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ORDER OF THE OFFICE OF THE COMMISSIONER OF CREDIT UNIONS 

ADOPTING, AMENDING OR REPEALING RULES 

Relating to investment parity for Wisconsin-chartered 

credit unions with federally chartered credit unions. 

Analysis by Office of the Commissioner of Credit Unions 

The purpose of this rule is to permit Wisconsin-chartered credit 
unions to invest funds in the same types of instruments and deposits 
as federally chartered credit unions. This rule imposes restrictions 
intended to prevent transactions of a speculative nature. 

This rule has no fiscal effeet on government revenue or expenditures 
at any level. 

This rule will have no effeet on small business as defined in 
s. 227 .. 016 (1), Wis. Stats. 

Pursuant to the authority vested in the office of the 

commissioner of credit unions by s. 186.012 (4), Stats., the office 

of the commissioner of credit unions hereby creates chapter CU 68 

implementing the portian of s. 186.012 (4) authorizing Wisconsin 

credit unions to exercise any power under the notice, disclosure or 

procedural requirements governing the investment activities of 

federally chartered credit unions. 

SECTION 1. Chapter CU 68 is created to read: 



Chapter CU 68 

INVESTMENT AUTHORITY 

PARITY WITH FEDERAl CREDIT UNIONS 

CU 68.01 PURPOSE AND SCOPE. The purpose of this chapter is to 

permit Wisconsin-chartered credit unions to invest in the securities, 

deposits and obligations available to federally chartered credit 

unions, subject to restrictions which are intended to prevent 

transactions of a speculative nature. This rule does not limit the 

investment authority of Wisconsin-chartered credit unions contained 

elsewhere in the Wisconsin statutes or the Wiscons;n administrative 

code. 

CU 68.02 INTERPRETATION. The interpretation of rules in this 

chapter shall be coordinated with and parallel to the interpretation 

of federal laws, regulations, and interpretations from which these 

rules are derived. 

NOTE: This rule parallels 12 CFR Part 703, Investment and 

Deposit Activities, effective May 21, 1984. 

CU 68.03 DEFINITIONS. In this chapter: 

(1) "Adjusted tradingli means any method or transaction used to 

defer a loss whereby a credit union sells a security to a vendor at a 

price above its current market price and simultaneously purchases or 

commits to purchase from the vendor another security at aprice above 

its current market price. 
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(2) "Authorized depository financial institution" means any bank 

insured by the federal deposit insurance corporation or savings and 

loan association insured by the federal savings and loan ;nsurance 

corporation. 

(3) "Bailment for hire contract" means a contract whereby a third 

party, bank or other financial institution, for a fee, agrees to 

exercise at least ordinary care in protecting the securities held in 

safekeeping for its customers. 

(4) "Bankers' acceptance" means a time draft that is drawn on and 

accepted by a bank, and that represents an irrevocable obligation of 

the bank. 

(5) "Cash forward agreement II means an agreement to purchase or 

sell a security with delivery and acceptance being mandatory and at a 

future date in excess of 30 days from the trade date. 

(6) "Eurodo 11 ar depos it II means a do 11 ar denomi nated depos it i n a 

foreign branch of an authorized depository financial institution 

whose principal office is located in the United States. 

(7) "Federal funds transaction" means a short-term or open-ended 

transfer of funds to an authorized depository financial institution. 

(B) "Futures contract II means a contract for the future de li very of 

commodities, including certain government securities, sold on 

commodities exchanges. 

(9) "Immediate family member" means a spouse, or a child, parent, 

grandchild, grandparent, brother or sister, or the spouse of any such 

individual. 

(la) "Market price" means the last establ ished price at which a 

security is sold. 
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(11) IIMaturity date ll means the date on whieh a security matures, 

and shall not mean the eall date or the average life of the security. 

