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June 25,2008 

Ms, Mnry 'Rupp, Bccrctn~y o f  tho Board 
National Credit Union Administration 
1775 Duke Street 
Alexandria, VA 223 3 4-3428 

Subject: Matmuska Valley Federal Credit Union Commellts on Proposed Rule Pam 701 
and 705 

Dcm 'Ms. Rupp: 

Fol lowi~ig are our commonts regarding t;he proposed rule. 

1 have no issue with changing the del'lnition of "low-inco~ne" from median household income 
( M I )  to median family income (M-FT). However, 1 am discovering there arc multiple sources of 
MFI data and it is unclear whicll to use, T recently wked a local co~~sultant to determine whether 
or not our credit union wo~~ld  meet the "low-income" definition under the proposed rule. The 
consultant i s  very familiar with the demographics of the geogr~~phic area served by our credit 
union. Also, shc works extensively with U.S, Ccnsus data. As you can see from her urhched 
memo, she has rnmoro questions tbw~ cuiswers, 

The proposed rule states that "incomc standard mecms the median income for f'amilies or median 
earnings for indivi.duals, as reportcd by the U.S. Census Burcau," In our research we could not 
find US, Ccnsus data for media11 earnings f o ~  individuals. There i s  data for "per capita income;" 
however it is not LLmcdia~~" income. 

Only two regions in Alaska are cited by the U,S. Census Bureau as a "Metrqpolimi Areu;" they 
are Friirbanlcs md AnchorageJMut-Su, Our charter covers a geographic area within the .Mat-Su 
Borough md part of the M.uni.ciprility of Anchorage. 1.t i u  unclear .from the proposed nile how we 
are to evaluate our situation. 

Also, U.S, C o ~ ~ s u s  dnia ~ I I  Altlska c;o~ .~rth  wit1'1 r~ li;gI> dcviatiet~ cumc. 1.n 2006, tho Mat-Gu had a 
deviation 4-1- $4,203 in median family income. 'The Munici;pality of A~ichorage had a deviation 
of +I- $3,763, and AI.mka as a whole had a devidion of'+/- $2,371 ((for dl states, A l m h  wns 
Ll~c Iritjlrtiil, 0i11y Wnslrii'lgt~n D.C, had a highcf rnnrgin f o r  crror). 'l'hio 0~113 into queotion the 
reliability ofthis data when us i~~g  it ro determine the 80% or lower standard, 

Building Reller Financial Futures Since I Y4U! 
Yourrovlnur I ~ ~ ~ E I I Y  Inrumo to at hrr f  lfOQ00o and LWCW by tho fuflreni~ MI/ cmdn 01rtm united Stotoa Oowrnmm~ 



National Crdit Union Administration 
June 25 ,208  
Page 2 

Lastly, the proposed rule eliminates the current 36% higher cost o:Pliving allowance for Alaska. 
With Alaska's extreme climate, remoteness nnd underdeveloped infmstructure, the cost of living 
is considerably different as compared to most areas in the lower 48 states, As m example, 
Feclerrrl cm~!$;azz !I-.?kg on! ~?!?lh.r;: !!! A!$ck? ?I~E!~~L!P !CPHZI! F t&b:d'; i ~ i b ~ ,  R H C M ~ ~ ~  .. .. ...- .. , . . 
(COLA) in recognitio~l of tile high costs in  Alaska. What is the justification, other than ease, for 
elim.inating ad.justments for cost of living? 

Will1 he ~.lri~yirbtd tlitt,~.it.~aticrn ~ ~ F d l t  36% l~ighcr cast of living allawancc for Ala3lra, our orcdit 
union will not qutllify when comparcd to natio~lal data, As mentioned above, it is unclear 
whether or not we will qualify when compared to the AnchoragelMat-Su Metropolitan area 

Our crcdit uuion lweived n "low-income designation" in January 2007. Our primary goal was to 
have greater flexibility in serving member business Imding needs in our community. In 
Febrwry 2008, we received permission from our Regional Director to grant men~ber business 
loans in excess of 12.25% of total assets. Just ay we are now gearing up to exercise the expanded 
lending autllority, we arc faced with the prospect of curtailing this activity to assure compliance 
in Wvc years. Obviously, this uuceminty makes it difficult, if not impossible far us to create a 
viable long-term business plm, 

Also, T am concerned that the proposed rule will require annuctl recertification. Part 701.34(a) 
(2) states that "a regional director remove the designation if the federal credit union no 
lorlger meets thc critcria of this section and will give the crcdit union written notice." The 
current rule states: "the &signati.on may be removed.. ." An ongoing recertification process will 
add continued uncertainly and casts. It is my undentnnding that the CDFI program has A 
recertification requirement every three yews, 

Is it really the intmt of t h ~  NCU'A Board to pant expanded powers, only to take then1 awny ifa 
credit union is successful in serving their community, thus raising f ~ m i l y  incomes? T strongly 
encourage NCUA to grant a permanent grtu~dfatbering to dl low income designated credit 
unions, unless the credir union initiates n change in field of membership or is involved with a 
merger. 

A stnted goal of the proposal is to "eliminate confusion" for credit unions. This god may be 
achieved in l~rge urban metropolitan mas; however for Alaska the proposed rule seems to create 
a hi&l\ degree of wnf~isiaa wd uucc~tainty. Our credit rmion has made a good faith attcmpt to 
understand and apply the proposcd rule to our ~ituation, As written, it is impossible for us to 
determine with any degree of certainty how the rule will be applied to the geographic area served 
by our credit union. 

