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May 20, 2022 
 
Board of Governors 
Federal Reserve System 
20th Street and Constitution Avenue N.W. 
Washington, DC 20551 
 
RE:  Money and Payments: The U.S. Dollar in the Age of Digital Transformation. 
 Central Bank Digital Currency (CBDC) 
 
To Whom it May Concern,   
 
The Ohio Credit Union League (OCUL) represents the collective interests of Ohio’s 232 credit unions 
and their 3.1 million members. Of those 232 credit unions, 127 are federally-chartered; 60 state-
chartered, federally-insured; and 45 state-chartered, privately-insured, with an average asset size of 
$172 million. OCUL appreciates the opportunity to engage on the Federal Reserve’s request for 
comment on its exploration of a central bank digital currency (CBDC). 
 
OCUL offers the following commentary on select prompts provided in the Federal Reserve’s request 
for comment. 
 
CBDC Benefits, Risks, and Policy Considerations 
 
1. What additional potential benefits, policy considerations, or risks of a CBDC may exist that 
have not been raised in this paper? 
 
The Federal Reserve’s paper exploring the efficacy of a CBDC raises several prime concerns the 
credit union industry has with a centralized, digital currency. Mainly, the fact that a CBDC runs a 
significant risk of disrupting private banking; specifically, how a CBDC would affect the cost and 
availability of credit, the safety and stability of the financial system, and the efficacy of monetary 
policy. The Federal Reserve should withhold any final determinations until those issues are 
addressed. 
 
Additionally, if the CBDC is as efficient and widely used as posited, a CBDC would divert deposits 
from existing, brick and mortar, financial institutions to the Federal Reserve. Credit unions are 
committed, even formed, to serve the communities they are a part of, and deposits are necessary to 
fund personal and commercial lending. Specifically, if credit unions lose the regular inflow and outflow 
of account activity, members and communities may experience lesser access to capital and affordable 
and safe lending options.  
 
Lastly, it is more important than ever to ensure the United States’ digital currency policy maintains the 
dollar’s dominance and cultivates innovation while continuing to protect financial privacy. According to 
the Federal Reserve,18% of U.S. households are either unbanked or underbanked.1 Of those 
underbanked individuals, privacy concerns and mistrust are often cited as reasons behind those 

 
1 Federal Reserve, “Report on the Economic Well-Being of U.S. Households in 2020.” May 2021. https://www. 
federalreserve.gov/publications/2021-economic-well-being-of-us-households-in-2020-banking-and-credit.htm  
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Americans who are financially unbanked or underbanked.2 Any design framework for a CBDC would 
have to delicately balance the idea of personal data privacy and the need to combat and thwart 
financial crimes without further driving people to leave traditional banking. A CBDC originated and 
operated exclusively by the federal government would centralize large amounts of sensitive consumer 
data, raising concerns on data privacy and security. 
 
2. Could some or all of the potential benefits of a CBDC be better achieved in a different way? 
 
Some, if not all, benefits of a CBDC could be achieved by empowering credit unions with digital 
currency custodian authorities. Credit unions already have the infrastructure and regulatory framework 
necessary to offer depository and payment services. An ambiguous patchwork of state laws, and 
unclear direction from federal and state regulators inhibits credit unions from leaping into digital 
currency. The National Credit Union Administration (NCUA) recently announced federal credit unions 
are authorized to establish third-party provider relationships to extend digital asset services to their 
members.3 This authority includes third-party provided services to allow federal credit union members 
to buy, sell, and hold uninsured digital assets with the third-party provider outside of the federal credit 
union; thus, rather than creating a novel government program to buy, sell, and hold digital currencies, 
grant credit unions the authority to do so. 
 
Rather than recreate programs currently thriving within the private market, the federal government 
should partner with established and well-regulated financial institutions, like credit unions, for 
increasing public access to CBDC opportunities.  
 
3. Could a CBDC affect financial inclusion? Would the net effect be positive or negative for 
inclusion? 
 
As stated above, OCUL is concerned that a CDBC could negatively affect financial inclusion. 
Specifically, the underserved, underbanked, and technologically challenged population could be 
further removed from safe, affordable banking. The digital age will continue to expand general access 
and opportunity but may further the technological divide for some populations. A prime example of this 
is the current usage of remote banking. As of May 2021, mobile banking penetration has grown to 
95% of Gen Zers, 91% of Millennials, 85% of Gen Xers, 60% of Baby Boomers, but only 27% of 
Seniors.4 This study shows that while one end of the generational spectrum is moving into the digital 
age at an overwhelming rate, the other end of that spectrum is slower to adopt technology. This trend 
of nearly 75% of seniors choosing more traditional banking options in lieu of digital or remote banking 
now exposes a potential generational gap that a CBDC might widen. 
 
