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From the President’s Desk
Welcome to this inaugural issue of The Bridge. With this quarterly
magazine, the Federation seeks to inspire credit unions around the
country to connect their products and services to new and emerging
marketplaces.
Since 1974, the Federation has worked to organize, support and
nurture credit unions with a mission to reach underserved and
economically disenfranchised communities across the country. As the
financial services industry continues to shift and more Americans seek
alternatives to high-cost and increasingly complex banking instruments,
credit unions are presented with an opportunity to serve ever more
diverse populations and markets. To meet this challenge, the Federation
is broadening its focus to provide premier information, tools and
partnerships designed to help credit unions of all shapes and sizes to
best serve previously underserved markets.
With a foot in the worlds of community development, asset
building and municipal financial empowerment, the Federation brings
the innovative strategies, tools and approaches to reaching low and
moderate income Americans in a way that helps credit unions grow and
continue to build a loyal membership base. Moreover, the Federation
helps credit unions to better connect with partners in their communities
and regions. We serve as the bridge to connect the credit union industry
to local community economic development, safe and affordable
homeownership, social service delivery systems, and the vast network of
non-profit civic institutions that make communities strong.
The Bridge magazine seeks to probe, explore and share promising
practices in the industry for serving members of low- and moderatemeans, helping them to grow savings, borrow productively, and build
assets and net worth. Each edition will focus on a theme to probe
with in-depth articles and analysis. This first edition celebrates the
international credit union movement and the opportunities to learn and
share practices globally. We find tremendous commonalities with our
colleagues around the world and new ideas to pursue.
We hope you enjoy this edition and find inspiration in the work of
credit unions with their partners in community development and to
America’s underserved!

3 | the bridge

the balance sheet
as we now know it
BY GREGG STOCKDALE

Or, 36 more months of
pain for the traditional
credit union products

Food for thought:
investments as excess
liquidity or income?
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We have seen the financial melt-down of 2007.
Now in 2012, the repercussions are in full bloom:
interest rates are down for savings and loans, the
demand for new loans has all but dried up and
there is no relief in sight. The Fed has announced
QE-Unlimited (open-ended quantitative easing),
basically promising no rate increases until
sometime in 2015. What’s a credit union to do?
If you serve the “over-served,” you have a real
dilemma. There is a concerted race to the bottom
in an attempt to win the loan. The problem is—
you are being held hostage by the most aggressive
or dumbest lender in the marketplace. If you want
the business, you have to be lower than everyone
else. At some point, the rate earned will not cover
costs (we are already well below covering loan
losses). Just one loan in the portfolio going bad
can wipe out all the meager gains you thought you
had. Even the most efficient operation has a lowend limit. Do you know what yours should be? If
you think it’s anything higher than what you are
earning on investments… think again!
Food for thought: investments as excess
liquidity or income?
In the old days ( just a few years ago), we all
had strong loan demand and investments were
viewed as a liquidity issue. Now, they must carry
the load. With excess funds pouring in and loan
demand very soft, most are seeing all-time low
loan-to-share ratios. Something has to give. You
can’t just slash expenses and hope for the best.
Credit unions need to get their sharpest pencils
out and work the yield curve. Granted it’s not the
curve of a few years ago, but even with a modest
push in terms, you can double (or more) the
earnings on a “cash-like” account.
Sage advice in the past has been—don’t fight
the Fed. That’s true now as ever before.

The Fed is trying to get the big banks to lend by
making investments less attractive. Well, they
accomplished the latter, but not the former. And,
guess who’s suffering for it? That would be us
and our yield on investments, so be sure to seek
the help of experts for guidance and educational
materials to assist you in improving your yield on
investments.
If however, you serve the underserved, underbanked and members of modest income—good for
you! While the rest of the country is deleveraging,
the underserved still need good and inexpensive
credit. Even without gouging members, you can
easily double or even triple the rate you earn on
your lending. And, the really good news is that
this market pays their bills better than you might
think.
If your FOM includes members of modest
income, please look for ways to serve this group!
The loans may not be for the mega-amounts
we’ve seen in the past, but your portfolio will
strengthen and you’ll be in a better position to
come out of 2016 in sound financial condition.
One shining example of this is a Pay Day
Alternative Program. Our credit union has been
offering this program for a few years now and
with great success. We have included a savings
aspect in the advance, so members are putting
funds aside each time they take an advance.
Eventually they will amass enough funds to make
a share-secured loan instead of the higher rate
pay day loan.
We’ve had more than a few “graduates” from
the program and even members who have started
on their second savings account. Some members
tell us it’s the only way they can save. To get an
idea of how good a risk these loans are, we have
only booked $750 in losses out of more than

