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The 10 Essential Exam Success Technics 

1. Understand 
Examination Logic

2. Understand Your 
Rights

3. Know All the Players
4. Prepare!
5. Meet All the 

Deadlines

6.  Cooperate
7.  Collaborate
8.  Communicate
9.  Empower Your Exam 
Team
10.  Access Needed 
Resources



FCU Exam Program Guidelines

 Identify and mitigate current and emerging risks to the 
NCUSIF

 Ensure credit unions are in compliance with applicable 
laws, regulations and directives

 Initiate appropriate corrective actions supported by a 
sufficiently detailed administrative record

 Facilitate timely resolution of supervisory concerns



Examination Scope – Connect the Dots

 Determine the necessary supervision and examination 
scope based on the review of the supervisory 
committee audit, internal audit reports, risk 
management reports, past examination reports and 
NCUA directives 

 Determine whether the supervisory committee audit 
and verification meets the requirements of §715 and 
§741.202 of the NCUA Rules and Regulations 



Safety and Soundness

 How many times have you heard this term with regard to 
“regulatory involvement”?

 What does it mean?
 Hint: It has very little to do with the safety of your members’ 

deposits.

 It has everything to do with the National Credit Union Share 
Insurance Fund (NCUSIF).

 The NCUA is basically an insurance company, and the fund is 
their cash reserves.
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Bottom Line

Supervision and Examinations are the 
cost of admissions to serving your 

members!



Examination & Monitoring

Off-site Monitoring

Analysis of 5300 Data
 Economic changes

Examination Scope

Examination Report On-site Examination

Administrative Record
Follow-up

Allocation of resources
 Focus of Examination

Management Results
 Risk management

CAMELS

Interest Rates

Real Estate Values Heavy real estate concentration makes credit unions vulnerable to dips

Examination Process:   NCUA’s Perspective
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History of CAMEL

 As part of its supervisory activities, the NCUA adopted the 
CAMEL rating system in 1987. 

 Through CAMEL ratings, the NCUA sought to account for and 
reflect all significant financial, operational, and management 
factors that examiners assess in their evaluation of a credit 
union's performance and risk profile. 

 Under this system the NCUA assigns each credit union a 
composite CAMEL rating and five component ratings based 
on the agency’s evaluation of a credit union’s financial 
condition and operations
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CAMEL     Ratings

Capital 

Asset Quality 

Management 

Earnings 

Liquidity and Asset Liability Management
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Sensitivity to Market Risk



CAMEL Ratings
 Examiners assign composite and component CAMEL ratings 

using a scale that ranges from “1” to “5”. 

 The highest rating is a “1,” indicating the strongest 
performance and risk management practices, and the 
least degree of supervisory concern. The lowest rating is a 
“5,” indicating the weakest performance, inadequate risk 
management practices, and the highest degree of 
supervisory concern. 

 Examiners rate these components based upon qualitative 
and quantitative factors using their professional judgement.  
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Identification of Problems

 Credit Union Performance

 Supervisory Committee Audit

 Internal Audit

 Quality Assurance

 Member Complaints

 Regulatory Examinations

 Findings
 Document of Resolutions
 Letter of Understanding and Agreement



The Examination

 It is a process, not an event!

 Preparation does not begin a few weeks before the next 
exam, it begins the week after the last exam.

 It cannot be done effectively from the “control room”.
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NCUA Tells It Like It Is

NCUA Examination Guidelines
Identify and mitigate current and emerging risks to 

the NCUSIF;
Ensure credit unions are in compliance with 

applicable laws, regulations and directives;
Initiate appropriate corrective actions supported by 

a sufficiently detailed administrative record; and 
Facilitate timely resolution of supervisory concerns.



NCUA Exam Flexibility Initiative

 The National Credit Union Administration’s regulation 
and supervision of credit unions is designed to protect 
the safety and soundness of credit unions and to 
enforce the applicable laws and regulations that 
protect members. 

 As the financial services industry and credit union risk 
landscape evolve, NCUA must smartly adapt by 
continuously improving our current processes to operate 
even more efficiently, while maintaining a robust 
supervision program. 

https://www.ncua.gov/regulation-supervision/examination-modernization-initiatives/exam-
flexibility-initiative



Objectives of the Initiative
 Determining the future examination cycle for federally insured credit 

unions;
 Improving coordination with state supervisors in the examination of 

federally insured, state-chartered credit unions;
 Seeking information from stakeholders, summarizing their input and 

discussion, and considering their views;
 Taking advantage of new technology to make exams more 

efficient and to reduce onsite presence; and
 Identifying program areas where the added flexibility and hours 

from an extended examination cycle should be repurposed to 
mitigate risk from an extended cycle and ensure the agency’s 
supervision program remains effective. 



