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Decomber 31, 2010

Ms, Mary F. Rupp, Socretary of the Board
National Credit Union Administration
1775 Duke Street

Alexandria, VA 22314-3428

On behalf of the Board and management of EasCorp, thank you for the opportunity to comment on
NCUA's Proposed Corporate Credit Union Regulation.

The Proposed Regulation follows sweeping changes to capital, ALM, investment, and organizational
standards for corporate credit unions that were adopted by the National Credit Union Administration
(NCUA) Board less than three months ago. We at EasCorp have been working diligently to comply with
these staudards as quickly as possible and aro pusried as to why additional largo-scale changes are
considored necessary so soon. Novertheless, we offor the following concoms and recommondations.

701.S Membership Limited to One Corporate Credit Union

The proposed regulation would limit the gumber of corporate credit unions to which a federally-chartered
natural person credit union (NPCU) may belong. In its analysis of this seotion, NCUA explaing that
“somo NPCUs rate shopped among corporates for the highost deposit rates and lowest service costs. This
rate shopping resulted in increased competition and, in some cases, led to unsafc investment activitios as
corporates sought higher investment yields to subsidize share dividends and service costs.”

Evon if we were to stipulate that NCUA '« hypothesis is true, this proposed limitation would do nothing to
accomplish its purported goal. Corporate credil unions do not operate in a vacuum, competing onfy with
one another. ‘They compete vigorously cach day with a wido armay of commercial and governmental
entities for the buainess of their NPCU members. Indeed, we at EasCorp are highly motivated to provide
members the highcst deposit rates and lowest service costs that we can afford, or we risk losing their
business to othor ontities; and it is irrelevant (to us) whether members belong to one, two, or twenty other
corporate credit unions.

We contend that NCUA's overriding concern is, and rightfully should be, for the safety of NPCU
members’ deposits in corporate credit unions and respectfully suggest that you look to the limitations in
Part 703 of the Regulations for a romedy to corporate crodit union “rate shopping.” As you know,
Part 703.14 permits a federally-chartered credit union to invest an aggrogate of 4 percent of its assets (at
the time of purchase) in paid-in capital or memberghip capital in nltiple corporate credit unions. n
retrogpect, we see this limitation as dangerously excessive and can casily trace its complicity in the
misguidod growth activities of the several corporate credit unions that recently failed.
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We urge you to reduce this limitation in Part 703 and consider its effect in combination with the tighter
standards recently imposed on corporate credit unions in Part 704 re: investment and ALM activity as a
solution to the problem NCUA cites. Finally, we encourage you to reconsider and withdraw the proposed
Moembership Limited to One Corporate Credit Union section in ifs entirety.

704.22 Enterprise Risk Management

This section would require corporate credit unions to develop and follow an enterprise-wide rigk
management regime including the creation of a new committee, policies, and reporting routines. It would
codify a less formal process used by EasCorp for many yesars and, gencrally speaking, we supposc it
would enhance the board/management reporting relationship.

Notwithstanding this, EasCorp objects to the requirement that the commitiee “must include at least one
independent risk management expert with sufficient experience in identifying, asscssing, and managing
risk exposures.” The analysis and the proposed section itsclf describe in detail the professional
qualifications of an independent expert, but fails to explain why having an outside, independent person on
the committee is necessary or desirable.

Since inception, EasCorp’s management has regularly presented for reviow its risk managemont
processes, calculations, and supporting documents to a battery of independent oversight bodm, including
the company’s internal auditor, outside financial auditor, outside SAS 70 auditor, supervisory committee
and federal examinors. We are hayd pressed to undorstand how or why these roviews Inck indepeadence
or integrity in sny traditional sense. On the other hand, the proposed requirement would increase costa,
expose sensitive and confidential information, and potentinlly disrupt tho value system shared within the
company's official family.

On balance, we think an independent expert roquirement is inappropriate, and we urge NCUA oither to
document evidence of the value it would add, or drop this requirement i its final rule.

In closing, we thank you once again for this opportunity to comment on the Proposed Corporato Credit
Union Regulation.

Sincerely,

O Plodimanis,

Jane C. Melchionda
President/CEO
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