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September 14, 2011 

Mary Rupp, Secretary of the Board 
National Credit Union Administration 
1775 Duke Street 
Alexandria, VA 223 1 4-342~ 

Email: n:gcOI1lmCnls(u;!lCua. gov 

Re: Comments to the Proposed 
Amendments to the NCllA Regulations re: 
CUSOs 12 CFR Parts 712 and 741 

Dear Ms . Rupp: 

Please be advised that CU Mortgage Direct , LLC opposes the above referenced 
Amendment to the NCUA Regu lations regarding CllSOs for the followin.g reasons. 

NCUJ\'s information disclosure and regulation of CUSOs will stine the ability of 
CUSOs to innovate and provide collaborative solutions that will sustain credit unions as 
regulatory considerations will often replace value factors in the decision to invest in a 
CUSO and not provide any rccognizable regulatory value beyond what already exists, 
especially for CUSOs that are regulated by other financial services regulators (e.g., SEC 
and insurancc regulators). 

Our CUSO is IOUc/v owned by credit unions and pruvides mortgage pIOces~irjg , 

originations and servicing to over 33 credit unions ancllheir members. 

NCUA's legal authority to approve the proposed regulatory changes is suspect. 
NCUA docs not have regulatory authority over CUSOs yet this proposal requires CUSOs 
to provide financial information directly to NCUA which NCUA will retain and evalualc. 
This looks and feels like vendor authority and dircct regulation of CUSOs which has not 
been authorized by Congress. 

By imposing regulatory burdens on them, CUSOs are put at H competitive 
disadvantage with non-CUSO competitors. NeLIA wants CllSOs to submit their 
t:(lllfldLlllWI business plans, halance sheets, income statements and cnnfiucntlill custOI11C'f 
lists. In gathering and holding this information, NCLIA puts CUSOs in a competitive 
disadvantage hy exposing private business secrets to public dissemination through FOIA 
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requests. CUSOs a re the coll aborative a rm of c red it unions trying to solve ope rational 
and financ ial issues for credit unions and cred it uni ons should not have unnecessary 
hurdl es placed in the ir path as they seek solutio ns to their sustainability. 

CUSOs hel p credit un ions earn and save millions of dollars under the current 
regulatory mode l. T here is no ev idence that CUSOs pose a systematic risk to credit 
unions that req uires regul ato ry change. T he aggregate amount invested in and loaned to 
C USOs is only 22 bps of industry assets. It' s inconceivable that thi s trul y can represent 
" sys tem ic risk" to the industry. especia lly when the total aggrega te inves tment in Llnd 

loans to CUSOs is considerab ly less than the annual corporate s tabilization assessments 
in any or the las t th ree yea rs. Each nedit union 's CUSO invest'ment risk is less than 1% 
of its assets. NC UA already has the abi lity to examine the books and record s of C USOs 
and exerci se fu ll leve rage over the credj t union owners to resolve any safety and 
soundness issues. NCUA cannol make the case that C USOs bad anyth ing to do with the 
finan c ial difficult ie s i ll the credit union ind ustry. 

NCUA' s two reasons fo r IlTlposing reguJatory autho rity over all C USOs are 
inadequate to j ustify new reguJalion. NC UA desires parit y 'vvith bank s ' regulatory 
authority over ba nk operatin g subsidiaries ye t there is no evidence that the banks' 
regu latory authority over bank ope rating subsidiari es mitigated bank losses in the 
economic crisis . NCU A ciles substanti a l loan losses realized in a certain business 
lending CU SO . Even if C USOs lhat make bus iness loans pose a risk that need 
addressing. NCU A ' s a ttempt to app ly a regulatory cure fo r a business lendin g CUSO to 
all C USOs is misguided whe n busi ness lending CUSOs an.: cslimulcd In const itute less 
than 10/{ of total CUSOs. 

The additi onal costs of the proposed C USO rul e in sta ffi ng and ope rational budge t of 
NCUA is an unjust ifi ed and unnecessary ex pense the industry w ill have to bea r. If NellA 
expects to hire ::xperts in every type of business Cl1S0s engage in. the c OSIS \-v itl he 
staggc ri ng. 

There are terms in the p roposal that are in need of s igni ficant clarification . W hal is 
meant by a subsi diary? Does a CUSO have to have con tro ll ing interes t in a compan y or 
does a 1% ownership in a company make the company a su bs idiary? 

NCUA wi ll curt ail the power of credit uni o ns w ith less than n% capi tal to invest in 
C USOs if the aggregat e cash o utl ay to a CUSO excecus the CUSO investment limitation 
on a cumulat ive basis . How fa r back cloes the cumulat ive ca lculation go? W hat if a 
credi t unio n invested in a CUSO ten ye ars ago , does that cou nt'.} HO'vv do inves tments in 
other CUSOs figure in to the analysis '! 
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What is the procedure to obta in NCU A approval to make additional investme nts'! 
What are the standards of rev iew tha t NeUA w ill use? Is there a ti me period in w hich 
NCU A must respond to a request or can the request gO unanswered? 

Many very successfu l CUSOs lhat drive sign ificant savings and income to credit 
unions do not have a s izable capi tal s tructure or generate income. Operational CU SOs 
are designed to save the credit union"s operating costs and not to make money. Fjn~mcial 

service CUSOs are often formed solely fo r marketing or lice nse pu rposes and inco me 
flow s f rom a thi rd party vendor di rec tl y to the cred it unions. If NeVA is to review 
CUSOs based solely on balance sheets and income statements, there arc questions that 
must be answered. How does NeUA expect to see the value of CUSOs to c redit unions 
or analyze risk solely througb a balance sheet or income statement? What will he the 
NC UA ' $ standards of revi ew for CUSO success? D oes NCUA intend to shut down a 
cusa that does not have a la rge balance shee t or income statement regard less of the 
positive financial or service impact the CUSO has for its credit union owners? 

W e ask the NCUA to wit hdraw the proposed Amend men t. 

CC. 	 T he Honorab le Debbie Ma tz, C hairman 
TIle Honorab le M ichael FrYL:d , Board Member 
T he Honorable G igi Hyland, Board Member 
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