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J@fie most pathetic person in the
vvorld s someone who has sight,
= but has no vision.’

—'_'_'._;——T_ -:_-I'—_ .., -
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e Helen Keller
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SiEliiRunions Wil BE The D gm..,
COLf unlty ﬁﬁ‘aﬂual IRSHEULIONS:

Merﬁ meniaiintanking mustry

- \/\/mle any CONVERNIENCE SEEKEers move to

FElion wide Mega-Banks, many personal
FQF cf seekers move to community based

= rtutlons

—

== l?eNovo commmunity banks become
" viewed as merely chartered to merge

. Credit Unions, particularly with
geographically based FOMs, will fill gaps &
meet those community needs



It's easy 10 see
T ard to foresee.”

== Benjamin Franklin
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> Mot Jme ortant account to persons of modest
means

NIore];v= nlngs come from checking accounts
> Cree” Unions become a more community based

T
- -'.Ih-_

"__l.'-“"” =If— MegaBanks vulnerable on personal
— :_a'cceunts

" CGredit Unions will return to their members 0)Y
paying CD-type rates on free checking accounts
with no minimum balance, no cost ATMs as a
great “differentiator” program
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- going to be,
_t where it is going.”

= Wayne Gretzky






B —

-

5J/r el I’Ea-l_&skf Baeedw

RISK BFlJr‘f]aC"i svstem n cc"-ﬂ'-'cc-'e

CUs | Jegulatory mainstream

RISK vve ghted ratio settles around 15% net
verr _,fapltal ratio

JJ Er Rlsk Based System, CUs are recognized as
g:—-r_— tremely well, If not over capitalized
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~ s \With Capital Risk Based, pressure on ROA is

- diminished somewhat as CUs invest more in
services/products/access points in their
communities
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I d Al See,
t en see enough
@ go even farther.”

— John Wooden
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RN ONI ASSETS AVE
0= 6070 ONMANNTA

> Nadefion Ulld EXcessive capltal IS
rJJmeJr Under Risk Based System

1S 3@ es mount to Invest more back Into
Q:E T.’nunltles and members, particularly
Gse of modest means

*Pegulatory pressures become more
realistic for ROA expectation with 15% risk
based net worth
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rmng\ youl SEe When you take
eyes off your goal.”

Henry Ford
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Mergers WJH ngr o ol reippieiticallve iniretie| ) 20):
VENGESS me y slow somewhat as assimilation takes place
1\/lr|mgg~m~»n ‘agreement structures will be more widely used

MzLely skl er credit unions will be saved by growth allowed
ireugr fi Risk Based capital and alternative capital

= ---93-_% | Credlt Unions stay credit unions, forgoing the
e onversion to bank” option, as CU charter enhances and CU
Ef—ﬁﬂmmltment strengthens

= 'Credlt Uniens that remaining will be larger with more assets
~ and resources (Small Credit Union definition around $100M)

e Although fewer CUs, financially much stronger




Of)
SIVENEgUlateRy/AIestictio) ey IMErgers
l.]r: nate viaklereptien o many credit UnIons

o A alt unt|I Credit Unions are on their death bed
rore aowmg needed and voluntary mergers

LI‘" {) implement Risk Based Capital, FOM growth
15, necessary merger approvals and management
ements to save struggling CUs

EStI’ICtIOHS by Congress or the regulators on the
== ﬁpportunlty to grow, diversify and succeed under the
~ Credit Union charter, thus creating more conversions to
Mutual Savings Banks and, ultimately, de-mutualization
Into stockholder owned Banks

e Bank-like CRA, If passed, will dramatically increase the
number oft mergers through burdensome regulation
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1\/|/ nie ::Er the future;.
r | going to be spendlng
est of my life there.”

Charles Kettering
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EONIYIess and' States WI|| still require an
rroorov' FOM for each Credit Union

- (rer t Union must define its own FOM
| \/\/ regulatory agency approval

= %Can be defined as Occupational,

5‘-":‘ ==

A’ssoc:latlonal or Community

-® Size will not determine FOM approval,
ability to serve safely and soundly will be
determining factor
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Proverbs 29:18
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siedit Unions will be larger, more dollars
mvolveg iesponsinility
”oru_rr-a will be leguired continuing education

SNBE0ards may be held to rigid accounting and

__.""'_'..... Thom—

ﬁers1ght responsibilities as per Sarbanes-Oxley

- Bﬂard Invelvement in industry associations will
~ grow and become more recognized

® Boards will continue to be a crucially strong
political arm of the Credit Union movement
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giiconlylimit e our realization:.

oJil morrow WI|| be our
doubts of today.”

e Franklin D. Roosevelt
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e IVIE RSEI\/IENT =OR DIR

STHIVIE CGNEI'-RIBUTIUNS

- \/\/er .—nr ACEL Responsibilities as duciaries,
SEINENIN/PE off Directer Compensation Will Be
r\urnorr 2d (Per Diem, LLeave or Compensatory.

