
 

 

        
 

 

 

October 19, 2020 

 

 

Mr. Gerard Poliquin 

Secretary of the Board1 

National Credit Union Administration 

1775 Duke Street 

Alexandria, VA 22314-3428 

 

RE: Cooperative Credit Union Association, Inc. Comments on the Transition 

to the Current Expected Credit Loss Methodology 

 

BY ELECTRONIC MAIL ONLY: http:// www.regulations.gov 

     Docket: NCUA–2020–0074 

 

Dear Secretary Poliquin: 

 

On behalf of the member credit unions of the Cooperative Credit Union Association, Inc. 

(“Association”), please accept this letter relative to the request for comments issued by the 

National Credit Union Administration (“NCUA”) Board on a proposed rule (“proposal”) to 

mitigate the impact of the current expected credit losses (“CECL”) accounting principle adopted 

by the Financial Accounting Standards Board (“FASB”). The Association is the state trade 

association representing credit unions located in the states of Delaware, Massachusetts, New 

Hampshire, and Rhode Island, serving approximately 200 credit unions which further serve over 

3.6 million consumer members. 

 

CECL is the new accounting standard that recognizes lifetime expected credit losses, as opposed 

to the current incurred-loss approach. The proposal would temporarily mitigate the adverse 

Prompt Corrective Action consequences of the day-one capital adjustments, while requiring that 

federally-insured credit unions account for CECL for other purposes, such as call reports.  

 

The Association conducted a survey of its members on the provisions of the proposed rule and 

member views provide the basis for this comment letter. 

 

 

 

 

 
1 Ms. Melane Conyers-Ausbrooks, Secretary of the Board 
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A. Overview  

 

1. CECL Should Not Apply to Credit Unions 

 

CECL seeks to address a problem that has not been caused by, nor exists within, credit unions. 

More specifically, the issue to be addressed is to provide transparency to avoid masking credit 

losses by delaying accounting recognition resulting in insufficient funding of the allowance 

accounts of certain covered entities. In response to early and consistent requests from the 

universal credit union movement and others, FASB has repeatedly delayed the effective date of 

CECL for credit unions since the promulgation of the rule and as recently as late last year. Such 

action speaks for itself and directly raises the question of the need for the application of the 

standard at all to locally-owned credit unions. 2 

 

The Association continues to believe that despite previous and proposed delays in CECL’s 

application to credit unions, the unpredictable duration and severity of the impact of COVID 19 

on the economy remains a valid intervening factor raising additional concerns for CECL 

implementation by credit unions. 

 

It is without question that Association members overwhelmingly oppose CECL’s application to 

operations, largely due to the anticipated impact of CECL on their earnings resulting from a 

likely overstatement of the Allowance for Loan and Lease Losses Accounts, at least initially, and 

compliance costs.3 Of greatest concern is that for those credit unions that are further building 

reserves to meet an artificial accounting benchmark, it also means that they are diverting funds 

that would otherwise be used to provide credit at a time that members and communities served 

may most need them.  

 

Finally, as NCUA Board Chairman Rodney Hood has well articulated:  

 

“At a time when credit unions should be focusing their attention on serving their 

members, the absolute last thing they need is to be burdened by a costly 

methodology that could have a chilling effect on lending, especially in underserved 

and rural communities that are the most vulnerable to the pandemic and its effects.”4  

 

 
2 It should also be noted that federal COVID-19 legislation, such as the CARES Act, also 

recognized the need for delay and a further extension is proposed by H.R. 6551.   
3 As one member stated: “I cannot envision a scenario where a credit union would not have a 

negative impact to earnings from CECL.” Another member commented: “At this time we are not 

sure, however, we are building up our reserves as a precaution to any negative effect. In addition, 

at this time, we are concerned with the COVID impact as well.” 
4 NCUA Chairman Rodney Hood, Opinion: Credit Unions Don't Need CECL, They Need An 

Exemption, American Banker, October 1, 2020. 
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Furthermore, in directly addressing FASB, Chairman Hood also noted his specific concern that 

adopting CECL will have a chilling effect on lending, including loans to low-income borrowers.5 

 

The Association appreciates that the NCUA recognizes the very real concerns about CECL and 

commends the considerable and ongoing efforts of Chairman Hood as well as those of Board 

Members Todd Harper and Mark McWatters to support CECL relief for credit unions. 

