CRE
e 0,}

NAT,

ol
p)
O an‘*(\

R National Credit Union Administration

TO: NCUA Board DATE: December 16, 2010

FROM: National Credit Union Share SUBJ: NCUSIF Investment Policy
Insurance Fund (NCUSIF)
Investment Committee:
Melinda Love, Director, Office of Examination and Insurance
J. Owen Cole, Director, Office of Capital Markets and Planning
Mary Ann Woodson, Director, Office of the Chief Financial Officer

ACTION ITEM: NCUA Board action on NCUSIF investment policy.
ACTION DATE: December 16, 2010.

OTHER OFFICES CONSULTED: Office of General Counsel, Office of the Chief
Economist

VIEWS OF OTHER OFFICES CONSULTED: Concur.

BUDGET IMPACT, IF ANY: Investment earnings of the NCUSIF and the contingent
liability for losses on insured credit unions affect the equity level of the NCUSIF.

REVIEWED BY INSPECTOR GENERAL: Yes.

RESPONSIBLE STAFF MEMBERS: J. Owen Cole, Director, Office of Capital
Markets

BACKGROUND: Since the National Credit Union Share Insurance Fund (NCUSIF)
was created by Congress in 1970, excess cash of the Fund has been invested in U.S.
Treasury Bills, Notes, Bonds, and Overnight Certificates. Although Title I, Section 203
of the Federal Credit Union Act, authorizes the Secretary of Treasury to invest NCUSIF
moneys in other types of U.S. guaranteed investments (Ginnie Maes, Fannie Maes,
etc.), it is the policy of the U.S. Treasury to invest all federal agency funds through the
non-marketable Government Account Series (GAS) program administered by the U.S.
Treasury Bureau of Public Debt.
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The purpose of the investment policy is to provide guidelines for the investment of
NCUSIF funds. The policy addresses the following areas:

Statutory Authority

Responsibilities of the NCUA Board, Investment Committee, and NCUA staff
Investment Objectives

Permissible Types of Investments

Investment Strategy

Reporting Requirements and Internal Controls

With the establishment of the Office of the Chief Economist in 2010, NCUA formalized
the discipline of economic analysis in a stand-alone office in order to augment the
evaluation of various policy and supervision initiatives. The management of the NCUSIF
investment portfolio directly impacts the earnings of the fund and in turn the reserve of
funds available to manage the contingent liability for losses on insured credit unions.

The management of the NCUSIF Investment Committee will benefit from the
participation of the agency’s Chief Economist and it is therefore recommended that this

position be added to the Committee membership. This change is proposed through the
adoption of the attached revised NCUSIF Investment Policy.

SUMMARY:

Staff recommends the NCUA Board formally review and approve revisions to sections
lIl and IV of the investment policy. The revised policy:

1. Adds the Chief Economist to the NCUSIF Investment Committee; and
2. Specifies the role of the Chief Economist on the committee.

RECOMMENDED ACTION: Staff recommends the NCUA Board adopt the attached
NCUSIF investment policy.

ATTACHMENTS: NCUSIF Investment Policy.



