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New Jersey
Credit Union League

N Consumer Borrowing Falls Sharply in November

WASHINGTON b The Associated Press reported on Friday that
Americans borrowed less for the 10th consecutive month in
November with total credit and borrowing on credit cards falling
by the largest amounts on records going back nearly seven
decades.

Borrowing less

In November, consumers bor-
rowed less for a record tenth
straight month

Outstanding consumer debt
Seasonally acusted
$2 60 vrilon
$2.46
trillion

The Federal Reserve said Friday that total borrowing dropped
by $17.5 billion in November, a much bigger decline than the
$5 billion decrease economists had expected.

The government reported Friday that employers cut an
additional 85,000 jobs in December, bringing total job losses to
more than 8 million since the recession began in December
2007.

The Associated Press reported that even consumers who
would like to borrow are finding it harder to get credit at banks.
With banks hit by the worst financial crisis since the 1930s,

- they have tightened lending standards. According to the article,
"While economists have worried for years about the low rate of
U.S. savings, the concern now is that consumers could derail
the recovery if they start saving too much of their incomes.
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Consumer spending accounts for 70% of total economic
activity."

November's borrowing level dropped 8.5% from Octobers,
representing the biggest percentage drop since total credit
declined 9% in May 1980.

The Fed's credit report excludes home loans and home equity
mortgages, only covering borrowing that is not secured by real
estate.
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Credit Union Certified Teller (CUCT) Program:
North and Central Locations Available

Session One: February, 2 Session One: February
9
Session Two: March 2 Session Two: March
10
Locations:  North Jersey FCU NJ Credit Union
League
711 Union Boulevard 299 Ward Street
Totowa, NJ 07512 Hightstown, NJ
08520

Schedule:  9:00 am B 4:00 pm Session with lunch provided.
Tuition: $149.00 (which includes two days of training)

The program consists of two face-to-face classroom sessions.
Session One covers basic information necessary for tellers to
do their job effectively and Session Two focuses on more
advanced topics including regulations, compliance and basic
cross-selling. The CUCT Program provides two
comprehensive manuals that serve as a resource and/or
training tool tellers can use back in the credit union. The
program also provides an evaluation form to assist you in
assessing the practical skills of your tellers.

When the incumbent is ready, the League will issue a final
examination. This exam will be graded by League staff and be
returned to management. A passing grade of 80% or more is
necessary to receive certification status.

Upon passing the exam, the incumbent will receive a certificate
and CUCT Certification status. In order to retain this
certification, the incumbent needs a minimum of 15 hours of
education relating to the frontline position every three years.
Continuing education can be in the form of classroom, quick
bite, webinar, college, etc. All education sessions that include
frontline knowledge are eligible.

Trainer: Barbara Agin, Director of Education & Training, NJ
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Credit Union League.

As an accomplished facilitator, Barbara motivates and inspires
others to achieve higher professional potential. Barbara uses
her real life experiences to instruct and motivate new hires and
experienced branch staff.

To register, you may complete a general registration form found
on our Web site or e-mail Mary Zelinsky at
mzelinsky@njcul.org.

EDUCATION CANCELLATION POLICY: NJCUL must receive written cancellation
in our office seven (7) days prior to the education session in order for you to
receive a refund; substitutions only after this date. All cancellations will be subject
to a $35 cancellation fee.

v, EDGE

* Education * Development ¢ Growth « Essentials *
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Compliance Medley Part 3: Upcoming: IRS
Looking to Tighten Regulation of Tax Return
Preparers

The Internal Revenue Service (IRS) announced this week that
it will soon propose requiring tax preparers to register with the
IRS, obtain a preparer tax identification number and to
complete competency exams. Once proposed the new rules
would apply to paid tax preparers (not attorneys), certified
public accountants, and enrolled agents; to include credit
unions that offer tax preparation services to their members for
a fee, or related credit union service organizations.