On top of demographic considerations, banking deserts and areas without viable broadband access 
will be additional barriers to CDBC usage. Existing brick and mortar financial institutions will remain a 
necessary option for rural populations. Digitally migrating the financial services market could lead to 
financial exclusion for consumers who lack access or desire to participate. While there are real, 

 
2 Federal Deposit Insurance Corp., “How America Banks: Household Use of Banking and Financial Services.” 
2019 Survey. https://www.fdic.gov/analysis/household-survey/2019report.pdf  
3 https://www.ncua.gov/regulation-supervision/letters-credit-unions-other-guidance/relationships-third-parties-
provide-services-related-digital-assets  
4 Mobile Banking Adoption in The United States Has Skyrocketed (But So Have Fraud Concerns). Ron Shelvin, 
Forbes. https://www.forbes.com/sites/ronshevlin/2021/07/29/mobile-banking-adoption-has-skyrocketed-but-so-
have-fraud-concerns-what-can-banks-do/?sh=639124af5dc6  
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tangible benefits that could stem from a well-run CBDC, OCUL cautions the Federal Reserve from 
marginalizing certain communities through exclusivity to digital currencies.   
 
5. How could a CBDC affect financial stability? Would the net effect be positive or negative for 
stability? 
 
Generally, cryptocurrency stability is unknown with noted, extreme volatility. Like any other currency, 
loan, or obligation, CBDC values should be expected to ebb and flow. However, with the extreme 
price fluctuations witnessed within existing digital currencies, the proposed CBDC framework would 
need to accommodate volatile values. In the event of a massive price shift, how will the current CBDC 
remain adequately capitalized? 
 
Additionally, Gresham’s Law states that good money drives out bad, and vice versa. It is currently 
unclear how the introduction of a CBDC would interact with the current dollar or other decentralized 
cryptocurrencies. Creating competing currencies has a high likelihood of driving unnecessary 
competition, as well as opening the door to money laundering and illicit activities. As a result, financial 
unpredictability and uncertainty must be categorized as a net negative. 
 
6. Could a CBDC adversely affect the financial sector? How might a CBDC affect the financial 
sector differently from stablecoins or other nonbank money? 
 
The Federal Reserve recently stated that “a CBDC could also pose certain risks and would raise a 
variety of important policy questions, including how it might affect financial-sector market structure, 
the cost and availability of credit, the safety and stability of the financial system, and the efficacy of 
monetary policy.”5 OCUL agrees with the Federal Reserve’s identified risks and the related effects on 
the financial sector.  
 
More specifically, the adverse effects to the financial sector could manifest through a continued move 
away from traditional banking solutions. Banking privacy is a primary cause for people to leave 
traditional banking. Creating a digital federal banking system may further add to this fear. Credit union 
members will be concerned about the government housing all their financial data with a CBDC as 
more recently revealed in a proposed IRS transaction reporting requirement. 
 
Additionally, a shift to a CBDC financial system could take necessary capital away from existing 
financial institutions. When consumers begin moving cash, savings, and investments into a CBDC, 
private financial institutions will have less liquidity for lending activities. Credit unions’ main purpose is 
to serve local communities, and without adequate capital at their disposal, credit unions lose the 
ability to help people, families, and businesses thrive.  
 
Lastly, a CBDC must have significant privacy safeguards without limiting the private financial sector. 
As this paper suggests, a thriving CBDC allows transactions to flow freely and in real time. There 
must be data privacy and security mechanisms designed and implemented for each consumer. OCUL 
believes strong cyber security standards are necessary to protect consumers and their partner 
entities, or credit unions. Credit unions and other financial services entities are already subjected to 
the Gramm-Leach-Bliley Act and have the infrastructure in place to protect consumer data. 

 
5 Federal Reserve System, “Money and Payments: The U.S. Dollar in the Age of Digital Transformation,” 
January 2022. https://www.federalreserve.gov/publications/files/money-and-payments20220120.pdf?utm_ 
source=real_magnet&utm_medium=email&utm_campaign=041822%5Fadvo%5Fadvocacy%5Fupdate  
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Empowering current providers to extend cryptocurrencies as an intermediary, specifically financial 
institutions, would better ensure data security and privacy.  
 
