
DATE:

April 29, 2009
TO:
MCUL Affiliated Credit Union CEOs, MCUL Board of Directors, MCUL Government and Political Affairs Forum
FROM:
David Adams, MCUL President/CEO 
RE:

Deposit Insurance/Corporate Stabilization Plan
Background:  

On Thursday, April 30 the U.S. Senate is expected to consider S. 896, a bill to prevent mortgage foreclosures.  (Unlike the House-passed version, this bill does not contain judicial mortgage modification language.)  Senator Chris Dodd (D-CT), the bill's sponsor, has offered a manager's amendment which would make permanent the deposit insurance increase for the National Credit Union Share Insurance Fund (NCUSIF) and help credit unions spread out NCUA premium assessment costs.  Passage of this amendment would reduce from 1% of insured shares to about 0.15% of insured shares this year's cost of the corporate stabilization plan. 
 

Credit Union Concerns: 

This is a key vote for credit unions.  The Dodd amendment would make permanent the temporary deposit insurance increase for the NCUSIF that Congress enacted last year.  Keeping deposit insurance levels at $250,000 is an important step toward maintaining member confidence in credit unions.  The Dodd amendment would also help credit unions spread out the cost of a premium assessment that has resulted from losses at wholesale corporate credit unions.  By permitting credit unions to spread out premium costs over multiple years—as banks are permitted to do under current law—credit unions will be able to continue to provide loans and other services to their members during these difficult economic times.      
 

Action Needed:

Send a message to both Michigan U.S. Senators Carl Levin and Debbie Stabenow TODAY urging them to support Senator Dodd's manager’s amendment to S. 896.  We encourage you to utilize CUNA's Grassroots Action Center, http://capwiz.com/cuna/home/, where you can personalize and send a prewritten fax or email.  Please also call one of Senators Levin and Staenow’s district offices.  District office contact information is attached.

Key Talking Points for Calls:

· Please support Senator Chris Dodd’s manager’s amendment to S. 896. 
· This approach to funding the National Credit Union Share Insurance Fund (NCUSIF) will allow credit unions to continue to lend. 
· The Dodd Amendment would keep deposits insured at a level to maintain members’ confidence in credit unions. 
· Credit unions provide their members with low cost services in the local community, offering products our members have said they need.
Questions?

If you have any questions, please feel free to contact me at 1-800-262-6285, Extension 231 or Dave.Adams@mcul.org or MCUL EVP Patrick La Pine at Extension 485 or Patrick.LaPine@mcul.org.

Summary of Provisions Related to NCUA in the Dodd Amendment to S. 896

Quick Summary
The bill would allow NCUSIF premium costs to be spread out over 8 years or such longer period as the Board may determine under extraordinary circumstances.  Costs related to replenishment of the 1% NCUSIF deposit could be spread out over 7 years through the new Temporary Corporate Credit Union Stabilization Fund.   

Insurance Limits

· NCUSIF insurance ceiling increased permanently to $250,000, upon enactment.  The NCUA Board has the authority to coordinate with the FDIC to adjust the level for inflation, once every five years, beginning in April 2015.

Borrowing Authority

· The NCUSIF and the new Corporate CU Stabilization Fund are authorized to borrow in the aggregate up to $6 billion from the U. S. Treasury.

· The NCUSIF and the new Corporate Stabilization Fund are authorized to borrow up to $30 billion through December 31, 2010, following a two-thirds vote for approval of the NCUA Board and Federal Reserve Board. The Secretary of the Treasury, in consultation with the President, would also have to approve.

· If the borrowing authority is increased beyond $6 billion, NCUA must provide a report to the House and Senate Banking committees on the need for the additional funds and their intended uses.

Spreading Out NCUSIF Premium Costs

· If the equity ratio of the NCUSIF fund falls below 1.2%, or the NCUA Board projects that it will do so within 6 months, the Board must establish a restoration plan for federally insured credit unions to pay the insurance premium costs over 8 years (or longer if the NCUA Board determines there are extraordinary circumstances.)

· Within 30 days after the Board establishes the restoration plan, it must publish in the Federal Register a detailed analysis of the basis for its actions.

Corporate Stabilization Fund and Spreading Out 1% NCUSIF Deposit Replenishment 

· A Temporary Corporate Credit Union Stabilization Fund would be created within the Treasury; NCUA would administer the Fund.  The use of the Fund will allow NCUA to spread out costs to credit unions associated with replenishing their 1% NCUSIF deposits. 