Competency tests and ongoing professional education would
also be required for these tax return preparers, and the ethical
rules found in Treasury Department Circular 230 would also be
extended to these preparers. "This expansion would allow the
IRS to suspend or otherwise discipline tax return preparers who
engage in unethical or disreputable conduct,” the IRS said.

In a press release, the IRS said that the "higher standards for
the tax preparer community will significantly enhance
protections and service for taxpayers, increase confidence in
the tax system and result in greater compliance with tax laws
over the long term."”

2\ ComplianceCenter

» Compliance « InfoSight  Training * Risk Management « Audit
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Heartland, Visa in $60 Million Breach Settlement

PRINCETON, N.J. — Heartland Payment Systems and Visa Inc.
announced a $60 million settlement in which issuers of Visa-
branded credit and debit cards may recover losses incurred
from the 2008 data breach of Heartland's card payments
processing system.

Heartland will pay up to $60 million to fund the settlement
program, depending on conditions such as the level of
participation by U.S. Visa issuers.

Visa said it would present details to eligible issuers soon. "We
believe issuers will benefit by participating in this settlement
program because it offers an immediate recovery with respect
to losses they may have incurred from the Heartland intrusion,"
said Ellen Richey, Visa’s chief enterprise risk officer.

The agreement is contingent upon acceptance by financial
institutions representing 80% of the eligible issuers' U.S.
accounts that Visa considered as under risk of compromise
during the breach.

It also includes mutual releases between Heartland and its
sponsoring bank acquirers, on the one hand, and Visa on the
other. Heartland will fund up to $59.22 million of the amounts to
be made available to Visa and its issuers under the settlement
program.

Visa will credit the full amount of intrusion-related fines it
previously imposed and collected from Heartland's sponsoring
bank acquirers toward the $60 million maximum funding of the
program.

All U.S. card issuers who participate in the program will be
eligible to receive a portion of the specified recovery. The
settlement also includes recovery for international issuers of
accounts Visa considered as under risk.

Participation in the settlement program supplants any other
recoveries that may be available to issuers through Visa and
requires accepting issuers to release Heartland, its sponsoring
bank acquirers and Visa from any legal and financial liability
related to the Heartland intrusion.

Visa will notify eligible issuers soon with details about the
program and how to participate. It will send eligible issuers
their formal offers to participate in the program on Thursday.
To facilitate payment, eligible issuers have until January 29 to
opt-in to the program before the offer expires.

Last month, Heartland entered two settlement agreements, a
$3.6 million agreement with American Express and an
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agreement for up to $2.4 million in a consumer cardholder
class action lawsuit. It also has disputes with MasterCard over
the breach but no settlement has been announced.

Breaches at Heartland and Hannaford Brothers grocery chain
affected 130 million cardholders. Credit unions were among the
financial institutions re-issuing cards that were compromised in
the breaches and some saw fraudulent transactions on the
compromised cards.
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U.S. Mortgage/CU National Sentencing Delayed

NEWARK, N.J. — The sentencing of the former CEO in the
U.S. Mortgage Corp. and CU National Mortgage fraud case has
been postponed again by the U.S. District Court. The
sentencing is now scheduled for March 22.

Michael McGrath Jr. pleaded guilty in June to one count of mail
and wire fraud and one count of money laundering conspiracy
in defrauding $139.6 million from 19 credit unions, Fannie Mae
and others.

Originally McGrath was to be sentenced in October but that
date was postponed to November and then to February.

Under a plea bargain, McGrath is expected to be sentenced to
between 12 1/2 and 20 years in prison and to pay restitution to
the victims.

He admitted to conspiring with others from January 2004 to
January 2009 to fraudulently sell credit union loans and use the
proceeds to finance U.S. Mortgage's operations plus
investments for himself and his company.

He also admitted to diverting funds that should have been paid
to credit unions for mortgage loans sold without authorization to
Fannie Mae to help offset bad investments in mortgage-backed
securities, according to prosecutors.

The mortgage companies, based in Pine Brook, N.J. filed for
Chapter 11 bankruptcy last February.
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Compliance Roundtable — NEW DATE: January
14, 2009

Unclaimed Property Basics - Are you prepared?

