STATE AND FEDERAL CHARTER COMPARISON 
FIELD OF MEMBERSHIP
	State (MI) Credit Union
	Federal Credit Union

	Set by Board of Directors, reviewed by Commissioner who can deny for safety and soundness concerns.
· Community = political jurisdiction

· Statewide FOMs available

· Single CU can have SEGs, community and associational fields

	FCUA §109 and the NCUA Chartering and Field of Membership Manual:
Limited to the membership described in one of the following categories:

1. Single Common-Bond (Occupation or Association).  
2. Multiple Common-Bond. 

3. Community.   


BOARD OF DIRECTORS AND COMMITTEES

	Board of Directors
	State (MI) Credit Union
	Federal Credit Union

	Compensation and reimbursement for expenses


	490.342 

Strictly volunteer boards and committees.
May provide reimbursement for legitimate expenses and lost wages incurred while conducting CU business. CUs may also provide reasonable health, accident and related types of personal insurance protection covering officials 

The membership may allow reimbursement for expenses of officials’ family members.
	One board officer may be compensated as an officer of the board. May provide reasonable health, accident, similar insurance protection, and the reimbursement of reasonable expenses incurred in the execution of the duties of the position.  
FCUs are permitted to reimburse volunteer officials and one guest per official for reasonable and proper costs in carrying out official responsibilities.  

Section 701.33 does not provide a means for reimbursement of lost wages to attend a board meeting [NCUA Legal Opinion Letter 95-1218]. 



	Meetings 
	490.342 
Must meet at least every other month at least 6 times per year. Board may meet beyond these minimums as defined by the Board Chair. The Board may meet in person or by means of electronic communication devices that enable all participants in a meeting to communicate simultaneously with each other.
	FCUA §1761b:

Must meet at least monthly.

	Qualifications


	490.341
· Must be a member in good standing 

· Must be an acceptable bonding risk by a bonding company licensed to do business in the state.

· Has not been removed as a director, officer, or employee of a CU, financial institution, or other legal entity by the commissioner, state regulator, federal regulator, or court of competent jurisdiction.

· No convictions within the preceding 20 years of a crime involving dishonesty or a breach of trust.

· Not habitually negligent in paying his/her financial obligations as determined by the criteria reasonably established by the CU board 

· No convictions by a court of competent jurisdiction of state law violations
	1761
· Must be a member of the FCU. 

· Must have no convictions of criminal offenses involving dishonesty or a breach of trust, or entrance into a pre-trial diversion or similar program in connection with a prosecution for such an offense (the NCUA Board may waive this requirement after the 10th anniversary of the conviction or program.  The NCUA Board may file a motion with the court in which the conviction or agreement has been entered to grant an exception to the disqualification if granting the exception is in the interest of justice).     



	Removal of Board Member
	490.342

A board member may be removed by a 2/3 vote of the credit union board, for cause or for any reason set forth in the bylaws. 
In addition to removal under section 341(9), the domestic credit union's bylaws may also provide for immediate removal of a board member from that office without further action of the members or credit union board if 1 or more events specified in the bylaws occur.
	If a director or a credit committee member, if applicable, fails to attend regular meetings of the board or credit committee, respectively, for 3 consecutive months, or 4 meetings within a calendar year, or otherwise fails to perform any of the duties as a director or a credit committee member, the office may be declared vacant by the board and the vacancy filled as provided in the bylaws.
 The board may remove any board officer from office for failure to perform the duties thereof, after giving the officer reasonable notice and opportunity to be heard. 
When any board officer, membership officer, executive committee member or investment committee member is absent, disqualified, or otherwise unable to perform the duties of the office, the board may by resolution designate another member of this credit union to fill the position temporarily. The board may also, by resolution, designate another member or members of this credit union to act on the credit committee when necessary in order to obtain a quorum.

Section 3. Removal of directors and committee members. Notwithstanding any 36 other provisions in these bylaws, any director or committee member of this credit union may be removed from office by the affirmative vote of a majority of the members present at a special meeting called for the purpose, but only after an opportunity has been given to be heard.

	Credit Committee (Optional)
	MCUA 490.342

Credit union can appoint an all staff CC
Credit union staff appointed to CC only receive compensation as employee of credit union – not as member of CC
	FCUA 1761(a)

Cannot include more than one loan officer.

