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On behalf of the Credit Union National Association (CUNA), | am writing in
support of the discussion draft of the FHA Housing Stabilization and
Homeownership Retention Act, which you circulated earlier this month.
CUNA represents nearly 90% of America’s 8,400 credit unions and 87
million credit union members.

While credit unions have not made the types of mortgages that provided the
impetus of the current economic downturn, credit unions stand willing and
able to assist homeowners facing foreclosure.

In general, credit unions are doing whatever they can to help borrowers
trapped in mortgages they cannot afford, but cannot responsibly make loans
to members in excess of the value of the borrower's home. That is why we
believe your proposal to use Federal Housing Administration (FHA) loan
guarantees as incentive for lenders to accept mortgage write-downs for
borrowers facing the prospect of foreclosure is an appropriate approach
which will benefit many consumers. Currently, most credit unions are not
FHA-approved lenders because the regulatory burden outweighs the benefit
of participating in the program; however, if your proposal were law, we
believe more credit unions would seek FHA-approved lender status and
participate in the program.

Borrowers in a position to take advantage of the program you propose would
also greatly benefit from financial counseling to better understand the
consequences of the financial transaction in which they are engaging. A
counseling component to this program could only enhance its benefit to
consumers.
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It is also worth noting that the assistance credit unions could provide these
borrowers would be greatly enhanced if credit unions were subject to a risk-
based capital system as opposed to the statutory one-size-fits-all capital
requirement of the Federal Credit Union Act. At present, credit union net
worth ratios average in excess of 11%, when only 7% is required to be
considered well capitalized. A risk-based system, like the one proposed in
H.R. 1537, would more accurately reflect the capital needed for a credit
union to be considered well capitalized and free additional capital to help
borrowers refinance mortgages they received from other lenders. Risk-
based capital for credit unions would be a safe and sound tool for credit
unions to use to provide even more assistance to homeowners facing
foreclosure.

Thank you very much for giving us the opportunity to comment on this
proposal. We look forward to working with you as this proposal moves
forward.
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