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exclusive analysis and insight not included in the print edition. CUSP 
Online is available only to paid subscribers and includes:

Not yet a subscriber? 
Get started today at www.creditunions.com/CUSP 
for as little as $39 per issue. 

Or call Nicole Devine at (800) 446-7453 ext 145 to 
start your subscription today.
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Our team spent two days on-site with the staff
and members of State Employees Credit Union. 
Follow us to CUSP Online to learn more about 
SECU’s lending program with video footage 
from our interviews.

Each week, we’ll release new videos, start-
ing with the HR and Call Center teams. Get 
an inside look at the front line on hiring and 
member service

Wherever you see this symbol, there is expanded coverage on CUtv! 
CUtv is Callahan & Associates’ educational webinar network hosted 
on CreditUnions.com. Just visit http://CUtv.CreditUnions.com and 
type the event number listed into the CUtv search box.
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[CUSP inReview]

Providing credit at a time when for-profit financial institutions 
cannot or will not meet market needs is a critical component of 
credit unions’ public policy covenant. The cooperative model’s 
ability to take a long-term view of member relationships and 
institutional success means … credit unions are focused on 
forging lasting member bonds. 
[-Jay Johnson, 2009 Annual Report on the Credit Union Industry, pg. 11]

Mark Twain said, “It’s not the size of the 
dog in the fight, it’s the size of the fight 
in the dog.” In a year when “too big to 
fail” was the watchword for the nation’s 
banks, credit unions demonstrated that 
their size can be an advantage.

 [-Alix Patterson, Return of the Member 

Top 50, pg. 26]

Just because a
loan may not fit  
into the box nice and neat, 
when you look at it as a 
whole, does the loan make 
sense? Is it something we  
can make an exception on?
[-Spencer Scarboro, Anatomy of a Loan, pg. 40]

eateateateateateateateateateat

Too many credit unions have not involved 

their chief lending officer and chief 

collection officer in the ALL discussion 

and analysis. CFOs have accepted full 

responsibility. This is bad policy and will 

probably contribute to an ALL error.

[-Michael J. Sacher, Lessons for the 

Allowance for Loan Losses, pg. 62]

As Alan Ferling poured his cup of 
morning coffee, he was already look-

ing ahead to this evening’s Board meeting. 
Normally Alan liked his credit union’s Board meet-
ings. But this meeting was going to be different. 
Tonight, he would have to tell the Board it was 
about to face one of its most challenging tasks in 
years: American Flag’s CEO was leaving. Soon.

[-Brooke C. Stoddard, Searching for New 

Leadership, pg. 93]

Remember that all money is not 

green. If new partners are not 

compatible with your credit union, 

the cost of taking them on will 

far outweigh the benefits of their 

capital contribution. So take time 

to find good partners.

[-Guy Messick, Expanding Ownership in a 

CUSO, pg. 88]

Wherever you see this symbol, there is expanded coverage on CUtv! 
CUtv is Callahan & Associates’ educational webinar network hosted on 
CreditUnions.com. Just visit http://CUtv.CreditUnions.com and type the 
event number listed into the CUtv search box.
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annual
report

As a group of over 91 million Americans who have joined a cooperative financial firm, you 
deserve to know how the credit union system performed in this recent “Great Recession.” 
Were credit unions faithful to their public policy role intended by Congress when it passed 
the Federal Credit Union Act in 1934?

The enclosed report shows that credit unions granted almost 20 million new or refinanced 
loans in 2009. This total of $271 billion was an increase of 7% over 2008. More impor-
tant, each loan was in the member’s interest, providing savings of hundreds or thousands 
of dollars over the term of the borrowing.

By contrast, the just released 2009 year-end data for the banking industry shows the 
sharpest drop in lending since WW II—an “epic pace” decline of 7%. 

Credit is central to the economic well-being of an individual, a community, and even the 
country. Loans empower. They enable individuals to buy a car, a home, or even attend 
college.

Credit union lending never stopped during these past two years when markets across the 
world were, at times, completely closed. Moreover, credit unions have been leaders in 
loan modifications totaling $7.3 billion in more than 38,000 loans. Modifications help 
members at those times they are most economically vulnerable.

