
Ms. Mary Rupp 
Secretary of the Board 
National Credit Union Administration 
1775 Duke Street 
Alexandria, Virginia  22314 
 
Re: Proposed Regulation 12 CFR Part 704 
 
Dear NCUA Board Members: 
 
In the interest of time I will skip the introductory comments and get right to my main points.   
 
Listen to Users  
NCUA should consider the comments from the actual users and long term supporters of their corporates 
first and foremost.  Our credit union is one of these long term supporters and users of Kansas Corporate 
Credit Union and I have personally been involved in corporate governance for many years.  At the recent 
Corporate Regulation meeting the CUNA GAC and at other NCUA Town Hall meetings the impression 
was given that natural person credit unions no longer support their corporate credit unions and will not 
be willing to re-capitalize their corporate.  This is not the consensus I have heard at our meetings in 
Kansas or from my discussion with credit unions belonging to Kansas Corporate Credit Union.  The credit 
unions in Kansas appreciate Kansas Corporate and want to continue to be served by their locally owned 
and governed corporate.  The CUNA Task Force does not speak for our credit union and I do not support 
a significant portion of their positions.   The proposed consolidation plan by a CEO of a failing corporate 
holds no creditability with me nor should it with NCUA. 
 
 My Credit Union’s commitment 
The question was raised (but poorly stated) at the GAC meeting if credit unions would put more capital 
into their corporate.  It was made to sound like every corporate required additional capital; this is not 
the case at KCCU.  It has adequate member capital to continue operations under reasonable regulations.   
My credit union is willing to convert and commit capital to help recapitalize our corporate, Kansas 
Corporate Credit Union,  as long as it remains an independent and locally owned and governed 
corporate and provided that an achievable business model is provided for under the new 704 
regulations.  I have seen a workable business model presented for KCCU, but it requires modifications 
and reasonable changes to the proposed 704 regulation.  The appropriate specific modifications 
requested to the proposed 704 regulations are outlined in the Kansas Corporate Credit Union comment 
letter.  I participated in the outlining of that letter and on which I confidently added my signature.   
 
My credit union will not commit to provide capital to support any other individual corporate or any 
consolidation of the corporate network or treatment of legacy assets. 
 
No forced consolidation 
NCUA staff at the GAC meeting said it is up to natural person credit unions what happens to their 
corporate and the corporate network.  I concurred with this statement.  However, then the panel and 
NCUA staff began blatantly calling for the consolidation of the network down to 1 to 6 corporates with 
no distinction between healthy and unhealthy or well managed or poorly managed.  A Corporate, like 
Kansas Corporate, that is relatively healthy and has no legacy assets should be given every opportunity 
to continue to serve their member credit unions.  KCCU’s fate, structure and product lines should be 
determined by their member credit unions within regulations that provide for safety and soundness but 



also provide for long term viability and value.  The small and midsized credit unions of Kansas and other 
areas of the country will be left to fend for themselves under a national consolidation. 
 
The whole concept of mass consolidation runs contrary to addressing systemic risk and the general 
mood and consensus of moving away from “too big to fail”.  Asset size is the wrong thing to focus on, 
whether it is in natural person credit unions or a corporate.  Instead the focus should be on the depth 
and breadth of the relationship and support of the membership and the market share of the target 
group.  For NCUA and others to say that a smaller but well run financially stable corporate should not 
exist is only a step away from NCUA saying that small well run financially stable natural person credit 
unions  should also not exist.  Regulations allowing for a successful business model, without dictation of 
size, are critical to both natural person credit unions and corporate credit unions. 
 
My credit union’s capital at Kansas Corporate is at risk only to Kansas Corporate and there can be no 
consideration of mutualization of this capital through a forced consolidation.   Legacy assets and 
problems at other corporates have no claim on my capital at Kansas Corporate regardless of what 
powers NCUA believes they might have through forced consolidation. 
 
