The Michigan Credit Union League is providing our credit unions with a series of talking points that are tailored to various audiences (boards, staff, members and the media). (March 23, 2009)
Please use this document as a means of communications associated with the NCUA’s conservatorship of U.S. Central FCU and Wescorp FCU.  
Credit Union Directors
On March 20, NCUA placed US Central FCU and Wescorp FCU under conservatorship authorities.  The boards of both corporate credit unions were removed along with their CEOs.  This action was taken subsequent to receiving new information about the extent of potential losses in their investment portfolios.  Exposure to the federal insurance fund (NCUSIF), originally thought to be in the neighborhood of $4.7 billion, was reassessed to $5.9 billion. The deterioration in value, along with the weakness of the credit markets, caused NCUA to believe that conservatorship was the best way to maintain confidence in the system.  Here are the main points:
· Over the weekend, this story hit the national press services.  Many local news outlets published stories pulled from the Associated Press.  We anticipate that representatives from local media outlets may contact credit unions for comment.  We highly recommend that every credit union appoint a spokesperson to handle these types of inquiries.
· The NCUA provided assurance that operations will continue as usual at US Central FCU and Wescorp FCU.  Non-capital deposits at most corporate credit unions (including Cencorp Credit Union) have been guaranteed by NCUA under previous actions.  This means that credit unions in Michigan will continue to receive service as usual from Cencorp Credit Union.
· Corporate credit unions hold mortgage backed securities that are still performing and are “higher up the food chain” than those held by Wall Street banks that experienced so many troubles in the fall of 2008.  Under fair value accounting rules, these securities have diminished value in today’s dysfunctional financial markets.  

· The action taken by NCUA has no impact on the ability of credit unions to continue serving their members.  Credit unions can and will continue to lend.  Credit unions offer a safe place for their members’ savings, and provide scores of additional services to their members at low or no cost.
· It is probable that all federally insured credit unions will realize increased costs to cover the additional exposure to the federal insurance fund (NCUSIF).  Industry leaders are working on ways to minimize the impact of these exposures.  Accounting rules are being revisited by federal authorities which could have additional positive impact on the ultimate cost that credit unions will have to book.
· Clearly, the economic environment makes it difficult to predict the actual impact of the corporate credit union stabilization effort over the next several years.  Management is committed to providing timely updates on information related to the stabilization effort.

Credit Union Members

Over the weekend there was substantial press coverage about two corporate credit unions that were taken over by the National Credit Union Administration (NCUA) on Friday, March 20.  Here are some points we want you to know:

· These two credit unions (U.S. Central Federal Credit Union, Kansas and WesCorp Federal Credit Union, California) are not regular credit unions like ours that serve consumers.  There are a small number (28) of wholesale institutions that do not serve consumers; they provide liquidity, investment and payment services to credit unions.  Two of these corporate credit unions were placed into conservatorship, which means they are still operating normally but are now being managed by the NCUA.
· Because of the nature of what they do, these corporate credit unions operate in the capital markets and invest in the highest-rated, investment-grade securities.  Accounting rules have required them to recognize the decline in the market value of their investments.  In the case of these two corporate credit unions, the “unrealized” losses were significant enough that NCUA considered it necessary to install conservatorship.

· What does all this mean for members of our credit union?   It’s business as usual.  The same level of quality service you receive from our credit union will continue.  Our service to you is not affected by these government actions.

· Your funds are perfectly safe.  Our credit union is also federally insured up to $250,000 by the National Credit Union Share Insurance Fund and backed by the full faith and credit of the U.S. Government, just as the FDIC does for bank deposits.  No credit union member has ever lost a penny of federally insured funds.

· Credit unions have been serving members in the U.S. for 100 years, through good times and bad. We are well positioned to remain strong.

Main Member Points
· What you read about in the paper relates to wholesale credit unions in Kansas and California that don’t serve individual consumers.  

· Our credit union will not be materially impacted.

· Your money is perfectly safe here at the credit union and your accounts will work like they always have.

· Your funds are federally insured up to $250,000.


Credit Union Staff

Over the weekend there was substantial press coverage about two “corporate” credit unions that were taken over by the National Credit Union Administration (NCUA) on Friday, March 20.  Here are some points we want you to know:

 

· These two credit unions (U.S. Central Federal Credit Union, Kansas and WesCorp Federal Credit Union, California) are not regular credit unions like ours that serve consumers.  There are a small number (28) of wholesale institutions that do not serve consumers; they provide liquidity, investment and payments services to credit unions like ours.  It was two of these corporate credit unions that were placed into conservatorship, which means they are still operating normally but are now being managed by the NCUA.
 

· Because of the nature of what they do, these corporate credit unions operate in the capital markets and invest in the highest-rated, investment-grade securities.  Accounting rules have required them to recognize the decline in the market value of their investments.  In the case of these two corporate credit unions, the losses were significant enough that the NCUA considered it necessary to install conservatorship.

· Cencorp Credit Union (Michigan’s only corporate credit union) does not have the liquidity and accounting challenges that these other corporate credit unions have. Their deposits are federally insured and we believe it is well managed and safe.
 

· The non-capital deposits that our credit union has in Cencorp Credit Union are fully protected and backed by the full faith and credit of the U.S. government. 
· The NCUA took these actions to assure confidence in the US Credit Union system.  As a result, there is no reason for concern for the safety of members’ deposits.
· The overall credit union system is healthy and secure.
· Members can be assured their money is safe in their credit union.

· No one has ever lost a penny of federally insured deposits in a credit union.

Media Representatives and Public Officials

On Friday, March 20, the National Credit Union Administration (NCUA) announced that two “corporate” credit unions were placed into conservatorship.   Below are the main points: 
· These two credit unions (U.S. Central Federal Credit Union in Kansas and WesCorp Federal Credit Union in California) are not consumer based (retail) credit unions that serve consumers.  There are a small number (28) of wholesale institutions that do not serve consumers; they provide liquidity, investment and payments services to credit unions.  It was two of these corporate credit unions that were placed into conservatorship.


· Conservatorship will allow the regulator to temporarily manage these institutions until they can return to health. There are many remedies already in process that will hopefully be effective in stabilizing these institutions so that the deposit insurance fund can be protected and the credit union industry can continue to gain access to the important investment, liquidity and payment systems services that they provide.
· Because of the nature of what they do, these corporate credit unions operate in the capital markets and invest in the highest-rated, investment-grade securities.  Accounting rules have required them to recognize the decline in the market value of their investments.  In the case of these two corporate credit unions, the “unrealized” losses were significant enough that the NCUA considered it necessary to install conservatorship.

· Retail credit unions will continue to receive a full range of services from their wholesale corporate credit unions.  Michigan credit unions obtain service from Cencorp Credit Union, which does not have the complex investments that put these other corporate credit unions in financial trouble.  Credit unions around the country will continue to provide service to their members without any interruption.

· All member deposits in Michigan retail credit unions are federally insured up to $250,000 by the National Credit Union Share Insurance Fund (NCUSIF) and backed by the full faith and credit of the U.S. Government, just as the FDIC does for bank deposits.  No credit union member has ever lost a penny of federally- insured funds.

· Retail credit unions, the ones where 92 million Americans save and borrow, are well capitalized and secure (nearly 11% capital to assets ratio).  Average capital ratios among Michigan credit unions are 12%.  In Michigan, there are 344 credit unions with more than 4.4 million members.  


· A recent press release dated, March 12, 2009 is attached which reports on the strong performance of Michigan’s credit unions during the fourth quarter of 2008.
