
WESCOM 
Financial Services 

July 21, 2005 

Ms. Mary Rupp 
bcmhry  of the b a r d  
National Credtt Unlon AdmlnWaWn 
i n 5  Duke Street 
Alexandria, VA 22314-348 

RE: Proposed Interpretive Ruling and Policy Statement No. €51  

Dear Ms. Rupp: 

I am wdMg to provide wmmmh on the IRPS. I am president d W m  F lnandal Services, 
LLC (WFS") full s m b  WM dealer and whdly owned wbddlary d Wescom Crdlt Union. I 
have been with WFS fw thma and a half pm. I have 22 of expwhce wrs in the financial 
senriceg industry, 19 of which have been w&b sewi th  b m h q e  and investment s m h s  firms 
aWIiated wtth flnancial insttbttions. W m  has offered -t programs to Its mmbrs  for 
over 1 5 years. Wescun's W m s  have evoked fmm setfdhcbd discount brokerage, to a 
managed program bough a third party, io a dual m m  -ram, to a registwed hkemge 
firm wltth its own m p l o w .  

I agree with the statanent in the IRPS that the SEC's mguEertwy niquhrnenbs am pdmarlly 
intended to prated the cuslmw. I WOW add hat the NASD further supports fnwtor protwtbn. 
1 also agree mat the risks to d l t  unhm IWd h the IRPS are prtmarily mbtd to "abusive sales 
pradces*. 1 would sub% that the n r h  and mgulatibns set fufh by the SEC and NASD dltectly 
address s a k  p t a d c ~ ~  and W m  the rkb assdded with mndepdi investment activtties. 
1 question how m e  of the potides and pr- props& br the IRPS wwM add more 
protection or go further to Impme the safety and swndmm af mdit  u n h s  involved In these 
activities. 

I strongly disagree with the sbkimmt Utd the brokerage firm may k v s  less incentive to 
supenise nortideposft sales actlvbs pmpdy when cwrducted by a dual employee. There Is 
certain@ no bask for thls statement m a g  rtq~~&tm. When mdwting examinations reguhtors 
are MI less diligent In revkwhq the actMtb~ of dual emplops, AU m g s t m d  employes are 
under the same level of d n y .  

the IRPS recommende that medk unions establish Indqmdmt mphme programs ta contact 
investment dlents, review kwesfment accounts for suhablnty and happropdate tranmction 
activity, and ensure that the broker deeler's supenrlswy persame1 make schedw examindona. 
The IRPS suggests that perlodie random smplngs of account adhhty would be an effective way 
b find evldence of abuse. Btdtw deraler mpl fancg  personnel are requbd to revlew all ectivii 
on an ongoing basis to ldentffy patterns, bncb a d  cmcmhbs.  It is unlikely that additional 
random checks and r e v h  by credtt union pmonnel m l d  add a rneanlngful layer of protection. 
In fact, by holding mdk unlon management accowriable for m e  dements of compliance with 
s e w M  regulations, the IRPS could i nmaw the risks to mdl l  unlons. 

The proposed pdldw and prw9dum wwld ~QnH'hrttEy fmease the costs for credit unions, 
Most d H  unions are far fK#n hmhg the pmmnel  q u a H  to take on these reepanslMlMes 
and would hedore b v e  b him Wpen~W, hlghlytraBred, experienced permnd to "look over 
the shouldew" of the broker d e a b  they have en- fo provide the Investment s e r v b .  In 
fact, the only prrdcal way these IndhrldWs auld obtah the nemssary hhing,  knowledge and 
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the IRPS guidelines for independence. 

expaience wouM be through the NASD licensing and contfnu4ng education process. However, 
that would m m  these individual would be by definition dual empEoyws and thereby fall to meet 

hother mmmsndatbn of p&hM cmam is product line evaluation. Ona of the most basic 
tenants of sound pastColio management fs dwershtion. The rfsks and M l k y  asmclated with 
a parlwlar asset class or lnvestrmd should not be emhated indhldualfy. Fw a relevant risk 
assessment, investments must be evaluated as part of a parthb. Furthermom, selecthe 
omissions of individual funds within mutual fund h m W  cwrW f o m  clients to use several mutual 
fund compank to mctr the optimum hvel of dtvemifi-n. This would limlt oppwtunities for 
lnvestm to enjoy expense ieductlons which would mbe Worn kues with seu~tltles regulators, 
It therefow does not make sense to hold d k  union management responsible for pmduct review 
and sektbn. 

There may be opportuntties wifhh the conttaet to establfsh appro@&%) guidelines, restrictions or 
limitations for products and swims that are d y  if ever made w&&k thrwgh credit union 
programs such as unmglstemd mritfes, fwd* funds, dlscretionsry secw~nts and 
recommendations on Individual equities. It is appropriate for wedit union management to review 
contracts to make sure they cmWn prov ls ' i  that protect the orgmMon. Among mese 
provisions wouM be an a p p r q h t ~  level of hdmnikdon, commitments frwn the bmbr dealer 
to comply with aU rules and mgulatlolzar, to promptly notify the mdit union of any complaints 
received from members and pmW general standards for regisbred representatives that will be 
serving the credif union's mmhm. t also agree that mdtt unions should conduct due diligence 
on thelr third party brokerage firms. Credft unh stafl could review materials associated with 
nondepo8h producb to ensum the proper d k d o w m  are dWW. 

I disagree with the lRPS statement that a dual mpbyee not haw management or policy 
setting msponsibllb within h a  c d t t  unions related to nm&pdt fn-m. The well 
established best practice In the I n d u s l ~ ~  is for the adti union's hv&ment program manager to 
be a teglsted sewrCbigs principal and thereby a dual mphpe. In a d d b ,  many financial 
lnstitutfons, h h d l n g  # e d Y  unions, have edabkhd Platfonn Pmgmm wlweby h c h  platform 
empbyws have sew~Mes mi I n s m e  Mcemss and offer a limited range of nondeposfi 
products to clients. These progms am p m d m t  in major banks and thrtfts. The proposed 
restrictions on the acttvma that a n  be pwbrmd by dual empkyees would put h i t  unions at a 
significant disadvantage rWJv8 to f b n ~ 4 I  h&Wthi. 

Regatding the lRPS retcommendabm for s a h  of nan- Investments to mmembers,  one 
of the situations refmced hvdves mpmmbthm that Mrrg with them a s t w m  of trailer 
income when they join the bmkemga firm ensaged by the mdi!  u n h .  Since this bailing [ncorne 
Is the resrult of a sale that happenad before the repmmWwJd~ed the #edit unlon program, it 
does not Involve sales by the credft u n h  pmgm to nokmmba a d  themfore should not be 
an Issue. Tracklng and reping tbb m n u e  would add mmWamy expense. 

In summary, the IRPS would Impose r slgnlficant butden on the &it u n h  wittrout providing 
mope protection. The IRPS would subfed wed& d o n s  to requlrremm not h p s d  on banks or 
thrifk putting b i n  at a c o r n m e  disadvantage. 

If you haw any questions, p b w  fed fm to gtve me a call at (888) 4m7266 extension 861 0. 

presldeh 
Wescam flnandal Senrlces, LLC 