$300,000 in loans granted. These are small $250
to $750 loans with no credit report pulled. The
rate seems high from credit union standards, but
it’s 1/10 of what they are paying to the corner pay
day lender. We are exploring the pricing etc. of a
similar program using car titles for up to $1,500.
Credit unions love to R&D—Rip off and
Duplicate. We all need to break out of this
mentality. Find areas where your members need
help and devise your own program. We should
see a rich diversity of products and programs out
there… not just a cookie cutter knock-off of a
program someone else came up with.
Good luck to us all and I hope to see
everyone on the other side of 2015. We’ve taken
steps to ensure that, even with our city filing for
bankruptcy!

Gregg Stockdale is President/CEO of 1st Valley Credit
Union in San Bernardino, California. With more than
$35 Million in assets, 1st Valley is an LICU-, CDCUand CDFI-designated financial cooperative. Its field
of membership includes city employees and the entire
county of San Bernardino. 1st Valley Credit Union
has consistently been awarded a 5-star rating by
Bauer Financial.
Gregg can be reached at Gregg@1stValleyCU.com
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cover story

a recipe for success
How a Small Credit Union in Upstate New York Became
One of the Fastest Growing Credit Unions in America
John Felton is not your ordinary credit union
CEO. He stands out from many of his peers
because he brings a certain spice to the culture of
his financial cooperative, nestled in the rolling
hills and valleys of southwestern New York State.
For the past 25 years, John has been dishing up a
special member experience of credit union values
in such a way that scores upon scores of folks
have added their name to his membership roster,
earning Southern Chautauqua Federal Credit
Union the distinction of being the fastest growing
credit union for its asset size in the state.
John does not claim that his recipe for success
is a family-owned secret, although he humbly
acknowledges it has been in his family for as long
as he can remember.

A credit union playpen

John Felton
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“I literally grew up crawling around in my diapers
with members coming to the credit union office
in my parents’ house,” John recounted. “I thought
everybody had a credit union office in their
home.”
Back in the early 1950s, employees of the
Falconer and Frewsburg School Systems joined
together to create the Supervisory School District
#2 Federal Credit Union. Its office was shuff led
from one place to another until 1966 when it
moved to Jamestown and the home of John’s
parents, Jack and Jerry Felton. Not only were Jack
and Jerry teachers in the Falconer School District,
they were also the managers of the credit union.

Pursuing a different career

When John thinks back to his childhood, he
remembers watching his mom write car loans
while he sat nearby, drinking his bottle. As he
grew up, surrounded by the day-to-day activities
of the credit union, John learned all the right
kinds of ingredients that go into making a credit
union more than simply a place to save and
borrow money.
“One of the school districts we served was 50
minutes away,” John recalls. “Imagine that. People
would drive 50 minutes each way to get a car loan
from Jack and Jerry Felton. There had to be a
reason for it,” he mused.
John points to the way his mom and dad
always based their decisions on what was best
for the individual sitting on the other side of
the desk. “They knew how to treat people,” John
noted, “and the people looked upon my parents as
a trusted financial resource.”
John’s parents were known for always giving
members a straight answer. They’d be heard
telling members, “That’s not a good car deal. You
should go back and renegotiate.” Or, “That’s too
much car for you!” They were just as comfortable
saying no to a member for wanting to buy too
much car, as they were to a member who lacked
budget management skills. While it was no secret
that they would help any member get through
the summer months with a $500 loan, they would
first counsel and teach budgeting skills before
approving a more substantial loan.
“My mom and dad’s philosophy of always
doing what’s right for the member turns out
to be what’s right for the credit union. This
philosophy was engrained in me and today it is
the foundation for our credit union.”
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While John’s early years found him growing up in
a credit union environment 24/7, it may come as
a surprise to learn that a credit union career was
not his first choice.
“I always wanted to be a chef and to run my
own restaurant. My younger brother was the one
we thought might be interested in a career at the
credit union.”
However, destiny had another plan for
John, albeit one associated with a rather sad tale.
During the course of his studies at Rochester
Institute of Technology, John’s brother was
diagnosed with cancer and ended up losing his
battle to this dreaded disease. With his brother’s
passing, John’s parents turned to him as their
successor. Although John had been working in
restaurants in the evenings, he immediately
started to devote his mornings and afternoons to
help his mom run the credit union.
“It didn’t take me long to figure out that
whether you are serving a steak or booking a
car loan, it’s really all the same. It’s about the
experience. Every time we book an auto loan,
we recognize it as an opportunity to serve our
signature dish and we hope our members will
rave about it.”
Today, John is quick to point out “I’m not a
banker. I’m a restaurateur. You fight for every
customer who patronizes your establishment.
You want people to come in and you want them
to come back. It’s the returning customer who
makes the restaurant a success, the regulars who
tell other people why they love the restaurant.
The same holds true in the credit union. The
satisfied member who shares his/her positive
experience helps to build the credit union’s
reputation in the community. I often hear other
credit union executives decry the lack of loyalty
among the membership. At Southern Chautauqua,
we believe that loyalty must be earned with every
interaction, and satisfied members will come back
time and again. We have loyal members.”

