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January 23, 2008

The Honorable Harry Reid The Honorable Nancy Pelosi

Maijority Leader Speaker of the House

United States Senate United States House of Representatives
Washington, DC 20510 Washington, DC 20515

The Honorable Mitch McConnell The Honorable John Boehner
Republican Leader Republican Leader

United States Senate United States House of Representatives
Washington, DC 20510 Washington, DC 20515

Dear Speaker Pelosi, Senator Reid, Senator McConnell and Representative
Boehner:

On behalf of the Credit Union National Association (CUNA), | am writing to
encourage you to include two related provisions in the economic stimulus
package that would provide $5.7 billion in economic stimulus without costing
the taxpayers a dime. CUNA represents 90% of America’s 8,400 credit
unions and 87 million credit union members.

Credit unions have been making member business loans since their
inception in the early 1900’s. Prior to 1998, there was no statutory ceiling on
credit union member business lending. Congress imposed a 12.25% limit
on credit unions then to cap such loans in a manner similar to restrictions on
thrift institutions' commercial lending authority.

As a component of the economic stimulus package, CUNA proposes (a)
increasing the current member business lending cap from 12.25% to 20% of
total assets, and (b) increasing the minimum threshold for a qualifying
member business loan from $50,000 to $100,000. We believe this proposal
will provide immediate stimulus for a targeted segment of the economy that
may need assistance the most, specifically small business owners, at no
cost to taxpayers.

The front page of yesterday's Wall Street Journal proclaimed, “Credit Scare
Spreads in U.S., Abroad: Loan Terms Tighten for Small Business; Recipe
for Slower Growth.” Federal Reserve Chairman Ben Bernanke agrees. In
his January 17, 2008 testimony before the House Budget Commiittee,
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Bernanke said, "“More-expensive and less-available credit seems likely to
impose a measure of restraint on economic growth.” By increasing the
credit union member business lending cap, Congress has the opportunity to
inject a small amount of less-expensive, but available, credit into the small
business lending market. We estimate that these provisions would make
approximately $5.7 billion of additional, reasonably priced credit available to
the nation’s small businesses in the first year.

This proposal is targeted towards middle and lower income individuals. In
2001, the Department of Treasury estimate that 45% of credit union member
business loans went to households with incomes less than $50,000. The
Treasury report also confirms that credit unions that engage in business
lending do so in a safe and sound manner, with extremely low loan loss
rates. While credit union member business lending is a negligible share
(0.5%) of the overall commercial lending market, in segments of our
economy that need help the most, additional credit union member business
lending will benefit significantly.

Increasing the credit union member business lending cap to help stimulate
the economy is a reasonable and responsible approach that can contribute
to the overall package. CUNA encourages you to include this $5.7 billion
revenue neutral proposal in the economic stimulus package, and we have
enclosed proposed legislative language for your consideration.
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Credit Union National Association
Economic Stimulus Provisions

As a component of a broad economic stimulus package, CUNA proposes (a) increasing the current
member business lending cap from 12.25% to 20% of total asscts and (b) increasing the minimum
threshold for a member business loan trom $50.000 to $100,000. Thesc modest changes will provide a
measure of economic stimulus by allowing credit unions to help put more money into the hands of credit
union members who own and operate small businesses. And, it will not cost taxpayers a dime.

Background on Credit Union Member Business Lending

Credit unions have been making member business loans since their inception in the early 1900s. Prior to
1998, there was no statutory limit on credit union member business lending; however, credit unions are
currently subject to a 12.25% of total assets limit on member business lending.

The Department of Treasury released a study in 2001 that concluded that member business lending "is a
niche market for credit unions. Overall, credit unions are not a threat to the viability and profitability of
other insured depository institutions." In fact, a 2006 report by the Small Business Administration found
that credit union business lending represented 0.5% of the overall commercial lending market. According
1o the 2001 Treasury report, 45% of the business loans made by credit unions went to houscholds with
incomes under $50,000.

Effect on the Economy

Even though credit union member business lending represents a negligible share of the overall
commercial market, the impact of the MBL increase would be beneficial to many credit union members,
and the economy as a whole. As Federal Reserve Chairman Ben Bernanke noted in his January 17, 2008,
testimony before the House Budget Committee, “More-expensive and less-available credit seems likely to
impose a measure of restraint on economic growth.” By increasing the credit union member business
lending cap, Congress has the opportunity to inject a small amount of less-expensive, but available, credit
into the small business lending market.

1t is estimated that increasing the MBL cap from 12.25% to 20% of assets would make approximately
$5.7 billion of additional, reasonably priced credit available to the nation’s small businesses in the first
year. The cffects of this added stimulus on local cconomics would of course be greater than that because
of the multiplier effects of increased business spending.

Legislative Language

SEC. ___. LIMITS ON MEMBER BUSINESS LOANS.
Section 107A(a) of the Federal Credit Union Act (12 U.S.C. 1757a(a)) is amended by striking
“the lesser of--' and all that follows and inserting "20 percent of the total assets of the credit
union.".

SEC. __. DEFINITION OF MEMBER BUSINESS LOAN.
Scction 107A(c)(1)(B)iii) of the Federal Credit Union Act (12 U.S.C. 1757a(c)(1 X B)(iii)) is
amended by striking '$50,000" and inserting “an amount. not to exceed $100,000, that the Board
shall prescribe by regulation'.