The cooperative system stood by its members in this recession. That is what Congress 
intended. For 64 of the last 65 years credit unions have increased their loan portfolios
—in good times and bad. 

And just as important as the availability of credit is the powerful example of people 
working together, creating “common wealth” to support each other and their 
communities. Here again, credit unions demonstrated their value. Showing 
confidence in their system, last year members added over $71.5 billion in savings 
(a 10.4% increase), thereby helping fellow members with fresh money to be used 
for loans. 

Thank you for supporting your credit unions and thereby showing the country 
a cooperative way forward through this economic downturn.

Dear Credit Union Members:
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If there is one thing the past 24 months has taught 
us, it’s that any industry is only as strong as its weak-
est link. And we saw some surprising weak links dur-
ing that time frame. Bank of America, Citigroup, AIG, 
Bear Stearns. With peers like this, who needs enemies? 
But credit unions embrace a philosophy that is a little 
different than the all-hail-the-mighty-stockholder ap-
proach. Credit union success is determined by member 
experience, not by the bottom line. Credit unions use 
the power of the cooperative to provide the best option 
for a viable consumer finance model.

With such an outlook, it’s no wonder the industry nur-
tures and supports credit union service organizations 
as a solution to business and regulatory constraints. 

CUSO Expansion Fosters Collaboration
For more than 20 years, CUSOs have provided necessary 
services; the more successful ones are now entering the 
mature phase of the business cycle. When looking at the 
future of their CUSOs, credit unions are facing decisions 
about capital growth and ownership opportunities. In 
Expanding Ownership in a CUSO, industry expert Guy 
Messick examines the mechanics behind just that. The 
considerations might surprise you. For Find Your CUSO’s 
Magic Number, four service organization representa-
tives mulled over the pros and cons of CUSO expansion 
during a round table discussion. Sure expanding own-
ership can take the CUSO to the next level, but the knife 
cuts both ways and expanding CUSOs need to make 
sure they are fulfilling their obligations to all owners.

[87][87]
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CASE STUDY

American Flag Credit Union 
Following is the second CUSP Case Study.* While fic-
tional it is indeed a situation that has confronted a 
number of credit unions in 2009: American Flag CU is 
about to lose its seasoned CEO.  

The shock of quickly becoming leaderless is only one 
of the problems of American Flag CU ($387M, 44,000 
members, 70 SEGs) and Alan Ferling, its Board chair-
man, face. Loan demand is off and delinquencies up; 
recently American Flag was forced to close branches 
and lay off 10% of its employees. Morale is shaky. The 
capital ratio is 7%, and management has been raising 
fees. NCUA rated the credit union CAMEL Code 3 and 
may downgrade it further. The Board has some conten-
tious members. 

How to steer American Flag out of this tangle of 
thorns?

We presented this case to several consultants, includ-

*The first CUSP Case Study presented tribulations of Samantha Mitchell 

and the fictitious Circle-W CU, which was soon to lose its single sponsor 

and name. It appeared in CUSP 3Q 2007.

ing our own Chip Filson, with a request to submit brief 
strategies for moving American Flag out of its predica-
ments.  You can peruse the full case study as presented 
to consultants and then read the strategies as submit-
ted by Susan Mitchell of Mitchell, Stankovic & Associ-
ates, Boulder City, NV; John Redding and Richard Kamm 
of the Institute for Strategic Learning (ISL), Naperville, 
IL; Tony Ward-Smith of Ward-Smith.Com, Seattle, WA; 
and Rhonda and Kelly Cooke of Cooke/Andres; and our 
own Chip Filson.  
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Perspectives

2009 was one rocky year. So how did the 
national and credit union events of 2009 
affect credit union perspective and strat-
egy for 2010 and beyond? To find out, we 
spoke to leaders across the country and in 
credit unions large and small. These are 
John Tippets at North Island Financial CU in 
San Diego, Dave Doss at Arizona State CU in 
Phoenix, Mark Cochran at Jeanne D’Arc CU 
in Massachusetts, Diane Roberts at Hersehy 
FCU in southeastern Pennsylvania, and 
Norb Kaczmarek at Erie FCU in Erie, Penn-
sylvania. 

