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189—5.11(533) Safe and sound practices.
5.11(1) A credit union must ensure that risks associated with debt cancellation contracts and

debt suspension agreements are managed in accordance with safe and sound principles and practices.
Consequently, a credit union must implement and maintain effective risk management and control
processes in conjunction with its debt cancellation contracts and debt suspension agreements, including,
but not limited to, appropriate recognition and reporting of income, expenses, assets and liabilities.
Additionally, the processes must provide for the recognition and financial reporting of the appropriate
treatment of all expected and unexpected losses associated with these products.

5.11(2) A credit union must assess the adequacy of its internal controls and risk mitigation activities
in view of the characteristics and extent of its debt cancellation contracts and debt suspension agreements.
Accordingly, a credit union must evaluate its existing risk tolerances and management systems to assess,
evaluate andmonitor third-party relationships in connectionwith the development, offering and servicing
of the credit union’s debt cancellation contracts and debt suspension agreements, including compliance
and reputation risks, and the potential adverse impact nonperformance by the third party may have on
the financial performance of the credit union.

5.11(3) Debt cancellation agreements may only be offered by a credit union in connection with an
extension of credit primarily for personal, family or household purposes.


