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FEDERAL CREDIYT UNION

February 17, 2012

Ms. Mary Rupp
Secretary to the Board
1775 Dike Street
Alsxandria, VA 22314-3428

Re: Proposed Amendments lo 12 CFR Parts 701 and 741,
Loan Participations

Dear Ms. Rupp:

On behalf of Pacific Oaks Federal Credit Union | weicome and appreciate the opportunity to
comment on the Board's proposal to amend the Reguistions of NCUA with respect to ioan
participations. Pacific Osks FCU is 8 credit union with $270 million in sssets and a 64 year
history of serving the community of Ventura County, California, with over 22,000 members.
While some provisions of the above referenced proposed amendments are prudent, we wish to
express our concermns about, and objection to, the proposal to “Establish a limit on the aggregate
amount of loan participations that may be purchased from any one originating lender, not to
exceed 25 percent of the credit union's net worth.” We feel strongly that this imit is unnecessary
and burdensome, does not scocomplish the stated safety and soundness goals of the proposed
Amendment, and is contrary to the very encouraging recent pronouncements of both NCUA and
the President regarding regulatory burdens.

Our own experiences in purchasing participstion interests highlight our concerns and support
our contention that the proposed 25% imit is too restrictive. Our Board has established very
strict criteria for the underwriting of participation interests we purchase. We have established
excelient working reistionships with just a few originstors, based on exiensive due diligence,
and we purchase interests in only very specific categories of loans. We perform a careful
review and analysis of each loan in which we may purchase an interest, using both intemal
resources and review by outside sxperts. The performance of our participation portfolio confirms
the effectiveness of our policies and procedures, 8s we have suffered no loss or delinquency on
any participation interest. In this period of extremely iow ican demand snd poor investment
retun, we have found our carefully managed purchase of participation interests to be an
important and effective way to manage our portfolic and balance sheet while very effectively
increasing income.

Despits our prudence and success, the proposed Amendment would have an immediate
adverse impact on our participation program, creating significant additional burdens and
expenss with no demonstrable benefit. Assuming we wished to maintain our current level of
participation portfolio, we likely would be forced to sxplore entire new categories of loans for
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participation opportunities and definitely would be compelled to engage in a search for, and
consequent review and analysis of, new originator relationships. We are confident that
implementation of the proposed Amendment would at a minimum create an undesirable, and
costly, re-allocation of internal resources as well as other unintended potential adverse

consaquences.

The proposed amsendment clearly constitutes a “one size fils all” approach, paricularly with the
prohibition of any possibility of a waiver of the arbitrary cap of 25% of net worth concentration.
This approach is punitive for credit unions, such as Pacific Oaks FCU, that have prudently and
successfully managed their participation programs. In our case, we believe imposition of the
proposed Amendment would have a significant adverse impact on our costs, internal resources
and income without any demonstrable benefit to our risk profile. In our view that is the very
definition of burdensome and ineffective regulation and we urge the Board to revisit the
proposed Regulation and to not adopt it as currently drafted.

We thank you for the opportunity to comment and for giving careful consideration to our
concerns.

Very truly yours,
“’%&'af;v ;/)47/:/

MARIANNE BLITSCH,
President and CEQ
Pacific Oaks Federal Credit Union
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