A common theme, of course, is building 
capital in anticipation of assessments. 
There is also some serious cost-cutting go-
ing on. Leaders are also eyeing alternative 
capital and some are hoping for a lifting 
of the member business loan cap. They are 
also keeping a keen eye on regulation and 
trying to plan for courtesy pay restrictions. 
But they also see good opportunity for seri-
ous growth owing to banks’ retrenchment 
and the increasingly positive media and 
word-of-mouth about credit unions rela-
tive to banks. The leaders we talked with 
are not looking at 2010 through rose-col-
ored glasses, but they can see their credit 
unions stronger and more capable coming 
out of the year than going in. 
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Editor’s Note:

At Callahan & Associates, we believe the 

theme for the credit union industry at 4th 

quarter 2010 is “Credit Unions at a Tipping 

Point”. Despite a challenging interest rate 
environment and continued NCUSIF assess-
ments, credit unions as a whole are healthy 
and poised to capitalize on a growing public 
awareness of the American financial services 
landscape. So what does this have to do with 
technology? In one word – everything. 

As Kara Greenwell cites in her article 
“Consumer Experience Matters” in 2008, 
63% of consumers of U.S. online adults who 
researched a financial product did so online. 
For that simple reason, refining and develop-
ing your e-Branch channels will be critical to 
succeed in the current economic environment. 
This quarter’s Technology@CU walks you 
through the e-Branch touch points and their 
goals, from garnering the attention of potential 
members to more effectively serving existing 
members, all from a technology perspective.

Managing Editor and Industry Analyst Chris 
Tissue leads off with a vendor market share and 
overview of the major e-Branch channels –  
e-Statements, Home, and Mobile banking. 
Then we jump right into the top of your e-
Branch funnel, focusing on two major ways 
to attract visitors to your website. President of 
DigitalMailer, Ron Daly, describes email best 
practices and Staff Writer Rebecca Wessler 
explores the importance of content marketing 
and the role credit union micro/macro sites are 
playing in engaging financial web surfers.

Once visitors are on your website it’s critical 
that you create an experience as engaging as 
an in-person branch visit. Kara Greenwell, 
Marketing Manager for Leadfusion, walks 
through the consumer consideration process 
and the growing importance of Financial 
Experience Management for the online chan-
nel. Next, Callahan Research Manager Denise 
Senecal provides a guide to the pinnacle of 
online financial interactivity, Personal Financial 
Management tools or PFMs, drawing on two 

credit union case studies to illustrate just how 
powerful this emerging technology can be in 
creating a loyal online membership. 

Finally, we look at the e-Branch strategy expe-
riencing the most rapid development, mobile 
banking. Jason Marshall, Director of Product 
Development, Harland Financial Solutions, 
discusses the benefits of different mobile tech-
nologies. I close out this quarter’s Technology@
CU with a look at various credit union iPhone 
applications that empower members to have a 
greater grasp of their personal finances wherever 
they go. 

Like the e-Branch services we discuss this 
quarter, our content isn’t confined to just one 
form: Technology@CU print edition has a asso-
ciated online module for subscribers.  Online, 
subscribers can read additional articles covering 
the rapid progression of these delivery channels, 
research supplier offerings in the Buyers Guide; 
and, most importantly, use Callahan & Associ-
ates’ robust data engine to obtain market share 
information for all credit unions including their 
choice for supplier partners. 

Subscriptions are available by purchas-
ing Credit Union Strategy & Performance 
(CUSP), the quarterly final performance jour-
nal, to which this publication is a supplement. 
www.creditunions.com/CUSP

Lastly, be sure to look out for the 1Q 2010 
edition of Technology@CU which will cover 
another fast changing landscape, payments. 
We’ll take a look at all aspects of the payment 
market from A2A to P2P; from credit to debit; 
from bill pay to alternative payments, and 
where technology at your credit union fits into 
these sticky services.

Alix Patterson | Editor 
editor@creditunions.com


