Farmers Insurance Group
Federal Credit Union

January 26, 2012

National Credit Union Administration

Attn: Mary Rupp, Secretary of the Board, NCUA
1775 Duke Street

Alexandria, Virginia 22314-3428

Re: 12 CFR Parts 701 and 741
Dear Ms. Rupp:

Thank you for the opportunity to comment on the proposed rule changes regarding loan participations,
specifically concentration limits. 'm delighted to read that the board believes that loan participations
strengthen the credit union industry as well as the individual credit union through diversification,
earnings, loan growth and the effective management of the balance sheet. However, | must take
exception with one aspect of the rule: the board’s proposal to limit loan participation purchases
involving a single originator to a maximum of 25 percent.

While we completely support concentration limits by loan product, industry, types of loans and to
groups of associated borrowers, we believe setting a 25% concentration limit on the originator is
unnecessary. This one requirement will become cumbersome to manage, irrelevant in the overall risk
mitigation and in actuality, may increase the level of risk, as we would then be required to manage and
monitor multiple originators at our current level of funding. Your statement in the proposed rule stated,

“These limits consider that a FICU purchasing a loan participation generally does not directly manage
the risks associated with the loan relationship, including borrower contact and collection control.”

‘We take exception with this comment, as we absolutély manage the risks associated with the loan. That

management includes micro and macro economic benchmarking before we even agree to underwrite
the ioan. Once our analysis and analytics are complete, we move forward to underwriting with our own
independent contracted underwriter. Once an acceptable underwriting analysis has concluded, our CRE
manager and a member of our senior management must approve the participation. Collection control is
also part of our daily conversation with our servicer and we actively participate in every decision during
the collection and mitigation process. Therefore, your justification for a 25 percent limit on single
originators is without basis.
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