Accordingly, the Association strongly encourages the NCUA to continue to use every 

opportunity to press for a comprehensive remedy for credit unions. 

 

2. NCUA’s Legal Authority to Further Provide Regulatory Relief from CECL 

 

Before addressing substantive provisions of the proposal, the Association also respectfully urges 

the NCUA to revisit the Federal Credit Union Act (“Act”) and utilize the full authority that the 

Act bestows on NCUA to address CECL. This request does not suggest that NCUA has not 

already considered its options under the Act. It also does not overlook the fact that the preferred 

course of action rests within FASB itself and/or within Congress. However, the Association 

believes that the best reading of the statute grants NCUA sufficient authority to do more to 

address the top request of Association members: prevent CECL from distorting earnings and net 

worth ratios upon implementation. 

 

In consideration of the NCUA’s authority under the Act, the Association urges the promulgation 

of an exemption for any credit union from CECL under 12 USC 1782(a)(6)(C), which states in 

pertinent part:  

 

(C) Accounting principles.— 

 

(i) In general.— 

Accounting principles applicable to reports or statements required to be filed with 

the Board by each insured credit union shall be uniform and consistent with generally 

accepted accounting principles. 

(ii) Board determination.— 

If the Board determines that the application of any generally accepted accounting 

principle to any insured credit union is not appropriate, the Board may prescribe an 

accounting principle for application to the credit union that is no less stringent than 

generally accepted accounting principles. 

(iii) De minimus [1] exception.— 

This subparagraph shall not apply to any insured credit union, the total assets of which 

are less than $10,000,000, unless prescribed by the Board or an appropriate State credit 

union supervisor. 

 

These provisions of the Act support the Association’s exemption request. Pursuant to (C)(i) 

above, reports filed by credit unions shall be “consistent” with generally accepted accounting 

 
5 NCUA Chairman Rodney Hood Letter to Russell Golden, April 30, 2020. 

https://www.law.cornell.edu/uscode/text/12/1782#fn002214
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principles (GAAP). It is clear by the plain language that Congress did not direct that reports be 

“identical” to GAAP, leaving flexibility for NCUA to address CECL most completely for credit 

unions. The language also directs that accounting principles applied to credit unions be uniform. 

The Association believes that this requirement can be accomplished by allowing credit unions to 

continue current accounting practices.     

 

More significant is the provision in (C)(ii) that authorizes the NCUA to implement an alternative 

accounting principal “no less stringent than” GAAP if it determines that a GAAP standard is not 

appropriate for “any insured credit union.” Arguably, the language directs the NCUA to consider 

this action on a case-by-case basis, but even if the agency takes that approach, it could establish a 

process under which credit unions could be exempted from CECL.   

 

Under subsection (D) of 1782(a)(6), the Act directs certain credit unions to have annual 

independent audits performed by a licensed accountant. However, the Act requires that the audit 

be conducted following “generally accepted auditing standards,” or GAAS, but does not state 

that they must be identical to GAAP, again providing flexibility to the NCUA.  

The Supplementary Information accompanying the proposal recognizes the NCUA’s authority 

under 12 USC 1782, referred to above, and provides in pertinent part:  

C. Alternatives to GAAP 

  The Board also notes that section 202 of the FCU Act could also potentially, as an 

alternative to the provisions discussed above, authorize the Board to provide a transition 

of the day-one effects of CECL implementation. This provision authorizes the Board to 

prescribe an accounting principle for application to any FICU if the Board determines 

that the application of a GAAP principle is not appropriate. Because the Board has clear 

authority to effect the transition to CECL under section 216, it is not necessary to rely 

on section 202. As the statute provides, the alternative principle would need to be as 

stringent as the GAAP principle it replaces, which would bear further study to 

determine whether a phase-in of CECL would be deemed no less stringent than CECL. 

Furthermore, the Board might need to engage in a fuller analysis of the appropriateness 

of CECL as applied to all insured credit unions with $10 million or greater in assets, 

which would likely be time-consuming as compared to the more direct, across-the-

board approach proposed above. The transition analyzed and proposed above would 

provide relief to all insured credit unions subject to CECL beginning with fiscal years 

commencing after December 15, 2022, in a streamlined, prompt fashion. 85 FR 50963,  

   50967 (Aug. 19, 2020). 

