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July 26, 2021 
 
Ms. Melane Conyers-Ausbrooks 
Secretary of the Board 
National Credit Union Administration 
1775 Duke Street 
Alexandria, VA 22314 
 
RE: Policy for Setting the Normal Operating Level 
 
Dear Ms. Conyers-Ausbrooks, 
  
The Ohio Credit Union League (OCUL) represents the collective interests of Ohio’s 238 credit unions and their 
more than three million members. Of those 238 credit unions, 130 are federally-chartered; 62 state-chartered, 
federally-insured; and, 46 state-chartered, privately-insured. 
 
OCUL appreciates that the National Credit Union Administration (NCUA) is soliciting feedback regarding the 
National Credit Union Share Insurance Fund (NCUSIF) Normal Operating Level (NOL). The NOL is an important 
barometer in determining the equity needs of the NCUSIF, and it is crucial for it to be gauged using inputs that 
account for measurable economic context.  
 
First, we would like to take this opportunity to implore the NCUA revert the NOL to its pre-2017 level of 1.30%. 
Much of the 1.39% increase in 2017 was labeled a temporary measure attributed to managing legacy asset 
volatility associated with the corporate credit union resolution. Specifically, that portion of the increase related to 
the idea that the legacy assets in the corporate credit unions might, from a valuation perspective, fluctuate 
significantly between 2017 and 2021 or 2022, or whenever the corporate resolution was completely unwound. 
The increase was made to provide an adequate buffer in the event those valuations declined substantially. As 
that situation is now stabilized, it is appropriate for NCUA to return the NOL to 1.30% that historically and effectively 
served both the NCUSIF and the credit union movement.  
 
Second, we agree with the Credit Union National Association (CUNA) that statutory changes to the NCUSIF are 
unnecessary. The NCUSIF’s pre-pandemic equity ratio stood at 1.35% and finished 2020 at a robust 1.26% level 
despite massive stimulus distributions that led to a historic 20% surge in deposits. Additional stimulus efforts, 
including the recently expanded Child Tax Credit, are temporary in nature and artificially impact a normal equity 
ratio environment. As the NCUSIF holds above the congressionally established 1.20%, there is no need for further 
statutory changes that would make it easier to charge an unnecessary premium. 
 
Third, we wish to register a general objection to the notion of unnecessary over-capitalization of the credit union 
system wherever such an idea takes root. Except for a relatively small proportion of outliers, where ordinary 
supervision serves as an appropriate intervention, credit unions themselves are strongly capitalized to the extent 
that the primary buffer (natural-person credit union capital) against shocks to individual credit unions or the credit 
union system is deep and broad. Prior to the pandemic (December 2019) the average total capital ratios for U.S. 
and Ohio credit unions were 11.87% and 11.89%, respectively. As the pandemic began receding (March 2021), 
these metrics remain thoroughly robust (10.51% and 10.53%, respectively) despite the tremendous stresses of a 
global pandemic, global recession, and stimulus-driven ballooning balance sheets. The abundantly healthy capital 
levels and ratios in credit unions served the intended purpose quite effectively and in essence, shielded NCUSIF 
from material impact.  
 
The regulatory process, perhaps beneficially, engenders a bias for more capital at the credit union level 
(seemingly, ever-stronger balances and ever-higher ratios). Yet this bias must be tempered by business discipline 
to ensure that capital balances in credit unions and in the NCUSIF remain strong but not excessive, so the various 
costs of capital are reasonable (even supportable). To the extent that we witness what appears to be strong NCUA 
bias for more capital (unnecessarily larger balances and unnecessarily higher equity ratios), and noting the nexus  
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of this concern to NOL strategy, we draw attention to the potential disruptive and costly over-capitalization of the 
credit union system at the credit union level, in NCUSIF, and particularly in combination. In this context we reiterate 
our call for the return of the NOL to its previous strong and proven level of 1.30% 
 
In addition, OCUL offers the following commentary on select prompts provided in the Request for Comment.  
 
