April 13,2014

Mr. Gerard Poliquin
Secretary to the NCUA Board
1775 Duke Street

Alexandria, VA 22314

Re: RIN 3133-AD77 Comments on Proposed Rule: PCA—— Risk-Based Capital

I appreciate the Opportunity to share my thoughts on this far reaching regulatory proposal, to express
some of my concerns about the potential negative impact of the proposed rule on credit unions if finalized

Affinity Federal Credit Union is a $2.3 billion credit union with 134,000+ members, chartered in 1935 to
serve members’ financial needs, If approved as currently written, NCUA’s proposed Risked Based
Capital regulation will drive a culture of risk avoidance and a focus on capital accumulation rather than

an institution to increase its capital levels but employs supervisory assessments, rather than PCA risk
weightings, to tailor an individual institution's required capital to its risk profile. NCUA’s approach puts
credit unions at a distinct disadvantage to community bank competitors.

Concentration Risk multipliers for real estate and member business loans: NCUA requires increasing
risk weights for concentrations in real estate and member business loans. Risk weights increase as the %
of assets in these loan categories increase. Credit unions would require 2x the capital relative to bank
competitors for each $ of current [st mortgage exposure over 35% of assets if the concentration risk
multipliers for real estate loans are not modified. Concentration above 20% of assets for other rea] estate

exposures above 20% of assets results in 150% of what is required under bank rules.



exam. Furthermore, including interest rate in PCR requirements without including the offsetting Liability
metric is not sound.

members. If banks have a lower capital requirement, they can price differently. Should NCUA be an arbiter
in influencing the market’s pricing for critical sectors such as mortgages and small business loans? Should
NCUA propose rules that wil] cause credit unions to lose market share and impede their ability to grow and
grow capital?

Impedes ability to build capital: The proposed rule creates a bias in favor of consumer loans. It is clear
that NCUA prefers assets that are short term and is partial to retail unsecured exposures. This, along with

That is not the job of a regulator.

CUSOs: The risk weight applicable to CUSOs is flawed. Not only is the 250% too high but NCUA double
counts exposure for majority owned CUSOs. Majority owned CUSOs are accounted under the
consolidation method of accounting. RBC is based on a CU’g consolidated balance shect and thus, the assets
for majority owned CUSOg are already risk weighted. Adding capital based on a schedule that shows

efforts to serve members and enhance the industry,

through assessments.

The simple solution to all of the problems of this new proposal is to adopt the BASEL III/Community
Bank model and completely remove the examiner discretion provision.



Kind regards,
E. J. Johnson
Supervisory Committee

Affinity Federal Credit Union

ce: The Honorable Frank A. LoBiondo, US House of Representatives

The Honorable Cory A. Booker, United States Senate
\%eborah Matz, NCUA Chairman
r. Michael Fryzel, NCUA Board Member
Mr. Richard Metsger, NCUA Board Member