Hard lessons
Once John took on fulltime status at the credit
union, he considered the timing right to grow
the balance sheet beyond its $5 million in assets
and to move the offices out of his mother’s house
and into a more appropriate venue. John and
his team got the ball rolling by becoming more
involved in different school districts and inviting
other teacher-based credit unions to join them as
merger partners. At the same time, community
credit unions were making their appearance and
that appeal caught John’s eyes and that of his
board as well.
“Because my board were all teachers and
believed firmly in education and that we could

help people, they were fully supportive when
I proposed that we make a difference in the
community in which we live. So, we decided to
apply for a community charter.”
Since Chautauqua County is a low income
county; a pay-check to pay-check county, during
a conversation with an NCUA examiner, John
suggested that they investigate the benefits
of becoming a low-income designated credit
union. “I didn’t know all the benefits of it nor did
the examiner, yet very naively, we decided to go
for it.”
Once the credit union was granted a
community charter in 2004, John remembers
everything growing by leaps and bounds.
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“I spent a lot of time developing relationships
and listening to members tell their stories. I made
a lot of car loans quickly, and in about 18 months,
it all headed south. Delinquencies started to
increase. We recorded losses even though income
was extraordinarily strong. We found out that
dealerships and people were taking advantage
of us, and I learned that I was not as smart as I
thought I was.”

The value of CDFI designation
“Because we were growing as fast as we were, it
was a challenge to build enough capital internally
to maintain an above 10 percent capital ratio. So
we had to put the brakes on. Capital was falling
below 7 percent because of growth, not due to any
lack of profitability.”
John knew his credit union had to slow down
because it could not build the required capital.
This is when he realized the value associated
with the Community Development Financial
Institution (CDFI) designation.
“The Federation reached out to us shortly
after we received the low income designation.
In the beginning, we really didn’t know how
much we didn’t know. The Federation was an
exceptional resource, providing us with guidance
and advice, but also giving us the time we needed
to embrace the implications that this new chapter
(CDFI designation) would hold.”
The proof was in the pudding. The CDFI
designation proved to be a tremendous benefit to
Southern Chautauqua FCU. By collaborating with
the Federation, John and his credit union were
able to successfully navigate the process and reap
the rewards.
“We’ve expanded our mission to benefit not
only our members, but also our communities.
We’ve forged new partnerships with service
agencies that allow us to make a difference in
the lives of working folks who struggle in this
area and economy. We also continue to seek
prospective causes, organizations and issues
where we can bring our resources to bear for the
benefit of the county.”

Road to recovery
In addition to addressing capital requirements,
John also realized that his credit union could
not be everything to everybody. He found
himself returning to the basics, all which
served to govern his credit union so well since
its inception. Noting the difference between
the working poor and the unemployed poor, he
concluded that if Southern Chautauqua Federal
Credit Union was to help individuals, then it
must focus on those who need a hand-up and not
a hand-out.
“We focus on working people, those who
struggle to make ends meet. My staff would
be the first to tell you that not one among
them was born with a silver spoon. They can
empathize with the young family whose income
decreased when the new baby was born. They
can empathize with the member whose position
was eliminated due to budget cuts. My staff
knows the members, their families and their
circumstances; thus taking great pride in helping
a family bounce back from d-paper status to
c-paper, b-paper and beyond. There is great
satisfaction in opening doors for people and
making a real impact on a family’s future.”
However, being designated a community
development credit union (CDCU) does not mean
staff automatically buys into the sob stories
of every person who walks through the doors.
John believes that’s often the misconception
associated with the CDCU designation. He’s
quick to set the record straight by calling
attention to the purpose of Southern Chautauqua
FCU and its responsibility as a CDCU; to focus on
the working poor.
“We are an organization that believes we
know how to help people and we’re going to work
with those people as a resource, not a charity,” he
adds.