8. If cash usage declines, is it important to preserve the general public’s access to a form of 
central bank money that can be used widely for payments? 
 
OCUL believes cash, or tangible currency, will always play a role for entire generations of our 
population. The push forward into a faster, safer, and digital financial system is generally a positive 
development for the system, however, the need to preserve a physical form of money is paramount to 
financial inclusion. Whether it is a personal choice, generational trend, or a business decision, the use 
of physical money will be necessary to a complete financial marketplace. 
 
12. How could a CBDC provide privacy to consumers without providing complete anonymity 
and facilitating illicit financial activity? 
 
The most efficient way to ensure consumer privacy without fostering illicit financial activity is to 
operate any CBDC through existing financial institutions. Credit unions deploy Bank Secrecy Act 
(BSA) and Anti-Money Laundering (AML) programs to capture illicit or suspicious activity for FinCEN 
oversight; therefore, the consumer privacy concerns would not extend beyond normal banking activity 
if a CBDC is operating through BSA/AML compliant institutions. By empowering credit unions as 
CBDC custodians, existing BSA/AML channels be used to ensure consumer privacy, as well as safety 
and soundness of the financial market. 
 
14. Should a CBDC be legal tender? 
 
Any permanent CBDC, assuming volatility can be controlled, should be a viable, legal tender. If the 
goal is widespread, efficient access and use, making a CBDC a legal tender is the only outcome 
suitable. Having a cryptocurrency-style dollar, backed by the full faith of the federal government, 
allows a CBDC to become a more normalized, trusted currency. Anything other than being a full-
fledged legal tender would render the CBDC unnecessary, and harmful to the financial market without 
apparent positives. 
 
However, the simplest option for successful execution of a CBDC still remains in existing financial 
institutions. While the CBDC being a legal tender is necessarily tied to its ultimate success, allowing 
financial institutions to be its custodians will ensure its widespread, trusted usage.  
 
CBDC Design 
 
17. What types of firms should serve as intermediaries for CBDC? What should be the role and 
regulatory structure for these intermediaries? 
 
Simply, the existing, heavily regulated financial institutions that are already in place should serve as 
intermediaries. If given the necessary authority and regulatory framework, credit unions are a prime 
candidate to serve as CBDC intermediaries. A credit union’s role would be to do what it already does 
best: serve people, families, communities, and businesses with safe and reliable financial access. A 
digital currency, or CBDC in an intermediary capacity, would be another service option that a credit 
union could offer to its interested members. As stated above, federal credit unions already can partner 
with cryptocurrency platforms; thus, a digital currency is already within a credit unions’ capabilities. 
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Moreover, the credit unions’ role would be to act as a neutral third party in these transactions. As the 
Federal Reserve has repeatably identified, consumer privacy is vitally important to the success of the 
CBDC. Thus, allowing trusted financial institutions, or credit unions, to serve as intermediaries puts a 
buffer between unnecessary additional government monitoring and consumer financial decisions. 
 
Lastly, the current financial regulatory structure for a CBDC is already in place. Credit unions are 
already regulated by the National Credit Union Administration (NCUA) and Consumer Financial 
Protection Bureau (CFPB) at the federal level, and even more entities at the state level. Should a 
CBDC be put under a new financial regulatory scheme, it opens the door to conflicting regulations for 
what ultimately amounts to be the same currency, albeit different mediums. Existing financial 
institutions demand regulatory parity, clear and conspicuous laws, and predictable regulations, and 
the CBDC should be no different. 
 
19. Should a CBDC be designed to maximize ease of use and acceptance at the point of sale? 
If so, how? 
  
Yes, to be successful, any CBDC design should make ease of use a primary focus. If the CBDC 
serves as legal tender, it needs to be as efficient and acceptable as every other form of currency 
currently in the marketplace. A CBDC would need to operate and function like every other form of 
currency at the point of sale, or its widespread usage will suffer. Credit unions constantly seek out 
experience efficiencies, so comparatively, a CBDC would need to be designed to keep pace with the 
constantly changing and evolving financial payments market. 
 
OCUL appreciates the opportunity to engage with the Federal Reserve on new and emerging financial 
technologies and ways credit unions can serve to further protect their members and provide financial 
freedom to all. OCUL requests that Congress continues to diligently examine the risks and unintended 
consequences associated with a CBDC. 
 
Respectfully,  
 
 
 
 
Paul L. Mercer    Sean M. Brown, Esq. 
President    Director, Regulatory Affairs 
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