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Ms. Mary Rupp 

SecreIary afthe BQ,rd 

~()'edtt Unton Aasodatlon 

1775 Duke Street 

AleXandria, VA 22314-3428 


.Ref: Comments on NeUA CUSO Rule - 12 CFR Parts 712 and 741 

Dear~. Rupp: 

Thank you fOr ttteopponunity to provide our comments on the proposed rule to amend the NeUA 
resulatlons on CUsa's. By way ofbacktIround. Coastal feU Is a $2 billion credit union based in Raleigh 
NC. Coastal has been Involved In CUSO's for many years and believes they are a vital toot forfadlttatl.... 
GOllaboration'mons aeditunions, and for cfellverl.... serYlces to members that fall oJJt:ltde. at.tM 
Incfdental powers rules. 

coastal's current inVolvement in CUSO's Is as follows: 

1. 	 MaJority OWned CUSC's 

A. 	 Coastal Federal Financial Group, U.C (CFFG) - 100% owned by COastal. This CUSO does 
not have any operatJl1I'ines of business, but is used as a tool by Coastal to make and 
manage investments in other CUSD's. 

B. 	 Coastal Title Insurance Company, UC - 80% owned by CFFG; 2'* by SUrety Land Title. 
This CUSO proyldes real estate title Insurance, prlmerilyto borrowers who obtain real 
estate I.oans through Coastal. 

C. 	 Daymark Realty, LLC - 1~ owned by CFFG. PrOYIdes residential real estate brokeraae 
services to Coastal's members. 

2. 	 Minority Ownership 

A. 	 Members Trust Company - Coastal owns $1,000,000 In common stock. Coastars Wealth 
Management division uses Members Trust to provide trust services to Coastars 
members. 

B. 	 CO-OP Network - Coastal purchased a $25,000 equity stake, and receives additional 
equity each year as part of C~P's patronase dividend Pfosram. Coastal processes all 
ATM and. debit card transactions through CO-OP. 

Experience the Difference. 1 PO Box 58429 Raleigh,NC 27658-842911-800-868-42621 www.coastalfcu.org 
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C. 	 Carolina Credit Union Services (Shared Branchina) - Coastal has a $250,000 Investment 
In this state level CUSO that provides access to shared branching networks to credit 
unions in NC. 

D. 	 UGenius CUSO, UC (Personal Tetler Machine Technology) - Approximately 12" owned 
by CFFG. CFFG has invested $750,000 In this CUSC plus received a 5% ownership stake 
for Coastafs contributions to the development of the uGenlus Personal Teller/Vldeo 
Banking system. uGenlusprovides video bankins technolosv to the aedit union 
Industry, and to the banking industry through another company. 

E. 	 Members Development Corporation (Research & Development) - Coastal has a $30,000 
equity stake In this Industry research and development company. 

F. 	 Credit Union Direct Corporation - Coastal owns $700,000 in common stock. The CUSC is 
a credit union owned lendiill portal for credit union members to access credit union 
loans at the point of sale for automobiles and other products or services. 

Coastal's comments on the proposed rule are as follows: 

1. 	 Generally, we do not believe that additional regulation of CUSO's Is necessary. While there has 
been one significant CUSO fallure,CUSO/s do not represent a meaningful risk to the industry, 
but do provide signIficant operational and cost benefits to credit unions, and do provide many 
valuable servi«.:e:. Lu \:I~U UlljUII IUwrnWlllI lhilL wuuld uLh\:!, wll>l:! bt! unavailable through their 
credit union. 

2. 	 We don't object to the NCUA's desire to better track and monitor the existence of CUSC's, 
which Is already a(;compllshed throUlh credit union call reports, at least for FeU's. And we don't 
object to the annual reporting of basic financial, capitalization and earnings information on each 
CUSO to the NCUA. With respect to the proposed reporting requirements, there should be a 
short-form, summary reporting mechanism for small, majority-owned CUSQ's. 

3. 	 NCUA's scrutiny and rulemaking related to oversight of CUSO's should be focused on those 
CUSC's, that because of their size, breadth of their customer base and nature of business, pose 
meaningful risks to the Industry and/or the share Insurance fund. Significant resources and 
reporting requirements should not be imposed on small CUSO's that do not pose such risks. 

4. 	 The rules should distinguish between CUSO's that are majority owned by no more than one 
credit union, and CUSO's that are owned by multiple credit unions. The rules should exempt 
majority owned CUSQ's below a certain asset, revenue or %of credit unions Net Worth levels 
from onerous reporting or oversight rules. 
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