Talking Points/Q&A for CUs to Assist With Media Calls on
NCUA Action against Eastern Financial Florida Credit Union

To assist credit unions and leagues in responding to local inquiries concerning NCUA actions against Eastern Financial Florida Credit Union, below are Q&As and series of suggested sound bites that could be used with local reporters to the extent this story receives coverage in local media markets. 

Suggested Q&A:
Q: In light of this development, how can a credit union assure its members that their deposits are safe and that their CU is sound? 

· Answer: The most important point is that our credit union member deposits are safe and secure.  Credit unions like ours are federally insured up to $250,000 by the National Credit Union Administration (NCUA) and backed by the full faith and credit of the U.S. Government. We're strong and well-capitalized. 
· The federal government took over Eastern Financial in Florida—a state that has one of the most depressed real estate markets in the country.  According to the regulator this credit union was in declining financial condition, which is certainly not reflective of the credit union industry as a whole – which is very conservatively managed, particularly in its lending practices.
· Our credit union in particular has effective leadership, oversight, executive management supervision and direction from our board of directors to prevent unsafe and unsound practices and violations of laws and regulations.   

· As an industry, the loan delinquency rates (1.37%) and charge-off (0.84%) rates of credit unions are edging up in this very bad economy as you might expect, but they are still low compared with those of commercial banks which are approximately 2.93% and 1.28% respectively. 
· Our credit union is a great example. Our loan delinquency rate is only [____] and our capital level is [_____], which is (well above, above, right where) what our regulator considers “well capitalized.” 
Suggested sound bite: "The bottom line is that your money is safe and credit unions remain healthy overall. We recognize that there's concern over what's happened, but folks can be assured that ____ Credit Union is safe and secure, and that it's business as usual here. Member deposits are insured up $250,000, and we continue to offer the same level of high-quality service we always have. 

Q: I thought credit unions were safer than banks, and that a failure like this couldn't happen. You guys claim in previous articles to have stayed away from risky loans and the subprime mess. What's really going on? 

· Answer: Here are the facts:  We are in the steepest economic downturn since the Great Depression.   All types of businesses, including banks and even some credit unions, are feeling the strain.  States like Florida have been among the hardest hit. 
· Even a conservatively made mortgage loan can become troubled when it’s for a home whose value has declined 40% or more, or the mortgagee has lost their job. That is what’s happening in some markets and was a factor in the government’s decision to step in and conserve Eastern Financial.  
· The vast majority of everyday credit unions---including ours—are safe and secure. Your money is safe and federally insured. We're still making loans and we're still growing our assets and our deposits. 

· Also on the point of safety: Credit unions like ours are very well capitalized, stronger than you would find at most banks. As an industry, our average capital-to-assets ratio is more than 10%. That’s considerably higher than the 7% industry standard for being "well capitalized" and higher than the banking industry’s average of about 9%. 

· In particular our credit union is also well capitalized (state your capital ratio).  This capital cushion means we are well positioned to continue serving our members well even in the toughest of economic times. 
Suggested sound bite: The story remains the same. Every day credit unions like ____ Credit Union manage and grow a conservative lending portfolio. We're highly liquid and well-capitalized, and we are weathering the economic storm well. We need to be clear that Eastern Financial is a credit union in a very economically depressed state whose operations were not indicative of our industry as a whole, and certainly not ____ credit union.   With Eastern Financial, the government has acted to stabilize the situation and its services to its members are continuing without interruption. 
Q: Are credit unions in trouble with bad investments or business loans? 

· Answer: The vast majority of credit unions in this country are widely considered the most conservatively managed of financial institutions. 

· As an industry, the nation’s 8,000 credit unions—including ours—are healthy, sound, and still making loans to 92 million Americans in need of affordable and accessible credit.  

· Our delinquency (1.37%) and charge-off (0.84%) rates are edging up, but still low compared to those of banks at (2.93% and 1.28% respectively). 
· Even amid the economic downturn, credit union loan growth was 7% during 2008, up from 6% for the previous year. 
· Credit unions continue to actively lend this year, despite a difficult economic environment that has caused many other lending institutions to cut back.  The Credit Union National Association forecasts that credit unions will increase overall lending by 6% in 2009. 
· Credit union lending this year is expected to increase across all loan categories, including year-over-year growth in real estate lending (by 12%), and business (primarily small business) loans (by 14%). 
· Credit unions’ average capital ratio is a healthy 10.9% (capital to assets), well above our federal regulator’s 7% standard for being “well capitalized.” 
· Credit unions have a long and successful track record.  We’ve been providing small business loans to members since credit unions started 100 years ago. 
· Credit unions’ charge-off rate for small business loans is eight times lower than the rate for banks.  The average size of a small business loan at a credit union is only about $200,000. 
Suggested Sound Bite:” Again, credit unions are safe and secure. Members can and should know that their deposits are safe and insured. We're making loans of all kinds, including business loans, safely and well, and even witnessing growth this year. The vast majority of credit unions are financially safe and very health institutions." 