Spicing up the credit union culture
John couldn’t be any more proud of his staff and
rightfully so because he realizes they are key to
serving members and growing the credit union’s
relationship with them. This all explains why
John invests in his staff as he does.
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“I believe that one of the things we do well
at Southern Chautauqua is inspire the staff to
rise up to the challenges that we face in our
area. Chautauqua County is a low income area.
We have a job to do; we will raise the standard
of living in this county. We talk about it, we
rejoice in our members’ success and we learn
from our missteps. From the highest levels of
management to the front line staff, we all know
what our purpose is and I empower the staff to
make decisions based on what is best for the
member. Knowing that we will make life better
for our members, neighbors and communities is
the reason why we open the doors every day—
financial transactions are but one of the many
things we do.”
John also developed a profit sharing
program for staff to further ensure a high level
of performance. One of the components of the
profit share program is continuing education.
Southern Chautauqua staff are given the tools
and financial incentive to make the credit union
vision a reality.
“It was important for staff to understand
that the better the organization does, the better
they would fare. At the end of the year, all
staff gets a reward that’s based on our overall
performance. That got staff to buy into our
purpose all the more. They love their job; they
love what they do and they love seeing families
raise their standard of living.”

Joy of saving
One of the ways Southern Chautauqua FCU
lives up to its decades-old reputation of being
a financial resource is by teaching people the
value that comes with saving. The credit union
launched a savings program back in 2007 and
John recalls watching a young girl save up $38
which she proudly withdrew at the start of the
summer and bought a bicycle.
Seeing this take place was troublesome for
John because he wanted his credit union and
its savings program to impact a person’s life,
not a person’s summer. So the credit union
reorganized the program to teach goal setting
and specifically the joy that comes with saving.
“We go to schools now and the kids scream
back at me when I say, “Friday is . . . save day.”
We start working with kids in the second grade
and we’re now in five school districts and in the
process of adding two more. I take $10 thousand
dollars, mostly in twenties, and I dump it on a
table in front of these kids, and I tell them that
I need them to help me make my dream come
true, that they all graduate with this $10 thousand
dollars.”

The result John sees from teaching the joy of
saving is more than gratifying in his estimation.
“We have some classrooms with close to 50
percent participation. We’re having more kids
jump in on the third grade level than ever before.
Seeing these kinds of results, I really think I was
put here on this earth to help people understand
the joy of savings.”
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A recipe for success
In many ways, Southern Chautauqua Federal
Credit Union is no different than any of the
thousands of credit unions scattered throughout
the U.S. In many other ways, it is different and
it’s obvious to see why.
Its recipe for success starts by combining
a restaurateur’s talents with the life blood of a
culture nourished on credit union values. Add to
that the CDCU and CDFI designations and the
way staff meticulously attends to the needs of
each member. And, don’t forget to include the
spices: being the fastest growing credit union in
New York State, membership-wise; having the
second highest loan-to-share ratio in the state
for its asset category; and seeing the majority of
people that come through its front doors, do so
because they were referred.
Mix all those characteristics together and
give it some 50 years to mature. That’s Southern
Chautauqua Federal Credit Union, the financial
resource for the working poor of southwestern
New York.
John Felton can be reached at JohnF@665-7000.com

By Emphasizing Cooperative Roots,
Community Development Credit Unions 		
			Can Demonstrate Values Matter
			in the Marketplace
BY ADAM SCHWARTZ, CUDE

“Cooperatives are a reminder to the international
community that it is possible to pursue both economic
viability and social responsibility.”
								

—Ban Ki-moon, UN Secretary General

Credit unions have the potential to fundamentally
change how the vast number of people in this
country conduct their financial services, but they
will not achieve it through advertising campaigns
based on rates or the latest gadget.
As I see it, the keys to distinguishing credit
unions in the marketplace are:
• Ensuring that employees, members and the
		 community understand and utilize the 		
		 cooperative business model to its full potential,
• Enhancing their role as a core leader in the
		 community by associating with other 		
		 cooperatives and similar types of organizations,
• Supporting cross-sector cooperative efforts that
		 lead in creating a more cooperative 		
		 economy; growing cooperative businesses,
		 building legislative allies, and impacting
		local communities.

