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Dear Massachusetts Credit Union CEOs and Advocacy Committee Members: 
  
Examination Guidance from the FFIEC and Massachusetts Division of Banks 
Massachusetts Commissioner of Banks Mary Gallagher has released a letter to credit unions and banks relative 
to examinations and addressing the Federal Financial Institutions Examination Council’s (“FFIEC”) 
Interagency Examiner Guidance for Assessing Safety and Soundness Considering the Effect of the COVID-
19 Pandemic on Institutions. 
  
FFIEC Guidance 
The FFIEC guidance for examiners outlines supervisory principles for assessing the safety and soundness of 
institutions given the ongoing impact of the COVID-19 pandemic. In assessing an institution, examiners are to 
consider the institution’s asset size, complexity, and risk profile, as well as the industry and business focus of its 
customers. In full recognition of the unique, evolving, and long-term nature of the issues confronting 
institutions, examiners will exercise appropriate flexibility in their supervisory response. Institutions that have 
relied on statements and guidance issued by various agencies since the declaration of the national emergency, 
and who took appropriate action in good faith reliance on such statements, will not be subject to criticism or 
other supervisory action.  
  
Examiners must maintain a clear understanding of the financial condition of each institution and the 
effectiveness of each institution’s risk assessment and response to the economic changes. To promote 
consistency and transparency across the agencies, examiners will continue to assign supervisory ratings in 
accordance with the applicable rating system, including the Uniform Financial Institutions Rating System, 
commonly referred to as the CAMELS rating, for credit unions. Examiners will consider the institution’s asset 
size, complexity, and risk profile as well as the industry and business focus of its customers.  
  
Relative to risk assessment, examiners should evaluate management’s initial and ongoing assessment of the risk 
that the pandemic presents to the institution. Examiners should determine whether management’s assessment of 
credit risk reasonably reflects the institution’s asset quality, given the prevailing economic conditions in its 
business markets. In addition to determining the effect on asset quality, examiners should assess management’s 
understanding of the pandemic’s effects on the institution’s earnings prospects and capital adequacy, as well as 
its effect on funding, liquidity, operations, and sensitivity to market risk. The risks associated with the COVID-
19 pandemic, as well as impacts of policy responses, can be challenging to assess in real time. Examiners will 
assess an institution’s risk identification and reporting processes given the level of information available and 
stage of local economic recovery.          
                                              
When assessing the component ratings for CAMELS, examiners will consider the following:  

• Capital Adequacy; 
• Asset Quality, including: 

o Classification of Credits;   
o Credit Risk Review; 
o New Loans; 
o Paycheck Protection Program; 
o Credit Modifications; 
o Nonaccrual; 
o Allowance for Loan and Lease Losses (ALLL) or Allowances for Credit Losses (ACLs); 
o Obligations of Taxing Authorities; 
o Real Estate Values; and 
o Appraisal and Evaluation Delays.   
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• Management, to include review of Operational Risk and Independent Risk Management and Audit; 
• Earnings; 
• Liquidity; and 
• Sensitivity to Market Risk. 

  
The full FFIEC examiner guidance can be read HERE. 
  
Massachusetts Division of Banks Examination Expectations 
As the state of Massachusetts continues to open pursuant to Governor Baker’s phased-in reopening approach, 
the Division’s examiners will be contacting credit unions about examinations and conducting exams pursuant to 
the FFIEC’s guidance. Beyond the FFIEC guidance, the Division’s letter outlines its expectations of financial 
institutions and interactions with examiners.  
  
The Division will continue operating primarily off-site for the foreseeable future. Due to the need to perform the 
majority of work off-site, certain parts of the process may take longer than usual. Risk scoping will help 
examiners determine how to use each credit union’s time most efficiently.  
  
