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Mr. Gerard Poliquin

Secretary of the Board

National Credit Union Administration
1775 Duke Street

Alexandria, VA 22314
regcomments@ncua.gov

Re: 12 CFR Parts 701 and 721 Federal Credit Union Occupancy, Planning and Disposal of
Acquired and Abandoned Premises; Incidental Powers
RIN 3133-AE54

Dear Mr. Poliquin:

On behalf of the 1.453 million credit union members we represent, the Heartland Credit Union
Association (HCUA) appreciates the opportunity to comment the National Credit Union
Administration’s (NCUA) proposed occupancy, planning and disposal of acquired and
abandoned premises rule.

We support this proposed rule, which would eliminate the current rule’s requirement that federal
credit unions (FCU) eventually achieve full occupancy of premises and define partial occupancy
to mean use of at least fifty percent of a credit union’s premises. To make this regulatory
change, NCUA reinterprets Section 107(4) of the Federal Credit Union Act in a way that allows
credit unions greater flexibility in their ownership and use of fixed assets. The agency should be
commended for considering public comments and marketplace realities with this rulemaking, as
the current Section 107(4) interpretation can impose hardships on credit unions that cannot fully
occupy their premises.

The proposed rule would redefine partial occupancy to mean the “occupation and use, on a full-
time basis, of at least fifty percent of each of the premises by the federal credit union, or the
federal credit union and a credit union service organization in which the federal credit union has
a controlling interest....” This definition eliminates the requirement to plan for full occupancy
(usage plan) and the need to show that an FCU will fully occupy the premises. Instead, it
requires that at least fifty percent of FCU premises must be occupied and used on a full-time
basis. The fifty percent partial occupancy requirement allows credit unions the flexibility to own
or lease space where they might not have the ability, based on need or law, to occupy an entire
space.

The proposed rule would delete section 701.36(c)(1), which requires that an FCU that acquires
premises for future expansion and does not fully occupy them within one year must have a
board resolution in place by the end of that year detailing plans for full occupancy. This
requirement is no longer necessary as credit unions would no longer be required to fully occupy
premises. Nonetheless, we support NCUA for not putting in place a similar requirement for
FCUs to demonstrate partial occupancy.
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Waivers and Six-Year Occupancy Requirement

In prior comment letters to NCUA, HCUA has asked the agency to consider removing the time
requirement for occupancy or using a 10-year occupancy requirement. This flexibility is
important for the ownership of raw land or the use of other property that a credit union might
acquire through a merger or other means. Raw land is acquired for long-term expansion and
may require longer than six years to develop.

The six-year occupancy requirement became even more limiting for raw or vacant land
ownership when NCUA added the requirement that occupancy be “relative to the scope of the
usage plan” to the 2013 fixed assets final rule. Before this language was added, credit unions
could meet partial occupancy requirements by deploying an ATM on vacant land purchased for
a future branch expansion. The proposed rule would eliminate the relative-to-the-scope
requirement, which HCUA supports. In a final rule, however, the agency should clarify whether
limited use of vacant land would meet partial occupancy requirements.

We continue to request that NCUA remove the occupancy requirement and handle property
speculation concerns for unused property through the supervision requirements with safety and
soundness being the primary driving force for review. If a time requirement is necessary, then
we ask the agency to consider increasing it to 10 years.

NCUA could also address these concerns through the waiver process. The current and
proposed rules allow waivers for partial occupancy based on safety and soundness. The
requirement could be amended to require agency staff to grant waivers upon request from the
partial occupancy requirement unless there are specific safety and soundness concerns.

Incidental Powers

The proposed regulation removes the requirement from the incidental powers rule that excess
capacity in FCU facilities must eventually be fully occupied. We support this change as it allows
credit unions to lease unused space indefinitely. This allows credit unions to enter into standard
leasing arrangements with tenants, which might not be possible under the current requirements
that full occupancy or use be achieved.

As always, we appreciate the opportunity to review this issue. We will be happy to respond to
any questions regarding these comments.

Sincerely,

undly DDl

Brad Douglas
President/CEO
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