
wf@Pattw CREDIT UNION, INC 

Ms. Maty Rupp 
Secretary of the B d  
National Credit Union Administration 
1775 Duke Stmet 
Alexandria, VA 223 14-3428 

RE: Proposed Interpretive Raling and Policy Statement No. 05-1 

Dear Ms, Rupp, 

Please accept tbis letter as comment on the proposal of the National Credit Union 
Administration ('WCWA'') to adopt Interpretive Ruling and Policy Statement (YRPS") 
regarding sales of Nondeposit Investments which, if adopted, will replace the NCUA 
Letter to Credit Unions No. 1 50. 

wright-~att Credit Union, Inc., is e sm&mted, fedaally inswed Credit Union 
headquartmd in Fairborn, Ohio. Our oomments ta the IRPS proposal are based on our 
belief that this proposal will place an excessive burden on credit unions like ours and that 
it is out of proportion to my demotlStrated need for such regulation. 

Our opposition is summarized as follows. The IRPS : 

1. Is not pmticd since our adit union does not bave skff qualified to undertake the 
specialized compliance functions d e d  for in the proposal; and 

2. is not necessary since our broketidealer partner already provides the very 
compliance monitoring methods contained in the proposal, oversight of which is 
already provided by the various regulatory agmcia overseeing securities sales; 
and 

3. Will be expensive for our credit union to implmmt given the need to hire 
spialized and trained st& to perform its requhents; and 

4, Will almost assuredly increase our Mihty for offering investment activities, and 
not reduce such liabilities as is the p r o f 4  gad of the prop~rsal. 
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Regulatory Flexibility Act 
We do not agrw with NCUA's a s e a n  that the R P S  will not have a significant 
economic impact on credit unions. The r e q u i m t s  of the letter are such ?hat many 
d t  unions, likely ours included, will be forced to hire specialid staffwith the 
requisite securities knowledge and experience to effectively conduct these compiiaace 
functions. To think ohmvise undemhalm the compIcxity of the securities sales 
process. 

It is also like1 y that any credit union employee responsible for comphce  would need to 
be liemed and subject to continuing d u d o r i  q h m t s  in order to have a working 
knowledge of their tasks. Yet, such irrdivldual limsas may only be held by NASD 
registered brokerldealers, making it impossible for d t  unions who are not their own 
brokeridder to mainbin such licensing for its emplops. 

Finally, the cost of building the systems to monitor for and review accounts will be as 
expensive as they are unnecessary, povcicdarly as these activities ~ t r e  already taking place 
through the OSJ (Ofice of Supervisory Jurisdiction) function we employ to manage the 
risks of tbe program as part of our current brokeridder reI&o&p. 

Paperwork Reduction Act 
We do not a g m  with the proposal's contention h t  compliance will not increase 
p a p o r k  ~ ~ t s .  How could it not? The propal that a credit union's 
independent complimce program contact investment clients, monitor complaints, revim 
accounts for suitability, and ensure that the a p p p r k e  m;uperviswy personnel make 
scheduled examinations will all hlude  a simcant recurdkeeping component. Records 
sucb as surveiUance reports, tmde reviews, account d t s ,  etc., each of which would be 
duplicated by our brokeddealer for review by &ties regulators, will likely increase 
the compliance cost substantially for our credit union. 

h d y z h g  S e m r i t i ~  Producb 
One of the provisions would require a W t  union to idmtifl and analyze the products 
that the brokmdder may offer through the credit union. We skon@y believe that such a 
task is not appropriate for a credit union which, if it does not properly perform this 
analysis, may increase the d t  union's liabilities d e r  their invesbnent program. 
Deciding what products to offer should be left to professionals who have the experience 
and ducation to determine the suitability of investments. Such profkssionals are closely 
regulatrd in the products they offer d the suitabiljty of each based on the needs of 
individual investors. 

Accessing Investment Amounts 
Another propsal is tbat our brokddder b u l d  allow us the right to check for 
compliance and access member brokerage accounts for oversight. This proposal again 
ignores the fact that such reviews are undertake11 by the 03  J we employ through our 
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bmkeddealer to ensure our program is oge~ated in compkce with applicable rules and 
regulation. Further, we believe that allowing the &t Imim to access client brokerage 
accouxsts m y  fun afonl of privacy provisiom between the investor and the brokerldeder, 
and fed that c d i t  union access to member brokerage accounts will increase the credit 
union's l e d  liability for activities that are rightly the responsibility of the brokerldtder. 

Contacting InvesZom 
The proposal that credit union staff contact inv- that have pwclmd nondeposit 
investments to ensure that proper disclosure tuuk p l e  is problematic. I am most 
concerned that such activity will blur the h e s  which are rightfully maintained between a 
member's ixlsured deposits with the credit union and their mbmed nandeposit 
investments through the brokerldder. We are dso ccmamd that, unless a l i d  
employee is h i d  who undastmds the securities busheis, such calls will result in 
confusion for the investor and an inability by the credit m h  to answer legitimate 
investor questions which are best f eft to licensed M o f  the brokerIdder. 

Reviewing A c c o m ~  
One of the most onerous provisions of the JRpS propod is that an independent 
compliance employee monitor customer complaints, review $ccomts for churning and 
suitabiiity, mad ensure tha~ the brok~f/dder's @mry permme1 me performing their 
schedded exmbtions. Every one ofthese =vim i s  already taking place by our 
broker/dealer's OS J and their compliance departments. Further, such advity is already 
reviewed by multiple regulatory bodies, including the SEC, NASD, and individual state 
securities regulators. Thh redundancy will k expensive far our credit union and will not 
yield my i n c m  in safety or s o u n h .  

Duel Employ- 
The proposals of the IRPS in this arm are impndcai and wrmld be difficult, if not 
impossible, to supervise. The nature of the business and the relationship between the 
credit union, the brokeddealer, and any dual employees simply necessitates that such 
employees perform functions for both the credit union and the brokaage firm. 

We a h  do not agree with the provision that states a dud smplayee should not have 
management or policy settmg mqmmibilities within the credit mion related to 
nondeposit investments. In many d t  unions ttae dual employee will be the only 
qualified employee to & such decisions based upon their securities licenses and 
investment sales experience. The IRPS dm states that the dud employees should not 
xeference their positions at the d t  union when cdmhchg mmiqmit investment 
business. Such a rquhment, s@Iy9 would be impsible to snpentise. 

Finally on the point of dud mployew: We strongly disagrw that the we of dual 
employees incmsw the risk that our credit union may be M d  liable for abusive sales 
practices. We believe the oppsib to be true, If we are mpbd to perfom compliance 
functions over the investment center as proposed by the NCUA, it will increase the 
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Iikelhd W a plaintiff might allege tbat thc c r d t  union failed to meet its obligations. 
The use of dual mplayces, properly disclosed, is the way h which we reduee this risk. 

Summary 
In closing, Wright-Pa& Credit Union, hc,, which bas b m  semhg its m m h ,  with a 
noxldqmsit investment business for four yam, do- not h h e  the NCUA's proposals in 
this area serve credit unions or their members. While we applaud and share NCUA's 
regard fbr the d e t y  axid soundness of such invesbrtmt pmgmm a d  the we&e of 
members, this propod docs not mmnplish this goal. Indeed, all it dms is substantially 
increase the expense and potential liability ofnundpsit investment programs for credit 
unions that choose to offer hem. 

Douglas ~ecba 
PresidenVCEO 
Wright-Patt Credit Union, hc. 


