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The Honorable Rodney Frelinghuysen The Honorable Nita Lowey 

Chairman Ranking Member   

House Committee on Appropriations  House Appropriations Ranking Member 

2306 Rayburn House Office Building 2365 Rayburn House Office Building 

Washington, DC  20515   Washington, DC  20515 

 

Dear Chairman Frelinghuysen and Ranking Member Lowey: 

 

On behalf of the National Credit Union Administration (NCUA), I am writing to express the 

NCUA’s position on two provisions contained in H.R. 3280 - Fiscal 2018 Financial Services and 

General Government Appropriations Act. 

 

First, I want to thank you for restoring $2 million in funding for the Community Development 

Revolving Loan Fund (CDRLF).  To participate in the CDRLF Program, a federally or state-

chartered credit union must be currently designated as a “low-income” credit union.  As such, the 

CDRLF stimulates economic development and allows for enhanced affordable financial services 

in low-income communities.  Last year’s grants were used by credit unions to implement 

electronic banking applications, add mobile banking platforms, improve cyber threat protections, 

start bill payment services, initiate debit and credit card programs, and open new branches. 

 

Second, I wanted to express the agency’s concerns about Section 906, a provision to subject the 

NCUA budget to the annual congressional appropriations process.  To the extent that Congress 

determines to put the NCUA under the congressional appropriations process, I want to make you 

aware of the implications.  This provision, as currently worded, would require the NCUA to 

make a multitude of systems and process changes, many of which are outlined below.  The 

cumulative impact of these changes would necessitate an increase in the fees assessed to 

federally insured credit unions as the NCUA makes the conversion to the federal appropriations 

process. 

 

A particularly significant change would remove the NCUA Board’s authority to determine, with 

input from stakeholders, its annual operating budget.  The established federal budget process 

does not allow the NCUA to engage stakeholders in its budget development the way it presently 

does.  The budget process used by the NCUA provides for direct input from the credit union 

system and is a process which is very nimble when changes are needed.  The Board holds public 

meetings to discuss the budget and makes the proposed budget publically available for 

stakeholder comments prior to final adoption.  The Board has the authority to make adjustments 

to its budget during the course of the year, which for some federal agencies requires a more time-

consuming reprogramming process. 

 

On an administrative level, subjecting the NCUA to the federal appropriations process would 

require the agency to make numerous costly systems and process changes, including the 

following: 
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 The NCUA would need to move to a federal fiscal year, subject to the terms and 

conditions of an appropriation, including a fixed period and amount of availability, as 

well as reprogramming and transfer limitations set by Congress in annual appropriations 

acts.  The NCUA’s operating budget and its Share Insurance Fund now operate on a 

calendar-year business cycle.   

 The NCUA’s Operating Fund is currently accounted for under commercial accounting 

standards set by the Financial Accounting Standards Board (FASB.   

 The appropriations process limits an agency’s “Budget Authority” during the fiscal year, 

not its level of expenditure, whereas the NCUA operates with controls on its 

expenditures.   

 The NCUA would need to adjust its financial management systems and processes to 

recognize and record commitments and obligations of funds consistent with the 

appropriations process and retrain staff accordingly.  This would be a significant 

undertaking; because it would affect almost all non-payroll transactions in the agency, 

including travel.  The impact on the travel program cannot be overstated, as over 60 

percent of staff are virtual employees, traveling daily to different locations to complete 

their work assignments. 

 The NCUA would need to modify its billing process for operating fees it collects from 

federal credit unions.  The NCUA would likely need to adjust the timing for the 

collection of these fees, and additional billing and refund processes would be needed to 

adjust for changes made when the appropriation is enacted, assuming the annual 

appropriations were not enacted prior to the start of the fiscal year. 

 The NCUA would experience transition costs for changes, including the accounting, 

budget, and travel systems, as well as business process changes and training.  In addition, 

certain one-time charges may be needed to account for transactions under federal budget 

procedures versus the current commercial accounting standards.  An example of this is 

the treatment of the note (borrowing) between the Operating Fund and the Share 

Insurance Fund for the purchase of the NCUA’s Central office in the early 1990s.  The 

outstanding amount of the note is about $8.9 million.  Agencies receiving appropriations 

are generally prohibited from having capital leases or agreements such as this, unless the 

full amount of the lease (or, in this case, the note) is funded up-front.   

Thank you for taking the time to consider the views of the NCUA related to these two provisions 

in the House Appropriations bill.  Please do not hesitate to contact me or have your staff contact 

Al Garesché or Kathy Doddridge in the NCUA’s Office of Public and Congressional Affairs at 

(703) 518-6330 with any questions or concerns you might have.  

      

Sincerely, 

 

 

      J. Mark McWatters 

      Chairman 

cc:  House Committee on Appropriations 