When examiners assess risk management systems, they consider the credit union’s policies, processes, 
personnel, and control system. Examiners will place emphasis on how well the credit union has identified and 
managed risks related to the COVID-19 pandemic. The credit union’s risk assessment will provide examiners 
with information on how any challenges related to the pandemic are being addressed. The risk assessment 
should cover the full scope of how the pandemic is affecting each credit union. Changes in strategy, personnel, 
operations, and outlook should be highlighted. The credit union’s capital levels must also be considered given 
losses or potential losses from the pandemic. If capital shortfalls are possible, the risk assessment or the capital 
plan must establish how the credit union’s capital levels will be augmented.  
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The risk assessment should include a discussion of the credit union’s response to recently introduced 
government programs and regulatory relief issuances. The impact of these programs on operations should be 
described. For example, if the credit union took advantage of the 120-day delay in securing real estate 
appraisals or evaluations, the risk assessment should elaborate on how the credit union used that relief and if it 
presents the credit union with follow-up concerns such as dealing with a backlog of appraisals. It should also 
address the impact of state and federal legislation addressing forbearance, credit modifications, and foreclosure 
moratoriums, including Chapter 65 of the Acts of 2020, to assist borrowers impacted by the COVID-19 
pandemic. The risk assessment should discuss how the local recovery is progressing and the additional 
challenges that presents. Any credit concentrations should also be addressed, whether they are long-standing or 
newly emerging from the pandemic. Examiners will review management’s plans for those credit concentrations.  



  
Finally, the Division’s examination process must include loan review, and examiners will need to review the 
same information typically required and interact with credit union personnel. During the Division’s initial 
contact to coordinate examination scheduling, Field Operations Manager Keith Vaidya will discuss options for 
conducting loan review including whether your credit union has digital loan files and the process for granting 
access.  
  
The Division’s letter to credit unions is available HERE. Credit unions are asked to contact Field Operations 
Manager Keith Vaidya at (617) 368-1614 or keith.vaidya@mass.gov with any questions about the examination 
process. 
  
Division of Banks Fair Lending Update 
The Division of Banks has rescheduled its planned webcast on Fair Lending Risk and COVID 19: Strategies for 
Maintaining Fair Lending Compliance, part of its DOB Connects COVID-19 Series. The program, which was 
scheduled to run tomorrow, will instead be offered twice on both July 2nd and July 7th as bookends to the 
holiday weekend. All previously registered attendees will need to re-register. A new registration link will be 
released by the Division next week. 
  
As a reminder, the program will feature Bank examiners Anita Grieco and Richard Park who will review new 
ways financial institutions are serving customers and their communities and highlight potential fair lending risks 
associated with retail services and initiatives recently launched to help minimize health risks associated with 
COVID19. They will draw from examiner expertise to offer mitigating strategies and recommendations. 
  
Save-the-Date: Upcoming Compliance Coffee Meeting 
The Association’s next compliance coffee meeting will be held on Friday July 10, 2020 at 11:00 a.m. via 
RingCentral webinar. The program will feature an expert presentation on Durable Powers of Attorney, 
focusing not only on what a durable POA is, but how credit unions should respond to them, honor them (or not), 
and protect themselves against fraud or simple error. 
  
A formal invitation will be sent in July. Credit union staff from all levels and volunteers are welcome to pre-
register for this program by emailing complianceconnection@ccua.org with your name, title and contact 
information.   
  
Reminder: FFIEC BSA/AML Examination Manual Webinar-June 26 
The Federal Financial Institutions Examination Council (“FFIEC”) will host an interagency webinar this Friday, 
June 26, 2020, beginning at 1:00 p.m. The focus of this webinar is on the 2020 updates to the FFIEC’s 
BSA/AML Examination Manual. Specifically, staff will address the BSA/AML compliance program sections 
and examination procedures relating to: 

• Scoping and planning, 
• BSA/AML risk assessment, 
• Assessing the BSA/AML compliance program, and 
• Developing conclusions and finalizing the exam. 
• The event will be recorded and available within approximately five-business days after the webinar. 

  
While this program is administered by FFIEC, all state and federal prudential regulators are reminding credit 
unions to attend this important compliance webinar. 
  
Register Now for the FFIEC Webinar on 2020 Updates to the BSA/AML Examination Manual 
  
Sincerely, 
  
Your Association Advocacy Team 
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