Consist of an odd number of members of the credit union

May not receive compensation

	Supervisory Committee 
	Optional

	FCUA 1761

One member may be a director (other than a compensated officer).

Appointed by the Board of Directors – consist of not less than three and no more than five members.

	Associate Board Member
	MCUA 490.342

Board of a domestic credit union may appoint 1 or more associate board members. 
Associate Board Members must sign a confidentiality agreement

	FCUA is silent on Associate Board Members

	Board Delegation to CEO
	MCUA 490.342 
Board may delegate to CEO or General Manager the following duties in accordance with guidelines established by the credit union board:

· Approving, disapproving, or otherwise acting on applications for membership

· Determining the interest rates on loans and on deposits

· Hiring employees other than the general manager or CEO and fixing their compensation

· Making and selling investments according to investment policies adopted by the board

· Designating 1 or more depositories for funds

· Establishing procedures to implement policies of the credit union board

· Establishing internal controls as necessary

· Determining the amount of a dividend after providing for any required reserves and declaring the dividend.

· Establishing the maximum individual shareholdings of members

· Acquiring, selling, or encumbering real property

· Borrowing money under Section 401(2)(j)

If the Board delegates a duty or duties as described above – the CEO or General Manager shall provide a summary of the action taken to the credit union board at the next regularly scheduled board meeting.
	FCUA 1790(d)(i)(4) Section 216
(4) Nondelegation.—

 (A) In general.—Except as provided in subparagraph (B), the Board may not delegate the authority of the Board under this subsection. 

(B) Exception.—The Board may delegate the authority of the Board under this subsection with respect to an insured credit union that has less than $5,000,000 in total assets, if the Board permits the credit union to appeal any adverse action to the Board.



REGULATORY RELIEF
	
	State (MI) Credit Union
	Federal Credit Union

	Examination Best Practices
	Best practices not included in report of examination
· Director or his/her authorized agent may suggest best practices or other improvements in the operation of a domestic credit union that are not required by law or safety and soundness in an addendum. 

· Director shall not take action against a domestic credit union based on failure or refusal of the credit union to follow a recommended best practice that is suggested informally by an examiner or contained in an addendum to a report or examination 
	FCUA Silent


POWERS

	
	State (MI) Credit Union
	Federal Credit Union

	Charitable Donation Accounts
	490.401(1)(nn)
Domestic credit union may make charitable contributions, if the individual contributions and the aggregate amount of the contributions are reasonable in amount, OR
To establish charitable donation accounts if those accounts meet the requirements of NCUA 721.3.

Investment yields generated in a charitable donation account must be used for charitable donations. 

Credit union must notify the director before establishing a CDA 
	NCUA 721.3(b)(1)-(2) Incidental Powers
(1) Charitable contributions and donations. Charitable contributions and donations are gifts you provide to assist others through contributions of staff, equipment, money, or other resources. Examples of charitable contributions include donations to community groups, nonprofit organizations, other credit unions or credit union affiliated causes, political donations, as well as donations to create charitable foundations.

(2) Charitable donation accounts. A charitable donation account (CDA) is a hybrid charitable and investment vehicle, satisfying the conditions in paragraphs (b)(2)(i) through (vii) of this section, that you may fund as a means to provide charitable contributions and donations to qualified charities. If you fund a CDA that satisfies all of the conditions in paragraphs (b)(2)(i) through (vii) of this section, then you may do so free from the investment limitations of the Federal Credit Union Act and part 703 of this chapter.



	Financial Counseling Services
	490.401(1)(ww)(iv)

Perform financial counseling services for any person in an underserved area or that does not have an established relationship with the financial institution 
	721.3(f) Incidental Powers
(f) Financial Counseling Services. 

 Financial counseling services means advice, guidance or services that you offer to your members to promote thrift or to otherwise assist members on financial matters. Financial counseling services may include income tax preparation service, electronic tax filing for your members, counseling regarding estate and retirement planning, investment counseling, and debt and budget counseling.

	Scholarships
	490.401(1)(xx)

Permits domestic credit unions to provide educational scholarships


	Silent – informal offering

	Savings Promotion 
	490.411(1)(a)-(c)

If authorized by the credit union board, a domestic credit union may conduct a savings promotion raffle. 

