Updates
Please note the CUSG offices will be closed Thursday, November 28 and Friday, November 29 in observance of
Thanksgiving Day. From the CU PolicyPro Support Staff, we wish you all a very safe and happy Thanksgiving!
The next content update is scheduled for December. We do not have the exact release date yet, and we are
still working on which policies will be updated. We are updating all policies related to the CFBP mortgage
rules as well as many others.
New and Improved Publishing Settings!
We are pleased to announce that we have updated the publishing process for the CU PolicyPro manual to
make the process more intuitive and to allow users to include the last published version if the Working
Manual version is in the process of being updated. For more information on the changes, visit the CU
PolicyPro Support site.
If you have any questions or feedback on the new publishing settings, please feel free to contact the CU
PolicyPro Support Staff at hrsupport@cusolutionsgroup.com.
Content FAQ
Q: When the NCUA issues a new ruling, why doesn’t an update to the policy appear immediately in CU
PolicyPro?
A: The CU PolicyPro policies are updated once per quarter. The exact release date may vary from quarter to
quarter or from year to year.
When a new law or regulation is issued, the CU PolicyPro staff will make every effort to update the associated
policy(ies) in CU PolicyPro in the next scheduled quarterly update. However, sometimes it will be the

following quarterly update. We cannot write or amend a policy prior to the law/regulation being issued, and it
does take some time to go through the new requirements and determine what is required of credit unions.
Some factors can affect the timing of an updated policy include: how close to the quarterly update the final
law/regulation is issued, how long or complex is the new law/regulation, the number of other updates being
processed for the update, and how much time the credit union has between the final ruling and the required
implementation date.
Technical FAQ
Q: Can you explain the “Include Last Published Version” setting?
A: If the “Publishing” Setting is set to “Include Last Published Version” on a specific policy, the last published
version will be included, regardless of what is currently in the Working Manual for that policy. This setting
may be helpful if you have a policy in the Working Manual that is being edited but it not yet completed, or
perhaps includes changes that are not yet approved or are not yet effective. This setting allows you to include
the last published version rather than what is currently in the Working Manual for that policy. Once the
edited policy is ready to go, you can then “Include” the Working Manual version of the updated policy for the
next published version.
Note: If a policy was last published prior to November 25, 2013 or if the policy has never been published, the
"Include Last Published Version" option will not be available.
Monthly OPS Notes Release: NCUA Liquidity and Contingency Funding & Reporting
On October 24, 2013 the National Credit Union Administration (NCUA) issued final rules for credit union
Liquidity and Contingency Funding Plans and new reporting requirements. The December 2013 update of CU
Policy Pro will reflect changes to address these new regulatory requirements.
Liquidity & Contingency Funding Plans
The goal of the Liquidity and Contingency Funding Plans rule is to strengthen FICU liquidity risk management,
which the NCUA has stated “is crucial to ensuring the credit union system’s resiliency during periods of
financial market stress.”
“This rule is part of a global regulatory effort to promote sound liquidity risk management,” NCUA Board
Chairman Matz said. “Financial institutions need to maintain ample liquidity to withstand unexpected
contingency events. This rule will strengthen individual credit unions and, as a result, the entire system.”
The requirements for contingent liquidity funding were controversial when proposed, but the NCUA has
stated the events that followed the mortgage crisis and the rapid reversal in market conditions and availability
of liquidity during the crisis illustrated how quickly liquidity can evaporate. The NCUA believes that many of
the liquidity‐related difficulties experienced by financial institutions were due to lapses in basic principles of
liquidity risk management.
The liquidity and contingency funding requirements differ based on the asset size of credit union. All federally
insured credit unions must have a written Contingency Funding Plan that is appropriate to its complexity, risk
profile, and scope of operations ‐ that sets out strategies for addressing liquidity shortfalls in emergency
situations.
Credit unions with assets less than $50 Million must maintain a basic written policy that provides a credit
union with a board‐approved framework for managing liquidity and a list of contingent liquidity sources that

can be employed under adverse circumstances.
Federally insured credit unions with more than $50 million in assets must have a written contingency funding
plan that addresses, at a minimum:
1. The sufficiency of the credit union’s liquidity sources to meet normal operating requirements as well as
contingent events;
2. The identification of contingent liquidity sources;
3. Policies to manage a range of stress environments, identification of some possible stress events, and
identification of likely liquidity responses to such events;
4. Lines of responsibility within the credit union to respond to liquidity events;
5. Management processes that include clear implementation and escalation procedures for liquidity
events; and
6. The frequency that the institution will test and update the plan.
Credit unions with assets greater than $250 Million must also establish and document access to at least one
contingent federal liquidity source for use in times of financial emergency and distressed economic
circumstances. These credit unions must conduct advance planning and periodic testing to ensure that
contingent funding sources are readily available when needed.
The NCUA allowable contingent federal liquidity sources are:


Regular membership in the Central Liquidity Facility, or membership in the CLF through an agent; or



Establishing borrowing access at the Federal Reserve Discount Window by filing the necessary lending
agreements and corporate resolutions to obtain credit from a Federal Reserve Bank.