(12) IIRepurchase transaction ll means a transaction in whieh a 

credit union agrees to purchase a security from a vendor and to resel1 

the same or any identical security to that vendor at a later date. A 

repurchase transaction may be of three types: 

(a) II Investment-type repurchase trans act ion II means a repurchase 

transaction where the eredit union purchasing the security takes 

physieal possession of the security, or receives written confirmation 

of the purchaseand a custodial or safekeeping reeeipt from a third 

party under a written bailment for hire contraet, or is reeorded as 

the owner of the security through the Federal Reserve Book-Entry 

System; 

(b) "Financial institution-type repurchase transaction ll means a 

repurchase transaction with an authorized depository finaneial 

institution; 

(e) IILoan-type repurchase transaetion ll means any repurchase trans-

action that does not qualify as an investment-type or finaneial 

institution-type repurchase transaction. 

(13) IIReverse repurchase transaction ll means a transaction whereby 

a credit union agrees to sell a security to a purehaser and to 

repurchase the same or any identieal security from that purchaser at a 

future date and at a specified price. 

(14) IISecurityll means any investment instrument, aecount, deposit, 
\ 

contraet, or other obligation in which a credit union is authorized to 

invest pursuant to this ehapter. 
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(15) "Settlement datel! means the date originally agreed to by a 

credit union and a vendor for settlement of the purchase or sale of a 

security. 

(16) "Short sale" means the sale of a security not owned by the 

seller. 

(17) "Standby commitment" means a commitment to ei ther buy or se 11 

a security, on or before a future date, at a predetermined price. The 

seller of the commitment is the party receiving payment for assuming 

the risk associated with committing either to purchase a security in 

the future at a predetermined price, or to sell a security in the 

future at a predetermined price. The seller of the commitment is 

required to either accept de1ivery of a security (in the case of a 

commitment to buy) or make delivery of a security (in the case of a 

commitment to sell), in either case at the option of the buyer of the 

commitment. 

(18) "Trade date" means the date a credit union originally agrees, 

whether oral1y or in writing, to enter into the purchase or sale of a 

security. 

(19) "Yankee Dollar deposit" means a deposit in a United States 

branch of a foreign bank 1icensed to do business in the state in which 

it is 1ocated, or a deposit in a state chartered, foreign contro11ed 

bank. 

CU 68.04 BOARD RESPONSIBILITIES. The board of direetors of each 

credit union sha1l maintain a current written policy governing the 

investment practices of the credit union. 
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CU 68.05 GENERAL AUTHORITY. A credit union may contract for the 

purchase or sale of a security provided that: 

(1) The delivery of the security is to be made within 30 days of 

the trade date; and 

(2) The price of the security at the time of purchase is the market 

price. 

CU 68.06 AUTHORIZED ACTIVITIES. In addition to the investments 

and securities authorized elsewhere in the Wisconsin statutes or the 

Wisconsin administrative code, Wisconsin-chartered credit unions may 

contract for the purchase and sale of the following securities and 

enter into the following types of transactions: 

(1) CASH FORWARD AGREEMENTS. A credit union may enter into a cash 

forward agreement to purchase or sell a security, provided that: 

(a) The period from the trade date to the settlement date does not 

exceed 120 days; 

(b) If the credit union is the purchaser, it has written cash flow 

projeetions evidencing its ability to purchase the security; 

(c) If the credit union is the seller, it owns the security on the 

trade date; and 

(d) The cash forward agreement is settled on a cash basis at the 

settlement date. 
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(2) AUTHORIZEO DEPOSITORY FINANCIAL INSTITUTIONS. A credit union 

may invest in deposit accounts of any authorized depository financial 

institution, provided the aggregate investment per institution shall 

not exceed the greater of the deposit insurance limit under federal 

deposit insurance corporation or federal savings and loan insurance 

corporation or 1/2 the unimpaired balance of the credit union's 

regular reserve. 

(3) REPURCHASE TRANSACTIONS. A credit union may enter into an 

investment-type repurchase transaction or a financial institution

type repurchase transaction provided the purchase price of the 

security obtained in the transaction is at or below the market price. 

