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Via Fax; (703) 518-6319 l: 
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I,.; 
MaryRupp i':~ , 

; :-1Secretary ofthe Board :I·!National Credit Union Administration ;':1 
1ns Duke Street , 

, ! ,'I" 
Alexandria, VA 22314-)428 ,.j

1:,.,1 
d' 

Re: Corporate Credit Unions Proposed Rule published December 9~ 2009 12 CFR Parts 702, 703~104. 
et aI. [I" 

If" 

'I!!Dear Ms Rupp: d:
i,:.. 

Thank you for giving me the opportunity to comment on the Cotporate Credit Union Proposed ~c. 
Corporate Credit Unions playa vital role in the success ofNatural Persons Credit Utrions. It is ~ 1;' 
imperative that changes to their structure do not prevent them &om fi.lling this mle. i!!
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~I"i.,Sincerely, ,.,. r: 
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Connecticut State Employees Credit Union~' Inc. 

March 9~:J!O I 0 
;·!r .1 

Ii'; 
~ I : 
I,'I. Value Pro'Vided 
,. 

Constitution Corporate is valued because of the benefit it brings to the movement in the State of .... 
Connecticut in the form ofexpertise, services and support. The Trust in Constitution to fulfill vita~': 
roles is evidenced by the high market penetration in Connecticut Credit Unions. Constitution's is~! 
noble commitment which permits Connecticut Credit Unions to keep their operating expenses low~' 

, I 

have access to afIordable liquidiLy. and generate investment income with a premiwn on safety all~pr 
the purpose of returning more to the members ofNPCUs. Simply put, COllstitulion's role is :'; 
fundamental to allowing COIlI'lectleut Credit Unions to fulfill their mission of service to their me~ers. 

I 
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11. Capital Requirements 
:i; 

NCUA has recognized lhat shielding new capital investments fTom immediate loss from "'legacy ::,; 
assets" on corporales' books is required and has made it an agency priority to develop a proposed !': 
solution to this issue. I feel this will be vital to the healthy recapita1i~tion ofcotpoT'8.tes. The onej 1h 
three-year time frame for recapitalization is not reasonable and a ten year time frame should be ;: 
adopted. i1~ 
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III. Deposit Concentration Limitations 

Basing it on "professionaljudgmenL." NCUA maintains that deposit concentration must be kept ~low 
10% so that no one single depositor can wield 100 mueh power over a corporate. However. scrioQ;> 
consideration should be given to the negative impact this requirement would have on smaller ;:: 
corporaLes and the credit union system. .. :: , 

j 

Immediate Impact on Corporate Assets 
Ii; 
"Ii 

Under this restrict jon, cotporates and the credit union system willlose deposits when they can least 
afford to. Even Vltith Ii 30 month phase-in, deposits will be quickly and significantly wilhdrawn. ~me 
depOSits already have been taken out of the system on the mere possibility ofthis change. When :'; 
assessing the immediate impact on corporate assets. it is reasonable to infer that. any depositor in;peed 
oftwo·year investments would have little choice but to immediately move maturing investmenL~ ~way 
from the corporate eredit union. This will be necesshaled by the need to manage their future dep~~it 
concentration. Even ifa large depositor were comfortable with investing in two~year term ccrtifiqates, 
after six months under the new rule. they would no longer be able to take advantage ofthe full 2+ 
month NCUA in\lestment guarantee. This guarantee has been vital in weathering this finaJlcial tUnnoiL 

I;j 
" Cumulative Effect ofCorporate Declining Assets ;;! 
:i: 
I" 

As large depositors adjust investments to the 10% limit, the assets of the cOlporate will declille. ~s 
more and more assets are forced to be wjthdrawn from a cotporate, large depositors will be forc~~ to 
make further withdrawals_ Eventually, even those depositors that were comfortably at 7 or 8% 0~1 
corporate asseLS will exceed the 10% limit and be forced to withdraw deposits. The effect of thi~ !i 
cumulative reduction in corporate assets will Ultimately mean that large deposilors will have to t~~ucc 
thcir deposits to a dollar level much lower than 10% of the corporate's current assets. Simply P~ large 
depositors are not just reducing deposit concentratjon to 10% of the corporate's current assets, tIP.~y are 
reducing deposit concentration to 10% of a much smaller asset base sometime in the future. An~!h is 
not just going Lo have implications for depositors over 1O%~ it is going to have implications for:! i 
depositors currently below that threshold as well. Furthenuore. since the deposit concentration ~uld 
also inc1ude the amount of contributed membership capital, the 10% requirement would also be~; ...... ~ ( 
barrier to recapitalizing the corpordte. .: I 9-- L 
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Negative Impact on NPCU's Safety and Profitability 
! ! ~ 

The Tesultant reallocation of investments will also take its toll on NPCU's safety and pTofitability~ ;'; 
Reallocation into treasury-type inst:rl.1m.ents wilJ further deteriorate an NPCU's return on assets. 311 i 
undesirable e frect during this period ofdeclining capital, high regulatory assessments and loan lo~es. 
AlternativeJy, seeking out higher-yielding riskier instruments could impair NPCU safety. [:'; 

",:
ij:iDeposit Concentration Concerns ,. 
II'" 
!I'Ir a deposit concentration limit is required at aU, 40% should be sufficient. 

To appTopriately address funding concentration concerns ,the regulation should make it harder f~': 
depositors to terminate cotpOrate-tenn certificates. This can be accomplished by the proposed ecul~y 
withdrawal penalties which I support. Also, the new ALM requirements will curtail negative cffc#,ts 
wrought by a single depositor's support of a cOIpOrate. Since cotpOrates will be obligated to matq~ 
investment.. and certificates, a 1 0 % depositor limit will not be necessary to ensure stability or pr~yent

".undue influence. 
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iiIIV. Governance! Representation 
,I.: 
1 ~ 

I have not witnessed where the current governance structure has been the cause ofconcern. T~:~mits 
appear to be the solution ofthe day and do not properly weigh the value that skills. understandiil~:land 
dedication can bring. And, in light ofthe NCUA's stated intent to provide the least amount of i!: 
indemnification to voltmteers as possible, I think it is t11lre8Sonable to assume that corporates ha~~ 

'I,. 

access to an inexhaustible supply or credit union talent. NCU A should bc building confidence a~ 
support fOT vohmteers, not discouraging their participation. ' !': 
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