	721.3(i) Incidental Powers
Marketing activities. 
Marketing activities are the activities or means you use to promote membership in your credit union and the products and services you offer to your members. Marketing activities may include advertising and other promotional activities such as raffles, membership referral drives, and the purchase or use of advertising.

	Loan Promotion
	490.411(2)(a)-(c)

If authorized by the credit union board a domestic credit union may conduct a loan promotion raffle. 

	See above – may need to seek clarification from NCUA if this extends to loan promotions

	Venture Capital/Investment Administration
	490.407(1)(ee)

Codifies DIFS Order 12-046-M – Permitting a domestic credit union to invest in CUSOs providing small business equity and venture capital fund management and investment services.
	No similar authority

	Derivatives
	490.401(2)(yy)

Permits a domestic credit union to invest in interest rate derivatives for the purpose of mitigating portfolio risk. 
	1788 (vi)(II)
Any agreement or transaction that is similar to any other agreement or transaction referred to in this clause and that is of a type that has been, is presently, or in the future becomes, the subject of recurrent dealings in the swap or other derivatives markets (including terms and conditions incorporated by reference in such agreement) and that is a forward, swap, future, option, or spot transaction on one or more rates, currencies, commodities, equity securities or other equity instruments, debt securities or other debt instruments, quantitative measures associated with an occurrence, extent of an occurrence, or contingency associated with a financial, commercial, or economic consequence, or economic or financial indices or measures of economic or financial risk or value;

	Trust Services
	490.407(2)(q)

A domestic credit union may organize, invest in, or loan money to 1 or more CUSOs to provide trust services if any of the following are met: 

i. The CUSO is a state bank or state foreign branch that has trust powers under part 4 Chapter 4 of the banking code

ii. The CUSO is providing trust services as a host bank under an agreement described in section 4402 of the banking code
	Part 721 of the NCUA Regulations authorizes FCUs to make group purchasing activities, including preexisting trust and asset management services, from an independent vendor available to its members. The service can be provided without the NCUA's prior approval. 

An FCU may perform administrative functions on behalf of the vendor and have the vendor reimburse the FCU for its costs. Sections 107(5)(D) and 107(7)(I) of the FCU Act authorize FCUs to invest in and make loans to CUSOs. A CUSO is either a corporation or limited partnership "established primarily to serve the needs of its member credit unions, and whose business relates to the daily operations of the credit unions they serve." The NCUA Regulations governing a FCU's involvement with a CUSO are set forth at 12 C.F.R. 701.27. 

Generally, Section 701.27 prescribes permissible CUSO structures, customer base, services and activities. Section 701.27(d)(5)(ii) contains a list of financial services, including trust services, that a CUSO may provide.


LOANS & LEASING
	LOANS
	State (MI) Credit Union
	Federal Credit Union

	Interest rate limit 
	Credit Reform Act 445.1854 Section 4(1) 

Not to exceed 25%.


	Part 701.21(c)(7)Interest cannot exceed 18%.  

	Investments and Loans to CUSOs
	490.401(2)(gg)

Investments and loans described in this section shall not in the aggregate exceed 12% of the credit union’s assets, and without the prior approval of the commissioner shall not in the aggregate exceed 6% of the CUs assets. 
	FCUA 1757(5)(D)

Loans to CUSOs in amounts not exceeding, in the aggregate, 1% of its paid-in capital and unimpaired capital and surplus as of its last year-end financial report. Investments: 1% of paid-in, unimpaired capital (5% maximum with regulator waiver).

	Pre-payment Penalty
	No pre-payment penalty stipulations. Domestic credit union may determine pre-payment penalties within contract
	

	Co-signer/Co-Borrower/Guarantor Non-Members
	490.423(12)

As additional security for a loan transaction with a borrower, a domestic credit union may permit a person that is not a member of the domestic credit union to act as an additional borrower, cosigner or guarantor of the loan.
	12 CFR 701.21(d)
(3) Initial approval. All applications for loans or lines of credit on which an official will be either a direct obligor or an endorser, cosigner or guarantor shall be initially acted upon by either the board of directors, the credit committee or a loan officer, as specified in the Federal credit union's bylaws.