A “cooperative culture” doesn’t just happen, but
if leaders take meaningful concrete steps to build
this culture, the cooperative model will thrive and
flourish. Organizations that emphasize principles
and values lead to greater engagement among
employees and members for the long term.
Here are the seven steps needed to create a
cooperative culture:
1. Understanding what it means to be a 		
		cooperative;
2. Believing in the seven cooperative principles
		and values;
3. Creating the culture in your cooperative 		
		 through purposeful actions;
4. Measuring your progress; what gets measured
		gets done;
5. Managing the process by establishing a process;
6. Marketing to both internal and external 		
		audiences;
7. Sustaining it, so the culture lives on long past
		 any one individual.

Unleashing the Power of Your Cooperative
If your employees and board members embrace the
cooperative business model as a key ingredient to
success, they will create an inspired organization
with a true sense of purpose. Numerous studies
have shown that when people feel they work “for
a cause,” rather than just “a paycheck,” their job
satisfaction and quality of life are greatly improved.
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Values
Matter

Seek Out Other Cooperatives

How do we go about finding the cooperatives
and other like-minded organizations that already
exist in our communities? How can we begin the
process of organizing them for mutual business,
legislative and social reasons?
In many cases it may be as simple as creating the
will and culture that encourages employees and
board members to embrace and engage with other
organizations. Many credit unions may be doing
this already on an informal basis. By formalizing
the structure it will attract more participants and
allow for measurement of the progress.
The Valley Cooperative Business Association in
rural western Massachusetts and other efforts
in Seattle where they host Coopalooza, a familyfriendly event showcasing co-ops from all sectors,
are some examples of efforts currently underway
with local credit union support. Others include the
Austin Cooperative Think Tank, Madison Cooperative
Connection and the Philadelphia Area Cooperative
Alliance.
As cooperatives based in the community, cdcus
have the power. Will they use it?

Adam Schwartz, cude, is the founder of The Cooperative Way,
a consulting firm dedicated to helping cooperative businesses
succeed. He has served the cooperative movement for 20 years in
a variety of capacities. Adam has appeared on msnbc, cnn,
and in many print publications.
He can be contacted at aschwartz@thecooperativeway.coop.
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Members Matter
MOST
BY CHRISTINE MOORE
On International Credit Union Day 2012,
Manchester Credit Union marked 21 years
of service to its members with a celebration
in Manchester Town Hall. Attended by
300 members, representatives of partner
organizations and city dignitaries, the event
recalled the origins of the credit union in one
of the poorest parts of the city and reflected on
its transformation into an expanding financial
institution now serving 10,000 members
throughout the city.
It was in 1991 that Manchester Credit Union
was formed by a small group of volunteers
in the back of a church hall in a run-down
neighborhood of Manchester. The recession
of the early 1990s meant times were hard.
Unemployment was at record levels and most
people in the neighborhood were surviving on
low wages or welfare benefits. Yet high-cost
loan companies operated freely, only adding
to the financial difficulties of hard-pressed
local families. In was in direct response to
the financial hardships of the time that the
volunteers came together to try to make a
difference in the lives of their families, friends
and people in the community.
These early volunteers were not professional
people. They were not accountants, marketing
experts or economists. Most were local women
concerned about the people in their locality,
others were church workers who had some
basic skills in organizing and keeping financial
accounts. Most important, they were united by
a sense of social purpose and a strong desire to
create a credit union that put people at its heart
rather than profits. They were deeply embedded
in social and community networks and saw the
credit union contributing to the development of
their community at a very local level.
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In Britain at that time, community development was often seen as local neighborhood or
sub-neighborhood intervention. Its focus was
often on the personal and social development
of individuals through participation in highly
localized actions. It was the same with the credit
union, and remaining small and localized was
part of its attraction.
By 1998, after seven years of development,
the credit union still only had 131 members. At
the time, there were 15 other credit unions in the
city operating in a similar way; and the collective
vision was to create 100 localized neighborhood
credit unions throughout a city of a population of
just 440,000 people.
However by 1999, the British credit union
movement had begun to realize that its approach
to credit union development was flawed and not
built for long-term success. Credit unions, such
as Beswick and Openshaw, as Manchester Credit
Union was known at the time, were not built for
growth and were ultimately unsustainable.

From that time, a process of modernization
and transformation has taken place in the British
credit union movement, including in Manchester
Credit Union. New business and development
models were introduced and many small credit
unions came together to form larger institutions.
In 2007, three other credit unions transferred
into the original Beswick and Openshaw
Credit Union to form what is now Manchester
Credit Union.

