	Summary of FCS Comments



	Issue

(# of Responses)
	Comments

	FCSIC received 28 comments concerning the September premium decision.  We sent 117 letters further explaining the decision on January 29, 2003.  Seven responses arrived before the letter was sent; 21 responses came after the letter was sent.  (Two comment letters were received from 3 responders.)  No comment from 92 institutions. 

	GSE-guaranteed Loans

	Support lower premiums for GSE- guaranteed loan volume

(11)
	All of those providing support letters use a GSE-guarantee program, except the Farm Credit Council.

	Support same premium for GSE- guaranteed loan volume

(4)
	No reduced premium if GSE-guaranteed loans included in SBA calculation.  No responder was in a GSE-guarantee loan program.

	Concern about “fairness” of premium allocation

(7)
	Those institutions with loan volume increases should pay the increased premiums.  Those with reduced risk (GSE-guaranteed volume) should be rewarded.  All lenders receive Fund benefits and should pay premiums.

	Additional comments on GSE-guaranteed loans
	Without a premium reduction, using a GSE-guarantee program may not be cost-effective.  We may be forced to convert these GSE-guaranteed loans to securities to avoid the premium.

	Suggested Premium Strategies

	Think longer term

(14)
	Consider a 3-year horizon.  Limit the range premiums can rise/fall in a year, to say 4 bp.

	Consider risk-based premiums

(3)
	If the Insurance Corporation wants to reflect the use of guarantees in setting premium rates, it should be part of a wider effort to vary rates by the amount of risk in the portfolio.

	Subtract GSE-guaranteed loans from SBA

(4)
	Compares risk of GSE-guaranteed loans and full faith and credit government guaranteed loans, and suggests FCSIC adjust the SBA downward for GSE-guaranteed loans.

	Other subtractions from the SBA

(3)
	Investments or US government-guaranteed investments.

	Other suggestions

(2)
	FCSIC should update their policy statement to recognize the new authority to reduce premiums on GSE-guaranteed loans.  A 2 percent SBA may be too much in view of risk mitigation strategies; FCSIC should reduce premiums on all accruing loans.


