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Ms. Mary Rupp, Secretary ofthe Board 
National Credit Union Administration 

1775 Duke stmet 

Alexandria, Virginia 22314 ..,3428 

Via Email: relcomments@ncua.gov 

Re: 	 Proposed Amendments to the NeUA CUSO Regulations 
(12 CFR Parts 712 and 741) 

Dear Ms. Rupp: 

TruWest Credit Union, which bas served the needs ofmembers in MaricopalPinal Counties. 
Arizona and TravislWilliamson Counties, Texas for over SO years, appreciates the opportunity to 
comment on NCUA's proposed amendments to credit union service organizations (CUSOs) regulatory 
requirements. NCUA's proposal raises several significant concerns for CUSOs, their credit union 
owners, and the credit unions that arc served by these organizations. 

1. 	 The Role ofCUSOs in the Credit Union Movement 

The cornerstone of the credit union industry is colJaboration. CUSOs are an integral part of the 
collaborative process. They are dedicated to assisting credit unions to find operational efficiencies and 
provide key services. for increasingly demanding membership, which' credit unions might not be able to 
offer. CUSOs foster Umovation and allow credit unions to meet the growing needs ofcredit union 
members in an environment which also permits them to minimize risk to each individual credit union. In 
short, CUSO's represent a vital component to credit union competitiveness, particularly small credit 
unions. 

II. 	 Adeguate Capital Reguirements 

The expansion ofexisting capital rules, to place state chartered credit unions on par with 
federally chartered credit unions seems reasonable given the risks are common to credit unions, 
regardless of charter type. State chartered credit unions that are less than adequately capitalized should 
be required to submit a request to the appropriate state regulator prior to investing in a CUSO that 
exceeds investment limits set by a particular state. 
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~u seems l'f".duAdant to require credit uniQDS to submit the same request to their 
IlCUA R!fPoual oftiee. This dual approval requirement is wmecessary, inefficient and 

~ l!.fomowr. requiring state chartered credit unions to obtain NCUA approval diminishes the nature 
.oftbe4itYering cI1artms and the federal system as a whole. The decision should rest with the state 
regdItor. which is certainly capable ofevaluating the relative risks to both the credit union and share 
insurance fund. 

III. NeUA Reporting RA;quirements / Access to eUSQ records 

The proposed rule would require both state and federally chartered credit unions to include in 
their euso agreements a provision that would require eusOs to d.irectly submit financial reports to 
NeUA and the State Regulator~ ifa state chartered credit union is involved. We are strongly opposed to 
this requirement. This is direct regulation ofa vendor which NeUA does not have 1egal authority to do. 
Rather than seek a legislative change granting NeUA this vast authority, NeUA is attempting to back 
door direct vendor regulation, relying on its safety and soundness powers. 

NCUA intends to collect balance sheet and income statement information, yet it is unclear what 
actions or steps NeUA will take after receiving this information. This adds another burdensome 
regUlatory requirement for eusOs. Prior to adding this burden to euso's, NeUA should consider 
requiring credit unions to include additional information in their call report submissions rather than 
creating a separate reporting requirement for eusos. Credit Unions already have the expertise and 
experience in filing call reports, the information credit unions provide regarding eusOs is minimal and 
the "systemic risk" that NeUA seeks to identify could easily be identified by additional information 
reported by credit unions. Additionally, the industry should at least be given an opportunity to review the 
actual reporting that NeUA intends for eusos and provide comment before being subject to this 
requirement. 

As justification for the proposed rule, NeUA references a single MBL euso as an example of 
the "systemic risk" NCUA seeks to identify. First. a single example hardly seems to represent "systemic 
risk", 

Second, if this indeed does pose "systemic risk", then the proposed rule should be focused on 
dealing with the risk, rather than simply vastly expanding NeUA's power. The proposed rule seeks to 
impose broad and burdensome requirements on all euso's, even those currently regulated by others Le. 
SecuritieS and Exchange Commission. Does the NeUA honestly believe that it has greater expertise to 
identify risks inherent in non-deposit investment products than the SEC? 

'Third, there is no evidence that CUSOs pose a "systemic risk" to the credit union industry. All 
credit union assets invested in CUSOs amounts to only 22 basis points and less than I% oftotal assets. 
The credit union had significant greater exposure to corporate credit unions and despite NeUA having 
more than adequate regulatory authority, the systemic risks posed by corporate credit unions were not 
adequately mitigated. Regulatory authority is a poor substitute for regulatory inaction. 
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