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TGECU 
GNtIItJrJlAIIIo:to.alH:Jn~ 

September 23.2011 

MaryRupp 

Sec:nR8ry of1he Soard. National Cf8dit Union Adminiatrdon 

1775 Duke Street 

AIexandrta. VA 22314-3428 


Re: 	 NCUA Propoeal on Credit Union Sentlce Organizattons (CUSOB): CUSOS 12 CFRParts 
712 and 7<41 

o..Ma.Rupp: 

On behalf of GECU. the Iarge8t locally owned cndtt union tnEI Palo. Texas. this letter II In 
reaponeeto 1tIe req~ for comments 111f111'C1in112 CFR P .. 712 ... 741. GECU CUIT8f'ItIy 
aervae arnembenltip of over 300,000 wIh .... of $1.7~. GECU unca...1henature 
of 1M propel'" from NelIA, apfI'08Dh • a IIIety and ....,..,... I'fIg&IIator to ....... the 
viabifily of GI"fdt l.IIioM. HotrJewrer, OECU ill oppa••d to 1M ~ll..dilD CU80e for the 
following reasons. 

NCUA's information c:Iec:Ioeure and regllIation of CUSOs wit stifle the ability of cusOe to be 
Innovative and provide CGIabonII.. IOIutionI that wit ..... credit unions. ReguIIIlory 
conaiderationa will ofIan replace value .... In the deciIion to InYeat in a CUSO and not 
provide any recognizable regulatory value beyond what 8Ire8dy ...... eapeciaIIy for CUSo. 
1hat are revutated by oIher..... 18I'VicaI1'IIgUIatora (e.G., SEC and .......... regulators). 

GECU would support a raquliwnent"hlt CUso. make 8Vllilable quarterly finMCiaI ataIements 
prepared under GAAP to their end uniona. ,..... ., annual a" under GAAS, and that 
CUSo. agree with their credit \I'Iiona to provide nect!1118ary ilformallon in order for the Cf8dI 
union to perform proper due diligence • it ....... to lie CUSO. We WDUId aIIo support an 
exemption or waiver procea from the ~ for smaI CUso. for which. such 
requirements would .Impoae a significant bwdan. NOUA'. legal auIhority to approve the 
proposed Rilgulatory changes exceeds Is authority. 

GECU. as atatsd above, is In favor of requiring the GAAS and aMP reports be provided by 
CUSo. dlreclly to their credit union for evaluation and continued monitorin; of CUSO activities 
and is opposed to the regulatory consideration of condJtIoning fedel'a18hare Inaw'ance to require 
their CUSo. to provide OMS and GMP raports. The NCUA already n. lie abilly to examine 
the books and rIICOfds ofCU808 and exen::iae full IeveI1lSJ8 over the credit LI1ion owners to 
resolve any safe\y and soundnell iasue&. 

GeCU supports the decision to require federally Inaured atate-chartwed credit unione (FISCUs) 
Which .. teas than adequately capitalized to seek .aupervisoty approval before making 
investments in a CUSO as federal credit unions (FCUa) are subject to supeMeory approval, 
This wil provide parity amongst FCU. and FISCUs. 

While GECU is opposed to several aectiona of the proposal, GECU is however, in favor of state 
supervisory authorities (SSAs) obtaining exemptions for FISCUs from c:ompIiance with 
§712.3(d). 
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CUSOs help credit unions eam and save millions of dollars under the current regulatory model. 
There is no evidence that cusoa pose a systematic risk to credit unions whiCh requires 
regulatory change. 

Many very successful CUSOs that drive significant savings and income to credit unions do not 
have a sizable capital structure or generate income. GeCU awns and utilizes $evera! CUSOS. 
Our primary CUSO is designed to fulfill the philosophy of the credit union movement. The CUSO 
help$ underaerved members who normally would not be able to meet the criterion of home 
purchasing via credit couM&ling, federal granta. financial literacy classes and other such 
programs. 

Operational cuses are designed to save the credit union's operating costs and not to make 
money, FinanCial service CUSOs are often formed solely for marketing or license purposes and 
Income flows from a third party vendor directly to the a1!Idit unions. 

If NCUA is to review CUSOs based solely on balance sheets and income statements, the 
following questions must be answered: 

• 	 With this provision and its desired outcome, what is the procedure to obtain NCUA 
approval to make additional Investments? 

• 	 What are the standards of review that NCUA will use? 
• 	 Is there a time period in which NCUA must respond to a request or can the request go 

unanswered? 
• 	 How will SSAs be able to obtain exemptions for their FISCUs and how long will the 

exemptions last? 
• 	 What is meant by a subsidiary? Ooes a CUSO have to have controlling interest in a 

company or does a 1% ownership in a company make the company a subsidiary? 
• 	 NCUA wiD curtail the power of credit unions with leu than 6% capital to invest in CU SOs 

if the aggregate cash outlay to a CUSO exceeds the CUSO inveetment limitation on a 
cumulative basis. How far back does the CLmulative calculation go? What If a credit 
union invested in a CUSO ten years ago, does that count? HOW' do investments in other 
cuses figure in to the analysis? 

• 	 What is the procedure to obtain NCUA approval to make adcIitional investments? What 
are the standards of review that NCUA will use? I. there a time period in which NCUA 
must respond to a request or can the request go unanswered? 

• 	 How does NCUA expect to see the value of CUSOs to credit unions or anaAyze risk 
Bolely through a balance sheet or income statement? 

• 	 What will be the NCUA1s standards of review for CUSO success? 
• 	 Does NCUA intend to shut down a cusa that does not have a large balance sheet or 

inoome statement regardless of the positive financial or service impact the cusa has for 
its credit union owners? 

We ask that NCUA withdraw the proposed amendment or consider revising the amendment with 
the proposats outlined in our letter. We appreciate the opportunity to comment on the proposal. 
If you have questions regarding our comments, please contact me at (915) 774-8200. 

HM:dp 


