State Employees’Credit Union

Administrative Offices
May 13,2014

Mr. Gerard Poliquin
Secretary, NCUA Board
1775 Duke Street
Alexandria, VA 22314-3428

REF: Risk-Based Capital: Commenting on Your Future —

Dear Mr. Poliquin:

Under current Law: The Federal Credit Union Act (FCUA) specifically states a
Congressionally mandated definition of "net worth" and the levels of net worth a credit union
must maintain to be considered "well capitalized", "adequately capitalized", etc. Additionally,
the FCUA suggests an additional supplemental level of risk reserve requirements "if" a credit
union is "complex". The additional level of reserves is called "risk-based net worth""(RBNW).

Under current federal law, "if" a credit union has a RBNW ratio of greater than 6% "and"’ the
credit union's RBNW ratio is also greater than its net worth ratio, "then" additional reserves
may be required. So, if a credit union is not "complex", then risk-based standards do not
apply under current federal law. Effectively the Credit Union Movement already has a "risk-
based" system for determining "riskier credit unions" and has had that system since 2000.

One would assume that the largest credit unions by assets are the most "complex" - a mis-
assumption that the NCUA continues to insinuate to justify much of its RBC proposal. The
NCUA Chair even has taken it beyond the pale describing the largest credit unions as the
"riskiest"!

Here's a look at the RBNW ratios of the largest credit unions at December 31, 2013. You'll note
in the middle column that only seven of the 25 largest credit unions are above the 6% RBNW
threshold and most just slightly - only one is above 7%. So, only 7 of the 25 largest credit unions
are "complex" under existing law, and subject to additional risk reserve review. You'll note that
no large credit union's RBNW ratio is even close to being above its statutory net worth
ratio!

1000 Wade Avenue “““S@ pO Box 27665 “““SG Raleigh, NC 27611-7665 ““G® 919.339-5000 G Fax 919.839-5353

WWW.NCSEeCu.org
“Equal Employment/Affirmative Action Employer, M/F”



Mr. Gerard Poliquin
Secretary, NCUA Board
May 13,2014

Page 2

ALL LARGE CUs UNDER CURRENT LAW ARE "NOT RISKY"!!

I Risk Based Capital Top 25 Credit Unions by Asset Size 12/31/2013 J
Name Asset Size Net Worth Risk-Based Risk-Based NCUA Capital
Net Worth Capital Level
{S/B greater than 7%) {5/B less than 6%} {5/8 greater than 10.50%)

1 [Navy FCU $555B 11.58% 6.19% 14.42% Well-Capitalized
2 fState Emplovees’ CU $27.1 B 7.40% 3.83% 14.38% Well-Capitalized
3 $1 9_8]_3 9.94% 5.63% 12_5 7% ‘Well-Cagihlized
4 $1 19_B 9.70%% 5.95% l3£8% Well—CaE!alized
S $99B 11.61% 5.38% 19.22% Well Capitalized
6 $8.2B 12.00% 5.79% 18.38% Well-Capitalized
7 $82B 10.42% 497% 19.61% Well-Capitalized
8 $7.8B 8.46% 5.14% 10.77% Well-Capitalized
9 $6.6B 11.27% 7.12%% 18.24% Well-Capitalized
$6.5B 9.60% 6.46% 12 78% Well-Capitalized

11 [iSan Diego County $6.3B 12.76% 4.88% 21.78% Well-Capitalized
12 IAmerica First $59B 10.31% 4.97% 13.92% Well-Capitalized
$5.7B 12.19% 6.26% 17.15% Well-Capitalized

1,_546 B 1028% 4.17% ﬁ?% WelLCagimliznd

$55B 8.47% 4_5 8% 13.09% “’e.ll—Cagimlized

$54B 8.42% 6.28% 11.41% Well-Capitalized

$54B 9.32% 4.87% 12.01% Well Capitalized

$53B 8.93% 4.56% 13.03% Well-Capitalized

19 __jVvStar $49B 9.00% 5.62% 14.37% Well-Capitalized
20 JTeachers FCU $49B 9.84% 6.40%% 16.09% Well-Capitalized
21 EEPCU $49B 10.98% 5.82% 17.17% Well-Capitalized
22 SL $47B 14.60% 6.20% 16.83% Well-Capitalized
23 [Delta Community $45B 10.46% 5.36% 16.65% Well-Capitalized
24 JPolice And Fire $42B 14.91% 4.13% 15.87% Well-Capitalized
25 EA State Emglovees $41B 10.20% 4.08% 19_37'!\3 W'ell—Cagim!ized

Data is from the 12/31/13 Call Reports

Without unilaterally declaring all CUs above $50 million to be "complex", NCUA doesn't
have much of a case for imposing its new RBC on the credit union movement.

The proposed RBC rule clearly rewrites, without Congressional consent, existing federal law.
Our Constitution assures that American citizens’ rights will be protected by the rule of law. If
the law governing credit unions needs to be redrawn, our elected representatives in Congress are

empowered to do so.

An unelected body should not be permitted to rewrite existing federal laws which will adversely
impact 100 million Americans — our credit union members. Not even the National Credit Union

Administration.

JCB/i

Sincerely,

s

ames C. Blaine
President



