
Septcm bel' 1. 20 I I 

. .. ary Rupp, Secretary of the Board 
ational Credit Union Admi nistration 

1775 D uke S treet 
Alexander. VA 2231 4-34n 
Em ail : reg~o1l1ml.!nts(tI ' nL'ua WI\ 

Re : Comments to the Proposed Amendm ents to the 
'eLlA Regulations re : CUSOs J2 CFR Parts 712 

and 741 

Dear Ms. Rupp: 

Please be advised that the trade organ ization known as the Product & Research 
Organ izatio n for Cred it Unions (PROCU ) opposes the above referenced Amendment to the 

CUA Regulations regardi ng CUSOs i\.)r t he t() llovv'ing reasons. 

NCUA' s information d i<;cl osure and regulat ion of CUSOs will stitle the ability of CUSOs 
to innovate and pro\ ide co ll abora tive so lutions that will susta in cred it unions as regulatory 
considerations wil l often replace value fa ctors in the dec ision to invest in a euso and not provide 
an)! recognizab le regula to ry value beyond what already exists, especi ally f()r C'USOs that are 
regul ated by othcr fin an c ial services regu la tors (e.g .. SEC and insurance regulators). 

PROCU helps Credi t Uni()l1S identi fy and implement revenue generating oppOJiunities as 
we ll as best practi ~es in the areas of invest ment alld insura nce sen 'iees. These sen /ices are 
genera ll y offered by Cred it Unions to mem bers via a CUSO. By offering th ese services C redit 
Unions have benefi ted in the obi lilY to grow and divers ify non-interest income. Members have 
benefi ted greatly in the abil ity to achie\c th eir fi nancia l goal s by having access to th ese servi ces 
tradit ionally ofl-ered only hy larger instit uti(l l1 s such as ban ks ,md brokerage houses, We feel that 
the proposed regula to ry changes w ill negati \'t~ly im poct Credit Un ions and th cir ability to offer 
these services to members . 

NCUA's !egal <lu thorilJ- to approv\.' the proposed regulatory changes is SllspeCl. Ne l lA 
does not have regulato ry authority over CUSOs yet this proposal req uires eusos to pro\ 'ide 
fin ancial intormation d irectly to NCUA whic h NCU A wil l retain and evaluat e. This looks and 
feels like vendor authority ,:1I1d direct regulat io n of eusos wh ich has not been autho ri zed by 
Congress. 

By imposi ng regul atory burdens on them. CUSOs are put at a competitive di sadvantage with 
!lon-CUSO com petitors. NeUA \;vants CUSO to submi t their business plans. balance sheets, 
income sta tcments and customcr lists. [n ga ther ing and holding this in formation, NeUA puts 
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CU SOs in a com petiti ve disau vantage oy exposing private business secrets to public 
dissemination tbrough FOIA requests. CUSOs arc the collaborative ann of credit unions trying 
to solve operational and fi nanc ial issues t (X credit unions and credit union s should not have 
unnecessary hurdles placed in the ir path as they seek solutions to their sustainability. 

CUSOs help credit uni ons ea rn and save mi llions of do ll ars under the cunent regulatory 
model. There is no ev idence th at CUSOs pose a systematic ri sk to cred it unions tbat requires 
regu latory change. The aggregate amount invested in and loaned to CUSOs is only 22 bps of 
industry assets . It' s inconce iva ble that this truly can represent "sys temi c ri sk" to the indus try. 
especially when the to ta l aggregate investm ent in and loans to CUSO s is considerably less than 
the annual corporate stab ilizati on assessments in an y of the last three years. Each credit union ' s 
CU SO investment risk is less th an I% of its assets. NCUA already has the ab ility to examine the 
books and records of CUSOs and exercise full leverage over the credit union owners to resolve 
an y safety and soundness issues . NCUA c~mn ot make the case tha t CU SO s had anyth ing to do 
w ith the fi nancial di fficu lt ies in the credi t union ind ustry. 

CUA' s t\\lO reasons fo r regu latory authority over all CUSOs are inadequate to justify new 
regulation. NC Ui\ de s ires parity w ith ban ks ' regulatory autborit) over bank operating 
subsidiaries yet there is no evidence that the banks ' regulatory authority over bank operating 
subsidiari es mitigated bank losses in the economic cri s is . NCUA cites substantial loan losses 
real ized in a certain business lending CUSO. Even ifC USOs that make business loans pose a risk 
that need add ressing, NCUA's attem pt to apply a regulatory cure for a business lending CUSO to 
all CU SOs is misgu ided when h us iness lendin g CUSOs constitute less than 1% of total CUSOs. 

T he add itional costs of the proposed CUSO rule in staffin g and operational budget of NCUA 
is an unju stifi ed and unnecessary expense the industry wil l have to bear. If NCA U expects to hire 
experts in every type of business CUSOs engage in . the costs w ill be staggering. 

T here are tel1llS in the pro posa l that arc in need of signifi cant clarification. W hat is meant by a 
su bs idiary? Does a ('USO have to have co ntrolling interest in a compan y or does a I % ownership 
in a company make the company a su bsid iary? 

CUA will curtail the power o f credit unions with less than 6 Iy;) capital to invest in ('USOs if 
the aggregate eash uu tl ay to a CUSO exceeds th e CUSO in vestment limitation on a cumulative 
bas is. How far back do cs the cumulat ive calculation go'? W h3t if a cred it union invested in a 
CUSO ten years 3g0, does tha t co unt? How do in ves tments in other CUSOs figure in to the 
analysis? 

W hat is the proced ure to obtain NCUA approv al to make add itional investments '? W hat are 
the standards of review that NCUA w dl use'? Is there a time periud ill vvhi ch NCUA mList 
respo nd to a request or can the request go unanswered? 

Many very successful CUSOs that d rive si gn ificant savings and income to cred it un ions 
do not have a sizable ca pital structure or generate income. Operational CUSOs are designed to 
save the cred it un ion ' s operat ing costs an d no t to make money. Financial serv ice CUSOs are 
often formed solely for marketin g or license purposes an d income flows from a third party vendor 
directl y to the credit un ions. If NCUA is to rev iew CUSOs b3scd solely on balance sheets and 
income statements, there are questions that must he answered. How does NCUA expect to see the 
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value of CUSOs to cred it unions or anal yze risk so lely throu gh a balu nce sheet or income 
statement? What will be the NellA 's standards of rev iew for ellSO success? Does NC 
intend to shut dm,vn a CUSO that docs not have a large halance sheet or income sta tement 
regardless of the positive fi nancial or servi ce impact the CUSO has for its credit union owners? 

We ask th at NCUA to withdraw the proposed Am end men t. 

;~~~ 
Do uglas W icks, Bo aJ'd Chair 
Prod uct & Research Organi zation for Credit Unions 

cc. The Honorable Debbie Matz, Chairman 
The Honorable Michael Fry:t.cl, Board Mem ber 
The Honorabl e G igi Hyland, Board Member 
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