This session will review the fundamental responsibilities that

you have as a financial institution holder of unclaimed property
and will include information on what unclaimed property is, the
laws behind it, identifying unclaimed property, performing due
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diligence, as well as the rules for filing annual reports, remitting
property and maintaining adequate records.

Participants are encouraged to submit questions in advance of
the session to bagin@njcul.org.

NJ Credit Union League
299 Ward Street
Hightstown, NJ 08520

January 14, 2010
Time: 10:00 a.m. - 12:30 p.m.?Cost: $25 which includes lunch

Speakers: John Amodeo and Michael Ryan, Venio.

John Amodeo has been with Venio since December 2008 as a
Senior Vice President of sales and marketing. Prior to this,
John spent more than 22 years at HSBC Bank where he was a
market manager specializing in retail products and services.
JohnOs focus included the growth of the retail and commercial
segments as well as ensuring service levels across 20
branches.

During his tenure, John served as a regional representative
responsible for setting customer service standards and as a
member of an operational task force charged with ensuring
compliance of retail policies and procedures, which included a
focus on unclaimed property.

Michael Ryan has over 15 years experience in the Unclaimed
Property industry. He is a past-president (2001 B 2006) of the
Unclaimed Property Professionals Organization (www.uppo.org)
and currently serves on various committees. Mike joined Venio
in November 2007. Venio is a leader in Unclaimed Property
Services including Owner Location Programs, Unclaimed
Property Reporting, and Asset Recovery.

During his career, Mike has reported over $1 Billion dollars in
property and has returned just as much back to the rightful
owners or heirs. Mike has appeared on CNNOS DolansO
Unscripted, has written numerous articles on Unclaimed
Property trends and issues and has spoken at numerous
conferences.

To register, you may complete a general registration form found
on our Web site or e-mail Mary Zelinsky at
mzelinsky@njcul.org.

EDUCATION CANCELLATION POLICY: NJCUL must receive written cancellation
in our office seven (7) days prior to the education session in order for you to
receive a refund; substitutions only after this date. All cancellations will be subject
to a $35 cancellation fee.

N EDGE

Education © Development ¢ Growth * Essentials
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Important Card Fraud from CUNA Mutual Related
to Heartland Payment Systems Breach

January 8, 2010 CUNA Mutual reported that card numbers not
blocked or canceled in association with the Heartland Payment
Systems breach continue to be targeted for card fraud. Recent
events indicate that fraudsters are still testing and successfully
accessing these cards and committing fraud.

Please pass this information on to all appropriate employees. If
your credit union has experienced a loss and you are a CUNA
Mutual member, contact their Credit Union Protection
Response Center at 800.637.2676.

Card numbers not blocked or canceled in association with the
Heartland Payment Systems breach continue to be hit with
card fraud. Recent events indicate that fraudsters are still
testing and successfully accessing these cards.

If your credit union made a business decision to only monitor
the impacted card numbers associated with the Heartland
Payment Systems breach, beware. Fraudsters are committing
fraud on cards that were not blocked or cancelled.

Over the holidays, several credit unions experienced card fraud
within accounts where cards were not blocked and reissued,
but were part of the Heartland Payment Systems breach.
Here’s a summary of two different scenarios that occurred this
week:

* A credit union that did not block and reissue cards noticed
a fraud trend on the monitored cards. Cards on a specific BIN
were being targeted. Their fraud management system indicated
a trend on their cards, which was also identified on their
posting report. Initially, the fraud was focused in the Midwest,
but migrated to the West, as well as some International
locations. The fraud appears to be concentrated at superstores,
supermarkets, and gas stations. Because of this additional
fraudulent activity, this credit union is now taking immediate
action to block and reissue the cards.

* Recently, a credit union that chose to block and reissue
cards stemming from the breach noticed an increase in card
testing — with fraudsters testing these cards for an authorization
within seconds of each other. Because the cards were blocked
and reissued, they were not authorized, and the credit union
did not suffer any further fraud.

