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May 21, 2010
 
 
Mary Rupp, Secretary to the Board,
National Credit Union Administration
1775 Duke St.
Alexandria, VA 22314
 
RE: Washington Credit Union League Comments on Proposed Rule 742, the
Regulatory Flexibility Program
 
Dear Ms. Rupp:
 
As the trade association for Washington’s 122 state and federally chartered
credit unions, who have a total of more than 2.4 million members, the
Washington Credit Union League is pleased to have the opportunity to
comment on the NCUA’s proposed changes to the Regulatory Flexibility
Program.
 
This letter will focus on the Member Business Lending provisions of the
Regulatory Flexibility program.  The League is strongly opposed to the
proposed revocation of federal credit unions’ ability to grant member
business loans without a personal guarantee.  By revoking this priveledge,
the NCUA will be putting federal credit unions at a significant disadvantage
over both Washington state chartered credit unions and banks.
 
Well-established businesses with good credit history expect to be able to
borrow money without a personal guarantee of their owners/shareholders. 
By eliminating this possibility (or making it significantly more difficult
through the waiver process) for federal credit unions, the NCUA is assuring
that the businesses that are the very best credit risks will not borrow from
federal credit unions.  Far from expanding the safety and soundness of a
federal credit union’s member business loan portfolio, this action will reduce
the quality of the loans federal credit unions can grant.
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The League acknowledges that some member business loans have gone bad,
and in those cases a personal guarantee may have helped mitigate the losses
incurred.  It is important to note, however, that the losses occurred in the
worst financial climate in recent history.  Businesses failed, people were
ruined.  This was not a simple failure of underwriting, nor was the lack of a
personal guarantee the sole cause for losses.  In many cases, a personal
guarantee may not have helped at all—a personal guarantee is worth nothing
if the person has been ruined along with his or her business.
 
The League agrees with the NCUA that future member business loans should
be better underwritten, and some of the loans that would have been granted
without a personal guarantee in the past should have that guarantee.  But the
League does not agree that the decision to grant a loan without a personal
guarantee should rest with the regulator, rather than the credit union who
actually knows the business in question.
 
At a time when all credit unions are struggling to lend money because credit-
worthy members are not seeking to borrow it, why cripple federal credit
unions such that credit-worthy businesses will go elsewhere for their loans? 
The waiver process will in theory allow credit worthy businesses to borrow
money without personal guarantees, but most businesses will choose to
patronize other financial institutions where the process is quicker and more
convenient.
 
Thank you for taking the time to consider the Washington Credit Union
League’s comments on the proposed changes to Rule 742.  Please feel free to
contact me if you have any questions or would like clarification on any of the
issues raised in this comment letter.
 
Sincerely,
 
 
Mary Sroufe
Director of Regulatory Affairs
Washington Credit Union League
800.552.0680 x112
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Compliance a burden? Go see CAL – the League’s Compliance Answer Library
 

file:////c/www.waleague.org
http://www.fuzeqna.com/waleague/consumer/kbdetail.asp?kbid=115&ao=t

