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ISSUE BRIEF: MEMBER BUSINESS LENDING

January 13, 2012
SUMMARY

America’s small businesses are the engine of growth of our nation’s economy.  The effects of the sub-prime mortgage crisis have spread to all types of lending resulting in a reduction in the availability of business credit.  As Congress continues to consider ways to help the economy recover and create jobs, the MCUL & Affiliates and CUNA support an economic stimulus option that would create jobs without increasing government spending or the size of government:  Raise the statutory cap on credit union member business lending. The cap on credit union member business lending (currently 12.25% of the total assets of the credit union) has no economic, safety and soundness or historical rationale.  It was enacted in 1998, and after a decade, it is time to remove this arbitrary restriction.  Credit unions have been lending to their business-owning members for a century.  Net charge-off rates for credit union business loans are lower than charge-off rates for business loans made by banks.  At a time when banks are withdrawing credit from America’s small businesses, credit unions have actually been expanding credit to small businesses.  It makes economic sense to restore credit unions’ full ability to lend to their business-owning members. 

EFFECT ON CREDIT UNIONS

In the spring of 2011, Senator Mark Udall (D-CO) introduced S. 509 that would increase the MBL cap to 27.5% of total assets for credit unions that meet the following five criteria: 
· The credit union has been near the limit for four consecutive quarters (80% of amount allowed); 
· The credit union is well capitalized; 
· The credit union has no less than five years of underwriting and servicing member business loans; 
· The credit union has strong policies and experience in managing member business loans;

· The credit union satisfies other standards established by the NCUA to maintain the safety and soundness of credit unions. 
Representatives of the Obama Administration and the NCUA both publicly stated their support this language in 2010. If the statutory cap on credit union MBL’s was increased to 27.5% of total assets, it is estimated that credit unions could make up to an additional $10 billion in business loans in the first twelve months, creating 108,000 new jobs.  This represents significant economic stimulus that does not cost the taxpayers a dime and does not expand the size of government. 
Similar legislation, H.R. 1418, sponsored by Reps. Ed Royce (R-Calif.) and Carolyn McCarthy (D-N.Y.), has been introduced in the U.S. House.
MCUL & AFFILIATES/CUNA POSITION

In the current economic crisis, small businesses in Michigan continue to struggle in securing small business loans. A new partnership was created in 2010 with the MEDC’s Small Business Technology and Development Centers (STBDC) across the state and more than 30 credit unions. The Credit Union Small Business Financing Alliance (www.cusbfa.com) provides small businesses and entrepreneurs a network of local credit unions for financing consideration. Additionally, consulting and training is available to participating small businesses and entrepreneurs through twelve regional SBTDC offices. While the program is off and running, increasing the statutory cap on member business lending will have a greater impact on access to credit for many small businesses. The MCUL & Affiliates and CUNA continue to encourage support of MBL legislation in an effort to raise the credit union member business lending cap.

STATUS

In the U.S. Senate, Senators Debbie Stabenow and Carl Levin have both signed on as co-sponsors S. 509. Shortly after Senate Majority Leader Harry Reid (D-NV) announced his co-sponsorship, Chairman Tim Johnson (D-SD) held a hearing for S. 509 in the Senate Committee on Banking, Housing and Urban Affairs on June 16th. CUNA President and CEO Bill Cheney and NCUA Chairman Debbie Matz testified on behalf of the credit union industry. Chairman Matz urged the banking panel to increase the MBL cap for credit unions to allow small businesses to obtain “reasonable priced loans” and also indicated the agency would move swiftly to amend its rules and vigorously supervise the law’s implementation. Bill Cheney stated “credit unions stand ready to pick up the slack and provide small businesses access to much needed credit without putting taxpayer funds at risk”. While credit union business lending has been a major growth area, "credit unions have expanded their member business lending portfolios carefully and prudently”. A letter was sent to all Senators urging their support of S. 509 following the Senate hearing.
The MCUL is now asking all credit unions to urge their U.S. Representatives to co-sponsor H.R. 1418. From Michigan, Representatives Gary Peters (D-9), Dale Kildee (D-5), Thad McCotter (R-11), Candice Miller (R-10), John Conyers (D-14), Sander Levin (D-12), Fred Upton (R-6) and Hansen Clarke (D-13) have already signed on as co-sponsors of H.R. 1418. While a committee hearing has not yet been scheduled yet this year for the U.S. House, CUNA continues to discuss the importance of H.R. 1418 with House Financial Services Committee chairman Spencer Bachus (R-AL). 
Michigan Representatives who co-sponsored MBL legislation in a previous session of Congress:
Representative Dave Camp

Representative Tim Walberg 



1st Term Michigan Representatives who have not yet signed on as co-sponsors of H.R. 1418:
Representative Dan Benishek
Representative Bill Huizenga

Representative Justin Amash
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