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Michigan Credit Unions Minimally Affected by  
Conservatorship of U.S. Central FCU and Wescorp FCU

LANSING, Mich., March 23, 2009 – On March 20, the National Credit Union Administration (NCUA) placed U.S. Central Federal Credit Union of Kansas and Wescorp Federal Credit Union of California into conservatorship as a result of accounting losses related to mortgage-backed securities investments.  They are still operating normally but are now being managed by the NCUA.  There are 28 corporate credit unions like U.S. Central and Wescorp that do not serve consumers but provide liquidity, investment and payment services to credit unions.  

      Michigan’s 344 credit unions should see very little affects of this conservatorship.  Cencorp Credit Union is Michigan’s only corporate credit union and it does not face the liquidity and accounting challenges of these two corporate credit unions.  The Michigan Credit Union League President and CEO David Adams issued this statement regarding the NCUA’s conservatorship of U.S. Central FCU and Wescorp FCU:
     “Credit unions comprise less than two percent of the financial services industry.  However, even as not-for-profit cooperatives, they too have been impacted by mortgage-back securities investments.  These corporate credit unions add value for natural person credit unions by investing in more complex instruments like highly-rated mortgage-backed securities that most natural person credit unions typically don’t invest in.  Michigan’s one corporate credit union, Cencorp Credit Union, is strong, viable and well-managed.   

     Based on the most recent data, Credit unions continue to lend when others cannot.  Nationwide, credit unions still have over $160 billion available to lend and fortunately for our economy this lending is taking place.  As evidenced by recent trends reported in our March 13 news release (release attached), the credit union industry’s 90 million members and our various partner organizations can take comfort in the strength of our industry and its ability to lend and serve while, unfortunately, others are less able to do so.  Michigan credit unions continue to be trusted, safe, federally insured depository institutions that provide the best-in-industry rates, fees and service levels. All member deposits in Michigan credit unions are insured up to $250,000 by the NCUA and all institutional deposits placed by natural person credit unions in corporate (wholesale) credit unions are completely insured by the NCUA.”
     In January, the NCUA had taken action to guarantee all deposits in all 28 corporate credit unions in order to shore up confidence by the natural person credit unions that invest their excess liquidity in these corporate credit unions.  As a result, all 7,800 natural person credit unions were required to incur a deposit premium cost of approximately 0.62 percent of their total assets, a minimal amount relative to Michigan credit unions’ average net worth/assets ratio of 12.12 percent. 

     Credit unions operate with a cooperative deposit insurance system that places the industry’s approximately $88 billion of capital reserves as a buffer so that taxpayer assistance is not required to shore up the federal deposit insurance system. Unlike the FDIC, the credit union deposit insurance fund (NCUSIF) has never required taxpayer assistance.  Even in this distressed economy, the credit union industry is working hard to avoid federal government assistance
     The NCUA’s action will continue to assure that the corporate credit union system is managed properly and that the financial effects of mortgage-backed securities held by corporate credit unions will have minimal impact on the 7,800 natural person credit unions. Once the mortgage-backed securities market returns to normal, these two corporate credit unions are expected to fully emerge from conservatorship under strong, independent management.
     Organized in 1934, the Michigan Credit Union League is a statewide trade association representing Michigan credit unions.  Based in Lansing, the MCUL offers credit unions assistance in the areas of regulatory compliance, legislative advocacy, media advocacy and operational information.  For more information, visit the www.mcul.org.
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