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March 24, 2009

Mr. Ken Ross

Commissioner

Office of Financial and Insurance Regulation

P.O. Box 30224

Lansing, MI 48909

Corporate Credit Union Stabilization Charges

Dear Commissioner Ross:

As you are aware, the actions NCUA has taken to stabilize corporate credit unions in light of the financial problems at U.S. Central Federal Credit Union and now WesCorp Federal Credit Union are having a significant impact on the income and net worth of natural person credit unions. 

Charges against income to recapitalize the National Credit Union Share Insurance Fund (NCUSIF) will significantly impact both large and small credit unions alike. Additionally, with the recent action of the NCUA Board to conserve both US Central and WesCorp, even higher charges have been indicated, so the impact will be even more substantial than initially calculated. 

Michigan credit unions will be booking these charges based on NCUA guidelines or the advice of their accounting advisors. However, all credit unions are concerned how the NCUA and OFIR examiners will be viewing the financial impact on their financial statements, especially in situations where a credit union might fall below acceptable capital levels solely due to expensing the charges required.

To address this concern for federal credit unions, NCUA issued "Letter to Federal Credit Unions" No. 09-FCU-04. This Letter includes a Supervisory Letter with guidelines to field staff in evaluating earnings, net worth, and overall CAMEL and risk ratings of federal credit unions given the special circumstances of NCUA’s actions.  As the Letter indicates in its opening statement, “It is imperative staff differentiate between the impact of the actions taken by the NCUA Board versus actions and operational results produced by credit union management and the overall risk of the financial institution.”

Due to the number of questions we are receiving from state chartered credit unions, I respectfully request that OFIR consider issuing similar guidance even if it is just to reaffirm its current practices.  It is an extraordinary time for credit unions and we believe OFIR should take this opportunity to address the situation generally, its concerns and expectations, as well as provide credit unions the considerations 

OFIR examiners will be using in their evaluation of the financial impact these NCUA imposed charges are having on credit unions. 

We appreciate your every consideration to this request and look forward to a favorable and timely response.

If you have any questions, I’d be happy to discuss them with you.

Sincerely,

David Adams

President and CEO

Michigan Credit Unions League
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