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VEMORANDUM OF UNDSRSTANDING BETWVELEN
BUREAU OF SEDERAL CREDIT UNIONS, CENTRAL
INTELLIGENCE AGENCY, AND NORTHWEST FEDERAL

o

CREDIT UNION (Charter No. 35002)

Because of the substantial involvement of many members of Northwest
Tederal Credit Unien in matters heving signiflcant effect tpen the naticnal
securlty, informal understandinge have been in effect for @ number of years by
which the Buresu of Federal Credit Unions, in the interest of suppoiting the
Central Intellipence Agency's need to shield such information, has subordinatea
some of its normal prerozatives ard statutory respousibilities as the supervising
authoxity of Federal credit unions with respect to the Northwest Federal Credit
Union.

it appears that the interest: of CLA, BFCU, aud dhe wembers of the
Northwest Federal Credit Union now require a delineation of the axeas of
respons ibility to be assumed by the three organizations as they relate both to
the credit unlon and to sach other.

~The major limitaticn imoosed upen the Durcau of Yederal Credit Unions
because of the Agency's security sreceutions is the preclusion of verification of
data independently and directly with the credit union mewvership. In the absence
of an effective alternative, the effect could be the nullificetion of cther examina~
tion procedures. It shouid also be clearly understood that certain véctrictions
tmposed by the Agency upon noxmel eperaiing practices of tiie credit union
could adversely affect the financlal intexests of the credit union mewmbers.

In order to properly acknowledge the intervests of all concerned, itis

appropriate that there e a Jivision of certain xesponsibilities as follows:

[ 4
1. While the Burean of Federal Credit Unjons will continue

its policy of not permitting its eniployees to penetrate the security
protection that would be involved by direct accownk verification
with Northwest Federal Cradic Union members, the Central Intel=
ligence Agency, the brard of directors and the supervisory com-
roittes of the Norchwest #ederal Credit Union will assume full
recponsioility for veriication, ac required by the Wedaral Credit
Union Act of the supcrvisory comuiittee, or as mey be needed by
the Bureau of Federal Credic Uniona in auy partichlar stance.
In cases where nositive assurancas that verifications have been
made are deemed necessary by the Bureau of Federal Creditc Unions,
certificacion to this effect will be provided by either the credit union
supervisory counnittee ox the Agency.
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2. In ocder thot exaa inations or other ..‘sntm_tf; wich the
credit union by the Burenu of Federal Ovedic Hofons shall be on a
surprice basie, and witiout - noior notiae to the Gfadlt union operating

stafl, e Bureay: stalf will be riae 1tc,iy c.;vo'ﬂ:t:.d to the credis
20n by 4 wembers of the Agency's secur ity staf:.

. ) s. The Ageacy and the credit union sy Je:v isory connwvittee
will periodically, and not lese requently than a nuuahly, review and
evaluate the Asency and credis uaion internal controls applicable to
credit union transactions and verifications conum.t»d through Agency
Intermediaries tetween the mersbers and the credit union. The
Agency's intermediaries shall act ay ageats of th&. Agency, not as

' apgents of the credit union members,

siwiler reviews and evaluations wili te made of procedurcs
pertalning o any seusitive accounts which do not volve intermediaries,

%. The Bureau of Tederal Credit Unions will utilize the safe
to be fmmshci by CIA for the centrol of ¢l lassified data recetved
fromw the credit union. These sec urity precauticns will also be anplied
to like data in the BFCL examizaiion re soxts of the credit union. The
SAMEe security precautions will be aspliad to rortions of the examination
resorts which identify the names of credit union members, or which
disclose or ludicate the number of members in the credit wnion. Such
dormation will be accessible only vo Bureau of Federal Credit Unions
personnel who have received clearance from the Central Intelligence
Agency except that names of directors, committeemen, and employees
of the credit wiiou will contlnue to be available to any BEFCU stast
having ueed of the information,

9. Northwest Federal Credit Unfon will comnly with require~
, wents established by bn U for Federal credit u.nio»na asd will follow
all normally a\,L.epth business practices except where Agency security
requirements wake modiflcatious unavoldable,

6. The Central Intelligence Agency recognizes its responsibility
to protect the credit union members from those losses which would
have a sigmificaut effect unon the financial position of the credit union
and which cceur as « direct vesult of the a oplication to the credit union
of security requirements which prevent the credit union from avolding
such losses through norinal business vractlces. Recognition is given to
the fact thut the credit union derives benefits fromt assistance end
services provided by the a gency and these stipulations are not fntended
to Liud the Avency to nrotect the credit union fromy an occesiona! minor
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iat may be related to the application of some security re~
serictions . Examiples of existing restrictious wiich could increase
@&

et
Q
|
o
ju

. The credit union way not utilize regular commmerc
wethods in securing certificates of title and evidence of insur=
ance for personal property pledged as security for loans.

These restrictions pertaining to establishing the
credit union's claim o property against third persous also
handicaps thie Bureau of federal Credit Unions {n determining
thet loans which must have security are in fact adequately
secured as required by the Federal Credit Unlon Act,

The Bureau of Federal Credit Unions will recognlze
these restrictions and will coasider loans made under such
restrictions as adequately secured provided the Agency agrees
os stared before, to protect the credit unlon froin losses occurring
a3 a direct result of such restrictdons,

b. Since the Credit Union may not employ cullection
agencies or leadd vrocedures to collect delinguent loans without
the Agency's aporevel of the procedures and the flrm or persons
ewnployed to seck recovery, the Agency agrees to indemify the
credit union for any losses on loans cutstanding to such delicquent
borrowers which result from faillure to have sccess to nornal
collection procedures. '

¢, The Agency's perpission {8 required befcre a claim
is filed under the credit union's surety bowd. In those cases in
which the withholding of such permission would nullify the efiect
of the surety bonsd coverage {financial protection) which the Bureau
requires undey the Federsl Credit Union Act and formal Rules
and Regulations, the Agency agrees to reimburse the credit uaion
for aany suiety boad clain which the credit unfon would otherwise
normaily collect {rom the surety.

d. Indewmnification by tiie Agency in accordance with
the above will be the subject of negotiations between the NWICU
and e .gency in ighe of the facts of the glven case. It is under-
stood tiwt the amount of indersnification will aot necessarily be
srm gt v

the torad amount of tie loss incurred by the MNWIFECU but, rether,
wiil reflect the beet judgment of the Agency and the NWECU as
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te wial amount of the astual loss covld have béen recovered

aad the W'WEQU been allowed to Follow normaal credit vnlon prac-

tices,
In recooniticn of the nead for o retecting national secus ity, tag Ceatral
I
S

intelligence Agency, the Nortawest Felora Credie Uanlon, end the Durean of

dederal Credit Unfons agree to tas foregalny areas of ro -ponsibiity spectficoily
mentionad above for each of the tarce organis ations and are su indicating such
agrecment by having alilced below e signaturzs of the three ofifclals who can
bind the said tirze vreanications.,
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