TTooTy o avwae 4AverY I'AA A1 J1l4 447 4007 WOODSTOCK INS.

doo:
)P

Woodstock Insttute

B ok Bllsetias VIA FACSIMILE (703) 518-6319
(({?1‘::10' M. Hill, Sr.
Churles TTIL & Assocnes, Ine.

Viee Chair March 28, 2006
Heginald Lanwis

Stz nl New Jorey

Deparement of Feucutinn

Abhatr hnpleinentatinn

?_uu‘mlury'. e Ms. Mﬁf)’ Rupp g
Aot Clitite Secretary of the Boar ;
il National Credit Union Administration HARZ3'06 s 8:55 BOK
Pau Donidel #1775 Duke Street

Alexandra, VA 22314-3428
Members
s g e R Re: Woodstock Institute Comments on Proposed Rule . rt 701.1
52?:7.?1'.?‘ v Dear Ms. Rupp:
‘Thonios Fitagtibhon )
:I" “A'"“"“'.“’ T am wriling from Woodstock Institute in Chicago, a 33~y ar old research and advocscy
e e nonprofit and a national leader in credit union research. 7 1 purpose of rhis letter is.to
Eennmenie Uppoccunity cxpress our opposition 0 the proposed changes (o the National Credit Union
5:::;;";';"";:"““";"/ Administration chartering and field of membership polic: addressing the expansion of
Fealeral Crodir Unun credit unions into underserved areas. There is substantial ¢ 'idence that many large credit
Lisn Lowe unions have been ineffect ve at serving lower-income pe ple, and we believe that any
Lovinse findurg LT regvilation that limits their ability to do go in the future shou | be opposed.

Michual Machell
Mitehell Development
Consnleants, Inc. I'ﬂtl‘o dnction

Maty Nelunn. PhL.
Berhel New ale, [ne

The Federal Credit Union Act emphasizes the role of credi’ unions in providing affordable

Seuphon erking, b1, . . . . . .

Cenier fur Nusghbothood services and credit to consumers with modest incom: s, The legislation’s purpuse,
e according to its preamble, is “to make more available (o ¢ ople of small means credit for
[ L — provident purposes through a national system of cooperativ- credit.”

The Nowdiern Subuirhs

Sundra P. Schuinfuld #n.D. - Credit unions offer afferdable services that are esse dal to asset developmen: in
webniee {L o L A N N . .

I ATl underserved communities, including savings and checking accounts, loans, check cashing,

Ulapan Ul Cenier £e Chiien WiTE transfers. and financial counseling. The Institute h. s published several reports on

arthe Unneoiry o Ghicamn oo ymunity development credit unions (CDCUs) and lo -income credit unions, wiiose
{f:ﬁf‘,}',“w’f:‘.::,';:lnp"’.',';:.',,““ mission is to provide loans and services to disadvantagec consumers. CDCUs are a very

" diverse category of credit unions that support communit: development. Members of the
e ahentoid National Federation of CDCUs serve urban and rural con nunities in all parts of the U.S.
1903 e Further, CDCUs often work in predominantly minority cc amunities and may be affiliated

p—— with community-based organizations or churches.’

President
Muorva Willivma, Phid).
Seniar Vive Prosidenr

Patrivin Wonds-Heasing
Administonive Directar

o el iFor more informution on fhe products und sorvices affercd by low- come credit unions sce Williams, Marva.
Chiougo, Illinois 60605- 1138 “[inancial Services for People of Modest Mesms: 1.casong from Low-Income C dil Unions.” Chicago: Weodstock Inistinale,
Phunc 312/427-K070 2004, For u derailed comparison of the terms and condiions of credit cards iss =d by banks ang credit unions, see Wisirich,
Fax 312/427.4007 Tim and Malgolm Bush. “Blindfolded into Debt: A Comparison of Credit & 4 Casts and Conditions at Bonks and Credil

wondsloek@woodstckingLory
www. woodnoekinszorg

Unions,” Chicago: Woodstuck Institute, 2005,
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The Impact of Limiting Expansions

Woodstock Tnstitute believes that all credit unions, regardless of charter ype, should be permitted 10
expand into underserved arcas and enroll new, lower-income members.

While CDCUs and LICUs have a long documented history of effectively eaching out to lower-incorie
members, it is also essential to determine the role that mainstream ¢red unions play in underservid
communities, CDCUs and L.ICUs have a very limited scale, representing le s than 15 percent of all crexlit
unions. With over 10,000 institutions representing 80 million pcople, ma astream credit unions have a
sipnificant role o play in providing services in underserved areas. Further the Federal Credit Union Act
emphasizes the role of all types of credit unions in providing affordable se vices and credit to consumers

of small means.

However, larger, mainstream credit unions are, in many cases, reluctant nd ineffective and expanding
their membership to include lowcr-income people. In 2002, the Institute ¢ blished Rhetoric and Reality:
An Analysis of Muinstream Credit Unions’ Record of Serving Low-Income People. The report refuted Lhe
credit union movement's claim that it meets the savings and credit needs . £ “persons of small means.' It
found that credit unions in the Chicago region serve much lower percemag s of lower-income househo . ds
than middle- and upper-income households. The report virtually changed ae rhetoric in the industry snd
was widely disseminated and discusscd. Further, many credit union i dustry leaders confirmed :he

empirical findings.?

This is not to say that because many mainstream credit unions have bee unable or unwilling to enioll
new lower-income membership, they should no longer be able to expan: into underserved areas where
affordable financial services are most neccssary. Rather, these credit w .ons must be able to continue
offering affordable products and services in underserved areas, and shoulc oe encouraged to increase their
efforts, Since the end goal is 10 increase access to financial services, re; ilatory action should focus on
accountability of credit unions which choose to expand, not limit the nur ber of credit unions able to do

50.

‘The NCUA's provision requiring credit unions that have adopted under erved areas to have a physical
presence within that underserved area within two years is precisely th  kind of accountability that is
necessary to ensure credit unions are meeting the financial services nee s of their adopted underse:ved
areas. In addition, the proposed changes to the definition of service facili y are beneficial to ensuring that
credit unjons that seek to expand into underserved areas are comn tted to making a meaningful
investment in both the community ang 1n their new members. The constr ction of a branch, adoption of &
shared branch, or similar effort is representative of this kind of meaningfi investment,

By definition, underscrved areas lack the same facilities and opportunitic ; 10 access services as areas that
are adequately served. In 2005, Woodstock Institute relcased Reinvesti ent Alert 27: Increase in Bank
Branches Shorichanges Lower-Income and Minority Communities, n analysis of the geographic

2facob, Kuly, Immerpluck, Daniel and Bush, Malcolm, “Rhetoric and Reality: An Analy s of Mainsiream Credit Unions’ Record of
Serving Low-Income People.” Chicago: Woodsiock Instituie, 2002
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