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: Proposed Inteqmtive Ruling and Policy Statement No. 05-1 

Rdsbne Federal W t  U h  is of the o p h h  that LRttea 150 as a m d y  p&W is more 
t h a n ~ ~ ~ b o t h ~ s t l d h W t U ~ m i n r e g a r d s t n t h e d e o f u n i a s l r r e d  
mndepusit products. We wish to expms our objections to the proposed changes sp~Xcally in 
tile f(1lloWhg atas: 

1. ~ I R P S ~ ~ w o ~ b W U o i m ~ t h e ~ ~ h r b  
The d m  of extmodhy staradards mldy applide to tocredit U n b  will place our 
industry at a signiikant d h h m t q e  ia the m r k t p b .  

2. ] R a r e l y i f e v e r ~ d a n y d t ~ ~ n ' s g r o n p o f v o ~ ~ o f ~ b a v e t h e  
~ e m e o r e x p r t i s e t o ~ i n d i r e e t l y ~ s ~ ~ .  CreditUniolls 
q I ; m l i k e l y t o a ~ t b o a r d a ~ e m h q u a l i f i e d ~ ~ ~ ~ % k i l l s m d ~  
unless those individuals can be compemated, a d  such a supmhry  burden will certddy 

the number of pasuns willing to sme as r c r d t  mion official.. 

The IRPS proposes ~ o o m p ~  pmonnel, h d q m h t  of my bvestmezlt related 
function3 should pmiodicatly check members' n m d q d t  aceaunts for suitab'ity 
hfbmdotl m well as determtmng 

. . laow mnphhts am M e d .  We klieve this is the 
~ ~ b r l i t y o f t b e b t u , k d e a l ~ ' s ~ ~ i n t b e O f X i c e o f S ~  
Jmidiction, as well as the broker dealer's mmphm department. In our situation, dl client 
c o m p b  are reported to W the bmkcr dealer, as weIl as Redstone Federal Credit Union's 
Complhce UfZw, who is completely independent of th hdment pmgmn However, 
t h e d t I m i a n e m p ~ ~ s p e e k o l o t d ~ ~ d b e ~ b l e f o t ~ ~ c l i a n t ~ ~ m p ~  
or &amking the suitability of a registmd prodact. Thew jobs are the mpdbi l i ty  of the 
broker dder as mandated by the NASD. Any additional requirements duplicate processes 
a h &  in p k ,  would quia  lo^ of d t i d  but pemmu~1, and 
n l a y ~ l y ~ m o r e m e m b e r ~ w h i c h ~ i a e a n s i s b e n t w i t h ~ 1 5 0 .  We 
f i r t h  ~~~t using m m m  &t Imim pmml to oversee thew activities 
actually places the credit union at g m t a  b@ risk than tb c m t  srms length snrctrrpe. 



4. The IRPS p m p a s  that a dud mpbyee's edit union duties & d d  be totally u m k e d  to 
bmkaqe d v i k ,  and would probibit briaging such a dud employee into contact with 
members that might purchase modeposit invwtmmts. The IRPS further states that these 
individuals should not k c  input in management or policy-making mpomibilities. 
Redstone Fed& Credit Union &o@y d@ms with this proposed rule change;. It could 
b e a r g u e d t h s t ~ m e m 1 3 e r s U m a y ~ n ~ ~ t ~ ~ a t m y g i v m t i r m .  Many 
times a dual employee may have to rcmmmd an bmd product mce a k temht ioa  of 
the member's investment objective is dekmhd. To not allow this would h d e t h e d  tu 
ibe m h ' s  best inbwests and potm&Q lead to +bIe unmhble sales advities, The 
bank$ intmgmcy letter st&s tht a registered bank e~a~1oyee should make amsunable 
e f f o r t ~ a s c e r t a i n t h a t t h e ~ ~ ~ ~ ~ ~ 1 e d d o e s m t  goas 
far as prohibiting customer contact kcawe of a "by chance'' exposure. Full disclosure of the 
b k e a d d e ~ r e ~ ~ p ~ ~ o f i n s u r e d p r a d u e t g ~ n a n - i t r s t l t e d W h  
d w a p h t h e ~ b o w e v e r m a n ~ t h a t a M ~ m a y n o t b e i n w ~  
with members that might purchase depos i t  investments is unrealistic ahd extremely hard 
b mntroI. As the proposed rule r e l a  to the mmgmmt and policy making activities of 
dual employees, wc he1 that no dher employeta are more cpaMed than a registad 
indiVi~tohaveinp~ltin&poficits. O P H : ~ ~ P r i n c i i s a d d e m p b y e e a n d  
aets as our Assistant Vice M d e n t  of Inwmts and hwauce. Altbough the majority of 
his h e  Ls sped on broker d d e r  activities, he is extmne1y in the policymaking 
a a d ~ ~ m f o r ~ o ~ ~ m t ~ t o ~ ~ l c e r ~ ~ f  
opti.ws- Not allowing him to act in this mle would be d d m a t a l  to wn: hbtitutioa, OUr 
existing job descriptions clearly state each duty ass&& to our dual ednpbym and which 
duties are associated with the broker dealer mi which m ~i~ with. the credit ~ ~ 6 0 x 1 ,  
Requiring twc, sqamc job dcadptions would be d u d &  a d  time mmmhg. 

5. The IRPS proposes that the ratio of income from the sale of nondeposit iavmtnmts to 
nonmembers not exceed 5% of gross ~ o n s ,  We feel s w h  a limitation will prove to 
b e ~ ~ ~ f ~ ~ ~ c r s d i t d ~ ~ t ~ ~ ~ ~ ~ ~ p l ~ ~  -=credit 
U n i o m w i t h s u c c e s s f U t ~ t i n ~ ~ w i l l ~ w l a b i e o r u n w i U i n g t o a i d  
their smaller b d m n  without the possibility for m&ient volume and profit potential. 

6. memwWthecraditlrniDnm*WWer.Ztkdearersb 
~ o r n o t ~ p ~ ~ w d d i w ; l u d e d ~ ~ m s o l d h @ a t h i r d  
f lartyhh~ermjust~thatareregis teredwiththeSEC.  habsepceoftbis 
cldcation it co;4tinues to be our opinion W any dditiond requbnents would essentially 
dwlhte work M y  being done by the b k a  ddm.  Nan-mgided -1 are simply 
n o t ~ t o o v e r s e e ~ ~ p e r s o t l a  ~CredaImionhasIog lghadan irrV~  
policy s t a t m m t  as required by Letter 150 which outlines tba features of the nondeposit sales 
program including a descr@ion of the types of products to be ofFered, making the credit 
union mpnsibb for the due diligence of all the pmdwb OM though the broker d d e r  
is amtrary to the r e l o l s i ~  bdmem the crdt  mion and the b r o k  Wet. The h k m  
dealer is akrdy xespodble fix due diligence of its prod- as well as rno~tmhg the 
~ l a i m s p a y i n g a n d d t ~ 0 f b v a r i o u s c o m p a n i ~ t h a t t h e y ~ t a i n ~ U ~  

with With over t2,,000 mutual funds alone, l m h  employees are simply 
PBf hwklgeable amugh b deGide what m c  ampnies am suitdble far d e  and which 
are not . 



I n ~ I ~ o n , R e d s a o n e F ~ C r e d I t  UnionbeMevwtbsdtheexistinggni~uttdaLetter 
E50is~h~topllotectbothMmbersdtheMtUnimh~toh&of 
uninsured nondqmit produck 
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