
May 6,2005 

MaryRupp,S#retaryofhBaard 
Nadonal Crsdlt Union Adminimition 
1775 DI& St 
Alexandri$ VA 223 14-3428 

U i e s  and W e m c n :  

I am writing you today in m@ to dte p q m d  4mgp to the m m k  kinem bnding rule, paris 723.3- 
B 723.4. 

I m a &it mdya at k m d  Mirmesob Fcdeml Wit Union m Mol- Mimowla. We are the largest 
@cukunl lending credit d o n  & also the 12' largest mwnbes h u h  lending madit union in the d o n .  
As an hdhtion in a rud  ma of Ceatral M h c m t a ,  a vast majosity of crur m m k  business lending 
poHfoIio -mists of small kim9ses & famm. As a result., we have a nlrmber of members that choose to 
participate in w i o u s  govemmsnt grrare~tesd h pmgmm 4 as S W  RF& and FSP. to m e  a few, 
T h e O d o b e r 2 0 W a m ~ n d m e n t t o p e r m i t ~ u n b n s t o m a k e S B A ~  k m s  undurSBA'sless 
reseictkmlsg appmm b bewell M a r a d  &odd include 0 t h ~  pvammt sponsored pmpn$. - 
Also, lorn made with these typa of guamim should be d u d b d  &om h a  &*ition of comtmction and 
dwolopment loans lurder part 7233. The bdchg of tbe gommmt ebinatm mly dl of the risk that 
C&D 1- may p s c  if not p- m-. 

Tbh point brings me to my main pltrpose for writing you. The p p o ~  defmkion change of " c o ~ c t i o n  
aud development loamH will haw a signiiicmt, hi n e @ h  a f h t  on our CHUM aniofi and tbe 27,000 
membersthatwecunmtly~,nottomGntionothmwhamay m m i d d n g  C a t d  Mimemi Fderal 
Crsdit Udon for hit Anartcia1 awd9. Not d y  does our fiaid of m m h h l p  serve a md rma, but it also 
servtrs an area that is awting rapid growth a d  d s v a l o p ~  T k t  em cmntk ams In tbc St. Cloud, 
Minnemia rndm area thsf mmdy am un&u dmlqnnont or hwb &e patsatid for dwclopmem as the 
m a  contirma to grow. In additlg 4he St. Cloud a m  supports a large rental community, h w  there is 
a largt slate uniwmity ia a d d h  to a tschnical college and sw#al b&wds&alty rnll-. The 
proposed &finidon change wilt limit oar ability to belp n m h s  wmwt convert wrrc~tidmkhl pprapetry to 
rantal prom or to conmw now rental pmprty. 

Them are a numkr  of h r s  thac should k c a d d y  wnsidcd b e f h  m g  tht propod revision. 
My main mncarn Iies with the defmition W1f, What Zs midarad rn ~ ~ t ?  All rental, 
comtncrcid sad industrial propeaties rquh  conobrat upkeep & -to retain its v h .  While 
gome of mnintenamx ltre minor, such u painting, other typss are more extmive, such as replacing a 
I* roof. I feel that them wi I1 m x ¶  to be a precise hh i t i aa  that m w m  what types of activities are 
w be considcmd fmprowmmh or mnvamim. 

I a h  fael thar rhe wen- lwel of the t d e r  H i g  this type of loan, as well as the experience level 
of the insthution providing the fmmcing, should a h  be taken into cpiwidmtbn. Obviously, a junior 
lender with limited experience may not be fully aware of the risks inbunt to undamPting W D  loans; 
however, a seruroned lendet will b o w  now to cardully u n d h t e  & monitor these typdg of loans. Also, 
an InAtution that has a history of lending in this m a  has ilml had experisace monitoring C8tD loms and 
should bave a documented charge off histmy fbr tbis typs of loan. I feel that insthutions that have more 
experience and haw a d m e a t e d  history of low dmrgc offi vwslss other toan types should have a higher 
limit. A percatage of net worth b not always a 01- Indicator of how much of this type of Iam that an 
institution can W l e .  



Our institution has many smmned leadem and some have btcn with this institution for 10+ years. Also, 
CMltral Minnesota F d d  (=redit Union has bem hval~ed in his of lending activity since our 
inception in 1938. We are well known throughout our fiald of membership as a financial instituticm that is 
willing and capable of h c i n g  comction and development loans. We are known to have lenders with 
the expertise to servim the loans, while providing cxccIltnt member semi-. Limiting our ability to 
continue to meet the n d s  that our mernbemhip has grown to trust us to provide will seriously hinder our 
growth Bc and wiH cause members to lost trust in the credit union that has al- be willing and able to 
help them. 

Finally, I wuM encourage you to mnsider the members' equity in the property* A member who has 
owned a pie# of ptoperty for 20 years and has 80% equity in it posm substantially less risk than a member 
who ha only 20% equity in a p r o m .  The m b w  with 80% squiey stands to lose much more than the 
member with only 20% bquity and, therefore, lowers tbc inherent risks out of the gate. 

Thank you for taking the time to consider my input. While I mdmtd the need to impose regulations to 
belp credit unions limit their risk, taking on and managing risk is prt of the day-tday routine of a credit 
union. The proposed definition for consbuction & development 1 m  k trying to eliminate nearly all of the 
risk in sewicing this type of loan, which will only end up hurting many d i t  unions in the long run. 

Sam Fletcher 