Capital treatment and recovery 
I cannot stress enough that the NCUA Board should allow for some mechanism in the new corporate 
regulation where KCCU and all corporates can return capital back to existing capital holders if actual 
losses on the investments in which OTTI has been taken are less than projected.  Regardless of how 
many experts model the projected losses, nobody knows exactly what the losses are going to be when 
all is said and done.  This needs to be included in the final regulation and is the fair and right thing to do.   

Addressing of legacy asset in the system 

It does not seem at all practical that any portion of the corporate network regulations or restructuring 
can begin until the NCUA presents a workable plan for handling the legacy assets in the system.  What 
happens to these legacy assets and the conserved or yet to be conserved corporates that hold these 
assets have to be known and accounted for before even the healthy corporate credit unions can 
realistically develop their business models and go back to their members with revised capital structures 
and business plans.  

How does the current proposed regulation allow for the handling or treatment of these legacy assets?   

 
States Right and Dual Chartering  
The National Association of State Credit Union Supervisors (NASCUS) did an excellent job pointing out 
the need and rights of the dual charter system and of state’s rights.  I heartily support their positions 
and will not repeat all their points.  I do want to reiterate their points that the current 704 regulation is 
to constrictive in several areas especially in the interest rate risk and ALM areas that were not the cause 
of the major corporate problems.  I would also like to reinforce the position that not all corporate are 
the same nor should they necessarily be and that state chartering and state laws should allow for 
innovation within a state supervised framework of safety and soundness.    
NCUA needs to swallow a big dose of reality and humility for having been the regulator directly 
overseeing and directly responsible for the meltdown and failures of US Central Federal CU and Wescorp 
Federal CU.  In another venue I would certainly like to hear why no one within NCUA has stepped up or 
been held accountable for these two massive failures that have cost the credit union system so much.   
 



 Stabilization of the system 
Last January NCUA faced the challenging role of stabilizing the corporate system and they took the 
action they deemed appropriate to contain the systemic risk.  This included calling on credit unions to 
continue to support their individual corporate and the network by leaving deposits within the corporate 
network and providing extra stability through the SIP program.  My credit union and significant number 
of other Kansas credit unions stepped up and showed our support for the network by participating and 
remaining consistent depositors in the system. Kansas Corporate also continued to maintain their 
deposit position with US Central FCU.   Many larger credit unions in larger markets quickly abandoned 
the corporate network, but now these same credit unions think they should have an equal say in the 
design and structure of the corporate network going forward, I think not. 
 
Save the good parts 
US Central and the corporate network have many valuable and worthwhile services and functions such 
as automated settlement, payment systems, broker services, bill payments and others that could be and 
should salvaged in some cooperative structure.  Let the corporate network and interested credit unions 
cooperatively continue to own and operate these key services under a CUSO structure or some other 
cooperative structure that helps maintain services but limits risk and capital commitments and 
exposures. 
 
A flawed model 
The model for investment structures put forth under the proposed regulation is highly flawed and shows 
how untested the proposed regulations are against the true life markets.   This model certainly did not 
increase my confidence in NCUA ability to gauge market risk or market performance.   More time and in-
depth analysis of the impact and viability under any proposed regulation is prudent.  
 
Conclusion 
Let’s not let flawed modeling or overly constrictive regulations prohibit the proper rebuilding of the 
corporate network.  Everyone recognizes the material changes have to be made to correct and limit 
systematic risk and catastrophic losses.   We understand and support the need for strong and proper 
regulations and regulatory supervision.  Our credit union does not want to ever again face the kind of 
direct and upstream exposures we found ourselves in with the failure of US Central FCU.  This is why we 
wish to limit our exposure to manageable levels in an organization that we have direct ownership and 
oversight of without the upstream added exposure.   
 
I appreciate the opportunity to provide comment again on the future of the corporate network and the 
proposed regulations.  I would ask that NCUA weigh my comments and those of other Kansas Corporate 
Credit Union members carefully and give us the opportunity and regulations to rebuild and strengthen 
our corporate and also allow other corporates that are healthy enough to survive to continue to do so. 
Hopefully the third time through the regulatory process is the charm. 
 
Sincerely, 
Bob Thurman 
President 
Credit Union of America 
Wichita, Ks 