Tlasle élmbursement or Other CU Defined
SEMPrwIthin Parameters)

> Qjﬁ pensated Directors Are Not Unprecedented
= iir Not-For-Profit Sector

*S‘ome States Allow This Today, One Board
- Member Allowed Compensation Under Fed Rules

~* Deemed as Necessary to Retain and Recruit
Directors as Fiduciaries of Larger Institutions

e Greater Recognition of Board Importance
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gillioLghout.th e centuries there,
WETE! r: en who took flrst steps
rlov\ “New road, armed: with
nc _mg put their own vision.”
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Ayn Rand



sicGitUnions Will'Retain F'QGE@;—
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SUNGEXENRIION REWATNG -
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it ‘f..c"ee"" voIven _,
aI argument and decumentation of
WI|| prevail on tax exemption for
1frUn|on earnings from Credit Union

lCeS

* Unrelated Business Income Taxation

~ remains in ongoing litigation over
Interpretation but remains a threat for
both state and federal charters




WBPACT OF TAX‘E”XEMP

~E) AlmﬂROU

- Craejr Up ,n charter V|ab|I|ty protected

n Bank v Credit Union battles with
mmunlty banks driving the battle

5 d Banks will work together on much

-l-l'_._ _—

=—"1¢ 1s|at|on and many regulatory issues

— 'JTQS Rullngs will keep related-unrelated business
- income (UBIT) issues as a battleground
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" CAUTION

r\Ho\\ g ‘the competitors to define CUs

fre re 1o knew the Issues and how to
éfend CU Tax Exemption (It Ain’'t The
éc)okles”')

-® Unwillingness to buttress structural
argument with documentation on the
three S’'s: Safety, Soundness and Service
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. s What you see.’

= Henry David Thoreau
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Trernene eﬁﬂgwthm

- C UJOJEM rgrow ramatlcally for offermg
ororluf s and services

2o mies of scale and sharing of risk will
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“UBIT could drive some credit union service
_-, =effer|ngs to CUSOs for wider markets

- CUSOs will exceed the number of Credit
Unions by 2020 — likely years before
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jave seen farther than
Jrna , 10 ISTI9ecalse | wWas
St emr g on the shoulders of
= glants.”

Isaac Newton
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S\VAN s erlng

o Balrlk Ser*c» ACE, ARt=VIor

r)fJ\/rlr/ éturlty 0 let-up
Oor~Jn OIf Opt-Out to become great debate on
rorua er legislation

2 JYle o)ffe documentatlon will be required, either by
';f aw, regulation or politically, on service to

_z_.__.—

- persons: of “modest means”

e Will drive mergers...unfortunately, over-
regulation will be THE leading small Credit Union
killer




el go where our vision is.”
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rrlmlm sredit Unions WI|| be recognized
GISH dmportant than branding
mrlmc E al Credit Unions

rme aS|zmg local member-ownership but

h-_"

et 1onW|de brand recognition,
.e. ACE Hardware model
-~ Canadas Desjardin model

® Requires major advertising dollars and
selfless cooperation
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\/\/HJ Oecorrw fleitlo); ienidesyithwirttaliyaalls
CUs orF |C|pat|ng

=2 YWYl ru- -plement nationwide CU ATMs

\/ S f* ‘contrast with Mega Banks who will
e er cooperate to branching level
g-ﬂ:::rf

Eemforces the national branding campaign

s Will have loan, as well as depository,
apilities
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SREATIE ABIFEERENT 2020

eIV Capital and' MBL restraints could lead to
iiistration with CUl charter and higher MSB
C onverJ ns than projected

y rru,@a' ‘would lead to wholesale MSB
= con\ ersions

‘ack of cooperation within movement could lead

m— S

—r

"‘: '“t@ cannibalization, missed opportunities in
pranding & shared branching of Credit Unions

e | ack of community involvement and emphasis
could sacrifice differentiation points with

Mega Banks in community
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“Active, sustained & effective advocacy
I u]t In taxation, costly CRA putting

aller- JSTout of business, more restrictions
J(I_}E 63' A as an arm of Treasury Department

e rt& “commitment to the Credit Union charter
E could spell the end of it
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~ ® Fallure to maintain an effective Dual Chartering
System would damage choices

e’ Assuming member loyalty without working to
keep building it could be fatal
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:j; and the DECISIONS
: that accompany the vision!
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