A Tale of Two Credit Unions
 NCUA will maintain its commitment to the extended 

examination cycle, and qualifying credit unions will be 
scheduled accordingly in 2023.

 Examiners will continue to use the streamlined Small 
Credit Union Exam Program exam procedures  for credit 
unions with assets up to $50 million and CAMEL ratings of 
1, 2, or 3.

 For all other credit unions, examiners will conduct risk-
focused examinations, which concentrate on the areas 
of highest risk, new products and services, and 
compliance with federal regulations. 
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Examination Scope

 Determine the necessary supervision and examination 
scope based on the review of the supervisory 
committee audit, internal audit reports, risk 
management reports, past examination reports and 
NCUA directives 

 Determine whether the supervisory committee audit and 
verification meets the requirements of §715 and 
§741.202 of the NCUA Rules and Regulations 



Regulatory Examinations Are Open Book!



NCUA Pre-Exam Checklist

• Previous exam report and supervision 
contacts since the last exam

• Most recent Financial Performance 
Report, RATE review, and CU Profile

• Areas of risk triggered by the most 
recent national/regional risk reports

• Moody’s Economic Report in the 
AIRES Exam Directory (RFE only)

• Field of Membership (FOM) changes 
since last exam (FCU RFE only)

• Consumer complaint log history

• Regulatory waivers

• Correspondence to or from the credit 
union since the last exam (RFE only)

• Outstanding administrative actions
• Mergers since the last exam (RFE 

only)
• External audit reports, if available
• Reports for any internal or external 

review conducted since the last exam
• Board minutes for the past year (if 

available)
• Credit union’s strategic plan (if 

available) (RFE only)

Source:  NCUA Examiner’s Guide



NCUA Resources –NCUA.gov
 Letters to Credit Unions — Provide guidance on specific NCUA policies and 

procedures, compliance, governance, and other timely issues that affect 
all federally insured credit unions.

 Letters to Federal Credit Unions — Provide guidance on specific NCUA 
policies and procedures, compliance, governance, and other timely issues 
that affect only credit unions with a federal charter.

 Risk Alerts — Detail practices or external threats that potentially are a 
significant risk to the safety and soundness of the credit union system.

 Regulatory Alerts — Provide guidance on rules and regulations from other 
agencies that all credit unions must comply with.

 Supervisory Letters — Provide the NCUA’s examiners with instructions and 
information on a range of supervisory and regulatory issues.

 Accounting Bulletins — Provide guidance and instructions on how changes 
in generally accepted accounting principles and other regulatory initiatives 
affect how credit unions report these items in their financial statements.

 Consumer Financial Protection Updates — Announce new activity on 
consumer compliance laws, regulations and guidance.
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Supervisory Priorities
(Think Instructions)

 They say it: “This letter outlines the National Credit Union Administration’s supervisory 
priorities and other aspects of the agency’s examination program for 2022. The NCUA 
remains committed to focusing its examination activities on the areas that pose the 
highest risk to credit unions, credit union members, and the National Credit Union 
Share Insurance Fund.” 

 The NCUA will conduct examination and supervision activities both onsite and offsite, as 
appropriate. Examiners will continue to conduct some examination activity offsite when 
the activity can be completed efficiently and effectively at credit unions that can 
accommodate offsite work.

 Source:  2023 NCUA Supervisory Priorities (23-CU-01)



Why Is This So Important?

 The Supervisory Priorities represent the clearest insight into the 
mind of the NCUA examination team

 Every examiner and supervisory has been given the priorities 
and their importance has been stressed….repeatedly

 What do you think the NCUA main office expects to see from 
field staff after they have received the Supervisory Priorities? 



2022 Supervisory Priorities

 Letter to Credit Unions 23-CU-01
Interest Rate Risk
Liquidity Risk
Credit Risk
Fraud Prevention and Detection
Cybersecurity
Consumer Financial Protection
CECL Implementation
Succession Planning
Support for Small Credit Unions and Minority Depository 

Institutions



This Year’s Regulations

• Overdraft programs
• Fair lending, including review of residential real estate 

appraisals for any bias
• The Truth in Lending Act
• The Fair Credit Reporting Act

Consumer Protection 
Attorneys know this 

too!



Modernization Updates
 In 2021, the NCUA trained all NCUA and state regulator users on its new 

examination platform, the Modern Examination and Risk Identification Tool 
(MERIT) and associated systems. 