	
	Taxes, Fees and Share Insurance

	

	Exemption
	IRS Section 501(c)(14)(A)
	IRS Section 501(c)(1)

	Federal income taxes
	Exempt except for unrelated business income. 
	Exempt.

	Michigan Single Business Tax
	Exempt.
	Exempt.

	Personal property taxes
	Exempt (in Michigan).
	Exempt (in Michigan).

	Real estate taxes

	Subject to tax.
	Subject to tax.

	Payroll Taxes
	Subject to tax
	Subject to tax

	Sales and use taxes
	Subject to sales taxes, not to use taxes. 
	Exempt.

	Regulatory fees 
	Prescribed by regulator (DIFS) subject to statutory constraints. *4
	Prescribed by regulator (NCUA).

	Deposit/share insurance
	Provided by National Credit Union Share Insurance Fund.
	Provided by National Credit Union Share Insurance Fund.


Operating Fees
(d) The amount of the fee is the greater of $500.00 or the sum of all of the following:

(i) A base fee established by the commissioner of not less than $1.00 or more than $3.50 per $1,000.00 of assets up to 
    $500,000.00.

(ii) A fee of 40% of the base fee per $1,000.00 of assets greater than $500,000.00 up to $1,000,000.00.

(iii) A fee of 30% of the base fee per $1,000.00 of assets greater than $1,000,000.00 up to $5,000,000.00.

(iv) A fee of 20% of the base fee per $1,000.00 of assets greater than $5,000,000.00 up to $10,000,000.00.

(v) A fee of 10% of the base fee per $1,000.00 for all assets greater than $10,000,000.00.

INVESTMENTS
	Investments
	
	

	Corporate bonds
	May invest in a marketable obligation in the form of a bond, note, or debenture, commonly regarded as an investment security, and salable under ordinary circumstances with reasonable promptness at a fair value.
	No such provision

	Powers  - Use of Derivatives to hedge risk
	490.401(1)(yy)

All domestic credit unions are expressly authorized to

purchase interest rate derivatives for the purpose of mitigating interest rate portfolio risk.


	NCUA 12 CFR 703.100-703.114

Permissible Investments

Interest rate swaps, caps, and floors; Basis swaps; and Treasury futures.  Credit unions must have CAMEL ratings of 1, 2, or 3, and a management rating of 1 or 2, to be eligible.

	CUSOs

Investment in venture capital and small business equity funds
	490.407(1)(ee) 

Grants CUSOs the authority to provide investment administration and other services related to small business equity or venture capital funds investments to Michigan SCUs or their members 
	No corresponding federal authority.

	Fixed Assets
	§401(2)(hh): Definition of fixed assets applies to land and buildings only. 

5% fixed asset cap waived if CAMEL 1 or 2 composite on previous exam,  deemed well capitalized and not subject to C&D in previous three years. 

5% fixed asset cap remains in place if credit union is CAMEL 3,4 or 5. Director approval required.


	Part 701.36(a): Definition of fixed assets: Premises, furniture, fixtures and equipment. 

Furniture, fixtures and equipment means all office furnishings, office machines, computer hardware and software, automated terminals and heating and cooling equipment. 

5% cap regulatory cap eliminated in favor of supervisory approach via examination. 
6 year time frame for partial occupancy.

	Purchase of assets
	490.401(2)(q) (Order 09-012-M)

Grants authority for a state chartered credit union to purchase all or substantially all of the assets of every kind, character, and description and assume the liabilities of another non-credit union depository institution. 
	FCUA 1757. Powers

(14) to sell all or a part of its assets to another credit

union, to purchase all or part of the assets of another

credit union and to assume the liabilities of the selling

credit union and those of its members subject to

regulations of the Board;


MEMBERSHIP SUSPENSION / TERMINATION
	Expulsion of Members
	MCUA 490.357

A credit union General Manager or CEO or his/her designee may suspend some or all services to a member, or terminate the membership of any person, that does any of the following:
· Engages in inappropriate behavior involving another individual, such as physical or verbal abuse of another member or an employee of the credit union
· A member that has services suspended or membership terminated may appeal the suspension or termination to the Board within 90 days after the date of the suspension or termination. Credit union board has final authority to resolve an appeal under this subsection.

