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ard s sceking comment on a number of issucs as part of a proccss to

w rules are necessary for credit unions that merge or convert to another

| institution or termimate NCUSIE coverage. We appreciate the

sive our inpul; however, our focus is speeitically related to merpers of a
d credit union (IF1CLU)) into another FIC UL, We believe NCUA can

rger process and provide more informed member decisions by enhancing
es and Regulations, Part 708b, and merger forms.

rs Credit Union has merged in over 30 credit unions over the years, We

belicve the best approach in a merger situation 1s an honest and uplront disclosure ol all
facts involved with the merging credit union’s board ol directors, management, sta(T and
members. Credit unions were {ounded as a cooperative by members, and [or members,
and it 1s the mcx}nbcrs who should decide the viability of a voluntary merger.

Members Right|to Equity

A share adjustnfent should be allowed to take the form of a merger dividend back to the
merging mcembdrship. Generally, federal credit unions may only return net worth to
members in theform of dividends or a retum ol mterest, 12 U.8.C. 1761b, 1763.
Dividends musiibe based on an account balance as of a specitic date or calculated over a
period of time, Whether a month, a quarter, or several years, 12 CFR 707.7(4), Appendix
B (b). In the mgrger process, credit unions should be allowed to establish a dividend
bascd on returnfhg equity to the members, which may or may not be baused on a savings
account balance] for example, allowing @ merging credit union to pay a llat dividend rate

to every member.
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NCUA should consider allowing a merger dividend. 'The NCUA Rules and Regulations
should be adjusted Lo allow the board of directors of a merging credit union to consider
this issue as part of'its due diligence, come to its own conclusion, and then justily that
decision (o thg members.

However, thisgdividend should not be required. Imposing a merger dividend requirement
would deny crdit unions the [lexibility to decide for themselves whether o include a
merger dividegd as part of their due diligence and negotiations. NCUA should leave the
calculation ol pay dividend to the merging credit unions, essentially allowing market
forces and the pvishes of the members to determine if a dividend is appropriate.

Also, NCUA should consider specific regulatory requirements regarding the record date
for members vpting on a conversion proposal, clipibility for a merger dividend, or other
trunsactions. We would support a record date for members voting and paying a merger
dividend of at lcast three months prior Lo the signing date of the Resolutions of the board
ol dircetors and/or the Proposcd Merger Agreement.

Management s\ Dulties

NCUA's experience with I'ICU to MSB conversions suggests that in some cases credit
union officials have pursucd personal enrichment (o the detriment of members, and
NCTUA has issyed disclosure requircments to make members aware of the potential for
this abusc. However, this abusc occurs in mergers involving FICU., NCUA must address
this issuc as well. NCUA should amend the Notice ol Speeial Mecting of the Members,
NCUA 6305A.[to require a statement disclosure of any merging credit union board of
dircctor or employee recciving additional compensation as a result of this merper.

Communicatiol to Members

Communicatiog and disclosure to the membership is a very critical part of the merger
process. Currctly the Notice ol Special Mecting of the Members, NCUA 6305A
provides the mdthod to disclose merger related issues (o the membership. We believe
allowing a speqal merger dividend to be included as an adjustment in shares, and
disclosurc of arfy additional compcensation to merging credit union officials or employees
will enhance th§ document and enable a more informed member merger decision.

‘Thank you for arowing us to comment on this timely issue.
Sinccrc%

Michuael L. Miller,
Vice President of Operabions
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