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Consolidation of the Industry
◦ In 1980: 20,000+ credit unions
◦ TODAY: approximately 6,100



 Many large credit unions (> $1 billion) seeking other healthy 
large credit unions as merger partners.

 Many of our large credit union clients believe that $1 billion -
$2 billion is not large enough to achieve real economies of 
scale. 



 Conversion to banks
 Acquiring community banks to boost                                

asset size.



 Expand membership to community level.
 Alternative to merger.
 No impact on federal insurance coverage.
 Seamless transition for existing members.
 CU Times: Recent speculation that conversion rates may 

further stimulate pressure on law makers to remove tax 
exemption.

 Recent NCUA Membership Proposal would expand fields of 
membership from which federal credit unions can draw their 
customers. If approved, conversions should decrease 
significantly.



 Board elections
 Term limits
 Tax exempt status



 Launch of trade names that drop “Credit Union” in the 
name.
◦ Clear up public perception that they have to be part of a labor union 

or must join a SEG.
◦ Replace “Credit Union” with “Financial.”

 Name changes disconnecting from the original FOM to 
more modern, generic names.



 Sale of mortgage servicing rights (MSR) contemplated by 
Credit Unions.

 Given the expected increases in MSR values associated 
with rising interest rates, gains on sales could be 
significant.  



 Credit union owned life insurance policies provide either 
total or partial benefit to the Credit Union and insured 
employee or group of employees.  

 These plans differ from group life insurance policies that are 
typically offered, in that they are for the benefit of the Credit 
Union. 

 As an incentive, to the insured employee, their assigned 
beneficiaries may receive a share of the death proceeds 
depending on the terms of the agreement.



Endorsement method

 Employer owns the policy and a special endorsement to the policy spells out the 
employee's rights. 

 Typically, this endorsement gives the employee the right to name a personal 
beneficiary for the employee's share of the death proceeds as prescribed in the split-
dollar agreement between the parties.

Collateral assignment method

 Employee owns the policy and names a personal beneficiary, but assigns policy 
benefits to the employer as collateral for the employer's premium advances under the 
arrangement.

 Premiums and death proceeds can be split in a variety of ways, as spelled out in the 
agreement between the parties.



Policy arrangement dictates accounting:
Endorsement Method:
◦ The Credit Union should record the cash surrender value of the policy as an asset 

and periodically adjust changes through income

◦ Difference between the contract value and cash surrender value is prepayment 
penalty should the life insurance policy be terminated 

Collateral Assignment Method:
◦ The Credit Union should record a loan receivable from the policy owner (usually the 

President/CEO) for the balance of the premium(s) paid for the life insurance policy

◦ These loans are often at 0% interest; therefore, imputed interest must be calculated 
for tax reporting purposes using the Applicable Federal Rate (AFR)



 Allows members to shop repo vehicles via the Credit 
Union’s website.

 Registered users may place bids on vehicles.

 The winning bidder is contacted and has two business 
days to test drive the vehicle until the second highest 
bidder is contacted.

 Prior to auction, vehicles are inspected by a certified 
mechanic and include a recent oil change.



 APR of 2.50% on checking accounts with balances under 
$10,000.

 MUST meet ALL three of the following conditions:
◦ Direct deposit
◦ E-statements
◦ Minimum of 15 debit card transactions per month

 Great way to attract new members.
 Our client’s experience:
◦ Over 66% of all members with checking accounts participate.
◦ This group averages 26 debit card transactions per month.



 Tech CUSO developed CU Wallet in response to Apple 
Pay.

 Enables members to use their cell phone for purchases 
instead of a debit/credit card.

 As of May 2015, CU Wallet was serving 87 credit unions.
 Success of CU Wallet questionable. 



 Recasts transaction account balances that behave more 
like savings account balances.
◦ Studies account activity and average balances to identify steady 

funds maintained in checking accounts.
◦ Subtracts those savings-like funds from checking account balances to 

minimize cash reserves needed to meet Reg D requirements 
and maximize return on overnight investments. 



 A type of repurchase transaction in the mortgage pass-
through securities market in which the buy side trade 
counterparty of a "to be announced" (TBA) trade agrees to 
a sell off the same TBA trade in the current month and to a 
buy back the same trade in a future month at a lower price.



 Defined as the practice of taking advantage of a 
price difference between two or more markets 
whereby the profit is the difference between the 
market prices.
◦ Use of short-term borrowings to reinvest in overnight investments.
◦ No balance sheet impact (i.e., borrow in the beginning of the 

month, payoff before month end).
◦ Overnight investments are low risk.



 Effective December 19, 2013, NCUA authorized federal 
credit unions to create and fund charitable donation 
accounts (CDAs).

 Hybrid charitable and investment vehicle.
 Must meet certain requirements:
◦ Primary purpose to generate funds to tax exempt charities.
◦ Total aggregate investment must be limited to 3.00% of net worth.
◦ Minimum of 50% of the return must be distributed to one or more 

qualifying charities.
◦ Distribution frequency no less than every five years. 





Summary: The proposed ASU would require an entity to impair its 
existing financial assets on the basis of the current estimate of contractual 
cash flows not expected to be collected on financial assets held at the 
report date. The proposed amendment would remove the existing 
“probable” threshold in U.S. GAAP.  
Difference from Current GAAP: The update calls for the CECL model (a 
forward looking model) as compared to the current incurred-loss model, 
adjusted for Q&E factors. 
Current Status: A final Accounting Standard Update is expected to be 
issued in the second quarter of 2016, with an effective date of fiscal years 
beginning after December 15, 2019 (for non-public entities). Early 
application will be permitted for fiscal years beginning after December 15, 
2018. 



 ASU 2014-04 (Foreclosures in process)- The amendment requires 
disclosure of the recorded investment in consumer mortgage loans 
secured by residential real estate properties where formal 
foreclosure procedures are in process.
◦ Effective for fiscal years ending after December 15, 2015 (for non-public 

companies). 



 ASU 2016-02 (Leases)- The amendment will require that an entity 
recognize assets and liabilities arising from a lease. A lessee 
would recognize assets and liabilities for leases with a maximum 
possible term of more than 12 months.
◦ Effective for fiscal years ending after December 15, 2019 (for non-public 

companies). Early application permitted immediately.

◦ Operating leases will still be expensed to lease expense, while capital 
leases will be expensed through combination of amortization and interest 
expense.



 ASU 2016-01 (Financial Instruments)- The amendment eliminates 
several fair value disclosures, including elimination of requirement 
to disclose fair value of financial instruments measured at 
amortized cost for non-public companies. 

◦ Effective for fiscal years ending after December 15, 2018. Non-public 
companies may early adopt for fiscal years ending after December 15, 2017. 
However, elimination of fair value of financial instrument disclosure may be 
adopted for fiscal year financial statements not yet issued.
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