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February 11, 2010
The Honorable Barney Frank




The Honorable Nydia Velázquez
Chairman







Chairwoman

Committee on Financial Services




Small Business Committee
United States House of Representatives



United States House of Representatives
Washington, DC 20515





Washington, DC 20515
Dear Chairman Frank and Chairwoman Velázquez:
On behalf of the Michigan Credit Union League, I want to thank you for this opportunity to submit written testimony before the joint hearing of the House Small Business Committee and House Financial Services Committee on the “Condition of Small Business and Commercial Real Estate Lending in Local Markets”.  The MCUL is the statewide trade association representing 96 percent of the state's credit unions with a combined membership of over 4.5 million Michigan residents. 

As you are aware, President Obama recently announced a proposal to create a Small Business Lending Fund using $30 billion in unspent Troubled Asset Relief Program (TARP) money that would be available as capital investments for community banks as an incentive to increase their small business lending.  We oppose this proposal for a couple of reasons.  First, this proposal continues to ignore the fact that other alternatives exist as a means to get capital into the hands of small businesses.  After billions of stimulus dollars were previously injected into the financial sector in an attempt to stabilize our national economy, for-profit institutions have only further tightened their available credit.  Instead of looking to again utilize repaid TARP funds in a similar manner for unsuccessful capital infusions, we should focus on creating a matching fund program which helps create some risk mitigation for both banks and credit unions that will help ensure all institutions can participate equally and will incentivize them to lend more.  

Second, as the proposal is entirely focused on small and community banks, it includes nothing for credit unions, ignoring the potential contribution that credit unions could make toward national economic recovery.  We respectively encourage all members of Congress to please also oppose the president’s proposal.  

Instead, I am strongly suggesting that our industry advocate for the creation of a federal Capital Access Program (CAP) similar to the program we have here in Michigan, which is administered by the Michigan Economic Development Corporation.  Our program in Michigan works to use small amounts of public resources to leverage private credit union and bank financing to provide small businesses access to capital.  The Michigan CAP has been very successful by achieving a leveraging ratio of 24:1 of private funding to state resources.  Attached is some more information for your review on Michigan’s CAP.   

Having a federal CAP would be a clear alternative to current proposals being discussed which seek to use remaining or repaid TARP funds, which has been a politically charged topic. The program would most likely either be administered by the SBA and/or create a block of grant funds that could be used by states that create their own funds with matching funds from each state. Creating a program such as the CAP on the federal level would mitigate the risk on higher risk start-up loans by utilizing government funds to help leverage credit union capital.  If a federal program was created to provide matching funds, this could be leveraged in a big way by financial institutions across the country to help our nation’s small businesses.  I encourage the House Financial Services Committee to consider this alternative proposal.  
While credit unions in Michigan play an important role in providing financial services to more than 4 million consumers state-wide, you have heard us make the argument time and time again there is more we can do to help and therefore we again ask for your continued support of credit unions and our small business community by passing H.R. 3380, the Promoting Lending for America’s Small Business Act.
As you are aware, the legislation sponsored by Representatives Kanjorski and Royce would make an additional $10 billion in capital available to small businesses without costing the taxpayer a dollar by increasing the current cap on credit union business lending from 12.25% to 25% of their assets.  This effort would also help in the creation of more than 117,000 jobs nationally, and an estimated 3,800 jobs in Michigan.  There is broad support from several national trade groups for this proposal, the most recent group to join being the National Association of Realtors.
Michigan credit unions continue to increase lending during this recession. Even small business member loans are up 17% over the last year.  A recent article by Detroit Free Press syndicated columnist Susan Tompor on January 24 highlighted this fact that credit unions are doing more to help consumers in this economy.  However, there has never been a more critical time to increase the available capital to Michigan’s small businesses and we feel that increasing the member business lending cap for credit unions and considering alternative proposals which create a reserve pool to help spread lender risk will assist that effort. 
Please continue to include credit unions in any future discussions of helping our small businesses with their capital needs.  Feel free to contact us anytime with any questions or concerns.  Thank you again for this opportunity.    
Sincerely,
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David Adams

President and Chief

Executive Officer
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