A seco.nd stated goal is to "beltm align the criteria for a Low-income designation with criteria for 
the addition of an underserved area to a federal orcdjr union field of membership and 
ccrtitication as a Community Developmeut Financial Institution (CDFI)," Z question if 
alignment, particulnrly with CDFJ., i s  desirable, When Congress amended the Federal Credit 
Union Act, placing reslriction on member business loans, they provided a number of exceptions. 
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Two of the exceptions nrc: "an insured oredit union that - (A) serves predolninmtly low-income 
members, as defined by the Board; (I$) is u community dcvelopmcilt financial institution, ns 
defined in ,section I03 of the Community Development: BWing and Financial Instihitions Act of 
1 994." If Cbr~g~~ess intended a l i g ~ u ~ l ~ l ~ t  why did they spccijjr two options? Why did Congress 
dlow the NCUA Board tho authority to define low-income? The NCUA Roard should use the 
power grantod by Congress to expand the definition ol"'1ow-income" to greatly increase the 
potential number of credit unions who may choose to qualify. 

Also, it should be noted that the prinlnry geographic area served by the credit union meets the 
definition of UI "investnzel~t wean under thc Treasury Department's CDFl program, thus 
qualifying as an underserved area for pc~rposcs of field of membership, While not a qualifying 
factor to be considered as a. low-income desi yated crcdit union, it is important to note that the 
community served by ou.r credit union qualifies as underserved. 

In conclusion, 1 encournge the NCT-T.A. Roard tn rcljcct. thi  his prnpnsed rule for the following 
reasons: 

T l ~ e  proposed rule docs not achj.eve t11e goal of eliminating confusion, 

The proposed rule will likcly result in ongoing recert'ilication, thus increasing costs and 
creating ~ rncedn ty  . 

The Bowd should use the power grailted to them by Congross to expand the definition of 
"low-income" to allow an increasing numbcr of community based credit unions to 
qualify. 

Tile Roard should make it clear that once a credit union is designated as "low-income" 
that designation continues indefinitely unless the credit: union initiates a change in field of 
membership or is involved wid1 a merger. 

Sincerely, 

hL+====- AIS wu 
General Munuger 

Attachment 



To: A1 Stcawn, General Mnncgcr 
Mahnuska Valley Federal Credit Union 

Il:rorn; . b y  Slack, Market Analyst 

Re: NCUA .l)roposed 'Rule - Dcsignn.tion o f  Low income Status 

l13er your request, I hnve reviewed the NCUA proposed rule clocumant mid rcsearcl'led Median Family 
Income (MFI) sources. Following are [;he questions that should be asked regarding this rule revision. 
I have also included the results o f  the rescurch in the section that follows: Research Conducted, 
Please let m know if you would like any additional assistance. 

General Observations and Questions 
The proposcd rule does not specify wlint MFI schedule is to be used in determining qunlification. 
References provided in the documentation confuse the issiie. See Research Conducted. 

~uest ionr to ask: What standard is being used to establish low-income status? Specifically, should 
the 2000 Census MFI be used, an updated schedule provided by HUD, or another sourcc? jf the 
HUT3 schedule is  used, should it be for the most current yenr? 

On page 3 of the proposed rule documentntion "income stundsrd" i s  to rely on MFI or the alternutive 
~fmedinn enrnings: nnd, on page 16 i t  is defined as median income for ~hmilies or median earnings 
for individuals. Since specific statistical dwtu is  nor available batwecn deoonnial Census years, i t  i s  
assumed the 2000 Census data is the source for this information and is based on 1999 wages. (Stc 
the two charts in tlie following section for median cnrnings nnd pcr capita income.) 

Que.sCi.om to 'otlsk,: JY the most current decennial Census data the source for median earnings for 
indi~viduels? If so, is it data for the population of 16 years and over with comings (Census Table 85) 
or per cspih income (Census Table 82)1 

Some time after 2000 the MnbSu :Borough was reclassified from D no~me~mpol i tan nrcn and 
included in the Anchorage metropolitan area. On page 6 o f  the docurnenrnrion i t  says ME1 i s  
nvnilablc from the U.S, Ce~isus Bureau for both no~bmetropolian and metropolitan areas, Since the 
Mat-Su I3orough ww not port of the Anchort~ge MSA in 2000, only Anchorage pqpulation is 
included in the Census dntfl for the rnetrqpolitun nrtu, 

I t  is not clear in the dooumentntion or in olhcr reference mntcrinls how to calculate the 80% l o w  
incorne stundurd, Additionally, there is confusion between Title 1.2 Section 1805,201 "Ccrtiflcation 
us n Community Development Financial Lnstitution" and CDFI certificsrion Web site. The regulation 
~ B r s  to the use o f  the "most recently conipleted decennial census p~~blisl led by thc U.S. Bureau of  
tho Census" wliile the Web site refers the user ro a 1998 N'UD ~chcdule. 

Alaska Universal Servjccu CLC PO Box 2567 Palmer AK 99645 907/7469060 
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Refers to question regarding median earnings of individuals: 

I-EARS ANn_DVER 

Data Set: -rv Flle 3 [SF 31- 

p62 PFR CAPITA INCflMF IN3.geg_(anLLARs\ I l l  - 
Data Set: Census 2000 S-le Datg 

Medlan enmlnge In 1800 -. 
Tobl 
Mab .-- 
Fomals 

Refers to questions regarding MFl for entire 'Metropolimn nren: 

l4UD site with I'Y 2008 J~rcornc Limits: htt~://ww-w.hi~di~ser,o~/dnrasets/iI,httnl 
The chart is  Family Income by Metropolitan Statistical Arms and Nan M.etropolitan Counties. 

Anohorme Munlclpnllty, Alaek4Matanu~ka8urltna Borough, Alwk 
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