· The Stabilization Fund could borrow from the Treasury to make expenditures only in connection with the conservatorship, liquidation or threatened conservatorship or liquidation of a corporate credit union.

· The Fund would repay all advances plus interest to the Treasury.  The Board has seven years from the time of the first advance to repay Treasury, unless the Board, with Treasury’s approval, extends the final repayment date. 

· At least 90 days prior to each prepayment to Treasury, the Board will determine the amount of the upcoming repayment and if the Stabilization Fund does not have sufficient funds, it must assess each federally insured credit union an amount in the aggregate that is necessary to make the payment to Treasury.

· The charge will be stated as a percent of insured shares as represented on the credit union’s previous call report and will be identical for each credit union. 

· Credit unions that fail to make their payments will be subject to penalties. 

· The NCUSIF is prohibited from paying dividends to federally insured credit unions if the Stabilization Fund has an outstanding advance from the Treasury. 

· Instead of the dividend distribution to credit unions, the NCUSIF will make the distribution to the Stabilization Fund of the maximum amount possible as long as the NCUSIF equity rate is not reduced below the normal operating level and available assets of the NCUSIF do not fall below 1%.

· The Stabilization Fund is authorized to operate with a deficit for accounting purposes, as long as future repayments are planned and all deficits are resolved prior to the termination of the Fund.  

· The Board must submit an annual report to Congress on the Stabilization Fund.

· Within 90 days of the 7th anniversary of the first advance, the Board will distribute any funds or assts in the Stabilization Fund to the NCUSIF and close the Stabilization Fund. 

Summary of Provisions Related to FDIC in the Dodd Amendment to S. 896

· The $250,000 insurance limit for accounts insured by the Federal Deposit Insurance Corporation (FDIC) will become permanent upon the effective of the new law.  This will be indexed once every five years, beginning in April 2015.

· Currently, the FDIC may borrow up to $30 billion from the Treasury Department for deposit insurance purposes.  This will be increased to $100 billion under the new law.  

· Also, until December 31, 2010, this borrowing limit may be temporarily increased to $500 billion if the Secretary of Treasury, in consultation with the President and upon recommendation of at least two-thirds of the Board of the FDIC and the Federal Reserve Board, determines that such additional amounts are necessary.  If there is such a temporary increase, the FDIC must submit a report to the Senate Banking Committee and the House Committee on Financial Services outlining the need and use of these additional funds.

· Currently, the FDIC must use the least costly alternative when resolving troubled banks and thrifts.  However, under its systemic risk authority, the FDIC may use another alternative if the least costly one would have serious adverse affects on the economy.  This is the authority that has been used to resolve institutions that are “too big to fail.”  The new law will allow the FDIC to impose assessments on holding companies to recover these losses, with the concurrence of the Secretary of the Treasury, in addition to its current authority to impose assessments on banks and thrifts.   

Dear Senator,

On behalf of my credit union in your State, I am writing to encourage you to support Senator Chris Dodd’s manager’s amendment to S. 896, which will be on the Senate floor this week.  This is a critical vote for credit unions.

Credit unions did not cause the financial crisis, but we also are not immune to it.  We see the effects of the financial crisis on our members each day, and believe this legislation will help us continue to serve them as they weather the financial storm. The Dodd amendment includes a number of provisions that are critical to credit unions and their members across the country.  

One of the provisions of the Dodd amendment would make permanent the temporary deposit insurance increase for the National Credit Union Share Insurance Fund that Congress enacted last year.  Keeping deposit insurance levels at $250,000 is an important step toward maintaining member confidence in credit unions.

The Dodd amendment would also help credit unions spread out the cost of a premium assessment that has resulted from losses at wholesale corporate credit unions.  By permitting credit unions to spread out premium costs over multiple years—as banks are permitted to do under current law—credit unions will be able to continue to provide loans and other services to their members during these difficult economic times.  

We greatly appreciate the consideration Congress is giving to helping credit unions continue to be part of the solution.  We urge you to vote for the Dodd amendment when it comes to the floor later this week.

Thank you very much for your consideration.

Senator Carl Levin District Office Phone Numbers:

Detroit 


313-226-6020

Escanaba

906-789-0052

Grand Rapids

616-456-2531

Lansing

517-377-1508

Traverse City

213-947-9569

Saginaw

989-754-2494

Warren

586-573-9145

Senator Debbie Stabenow District Office Phone Numbers:
Detroit


313-961-4330

East Lansing

517-203-1760

Flint


810-720-4172

Grand Rapids

616-975-0052

Marquette

906-228-8756

Traverse City

231-929-1031
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