Should a moderate recession be the basis for evaluating the NCUSIF performance during an economic 
downturn, or should the NCUA change the policy to consider a severe recession?  
 
OCUL notes that NCUSIF has performed strongly, as designed and fulfilling its purpose, in both moderate and 
severe recessions, a testament to its fundamental strength and flexibility, and to its effective design. OCUL 
believes that NCUSIF performance should be evaluated during both economic booms and downturns to enable 
flexible management of the fund for optimal credit union performance. While evaluating NCUSIF fund 
performance, the NCUA should consistently and transparently define the difference between moderate and severe 
recession dynamics utilizing economic data available and applied to similar financial institutions. We support 
CUNA’s position that modeling NCUSIF performance in moderate recessionary conditions for a two-year time 
horizon provides an appropriate and flexible framework for assessing NCUSIF performance scenarios regarding 
NCUSIF sufficiency. 
 
What data source(s) should the NCUA use for determining the characteristics of a potential moderate or 
severe recession: the Federal Reserve scenario, an independent source, or the NCUA’s judgment?  
 
OCUL believes the NCUA should use the Federal Reserve as the primary and expert data source to determine 
the designation between what constitutes a moderate or severe recession. The Federal Reserve is a trusted and 
reliable resource for depositories insured by the FDIC, NCUSIF, or ASI. Using a system that already forecasts 
economic conditions for all depository institutions would equally apply economic scenarios rather than establishing 
alternative interpretations that can be open to argument, such as independent NCUA judgment.  
 
Should the NCUA continue modeling the performance of the NCUSIF over a five-year period or a longer 
or shorter period?  
 
OCUL believes NCUA should model NCUSIF performance in a manner and time frame that empowers optimal 
credit union operation and protection of shares. As economic conditions continue to fluctuate in unpredictable 
ways due to the uncertainty surrounding the COVID-19 pandemic and beyond, NCUA must enable a dynamic 
review process to efficiently manage the NCUSIF for both the insured shares and credit union performance. As 
noted above, modeling NCUSIF performance in moderate recessionary conditions for a two-year time horizon 
provides an appropriate and flexible framework for assessing NCUSIF performance scenarios regarding NCUSIF 
sufficiency. 
 
Given forecasting uncertainties and timing challenges, would it be reasonable for the NCUA to change 
the requirement to request public comment only if the NOL were to change by a larger amount than just 
one basis point?  
 
OCUL believes the credit union operating environment performs best under a transparent and collaborative 
regulatory structure. As member-owned financial cooperatives, it is in the credit unions’ best interest to advocate 
for reasonable and common-sense regulatory action to protect and serve members. Inversely, NCUA should 
empower credit unions to participate and provide feedback in decision making that impacts safety and soundness 
and operations. As such, NCUA should enable credit unions to provide public comment on NOL changes 
regardless of the amount.  
 
Should the NOL be re-evaluated on qualitative factors based on the COVID–19 pandemic?  
 
OCUL believes the COVID-19 pandemic continues to impact current and future economic conditions in ways that 
can be both measured and observed. For example, the unanticipated stimulus and tax credits continue to stress  
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NCUSIF equity ratios but both elements are generally considered temporary and fleeting in nature. It would be 
prudent for NCUA to reevaluate the NOL holistically, accounting for both data and environmental factors. 
 
OCUL appreciates the opportunity to comment on NOL dynamics related to NCUSIF performance. NCUA’s 
willingness to solicit insight on an essential function of the credit union system sends an important signal that an 
ongoing, transparent, and collaborative approach is critical to the relationship between credit unions and their 
prudential regulator. We encourage this approach on NCUSIF and NOL action moving forward. If you have further 
questions or would like to discuss OCUL’s comments in more detail, please feel free to contact us at (800) 486-
2917. 
 
Respectfully,  

  
Paul L. Mercer   Emily C. Leite 
President   Chief Advocacy Officer  
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