A repurchase transaction not qualifying as either an investment-type 

or financial institutions-type repurchase transaction will be 

considered a loan-type repurchase transaction subject to applicable 

W;scons;n law. 

(4) REVERSE REPURCHASE TRANSACTIONS. A cred i t un i on may enter 

into a reverse repurchase transaction, provided that either any 

securities purchased with the funds obtained from the transaction or 

the securities collateralizing the transaction have a maturity date 

not later than the settlement date for the reverse repurchase 

transaction. A reverse repurchase transaction is a borrowing 

transaction subject to applicable Wisconsin law. 

(5) FEDERAL FUNDS. A credit union may sell federal funds to an 

authorized depository financial institution, provided that the 

interest or other consideration received from the financial institu

tion is at the market rate for federal funds transactions and the 

transaction has a maturity of one or more business days or the credit 

union is able to require repayment at any time. 
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(6) YANKEE OOllARS. A eredit union may invest in Yankee Dollar 

deposits in an authorized depository finaneial institution. 

(7) EURODOllARS. A eredit union may invest in Eurodollar deposits 

in a braneh of an authorized depository finaneial institution. 

(8) BANKERS' ACCEPTANCES. A eredit union may invest in bankers' 

aeeeptanees issued by any bank whieh qualifies as an authorized 

depository finaneial institution. 

CU 68.07 PROHIBITED ACTIVITIES. (1) The following types of 

investment transactions are prohibited for Wiseonsin-ehartered eredit 

unions: 

(a) Adjusted tradingo 

(b) Futures contracts. 

(e) Short sales. 

(d) Standby commitments. 

(2) A eredit union board member, offieer, committee member, and 

immediate family members of such individuals may not receive 

peeuniary eonsideration in connectian with ~ny investment transaction 

made by a credit union. 

The rules, amendments and repeals contained in this order 

shall take effeet as provided in s. 227.026 (1) (intro.), Stats •• 

Dated : H....:8'-=> __ S __ _ OFFICE OF THE COMMISSIONER OF CREOIT UNIONS 

, 

R~dJj;LC 
Commissioner of Credit Unions 
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FISCAl ESTlMATE 
AD·MBA·23 (Rev. 11/BO) 

o UPDATED 

1983 Session 
LRB or Bill No./Adm. Rule No. 

GU 68 :0: ORIGINAL 

o CORRECTED o SUPPLEMENTAL Amendment No. it Applieable 

Subjeet 
Investment Authority - Parity With Federal Gredit Unions 

Fiseal Effeet 

State: lX1 No State Fiseill Elleet 

Cheek eolumns below only il bill ma kes adireet appropriation 

or affeets a sum suffieient appropriation. 

Olnerease Existing Appropriation [J I ncrease Exist ino Revenues 

o Decrease Existing Appropriation 0 Decrease Existino Revenues 

o Create New Appropriation 

Local: OO No 10Cill governmenl eosls 

1. 0 I ncrease Costs 

o Permissiva 0 Mandatory 

2. 0 Deerease Costs 

o Permissive 0 Mandatory 

3. lJ Inerease Revenues 

o Permissive 0 Mandatory 

4. [J Decraase Revenues 

[] Permissive [J Mandatory 

Olnerease Costs - May Be Possible to Absorb 

Within Ageney's Budget 0 Yes 0 No 

o Deerease Costs 

5. Types 01 Local Governmental Units Affeeted: 

o Towns 0 Villages 0 Cities 
o Counties OOthers _____ _ 

Fund Sourees Alleeted 

o GPR JJ FED [J PRO [J PRS 0 SEG 

r Afleeteel Ch. 20 ApIJropriations 

o SEG·S I 
Assumptions Used in Arriving at Fiseal Estlmate 

The proposed rule is regulatory in nature onlyand has no effeet on 
government expenditures at any level. 

Long·Range Fiseal Implieations 

None 

Alleney 
uffiee of the Gommissioner of Gredit 

Unions 
Date 

8-10-84 