In this process of change, the commitment
to community development remains, albeit
understood somewhat differently. The credit
union is no longer just a micro-intervention to
engage small groups of local people at a grassroots level, even though many of its localized
community branches remain and thrive.
The credit union has grown and is now more
strategic. Community development interventions
are now seen more in terms of engagement
and partnerships with social housing providers,
employment services, local companies,
municipal bodies, and educational institutions
in order to ensure that the benefits of credit
union membership reach many more people
throughout the city.
At the celebration in Manchester Town Hall
on International Credit Union Day, four of the
original volunteers, two in their late eighties,
were given pioneer awards to recognize their
lasting contribution to the credit union. In
recalling their sense of mission and social
purpose, the event highlighted the fact that at
the centre of all credit union financial service
delivery and partnership interventions must
be a care and a concern for people and for
communities.
Marking the International Year of Co-operatives at Manchester Credit Union was very
special, as the credit union serves the Greater
Manchester Borough of Rochdale, the home of
the co-operative pioneers. Those 19th century
pioneers, alongside Manchester Credit Union’s
20th century pioneers, focus the mind on the
fact that members matter most, and that is what
makes our movement distinct from any other
financial service provider.
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With a varied background including finance,
homelessness, and youth and community work,
Christine Moore finally found her vocation working
with credit unions in 1992. Since then, she has
undertaken a variety of roles within the credit union
movement, both paid and voluntary, including setting
up credit unions, training, activist, and board member.
Christine became manager of East Manchester
Credit Union in 2000 and is now proud to be Chief
Executive of Manchester Credit Union, which aims
to become a major force for financial inclusion in the
Greater Manchester City Region. In her spare time she
enjoys travelling, being active in the countryside and
in especially doing all of these with her two granddaughters. She can be contacted at:
Christine.Moore@manchestercreditunion.co.uk

Meeting the Needs of Low and Moderate
Income Consumers:
			The Building Blocks for Sustainable Programs
BY PA BLO DEFILLIPI , CUDE
NCUA’s fast track process to provide low income
designation to eligible credit unions will
dramatically change our industry. The implications
of these changes will be significant as more high
capacity and high impact institutions recognize the
opportunity as well as the imperative surrounding
low and moderate income (LMI) consumers, and
what they represent for the future relevance of the
credit union system.
The low income designation provides valuable
tools for eligible credit unions to better serve their
existing and future members, and it opens the door
to access external resources to increase institutional
capacity. The LMI designation, along with the
Community Development Financial Institution
(CDFI) certification and affiliation as a community
development credit union (CDCU), provide the
building blocks to develop sustainable programs to
meet the financial needs of LMI members and their
communities across the nation.

Low Income Designation
Low Income Designation is provided by the
National Credit Union Administration. To obtain
the designation, a credit union must demonstrate
that the majority (at least 50.01 percent) of its
members are low-income as defined in Section
701.34 of the NCUA Rules and Regulations. Section
701.34 defines low income as earning 80 percent
or less than the median family income for the
metropolitan area where the member lives or
national metropolitan area, whichever is greater.
Low Income Designation gives a credit union
certain special powers, such as:
• The right to accept non-member deposits
		 from any source up to the greater of $3 		
		 million, or 20 percent of total shares unless
		 a greater amount is approved by NCUA’s
		Regional Director;
• The right to accept supplemental (secondary)
		 capital, which is deeply subordinated debt
		 that counts towards a credit union’s net worth;
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• Exemption from the 12.25 percent of assets
		 statutory cap on member business lending;
• The right to provide transactional services to
		non-members;
• Access to NCUA’s Community Development
		 Revolving Loan Program, which provides loans
		 and technical assistance grants;
• Access to NCUA’s economic development
		 specialists (for eligible credit unions);
• Additional latitude with field of membership
		 expansion opportunities, working with “poverty
		 alleviation agencies;” and
• Regulatory flexibility. In 2010, NCUA published
		 a Supervisory Letter 10-CU-01, Supervising Low
		 Income Credit Unions and Community 		
		 Development Credit Unions that explains some
		 regulatory flexibility Low Income Designated
		 credit unions can exercise. The letter was
		 recently incorporated into the Examiners
		Guide.
Low Income Designation addresses some of the
most pressing system needs: access to supplemental
capital, MBL lending and FOM expansion. As
far as sources of secondary capital, in 2010, the
Federation persuaded the Treasury Department to
include credit unions in their one-time Community
Development Capital initiative, which resulted
in $70 million invested as low-cost secondary
capital in 48 credit unions across the country.
We’re now exploring the feasibility of establishing
a mechanism through the CDFI Fund to issue
bonds to securitize secondary capital to and loans
generated by CDFI certified credit unions and
other types of CDFIs. The Federation, through its
Community Development Investment Program, is
the largest investor of secondary capital loans in the
credit union system.