The NCUA provided the following table to further explain the new requirements of the three‐tiered
framework that credit unions will need to follow:
Credit Union Asset Liquidity Rule Requirement
Size
Under $50 million

Federally insured credit unions in this group must maintain a basic written liquidity
policy. Approved by a credit union’s board, the policy must provide a framework for
managing liquidity and a list of contingent liquidity sources that can be employed in
emergency situations.

$50 million or more

In addition to a written liquidity policy, federally insured credit unions in this group
must have a contingency funding plan that clearly sets out strategies for meeting
emergency liquidity needs.

$250
more

million

or In addition to a written liquidity policy and contingency funding plan, federally
insured credit unions in this group must establish access to at least one contingent
federal liquidity source: NCUA’s Central Liquidity Facility, the Federal Reserve’s
Discount Window, or both.

The CLF and the Fed Discount Window exist to provide backup liquidity to credit unions and other financial
institutions in circumstances where on‐balance sheet liquidity and market sources are inadequate. Both have
similarities and are collateral‐based lending facilities. During the recent mortgage crisis both the CLF and Fed

Discount window met emergency liquidity needs for individual institutions and for entire systems.
When making a decision about a liquidity funding source it is important to note the differences between the
two:



The Discount Window can advance same‐day funds to qualifying credit unions and their loans may be
renewable – but rollovers are expected to be brief in duration.
CLF funding can take up to 10 days in loan durations up to 90 days. In certain circumstances these
loans may be renewed for an additional term.

The new requirement does provide guidance for growing credit unions that assets reach a higher level of
compliance requirements. When a credit unions call report shows the higher asset level for 2 consecutive
reports the federally insured credit union then has 120 days from the effective date of the second report to
meet the greater requirements.
All credit unions will be affected by the new NCUA requirements and should review the rule as it affects them
to determine they are in compliance. The Liquidity and Contingency Funding Plans rule is effective March 31,
2014.
NCUA Reporting Requirements
Based on the new reporting requirements a federally insured credit union must electronically file financial,
statistical, CALL reports, reports of officials credit union profiles and other reports electronically beginning on
January 1, 2014 when 2013 fourth quarter CALL reports are due. After January 1st paper filing is no longer
permitted, and NCUA will no longer mail out paper Call Report and Profile forms.
The NCUA took this action to reduce operating costs and promote environmentally responsible practices. The
NCUA estimates that it costs the agency $125 per filer per quarter to process manual filings of call reports
alone. Savings will accrue from reduced staff time processing manual reports and eliminating the cost of
printing and mailing paper copies of Call Report and Profile forms. Electronic filing will also reduce data entry
errors and allow NCUA to compile quarterly industry data on a timelier basis.
The NCUA stated in the new regulation that the president or managing official of each federally insured credit
union must certify compliance with the new requirements in its Credit Union Profile annually through NCUA’s
online information management system.
To assist credit unions in making this transition, the NCUA has provided instructions on how to report online
and has provided additional resources to credit unions including:






General System Frequently Asked Questions (FAQs);
An Instruction Guide;
Online Profile FAQs;
5300 Call Report FAQs; and
A webcast presentation called CU Online.

The NCUA Office of Small Credit Union Initiatives (OSCUI) is also available to assist small manual Call Report
filers with converting to electronic filing. Help is available through:



A guidance document that walks filers through an online 5300 Call Report;
One‐on‐one telephone support; and



Urgent Needs Grant funding up to $7,500 for low‐income designated credit unions without computers.

It is also important to note that in 2014 the NCUA has adjusted all Call Report and Profile submission due
dates to the fourth Friday of each month following the end of a quarter.

This edition of OPS NOTES was prepared by the Michigan Credit Union League.
Questions?
If you have any questions regarding the CU PolicyPro content, or questions on how to use the system, please
contact hrsupport@cusolutionsgroup.com.
If this information was forwarded to you, and you'd like to be on the distribution list to receive information
and updates related to CU PolicyPro, contact hrsupport@cusolutionsgroup.com.
Thanks and have a great week!

