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Murch 3, 2010 

MaryRupp 
SooretDry ofthe Board 
National Credit Union Association 
1775 Duke Street 
Alexandria. VA 22314 

Dear Ms. Rupp, 

lhank you for providins the opportunity to comment on the NeUA Proposed Rule on 
Parl 704, Corporate Credit Unions. 

While 'We, at Members tst l~cderal Credit Union. undentand the NeUA's need to addrcs~ 
areas within PlU1 704 regarding capitalleve1s and invcslmc11t authorities, we also believe 
it is important that the restrictions be ICBIODIlble. The new regulations should not be SO 
restrictive that they inhibit a corporate credit union's ability to provide competitively 
priced services to natural pelIOn credit uniODS. 

We submit the following comments regarding the proposed rule on Part 704: 

Capital 
). 	Under the proposed regulation, Perpetual Contributed Capital (PCC) that exceeds 

retained earnings is excluded from the capital calculation. We believe that either 
tho entire balance ofpee must be included in 'ncr 1 capital. or it must be 
returned to members. 

). 	The proposed regulation should be modified to allow current MeA balances that 
are placed on notice or not otherwise converted to count as capital at the same 
two·ycar declining scale as defined in the present regulation. 

)- The proposed regulation should also be modified to pcnnit the withdrawal notice 
to be reduced to three yem on Non-pcrpctuaJ Capital Accounts (NCA), which 
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have no stated maturity, if the funds contributed have already been in NCA 
member capital accounts for at least two years. 

> 	We have concerns that the ability of any corporale credit union to obtain 45 basis 
poinls in retained earnings in three years is not rcalh.uc:. ifthe cuttent interest raic 
environment continues. 

)- Retained earnings modeling \D1dcr the current proposed regulation is unrealistic 
in the current low rate environment and does not take into account the different 
cost structures orvarious COl-porate credit unions. 

Credit Risk Management 
)- The single obligor concentration limit within the proposed regulation is set 3125% 

of capital or $5 million. This limit is too restrictive and could actually place 
corporate credit unions at higher risk by overly oonstraining balances that ctln be 
placed in strong, well capitalized depository institutions. Corporate credit unions 
could be forced to make riskiec jnves1menL~ due to the limited number ofhighly 
rated financial institutions. A much higher limit should be applied to cash 
deposits in financial institutions, which are already heavily regulated by federal 
authorities. 

Investments 
)- We would recommend that NCUA simply eliminate the higher investment powers 

(parts I through IV) while retaining the "Base Plus" authority. This wou1d be a 
simplification ofthe regulations, which would still result in limitations on 
investment powers. 

Asset Liability MaDagement 
» Testing and modeling requirements under the proposed reguJation are excessive 

and ace layered on top of one another in such a way that they could be in conflict. 
Combining the requirement for testingllimitaUons for investment 
sectoring/obligor concentration limits and spread testing represent a layered 
regulatory framework that is (lverly restrictive. ALM tcsting and restrictions 
should be equivaJent to that ofcorresponding bank regulations. The proposed 
credit union regulations should nol impose more strict regulations than existing 
bank regulations. 

Corporate Goverl1aDce 
» Limiting potential Board candidates to those holding 1l1e specific credit union 

titles ofCEO, CFO, and COO is not an effective measure for identifying the 
suitabiJity ofthe candidate (additionally, the regulation makes no provision for 
credit unions that use titles such as Manager or Treasurer foe their mO~1 senior 
otiicers). There are other well·qualified potential board members, including non
credit union business professionals, attorneys, clc. These professionals, who ha.ve 
relationships with the natural person credit unioJl members could provide a wealth 
ofknowledgc and experience. 
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