Community Development Financial Institution –
CDFI Certification
The US Treasury Department’s CDFI Fund
developed a process to certify Community
Development Financial Institutions in 1996. To
obtain the CDFI certification, credit unions must
have a primary mission of promoting community
development by providing activities directed
towards improving the social or economic
conditions of low-income people or residents or
target markets, and demonstrate that at least 60
percent of their financial services activities are
directed to low-income consumers and underserved
populations.
CDFI certification makes credit unions eligible to:
• Participate in and/or receive financial
		 assistance and technical assistance awards
		 (up to $2 million a year);
• Receive deposits from institutions
		 participating in the Bank Enterprise Award
		Program;
• Utilize the CDFI Fund Community Investment
		 Impact System to measure and demonstrate
		impact;
• Participate in other government programs such
		 as the Community Development Capital
		 Initiative (CDCI) that the US Treasury 		
		 Department offered in 2010 through which 48
		 credit unions received $70 million in long		 term and low cost secondary capital, or the new
		 CDFI Bond Guarantee Program that’s expected
		 to be launched later this year that will offer
		 access to long-term lending capital (such as
		 mortgages) or secondary capital;
• Participate in the Federal Home Loan
		 Bank’s community development program,
		 which provides low cost lines of credit to
		 promote affordable housing lending programs;
• Participate in the Bureau of Indian Affairs (BIA)
		 loan guarantee program; and
• Future participation in the CDFI Bond
		 Guarantee Program that may become the
		 largest source of secondary capital ever made
		 available to eligible credit unions.
As of June 30, 2012, there were 999 CDFIs listed
by the CDFI Fund. At 22 percent, credit unions
represent the second largest subset, which is also
growing at a much faster rate of any other CDFI.
Since its inception, the Fund has provided almost
$1.4 billion to CDFIs, of which more than $130
million has been awarded to credit unions.
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Just two years ago, there were less than 150 CDFI
certified credit unions even though most, if not all
low income designated credit unions, are eligible.
The biggest obstacle had been the cumbersome
process applicants needed to go through to
obtain it. In response, the Federation developed a
methodology based on a statistically valid random
sampling of borrower’s income that greatly
streamlines the process. Most of the credit unions
that have been certified during the last 2 years have
benefited from this methodology. The Federation
has assisted more than a hundred credit unions
with their CDFI certification and/or recertification
process.

Community Development Credit Union – CDCU
CDCU is a designation obtained through
membership with the Federation. It identifies a
credit union’s mission of promoting community
development and commitment to financial
inclusion by extending sustainable and equitable
services to low and moderate income consumers, as
well as underserved communities and marginalized
populations.
Currently there are CDCUs in 44 states, from
Vermont to Hawaii, bringing financial services to
those who need them most. CDCUs can be found
in rural areas, inner cities and on reservations.
Some have community charters while others are
occupational, faith-based or multiple-group. CDCUs
also vary in size, from some of the smallest credit
unions to those with more than $1-billion in assets.
By becoming a CDCU, a credit union gains access
to these Federation services:
• Capitalization Program (a $60 million fund)
		 which offers below-market, long-term non		 member deposits, secondary capital, risk		sharing deposits;
• Wide range of services and programs
		 specifically designed to assist credit unions
		 serving these underserved markets;
• Expertise—including specialized consulting
		 services delivered through CU Breakthrough
		 (a network of community finance experts and
		 practitioners with a demonstrated track record
		 in asset building and financial inclusion);
• Representation and advocacy with the CDFI
		 Fund and NCUA on issues concerning low
		 income and CDFI-certified credit unions; and
• Knowledge around issues specific to financially
		 underserved communities and low income
		consumers.