CUNA Mutual has alerted both Visa and MasterCard of the
increase in activity and various scenarios.

Loss Prevention Recommendations:
If your credit union opted to monitor the card numbers listed on

the Visa CAMs or MasterCard alerts rather than blocking and
reissuing them, CUNA Mutual strongly recommends that you
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block and reissue any active cards that have not yet expired
from the Visa CAMs or MasterCard alerts. The fraud ring
continues to be extremely active and it is anticipated that the
fraudsters will continue to target these cards until they no
longer provide approved authorizations.

If you've seen very little or no fraud, stay alert to the fact that
the fraudsters may find a BIN of card numbers that provide an
approved magnetic stripe authorization. If you performed a
block and reissue of your cards, you should not see
subsequent magnetic stripe fraud related to the Heartland
Payment Systems breach; the reissued cards have new
CVV/CVC values and card expiration dates.

Related Resources:

* Important Card Fraud Update Related to the Heartland
Payment Systems Breach 05.01.2009

* Heartland Payment Systems' Plastic Card Breach: What
Should You Do? 01.20.2009

Source: CUNA Mutual Risk Protection Center Alert
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Credit Unions, Mark Your Calendars

HIGHTSTOWN, N.J. — The New Jersey Credit Union League
would like you to mark your calendars for these upcoming
events:

June 1 — NJCUL Golf Tournament — Cranbury Golf Club
October 3-5 — NJCUL 76th Annual Meeting & Convention —
Trump Taj Mahal, Atlantic City, NJ

More information will be available soon! Keep checking our
Daily and Weekly Exchanges and also our Web site.
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Check Out Reality Check 2010

ATLANTIC CITY, N.J. — The credit union movement is
changing fast. Credit unions continue to consolidate. Credit
unions’ regulatory burden is growing. Congress is focused on
new consumer protections for financial services. Clearly, there
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is no shortage of difficult issues facing credit unions, but
opportunity also knocks.

Credit union leaders that want to be ready for the future need a
reality check and they need it now. Please join us for OCredit
Union Reality Check 20100 to see where our movement is
headed.

Hot Button Topics To Be Explored:

e Mergers: Why not to merge? Why you canOt afford not to
look at a merger?

e ?The future of liquidity/investments/payments?

Retail Savvy: Are you innovating your product line?
Banks are, why aren't you??

e Governance In Focus: How CU boards operate has
never been more important.?

e Viability of our CU system: CUs have a unique
opportunity, but are we ensuring we will be the model
for the future?

e ?People want to do business with values-based
organizations. CUs need to do a better job telling their
story.?

e JUST ADDED: NCUA Update and Q&A with Herb Yolles

e And moreE

The conference will be held at Harrah's Resort Atlantic City
from March 22-24. Get ready for all general sessions, panel
discussions and more!

For more information including speakers, hotel information and
registration materials, as well as a full conference brochure visit
www.njcul.org/realitycheck.asp. Questions, please contact
Barbara Agin at bagin@njcul.org or 800-792-8861 ext. 111.
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Test Your CU 1Q

YesterdayOs Question: What must a servicemember do to
receive the 6% interest rate required by the Servicemembers
Civil Relief Act (SCRA)?

Yesterday's Answer: In order to apply for the 6% interest rate,
the SCRA requires the servicemember to provide the credit
union with a written notice and a copy of the military orders
calling the servicemember to active duty, as well as any orders
further extending military service. The orders will indicate when
active duty service begins and estimates when the member will
leave active duty service. The notice must be provided not later
than 180 days after the date of the servicememberQOs
termination or release from military service (Section 207(b)(1)).
Once the credit union receives this notice, it must reduce the
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interest rate on any preservice debt as of the date on which the
servicemember was called to military service (as indicated in
the servicememberOs orders).

Question: According to a recent Federal Reserve report,
consumer borrowing in the category that includes credit cards
has fallen for how many consecutive months? 10, 8, 12, 9, 14
Answer: See the next issue of the Daily Exchange.
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