 Credit unions will use the new MERIT platform and its related systems during 
their examinations. Additional information about these modernized tools can 
be found on the NCUA’s website. The NCUA allocated time for examiners to 
work with credit unions on how to use these new tools during 2022.
 Modern Examination and Risk Identification Tool (MERIT). 

 Unlike the legacy examination platform (AIRES), credit unions will also be users 
of MERIT and will have the ability to perform certain activities in the tool, such 
as:
 Transferring documents and files needed for the examination securely;
 Providing status updates and requesting due date changes on corrective actions; 

and
 Accessing completed examination reports securely.

 For more information, see NCUA.gov, NCUA Connect & MERIT.



This tethers State Chartered CU’s to the NCUA!



Extended Examination Cycle
 Risk-Based Examination Scheduling Policy
 NCUA Letter 16-CU-12

 Examinations for those federal credit unions meeting 
eligibility requirements for an extended cycle will begin 
between 14 and 20 months from the prior examination 
completion date. Examinations for all other federal credit 
unions will begin between 8 and 12 months from the prior 
examination completion date.



FCU Eligibility 
 A federal credit union is eligible for an extended examination cycle if it 

meets all of the following criteria:
 Assets less than $1 billion;
 CAMEL code 1 or 2, in both the composite rating and the management 

component rating;
 “Well capitalized” under prompt corrective action (PCA) regulations;
 No outstanding documents of resolution (DOR) items related to significant 

recordkeeping deficiencies; and
 Not operating under a formal or informal enforcement or administrative 

order, such as a cease and desist order (C&D), letter of understanding and 
agreement (LUA), preliminary warning letter (PWL), or a PCA directive.

 Small credit unions with limited segregation of duties that are otherwise 
eligible for an extended exam cycle may receive more frequent examinations 
on a random sample basis.



Federally Insured State Credit Unions (FISCU) Eligibility
 Federally insured state-chartered credit unions meeting any one of the 

following three criteria will receive NCUA exams that will begin between 8 and 
12 months from the prior examination completion date:

 Assets greater than $1 billion;

 Composite NCUA CAMEL code 4 or 5 with assets greater than $50 million; or

 Composite NCUA CAMEL code 3 with assets greater than $250 million.

 All other federally insured state-chartered credit unions will receive an NCUA 
examination based on risk, but no less frequently than once every five years.



Shared NCUA-State Regulator FISCU Program

 In 2017, the NCUA created the Joint NCUA-State Supervisor 
Working Group (working group).   

 This working group is tasked with collaborating to improve 
coordination and scheduling of joint exams, provide 
scheduling flexibility, and reduce redundancy where 
possible.  

 Their goal is to minimize the burden on FISCUs resulting from 
having a separate financial regulator and insurer. 



33 What Do Regulators Want to See?

 Management and Officials Understand Risks 

 Accurate and Timely Financial Data

 Sound Internal Controls / Effective Audits

 Active Supervisory Committee

 Efficient Operations / Operating Expense Controls 

 Written Policies that Reflect Actual Practices

 Realistic Budget and Strategic Plan

 Communication and Transparency



The Request Letter

 What specific information are they seeking?
 How to provide it?
 Potential ways of exchanging info (CDs, 

secure web portals, secure email)
 Public, sensitive, confidential
 Redact - yes or no

 Is it a joint exam?
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Role of the NCUA and Your State
 “As a regulator and insurer, NCUA’s goal is a strong, safe 

credit union system. To that end, NCUA continues to 
incorporate lessons learned and feedback from credit 
unions into our examination approach. ”
 Supervisory Focus Letter

 What does your state DFI say on the matter?
 Have you visited their website lately?
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The Three R’s

Risk Recognition and Reaction

36



Examination Team

 Harness the expertise of your operational leaders to showcase 
your compliance, risk management and sound business 
strategies. 

 Experience reveals that the examiners are increasingly likely to 
engage more members of your staff during the process. 

 To keep the process organized, choose one person as the 
central point of access, but allow your inside experts to explain 
your individual operational strategies to the examiner. 
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Examination Team
 Comprised of your operational area experts, stakeholders, 

managers.

 Work to identify key areas on which the examiners are likely 
to focus, and make sure you are properly addressing every 
potential “issue.”  

 Preparation for an exam can help reveal unnecessary risks 
and operational weakness.  

 This process will help you effectively and efficiently manage 
your credit union. 
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39 No Surprises
 Regulatory Alerts
 Letters to Credit Unions
 Legal Opinion Letters
 AIRES Questionnaires
 Examiner’s Guide
 Material Loss Reports
 NCUA Report
 Examination process



Online Examiner’s Guide
40



41 Good to Know: Examination Hierarchy

NCUA Board
Regional Director

Associate Regional Director
Problem Case Officer
Supervisory Examiner

Examiner in Charge (Principal Examiner) *
Examiner *



What Do You Do With the Examiner?