· Causes a loss to the credit union

	FCUA 1764

May be expelled by a 2/3 vote of the membership present at a special meeting called for that purpose, after the member has had an opportunity to be heard. 
The FCU board may adopt and enforce an expulsion policy based on nonparticipation by a member in the affairs of the FCU.    


CREDIT UNION BRANCHES

	Definition of Branch
	Branch means – an office or other place of business at which a credit union receives deposits, pays checks, or lends money. Branch does not include:
· An elementary, middle or high school at which an employee or agent of the credit union only accepts deposits

· An electronic funds transfer facility that is made available to 2 or more depository institutions under MCL 488.1 to 488.31

· A mobile office – designed to be moveable from place to place


	1752(9)
(9) The term “branch” includes any branch credit union, branch office, branch agency, additional office, or any branch place of business located in any State of the United States, the District of Columbia, the several territories, including the trust territories, and possessions of the United States, the Panama Canal Zone, or the Commonwealth of Puerto Rico, at which member accounts are established or money lent. The term “branch” also includes a suboffice, operated by a Federal credit union or by a credit union authorized by the Department of Defense, located on an American military installation in a foreign country or in the trust territories of the United States.


	DIFS Exam Philosophy

The following represents the staff, supervisory program and examination standards Michigan credit unions can expect of OCU staff in the performance of those duties as outlined within the MCUA, Civil Service Rules or OCU Policies.

	 

	Michigan credit union industry participants are encouraged to hold the OCU program to these standards and communicate any instances where they believe they have not been met. Specific instances should be discussed thoroughly with individuals at the appropriate level of OCU's chain, depending on the circumstance. Unprofessional or unfair treatment by OCU staff will not be tolerated and should be immediately brought to the attention of supervisors.

	 

	Differences regarding examination findings should be thoroughly discussed with the examiner-in-charge during the examination process. If the issue is not resolved at that level, further discussions should take place with the regional supervisor or the Assistant Director. For differences that exist after the finalized examination report has been received, management may submit a response outlining the factual and legal basis for its position on examination findings. Direct correspondence appealing the examination report and requesting independent review and formal OCU response to management concerns regarding examination findings or ratings may also be submitted to the Director of OCU, Senior Deputy Director of DIFS or Director of DIFS.

	 

	1. OCU Staff:

	 
	a.
	Examiners will maintain objectivity and independence in the discharge of their professional responsibilities.

	 
	b.
	Examiners will maintain the highest professional standards relative to effort, integrity, and performance of their duties.

	 
	c.
	Supervising staff including the Regional Supervisor, the Assistant Director, and Director of OCU and the Senior Deputy Director of DIFS, will be available for open dialogue regarding the inherent risks present in institutional activities, the adequacy of related risk management and the application of regulations.

	 
	 

	2. OCU Supervisory Objectives:

	 
	a.
	Within regulatory requirements, safeguard industry assets with appropriate controls and management systems without attempting to completely eliminate risk.

	 
	b.
	Foster strong communication channels between OCU and the regulated institutions to efficiently identify and address regulatory concerns.

	 
	c.
	Fair and consistent administrative actions based on facts and regulatory concerns/authority which have been clearly communicated to credit union management.

	 
	d.
	Providing a clear, independent appeal process implemented through the OCU chain of command without fear of retaliation by regulated entities.

	 
	 

	3. OCU Examination Process:

	 
	a.
	A lead examiner will be designated as the Examiner-In-Charge at each examination to act as a central point of contact with the management team.

	 
	b.
	Examiners will provide an independent evaluation based on the institution's strengths and weaknesses and not solely on the basis of trends.

	 
	c.
	Examiners will evaluate institutional progress toward realistic and achievable objectives proportionate to the risk presented.

	 
	d.
	Examiners will provide an opportunity for management to question, provide additional data or alternative findings relative to the regulatory concerns identified during the examination process.

	 
	e.
	Examiners will meet with credit union management for a field exit meeting to discuss findings, conclusions, directives and administrative actions prior to final issuance.

	 
	f.
	Examiners will acknowledge credit union management team requests for the presence of legal counsel or other professional experts during meetings with regulatory personnel.

	 
	g.
	Examiners will present management with timely, clearly written examination reports, notices, etc. based on relevant facts.

	 
	h.
	Reports will provide prioritized findings and directives.

	 
	i.
	Supervisory directives will provide the basis of regulatory authority and expected applications.
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