In addition, CDCUs are well known to the
funding community and specifically recognized
by the US Treasury Department’s CDFI Fund.
Affiliation with the Federation helps credit unions
meet one of the CDFI certification criteria—stated
mission of promoting community development.
Fannie Mae specifically recognizes CDCUs as
“preferred lending institutions” for its Special
Affordable Housing Loan Goals.
The vast majority of the credit unions affiliated
with the Federation and involved in community
finance are also low-income designated and/
or CDFI certified. Although these terms are
often times interchangeable, there are important
distinctions that ought to be taken into account,
as together, they provide a formidable toolkit of
resources, regulatory flexibility and expertise that
can make a huge difference in the ability and
capacity of credit unions to provide viable solutions
to the needs of LMI markets.
For almost forty years, the Federation has worked
to create new resources to help credit unions better
serve their members. It has raised tens of millions
of dollars of capital, pioneered new programs, won
regulatory powers, and opened doors to public and
private resources.
A big part of the Federation’s role is to expand
access to resources that low income designated
credit unions can use to better serve their members
and underserved communities. The CDFI Fund was
created in great part through Federation efforts and
of the others in the community development field
to increase the capacity of financial institutions
serving this market.
Given that the vast majority of CDFI-certified
credit unions are Federation members, we are the
primary advocates for community finance and
community development issues, and a significant
part of our efforts focus on the CDFI Fund,
which continues to be a key component of this
administration’s community revitalization strategy.
We believe that credit unions are the most effective,
equitable and sustainable type of CDFI, which is a
function of both governance, structure and mission.
Earlier this year, the CDFI Fund released a report,
CDFI Industry Analysis – Summary Report, which
provides hard data to support the key comparative
advantage of CDCUs over CDFI loan funds. The
paper shows that every dollar the CDFI Fund grants,
a median loan fund generates $1.10 in financing

17 | the bridge

capital, while the same $1 granted to a median
credit union generates ten times that amount. Even
better, CDCUs are self-sufficient, and they leverage
their capital from the same communities where
they lend.
That’s exactly the message we’ve been sending to
the CDFI Fund, among other things that would help
us level the playing field for credit unions. Our goal
is to ensure CDCUs get an equitable share of CDFI
funding.
The Federation is the credit union authority
in all things CDFI. I invite you to read a study
we produced, entitled Credit Unions, Community
Development Finance and the Great Recession. This
publication was recently released by the Federal
Reserve Bank of San Francisco, as part of their
Working Papers series. The paper offers the most
detailed history to date of the role of community
development credit unions (CDCUs) within the
Community Development Financial Institutions
(CDFI) movement; shows how federal investments
helped preserved and expanded CDCU services
during the Great Recession, and recommends ways
to strengthen CDFI depository institutions of all
types through best-practice models and innovative
collaborations to increase impact.
For more information, visit www.cdcu.coop.

Pablo DeFillipi is the Director of Membership at the
Federation. He can be reached at Pablo@cdcu.coop.

Who we are

What we do
C APITAL

G ROW TH

More than $50 million in
capital to invest in credit
unions as non-member deposits, near-equity secondary
capital loans, risk-sharing, anti-predatory PRIDE™ deposits,
CDCU Secondary Market for
your mortgage loans.

Our CU Breakthrough™ technical services can help with
CDCU Organizing, obtaining
CDFI Certification, applying
for Low Income Designation
or Charter Expansion, developing Strategic or Secondary
Capital plans, and more.

LE ADE R SHIP

INNOVATION

Today, our members serve more
than 1.8 million residents of low
income communities with nearly
$12 billion in combined assets.
We’re proud to support our members at the forefront of growth
and innovation. Together we can
shape an even better future for
cooperative finance in America.

Invented secondary capital
for low income credit unions,
co-founded CDFI Coalition,
helped create CDFI Fund,
CDCI & CDFI Bond programs,
NY State CDFI Fund, shaped
NCUA Final Rule on Low
Income Designation.

Leading edge programs
include the Better Directions
program for older adults,
Borrow and Save payday loan
alternatives program, BEST
Accounts and BEST Internships
for people with disabilities,
Partnerships, Exchanges.

Join us.

K NOWLE DG E

IMPAC T

Educational opportunities
include the CDCU Institute™,
Knowledge Networks for
Faith-Based Credit Unions,
Disability and Latino credit
union initiatives, Research and
Publications including CDCU
Financial Trends Reports,
and more.

CDCUs protect and build
assets in communities, reduce
predatory lending, promote
homeownership, increase
financial security for individuals, and contribute to
improved public safety and
increased property values.

We’re the National Federation of
Community Development Credit
Unions. Our mission is to help low
income people and communities
achieve financial independence
through credit unions. Since 1974,
we’ve helped hundreds of credit
unions extend their services and
increase their impact in some of
our nation’s poorest communities.

We’re growing.

Federation membership is an
essential investment in the future
of your credit union and your
community. Membership costs
far less than you’d expect, with
Associate Memberships starting
at just $50.

National Federation of Community Development Credit Unions
info@cdcu.coop | 39 Broadway, Suite 2140 | New York, NY 10006–3063 | 800 437 8711 | www.cdcu.coop
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