 Who is the liaison?
 Have the senior stakeholders been prepared?
 Utilize the AIRES for preparation

 Does everyone know the logic behind the key decisions in 
their area?  Across the credit union?

 Concept of containment – set up meetings
 Do you seek constant feedback?
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How Do You Present Your Operation?

 A well-organized file for each operational area that contains 
essential information with just the right twist, right?

 What would be in that folder?
 Strategic Plan/Business Plan
 Policies
 Procedures
 Audit results
 Quality assurance data
 Special reports (financial performance, score cards, etc.)
 Board briefing memo
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From The Examiner’s Guide
 Examiners should contact their assigned credit unions to determine 

preferable contact dates as early as possible. As part of the exam 
scheduling process, examiners will work with a credit union’s CEO or 
designated point of contact to discuss exam logistics. For examinations 
and onsite supervision contacts, the NSPM requires examiners to give 
credit union officials at least four weeks’ notice prior to the anticipated 
start date.

 To support effective exam scheduling, examiners should be prepared to:
 Provide the credit union with several options for examination dates

 Request that appropriate credit union staff be on site and available during the 
examination to work with specialists, SMEs, and exam staff (Examiners may 
also request notification of schedule changes for key employees that may 
impact the exam.)

https://www.ncua.gov/Legal/GuidesEtc/GuidesManuals/SupervisionManual.pdf


Examiner’s Marching Orders
 Examiners are representatives of the NCUA and should ensure their 

behavior reflects positively on the agency. Throughout the onsite portion 
of a contact, examiners should adhere to the following business 
practices:
 Be approachable and professional in all interactions and communications with 

credit union personnel and with other exam team members.

 Actively listen to management’s thoughts and strategies.

 To the greatest extent possible, avoid impeding the credit union’s ability to 
conduct normal business operations. Be aware the credit union continues to 
operate while the examiners are on site.

 Communicate any problems, along with the severity of these problems, to 
the EIC as they materialize.



Act Like a Real Person

 When was the last time you had a real conversation with 
the examiners?

 Start with “Here’s what has been happening this past year 
and here’s what we have done about it.”

 Take advantage of conversation starters and the 
opportunity to provide your own narrative to the 
examination.

 Did they ask to have coffee with your CEO?  

46



During the Examination

 Consider the examination less of an enemy invasion and 
more of a guided tour of your treasured home.  

 Highlight what you are most of while explaining any 
shortcomings.  Control the message you are giving your 
examiners.  

 Highlight your compliance efforts and business expertise.   
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More NCUA Instructions

• Advise the CEO (or other established point of contact) of any 
problems or concerns throughout the course of the contact 
using the agreed-upon communication method(s).

• Collaborate with credit union management to develop 
corrective action plans, and invite team (and state EIC, if 
applicable) participation as warranted. 

• Corrective action is more timely and effective when the credit 
union and the NCUA (and the SSA, if applicable) work 
together to create solutions.



Exit Interview/Wrap Up

 Clear the air, again, no surprises
 Know what is important
 Pick your battles

 Be ready with clear examples or regulatory references when 
disputing items

 Clear agreement needs to be made in the meeting to 
resolve an issue

 “We’ll think about that” means the issue is probably going to 
remain

49



Board Meeting/Next Exam

 At discretion of EIC or CAMEL rating
 Condensed version of the exit meeting
 Issues prioritized, clearly stated
 CAMELS
 Meeting minutes for CU and Examiner
 CU response - What, When, How
 Track and Document
 Next Exam

50



Let’s Review:  The 10 Essential Technics 

 Understand 
Examination Logic

 Understand Your 
Rights

 Know All the Players
 Prepare!
 Meet All the 

Deadlines

 Cooperate
 Collaborate
 Communicate
 Empower the Your Exam 

Team
 Access Needed 

Resources



You must tell your credit union’s
story effectively!

Turn It Up to 11: BONUS Technic!52



More Examination Resources 

 NCUA AIRES Questionnaires
 http://www.ncua.gov/Resources/CUs/Pages/indexAires.aspx

 NCUA Examiner’s Guide

 http://www.ncua.gov/GenInfo/GuidesManuals/examiners_guide
/examguide.aspx

 NCUA NSPM

 http://www.ncua.gov/Legal/GuidesEtc/GuidesManuals/Supervisi
onManual.pdf

 CFPB
 www.consumerfinance.gov
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