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Federal Trade Commission
Office of the Secretary

Room H-159 (Annex A)

600 Pennsylvania Avenue, NW
Washington, DC 20580

SECRETARY

Re: Proposed Rule for FDICIA Disclosures, Matter No. R411014
Dear Sir or Madam:

We have reviewed the proposed rule regarding the consumer disclosures required to
made by privately insured credit unions under the FDIC Improvement Act of 1991
(FDICISA). As a result there are some comments we wish to make regarding the rule
and hope they will be considered, as the process goes forward to determining the final
rule, in the following areas:

ACKNOWLEDGMENT OF DISCLOSURE

¢ \We have been privately insured from the time we were granted a State Charter
on May 1, 1997.

We complied with the required regulations by NCUA to clearly notify our
members of the change from Federal Insurance to Private Insurance at the time
of change from Federal Charter.

In addition, we also complied with the 1994 three-mailer notice to all members in
1994. However, all records have been destroyed since so many years have
passed since that time and there really wasn't any guidance from the FTC as to
record retention requirements. Because of that it isn't possible to actually submit
proof that we complied.

¢ Prior to the June 1994 requirement we changed our Member Account Agreement
to include a statement that the credit union is not federally insured. So, in order to
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apply for membership an individual must sign the Member Account Agreement
and receive a copy of the statement (see attached).

We have faithfully complied with the requirements, as we understand them. And
we are very concerned that any possible additional requirements to go back to
our members with additional forms would result in a significant regulatory burden
and cost. It's difficult to predict what those costs might be as we don't know what
could be required but it is always expensive for a credit union our size — not only
the initial cost but any cost associated with proof of compliance, etc.

We would encourage the FTC to take into consideration the lack of federal
oversight or guidance since the passage of the original law prior to 1994. In fact,
it is our feeling that credit unions that are privately insured be considered exempt,
as of the effective date of the final rule, from non-compliance penalties regarding
the acknowledgment of disclosure provisions since June of 1994.

It is hoped that significant effort has been made to consider the numerous ways
members’ access credit union services, especially in the area of electronic
transactions such as Payroll Deposits, Automatic Clearing House items, Internet
Banking and so forth. We can see a real possibility of some unsatisfactory
solutions that could cause some expensive and damaging problems that are
greater than the benefits derived from securing acknowledgments from members
who prefer the way they do business.

We aren't anticipating the need to merge with another credit union at this time.
But we can see a real potential problem if mergers between federally insured and
privately insured credit unions are contemplated. Would the members of the
federal credit union into a privately insured credit union constitute “new
members” under the FTC final rule? If so, would all business cease for the
members of the previously federally insured credit union unti an
acknowledgment was signed?

Such a situation might have occurred many years ago when a federally insured
credit union was merged with ours — if such a requirement had been in effect —
and we had been a privately insured financial institution as we are now.

And such a requirement would be onerous indeed. It's suggested that by
regulation, the FTC would effectively eliminate the rights afforded under most
state laws for a federally insured credit union to merge with a privately insured
credit union. Continuing credit unions should be given the option to send three
sequential notices, as previously permitted in 1994, to the new members gained
through the merger.
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CONSPICUOUS DISCLOSURES

e We support Section 320.3 of the proposed rule. We believe it's a reasonable
disclosure.

However, we don't want to lose our present right to continue disclosing the nature
and type of private share insurance coverage alongside the mandatory statement
regarding the lack of federal insurance.

SIGNAGE DISCLOSURES

e Our credit union has 1 ATM that we own. However, we belong to a CO-OP ATM
network and are aware that many individuals that use our machine are members
of federally insured credit unions. A requirement to place signage about the lack
of federal insurance might confuse a consumer.

As a suggestion, we would like to encourage the final rule to state that signage
disclosures be placed only on a machine that is housed within an office or branch
of privately insured credit unions, and not those located outside of the main lobby
or branch offices, or in non-banking public venues.

Also, it is our experience that by far the greatest numbers of transactions done
on our ATM are withdrawals. This is probably true for other credit unions as well.

» We have looked into the possibility of offering our members services in “shared
branching” facilities. If we do this in the future, it is our opinion that NCUA's Rule
740.4(c) adequately addresses this issue.

ADVERTISING DISCLOSURES
e We can envision this portion of the final rule could also be onerous. For
example, would the final rule require us to disclose the lack of federal insurance

on giveaways -such as pens, clothing and other items used in advertising?

e Would a disclosure be required to be placed on any type of promotion or the
marketing of a new service?

e We disclose the information required on each and every statement sent to every
account holder. :

In the final analysis, we feel the law was designed to protect the depositor, not the

borrower. And once a member has signed up and received a statement of account with
the required disclosures why would they still need to see it on every promotional piece
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and newsletter. So we feel it's not necessary to disclose on advertising materials such
as we have listed above. In addition, it would seem reasonable to us that we wouldn’t
be required to disclose on other materials such as:

Statements of Condition, which are required to be published by state or federal
law;

Credit union supplies such as stétionery, envelopes, deposit slips checks and -
drafts;

Signs or plates in the credit union office or attached to the building(s) in which the
credit union is located;

Listing in directories;

Joint or group advertisements;

Advertisements that do not relate to member accounts such as loans,

safekeeping services, credit insurance products, traveler’'s checks, etc.

DEPOSIT SLIPS/RECEIPTS DISCLOSURES

We can see that this area of disclosure could be abusive if not carefully studied. For
example, if the credit union was to be required to disclose on deposit slips and/or
checks what would the compliance nightmare be for those members who choose to
purchase those items from outside vendors?

What about receipts for transactions processed on-line?

Federally insured credit unions are statutorily exempt from a disclosing statement on
deposit slips and we feel it should be the same for privately insured credit unions.

Thank you for considering our comments. Please contact me if you need additional
comments. ,

Kent Rhees

President/CEQ
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