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ApriJ 6, 2009 

MaryRupp 
Secretary ofthe Board 
National Credit Union Administration 
1775 Duke StrCIOt 
Alexandria, VA 22314-3428 

RE: Comments on Adyaoced Notice ofPrqQoad Rulppeijor for Part 22i 

Dear Mrs. Rupp and Members ofthe NCUA Board: 

We aJe writing on bebaIfofNorthwest Federal Credit UDion wbich is headquartered in Hcmdcm, 
Virginia. Nortbweat Federal Credit Union wu fo1.mded in 1948 and today is a $1.7 biUion credit union 
serving over 98,000 members and is very fioaacJally sound. 

Northwerrt Federa) Credit Union appreoiatls Ibis oppor&uRity to CODUIMIlt on the AdvIllCO Notice of 
RuJemakina and rcqueat for wn:unent on Coi'paIate Credit UrdoDs. Cotporate Credit UnioDs have 
cleatly played an important role for Cndit UuioDs tbroqbout the yean; however, dl. time baa come to 
reevaluate the corporate s:ysteID IDCI make nee.11C)' clumps. 'Jhere seems to be too many COJpOI'I.tio8 
today and consolidation should occur. W. believe that oorporaIIS should be regionalized similar to the 
Federal Home Loan Banks. 

We appreciate NCUA's considentioll for cbtIqe, especially iD J.i8bt ofthe curreat situation at hand and 
the ovea1l economic ~we fiDd 0UI'IIIIws in. We offa'the followin. comments roprdms the 
speoifics ofthc proposal for your CODSideration. 

1. Tile Rele of Corporates .. tile Credit U ..s,.te. 

a) Paywat Sy*-'! 
The corporate credit union network's role in die paymont I)'ItIIm arena was more importaut yearl aso 
than it is today. It is p-obably tho ri8bt time for tho payment syatIIIm to be isolated fu:nn other services. 
Corpofates have not always been able to keep up with the ever ~ technology or the fat paced 
environmeat Lars« ctedit unions deal direedy wifh tho F.... lleIerve and use other payment 
servicea throush various vendors, In the fUture, payRMDtsystem servioea may be COlt prohibitive or not 
cost benef'lCiaJ for the corporatcs. If it ja ....ined that thit is stilt aeeded ;n • corporate credit union 
system, all cotpOIate8 should 00DSider combiDifta fer anatioaaI ,.,... system or sboukl choose to baD 

.. wi1h another lap national payment orpuizadon for maximum efficiency and cost benefits. 
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b) Liquidity and Liquidity Managemeat 
Liquidity management should definitely be the core service that corporates otTer. Credit Unions need the 
corporate as an option for liquidity instead ofusing the Federal Reserve and banks. To effectively 
manage liquidity, better modeling and reporting is needed and shou1d be required. AC<:eSS to the Centra1 
liqUidity Facility (CLF) needs to be available for corporate credit unions even in light ofthe recent SIP 
program success. NCUA should continue to pursue legislative actions to ensure the eLF is available for 
the corporate credit unIon network. 

c) Field of Membenhip _ues 
Today, allowing national field ofmemberships created competition amongst corporates that dermitely 
lent to the problems oftodBY. We believe that corporates should be restructured by region and it should 
be regionalized similar to that ofthe Federal Home Loan Banks. This restructuring would and shouJd 
eliminate the number ofcorporates. In goinS to this mgional structure, NCUA would have to determine 
the best way ofeither merging corporates together or eliminating the weaker corporates oftoday. This 
regiona1 structure does take away the choices of a corporate for natural person credit unions but we don't 
view that as a negative. Ifa credit union doesn't want to belong to their regional corporate, they wouldn't 
have tojoin. Many natura1 person cmdit unions don't belong to a corporate today. 

d) Expanded lavestment Authority 
Corporates should be allowed to continue to have expanded investment authority. Corporales that are 
allowed to have expanded investment authority should employ qualified and experieneod staff, have 
higber capital levels. ensure adequate controls am in place and use the proper tools for modelina and 
monitoring. Once a corporate has been granted expanded investment authority there defU1itely needs to 
be periodic requaiification on at least an annual basis, NCUA shOUld look at revising corporate 
regulatiOtlS for better overall risk mitigation. 

e) StnJetnre: two.tiereci .Jlfem 
The two-tiered system should be phased out as there doesn't appear to be a need for a wholesale 
corporate. The current system did not reduce or eliminate risks from the corporates or ultimately natural 
person credit unions. The phase out could occur over a three to seven year time frame depending on the 
overall economic environment. 

1. Corporate Capital 
Them should be a core capital ratio requirement set at a minilnum of4% using a risk based formula. 
Natural person credit unions should be required to maintain some farm of membership capital account in 
order to be a member and use the services. However membersbip capital may be ultimately defined, it 
should be modified to meet tier-two capital standards. NCUA should consider and implement risk-based 
capital standards similar to other federally regulated fmanoial institutions. 

3. Pel'lllillible Investments 
Corporates should have different investment authorities than those ofnatural person credit unions. 
Corporates should have adequate capital to take on additional risks. employ wen trained and qualified 
investment professionals and perform propel' analysis and risk assessment of each investment Ifrisk-
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based capital standards were implemented, corporates' oapitallevela would them match with appropriate 
inveitment risk levels. 

4. Credit Riak Maaqement 
It should be required that more than one rating on an investment be received. The lowest rating should 
b~ used and required to meet the minimum rating requirements set forth. Usina multiple minp should 
prove beI1eficial as no model is perfect. Corporates should employ staffwith credit experience to review 
ratings, examine the investments and use investment stress testing software. 

5. Allet Liability MaDagemeDt 
Corporate credit unions should definitely be required to perform net interest income modeling and stress 
testing. It seems irresponsible and shott sighted that this requi~ment was withdrawn. Corporates 
should have an independent third party review/vatidetion oftheir risks and ALM modeling and reporting 
just as many natural person c~it unions do today, 

6. Corpora. GovernaDee 
NCUA should consid. setting minimum standards for corporate directors that include appropriate levels 
of h.perience and independence. It would be appropriate to examine tenn limits and set staggerjng tenn 
limits upon implementation. AllOWing outside directors would be appropriate if they brought some level 
of expertise missing from the board as tong as credit union insiders controUed the ~ority ofboerd seats. 

Thank you for this opportunity to comment on the proposed. rule and we look forward to feedback from 
NCVA regarding the comments received and the plans for changes ofthe corporate credit unIon network. 

Sincerely, 

~.b'-~ 
. 	 Gerrianne D. Burks 

President/CEO 

~~wtL 
Belinda Burke 

Senior Vice Presldent/CFO 


CC: 	Mr. Dan Mica, Prcsident-CUNA 

Mr. Fred Beeker. President - NAFCU 
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