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March 31, 2009

The Honorable Bart Stupak 
United States House of Representatives 

2352 Rayburn House Office Building
Washington, D.C., 20515
Dear Representative Stupak:

On behalf of the Michigan Credit Union League (MCUL), I am writing in regard to the recent announcement by the National Credit Union Administration (NCUA) Board to pursue legislation that would enable credit unions to spread the cost of the National Credit Union Share Insurance Fund (NCUSIF) replenishment over as much as a seven year period.  The MCUL is the statewide trade association representing 96 percent of the state's 348 credit unions with a combined membership of over 4.4 million Michigan residents. 

At issue is the cost to natural person credit unions of recent actions by the NCUA to stabilize the corporate credit union system.  The recent NCUA proposal requires legislation that would create a mechanism, the Corporate Credit Union Stabilization Fund, to absorb losses associated with the corporate credit union stabilization actions and assess federally insured credit unions for associated costs for up to seven years.  If enacted into law, the proposal should allow insured credit unions to expense these assessments over time; is consistent with generally accepted accounting principles (GAAP); and is limited in use to only pay for losses incurred by corporate credit unions.  The Credit Union National Association (CUNA) and state leagues have been strongly encouraging NCUA to find ways to spread the costs of the corporate stabilization plan over a longer period of time.  We are currently reviewing the NCUA’s draft legislation and are inclined to support fast passage; however, we will be back in contact with a more definitive position.  

Recently, the House of Representatives approved legislation, H.R. 1106, that would provide NCUA with the flexibility to restore the NCUSIF to the statutory minimum threshold over a five year period, and increase the authority of NCUSIF to borrow from the U.S. Treasury to $6 billion.  Though the five year restoration provision would allow NCUA to assess premiums to rebuild the fund’s retained earnings over time, and allow credit unions to expense this when billed, it will not enable credit unions to spread out the expense for the deposit impairment.  The new NCUA proposal would allow for spreading the entire replenishment over as much as a seven year period.

However, while CUNA and state leagues continue to lobby in support for this provision of H.R. 1106 in regard to the NCUSIF, we continue to urge lawmakers to consider this critical issue separate from the proposal which allows bankruptcy judges the authority to modify mortgages, also known as “cramdown”, which is included in the bill as well.  While we advocate for a responsibly pared back version of the “cramdown” provision which is limited in scope and application, we feel these two issues should be dealt with separately.  

As the Senate prepares to possibly consider the “cramdown” proposal contained in H.R. 1106, I’m enclosing a copy of U.S. Rep. John Dingell’s (D-Dearborn) floor statement which highlights that although he supports the goal of the legislation, he calls upon his colleagues to narrow the applicability of the bill’s loan term modification provisions in conference.  We agree with this statement and we encourage you to support efforts to limit this provision in the legislation and again to also keep this issue separate from the NCUSIF replenishment.  
In the coming weeks, we may be contacting your office about arranging a meeting either in the district or Washington, D.C. to discuss this issue further.  In the meantime, if you have any questions regarding this letter please feel free to contact MCUL Executive Vice President of Association Services Patrick La Pine at 
1-800-262-6285, Extension 485 or Patrick.LaPine@mcul.org. 
Sincerely,
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David Adams

President and Chief

Executive Officer

Statement of

Representative John D. Dingell

H.R. 1106, the “Helping Families Save Their Homes Act of 2009”

February 26, 2009

Thank you, Madam Speaker.  I rise today in support of H.R. 1106, the “Helping Families Save Their Homes Act of 2009.”  We are in the midst of the gravest recession in recent memory and hear daily of countless foreclosures across the Nation, particularly in my home state of Michigan.  As President Obama mentioned during his address to the Congress two days ago, the Federal government can and must pursue measures to mitigate the effects of this terrible economic blight upon the Nation’s citizens.  

With the painful memories of the Great Depression still clearly in mind, I offer my wholehearted praise and support for the President’s call to action. Additionally, as the representative of a congressional district with one of the Nation’s highest foreclosure rates and most dramatic decline in housing values, I feel it imperative that we move swiftly to stabilize the housing market to keep people in their homes.

H.R. 1106 is a good first step toward achieving this goal.  Its improvements to the Hope for Homeowners program and provision for a safe harbor to mortgage servicers that elect to participate in mortgage modifications will help stem the tide of foreclosures sweeping across the country.  The bill’s provision to make permanent the increase in Federal deposit insurance from $100,000 to $250,000 will give Americans greater faith in the safety of their savings at a time of continued bank failures.

Nevertheless, I am troubled by the broad authority afforded to bankruptcy judges in Title I of H.R. 1106 to modify the terms of a loan for primary residences.  It is my view that this authority should be limited to apply only to those homeowners subject to the ill effects of deceptive lending practices that gave rise to the recent mortgage crisis.  Further, I am concerned that the aptly named “cramdown” authority in Title I of the bill will encourage people to seek bankruptcy as a matter of course, and not of last resort, in addressing their indebtedness.  

This aside, I cannot in all good conscience oppose passage of H.R. 1106.  I will vote in favor of this well-intentioned legislation but in so doing, call upon my colleagues to narrow the applicability of the H.R. 1106’s loan term modification provisions in conference.

Thank you, and I yield back the balance of my time.  
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