This analysis, while generally accurate, omits a discussion of the full authority that NCUA 

possesses to truly mitigate CECL. NCUA also mentions redefining “total assets” regarding net 

worth ratios as an alternative to the proposal, yet does not provide an assessment of the extent of 

mitigation that this approach would afford to credit unions.  
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It is acknowledged that despite the everchanging nature of this issue, some credit unions have 

already incurred considerable expenses to implement or begin implementing CECL when 

required. These credit unions may prefer to follow CECL and the Association believes that such 

credit unions should be allowed to do so. It remains the position of the Association that this 

flexibility would not violate the Act’s directive that accounting standards be uniform as all 

federally-insured credit unions would still be required to account for losses in a manner that 

accurately reflects losses even if the methodology for reflecting losses varies.  

 

NCUA is strongly encouraged to consider the exemption authority it has outlined, which the 

Association believes is consistent with the Act, and to work with FASB to acknowledge its 

legitimacy. In addition, NCUA should continue pressing FASB and Congress to achieve an 

exemption for credit unions that would relieve them from the unnecessary burdens and 

unwarranted results that CECL will impose on operations.  

 

B. Proposed Mitigation  

 

Association members view the proposal as generally positive. As proposed, CECL’s day-one 

impact would be applied over a three-year period for federally-insured credit unions that wait to 

adopt CECL until its implementation date, which is for fiscal years on or after December 15, 

2022. Regrettably, early implementation would disqualify a credit union from benefitting from 

this approach.6  

 

The benefit of the proposed phase-in period cannot be overstated. Several members have already 

studied the costs for compliance with the new provisions. Anticipated implementation costs 

range from $5,000 annually to $50,000 annually. Moreover, the estimated the impact of CECL 

on retained earnings was found to be $1 million to $1.5 million. 

 

Members also unanimously support the provisions of the proposal which exempt credit unions 

with less than $10 million in assets and permit them to use any reasonable reserve methodology 

that will accurately reflect loan losses. 

 

C. Recommended Changes 

 

While the Association appreciates the NCUA’s proposed mitigation efforts, the NCUA is  

encouraged to include several changes when it adopts the final version of the rule. Association 

member primary recommendations include that: 

 

• NCUA not determine which credit unions qualify for the mitigation, but allow credit 

unions to make the decision; and 

• NCUA should permit any federally-insured credit union, at the credit union’s option, to 

utilize the mitigation, even if they have already adopted CECL.  

 
6 Most survey respondents noted that they have not yet implemented CECL and/or do not have 

plans yet to do so before 2022.  
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The Association supports a broader application of mitigation than what the proposed rule would 

afford. NCUA should not select who can or cannot be eligible, but rather, finalize a rule that 

provides sufficient flexibility for credit unions to self-select and document CECL mitigation.  

 

If the NCUA decides it must determine eligibility, then the Association requests that the NCUA 

expand the factors upon which the determination is made beyond a reduction in earnings caused 

by the application of CECL. Association members support including the asset quality and overall 

risk in the loan portfolio, current financial condition of the credit union, and current state of the 

economy at the time of the determination, as additional factors that should be considered.  

 

Members also believe that the timing of determining eligibility is equally important. Any final 

rule should permit the determination of eligibility for CECL mitigation early in the process when 

the credit union, working with its examiner, concludes a reduction in earnings is a concern. The 

determination of eligibility for CECL mitigation after a credit union has recorded a reduction in 

earnings is too late and not supported. 

 

D. Conclusion  

 

The Association commends the NCUA for pursuing relief from the impact on credit unions of 

CECL. In the interim, as NCUA continues to work with FASB and Congress for a better 

outcome for credit unions and their members on relief from CECL, the Association urges a more 

full consideration of the authority of NCUA in this area to exempt credit unions from CECL.  

 

Thank you for the opportunity to share the views of the Association’s members on the proposed 

rule relative to the transition to the CECL methodology. If you have any questions about the 

recommendations set forth in this comment letter or require further information, then please do 

not hesitate to contact the Association at govaff-reg@ccua.org. 

 

 

Sincerely,  

  

Ronald McLean  

President/CEO  

Cooperative Credit Union Association, Inc.  

  

RM/mac/kb  

 

mailto:govaff-reg@ccua.org

