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We welcome the opportun ity to express the Farm Credit Services of America Agricultura l Credit 
Associat ion's views with respect to the FA SB proposed Accounti ng Standards Update. "Accounting for 
Financial Instruments-Credit Losses (Subtopic 825-15)". 

Background Information about Farm Credit Services of America Agricul tural Credit Association (ACA) 

Our ACA is a federally chartered agricultural lending insti tution and is part of the Farm Credit System. We 
arc a member-owned cooperat ive providi ng credit and credit-related services to. or for the benefit of, 
e ligible shareholders for qualified agricultural purposes ill tI le ::.tatt:s ur luwa. Ncbr .. ska. Suuth Dakuta and 
Wyoming. We make secured long-terrn agricultural real estate and rural home mortgage loans, and short­
term and intermed iate-term loans for agricultural production or operat ing purposes. We offer risk 
management services. including mul ti -peril crop insurance and crop ha il insurance fo r borrowcrs and those 
eligible to borrow. As or March 3 1, 2013 our assets totaled $ 19.3 billion. with $18.3 bil lion or the assets 
consisting or 153,000 individual loans to customers, and liabili ties of$15.9 bil lion. with $ 15.8 bil lion of the 
liabil ities being notes payable to our fundi ng bank, AgriBank, FC B. 

The commeniS that follow arc the resul t or cons iderat ion of issues related to the proposed Accounting 
Standards Update requirements. 

Genera l Comment 

We support the FASB's efrorts to improve recogn ition of credit losses to provide more dec is ion-userul 
inrormation on fi nancial assets and other commitments to extend credit. We also support the effort to 
simp lify U.S. GAA P that currently includes severa l d ifferent incurred loss models. However, we do not 
beli eve that an expected credi t loss model would simpli fy the credit impai rment model as addi tional 
estimates and significant ly more management judgme nt wou Id be needed under thi s approach. As set forth 
in the proposed amendment, an estimale or expected credit losses would be based on internally and 
ex ternally availab le information considered relevant in making the estimate including, information about 
past events, such as historical loss experience, current conditions and reasonable and supportable forecasts 
and their implications for expected credit losses. We do not believe that rorecasts or ruture conditions will 
si mpliry the estimation process or provide more use ful inrormation. Further, we believe that the judgment 
involved in fo recasts of life of loan losses woul d significantly dimin ish meaningful comparab ili ty between 
financial institution s. 
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We also believe that the requirement that an estimate of expected credit losses shall reflect the time value 
of money either explic il ly or implicitly could cause significant operational challenges for our institution 
and other financial institutions. Using the explicit time value of money technique such as a discounted cash 
flow model for each asset WQuid be operationally time-consuming, costly, impmclical and add vcry li tt le 
value. The lime val ue concept appears 10 us to be an indirect approach to si mu lating fair value accounting 
for loans. 

Questions for Respondents 

The following are answers to the questions we believe arc applicable to our institution. 

Question 9: The proposed amend ments would req uire that an esti mate of expected credit losses be based 
on relevant information about past events, including hi storica l loss experience with similar assets, current 
conditions and reasonable and supportable forecasts that affect the expected collectability of the financial 
assets' remaining contractual cash nows. Do you foresee any significant operability or auditing concerns 
or constraints in basing the estimate of expected credit losses on such information? 

Yes. We would foresee significant operation concerns if we would be expected to usc a 
discounted cash now model on a loan-by-Ioan b[lsis for our 153.000 loans. The current incurred 
loss model considers the loss generally over a three year loss realizat ion period and is difficult to 
estimate with accuracy. Forecasti ng loss experience for the life of the asset would be even more 
difficult and would require significant judgment. We also do not believe that the expected cred it 
losses would be more useful than the current incurred loss model when it comes to comparability 
between companies. The estimate wi ll include more variables and increased judgment and 
assumptions on the part of management and will not necessarily result in a beller estimate of credit 
losses. 

Question II: The proposed amendments would require that an estimate of expected credit losses always 
reflect both the possibi lity that a credit loss results and the possibility that no cred it loss results. This 
proposal would prohibit an entity fTOm estimat ing expected credit losses based solely on the most likely 
outcome . Do you foresee any significant operability or aud iting concerns or constrai nts in having the 
esti mate of expected credit losses always reneet both the possibility that a credit loss results and the 
possibility that no credit loss results? 

Yes. We foresee operability and auditability concerns with this proposal. While we agree a 
reasonable range created by reflecting both the possibility that credit loss results and the 
possibility thai no credit loss results, the allowance booked should renect the most likely outcome 
based on manageme nt's knowledge of all factors. Requiri ng the calcu lation of two outcomes is 
overly burdensome in terms of time and expense. Lastly, without more specific guidance as to 
what loss should be booked, inconsistency in fi nancial statement comparability will result as 
forecasts of est imates based on expecled credit losses will differ great ly by industry and by 
institution. In addition. because of the high level of uncertainty in this type of loss est imate. 
audi tor comfort with the inputs and mode ls used will take significant time and resources to 
achieve result ing in an additional cost burden to financial statement preparers. 
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Question 12: The proposed amendments would require that an estimate of expected credit losses re lleCllhe 
time val ue of money either explicitly or implicitl y. Met hods implicitly refl ect the l ime va lue of money by 
deve loping loss stat istics on Ihe basis of the ratio of the amorl ized cost amount wrillen orr because of credit 
loss and Ihe amort ized COSI basis orthe asset and by appl ying the loss stalistic to the amortized cost ba lance 
as orthe reporting date 10 estimate the porti on o rlhe recorded amortized COSI basis that is nOI expected to 
be recovered because of credit loss. Such methods may indudc loss-raic methods. roll-ratc methods. 
probability-o r-default methods and a provision matrix met hod using loss C;lctors. Do you foresee any 
significant operab ility or auditing conccm s or constraints with the proposal that an estimate of expected 
credit losses reflect the time value of money either ex plici tl y or implicitly? If time value of money should 
not be contemplated, how wou ld such an approach reconc ile wilh the objective of the amortized cost 
fr amework? 

Yes, we foresee signifi cant operabi lity constraints with the proposal, especially related to the 
explicit time value of money. Deve loping risk-adjusted cash fl ow mode ls would be extremely 
challenging for the 153,000 loans in our portfolio . 

............................. ~ ..... . 
We appreciate this opportunity to respond and hope our comment s prove use ful to the Board. 

Respectfully, 

(l,~"K.JV~"--
Vice- Pres ident and Controller 
Farm Credi t Services of America, ACA 
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