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April 17, 2020 

 

 

The Honorable Rodney E. Hood 
Chairman 
National Credit Union Administration 
1775 Duke Street 
Alexandria, VA  22314-3428 
 
Re: SBA Paycheck Protection Program Loans and Regulatory Capital Treatment 

Dear Chairman Hood: 

I am writing on behalf of the California and Nevada Credit Union Leagues (Leagues), one of the largest 
state trade associations for credit unions in the United States, representing the interests of approximately 
250 credit unions and their more than 11 million members. 

First, I want to thank the NCUA Board and staff for their efforts in assisting credit unions as we all try to 
navigate the challenges related to the COVID-19 pandemic. I know that your door is always open, 
figuratively if not literally during this time of social distancing, and I want to bring your attention to an area 
where NCUA can help alleviate the impact of COVID-19 on credit unions and their members. 

As you are aware, the recently enacted Coronavirus Aid, Relief, and Economic Security Act (CARES Act) 
contains the Payment Protection Program (PPP), which is a Small Business Administration (SBA) loan 
program aimed at providing loans to small businesses that are fully guaranteed and forgivable if certain 
conditions are met. Credit unions and banks are among the authorized PPP lenders.  In addition, the 
Federal Reserve Board has implemented a Paycheck Protection Program Lending Facility (PPPL Facility) 
to provide term financing backed by PPP loans.  

We are hearing from our members in California and Nevada that they have concerns about how PPP 
loans affect regulatory capital and net worth. This is particularly true in light of the banking agencies’ 
recent Interim Final Rule1 that fully neutralizes the impact of PPP loans financed through the PPPL 
Facility on leverage capital ratios for their regulated entities.  

We ask that the NCUA issue guidance, either as an Interim Final Rule or as a Letter to Credit Unions 
regarding the following:  

• Section 1102 of the CARES Act requires banking organizations to apply a zero percent risk 
weight to PPP loans for purposes of risk-based capital requirements. However, a credit union’s 
risk-based net worth calculation required by 12 CFR § 702.106 does not contemplate a zero-risk 
member business loan. We ask the NCUA clarify the impact of PPP loans on credit unions’ risk-
based net worth calculations. 

• Participation in the PPPL Facility will affect the balance sheet of an eligible credit union because, 
as a function of participating in the PPPL Facility, the credit union must originate and hold PPP 
covered loans (that is, assets that are eligible collateral pledged to the Federal Reserve Banks) 
on its balance sheet. As a result, an eligible credit union that participates in the PPPL Facility 
could potentially be subject to increased regulatory capital requirements. Due to the zero risk of 
these pledged loans, we ask that credit unions, like the banking organizations, be able to exclude 
the pledged PPP loans from their regulatory capital. 

 

1 https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20200409a1.pdf 
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We thank you in advance for additional guidance and flexibility related to PPP loans and their impact on 
regulatory capital. Such guidance will help credit unions continue to serve their members during this 
terrible crisis. If you have any questions regarding our comments, please contact me.  

Sincerely, 

 

 

Diana R. Dykstra 
President and CEO 
California and Nevada Credit Union Leagues 

 

cc: 
The Honorable J. Mark McWatters 
The Honorable Todd M. Harper 
The Credit Union National Association 


