June 24, 2019

Mr. Gerald Poliquin
Secretary of the Board
National Credit Union Administration
1775 Duke Street
Alexandria, Virginia 22314-3428
Re:

Comments on Advance Notice of Proposed Rulemaking: Compensation in Connection with Loans to
Members and Lines of Credit to Members (RIN 3133-AE97)

Dear Mr. Poliquin:
The Pennsylvania Credit Union Association (PCUA) appreciates this opportunity to comment on the National
Credit Union Administration Board’s (Board) advance notice of proposed rulemaking to update the current
regulation that governs the way credit unions may or may not provide compensation to officials and employees in
connection with loans and lines of credit to members. PCUA is a state-wide advocacy organization that represents
a majority of the approximately 370 credit unions located in the Commonwealth of Pennsylvania. We commend
the Board’s continuing efforts to look for ways to improve and modernize the current regulations and for seeking
input from credit unions prior to issuing new regulations.
Currently, Part 701.21(c)(8) of the NCUA regulations prohibits officials and employees of Federal credit unions
(and state-chartered credit unions through §741.203(a)) from receiving commissions, fees, or other compensation
in connection with any loan made by the credit union unless one of the listed exceptions applies. Our credit
unions recognize the importance of having regulations and/or guidance in place that limit compensation programs
in order to minimize risk and ultimately protect the share insurance fund. Balancing safety and soundness issues
with staying competitive in the hiring process is challenging when it comes to this type of compensation.
Our credit unions want to be able to hire the most talented and experienced professionals in the marketplace and
in order to do so, they must be able to offer compensation plans that are commensurate with those of larger
financial institutions in their area. However, any compensation plan that incentivizes loan production must be
able to deter any unnecessary risk-taking on the part of employees to increase their own compensation.
With the many competing factors to consider with this rule, we do not believe that it is well-suited to a bright line
test. A safe and fair compensation plan will need to evaluate loan growth and production relative to the risk that
the loan growth creates for the credit union. A credit union’s Board is in the best position to effectively manage
the risks and will need to monitor and evaluate any plan closely and frequently.
We urge the Board to develop a rule that permits credit unions to create competitive compensation plans that
minimize risk to the credit union. We believe a rule coupled with guidance from the Board in the elements of a
safe compensation plan would be most effective.
Thank you for the opportunity to comment and we look forward to the modernization of this rule.
With best regards,

Patrick C. Conway
President & CEO
cc:

PCUA Board
PCUA Government Relations Committee
PCUA Regulatory Review Committee

