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March 8, 2010 

MaryRupp 
Secretary of the Board 
NadODal Credit UDiOll Administration 
1775 Duke Street 
AlexaDdria, Virginia 22314-3428 

RE: Proposed Regulation 12 CFR Part 704 

Dear Ms. Rupp: 

In my opinion, the Proposed Regulation 12 CFR Part 704, as it is written, sQmds to 
substantially damaae the credit union COIDDlUDity. I would also like to state that existing 
Regulations and Guidance issued by NCUA in the past has been. timely. well thought out, and 
adequately supported by Examination Procedwes issued by NCUA. 

I would refer the NCUA Board. to criticisms made by corporate credit uniODS for the parts of 
the Proposed Regulation that quite clearly describe bow the assumptions in the model just don't 
work. One example of this is1he .raponse to the Proposed Regulation fiom Southwest Corporate 
dated 2-17-2010. 

There are two :«:UA Letter to Credit Unions that, in my opinion, gave excellent guidance to 
credit unions. Letter No. OO-CU-IO, dated November 2000 .tdressed "Asset Liability 
Management Examination Procedures". Letter No. 03-CU-15, dated September 2003, addressed 
'~ Estate Concentrations and Interest Rate Risk Management for Credit Unions with Large 
Positions in Fixed-Rate Mortgage Portfolios" -TIle NCVA Examiners Guide for these topics is 
quite clear and to the point 

So what went wrong? A very large part of the problem was that bonds were rated as AAA by 
the rating agencies when there was not a sound basis for that. There is an article in the CFO 
Council library dated January 26,2010 that describes how losses could have been mitigated by 
selecting only senior and super senior structures. The author ofthat article is an outstanding 
example ofthe level ofknowledge needed to properly manage a mortpge-backed portfolio. 
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