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FEDEBAL CREDI'I‘ UNION

| M"ay 19, 2014

-Gerard Poliquin |
‘Secretary of the Board
. Mational Credit’ Un:on Admumstratmn
"% 1775 Duke Street B
Alexandrla Vlrgmla 22314 3428 .

) Dear Mr Pollqum

. ".I thank you for the opportunlty to comment on the Natlonal Credit Union Admlnrstratlon 5 proposed
‘ 'Rlsk Based Capltal Rule | wnte to express my grave concem. and opposutlon to the rule as itis now .
[ written. SN : S :

- Service Agency and USDA Busmess and | dust - Programs. We serve”an rnd.lspensable 'role in maklng
credit available to our, rural mernby ' ---Our'oredrt union and our business lending program have been
forged in the}f | e' of a,Ioeal.economy where unemployment is con51stently in double digits. These

' ‘.economlc condltlon' were':present Iong before the " Great Recessmn and wnl hkely remam for the
‘ foreseeable fut" ‘ - o : ' '

v

' NCUA has asserted on many occaslons that the rule would result |mmedlatefy in only a re]atwely few
‘ 'number of credit umons heing subject to PCA; The problem with that assertion is no credlt union
' manager or bus:ness owner.looks only at today’s fmanmai situation: Prudence dictates (and NCUA - .
gUIdance mandates) that we Iook forward strategn:ally and, oon5|der a business demsmn s effect on the “. .
. flnanmal condltlon of the eredrt unicn. Any competent credlt union CEQ can antICIpate th|s rule s - .
- .negatlve eﬁect on be ablllty to oFfer the very products our members need and that WI|| brlng income to
" the credit umon : S | |

. A Old West s case we would remain adequately caprtallzed under the new Rule Unfortunately every
. new doilar of MBL loans would bring a reduction in our RBC ratlo ¥'m sure the Agency’s intentisto ©
-assure the safetv and soundness ofthe share insurance fund;. unfortunatelv thls rule’s over—reachmg
“nature is likely to have the opposlte effect Wlth the ability to offer products that create mcome
. ‘t:urtalled there w:ll be no undnnded earnmgs W]thOUt undwided earnmgs there WI|| be no growth and
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quite likely 2 contracting of capital, not anly as a ratio but in dollars as weil. Old West will be forced to
raise fees and loan rates in an effort to generate income. Our Low Income members’ interest will not be
well served under the Rule as proposed.

The Rule as written places arbitrary and capricious risk weightings without adequately taking into
consideration the quality of the particular assets being weighted. In regard to the Rule’s MBL weighting
proposal, not all MBL foans are created equal. As opposed to an arbitrary blanket risk weighting based
upon concentration, would we not be better served by a system that accounts for a loan’s purpose, loan
to value, maturity, interest rate risk, etc.?

Why are NCUA'’s proposed risk weightings on MBLs harsher than FDIC’s for community banks? The Rule
results in an unfair regulatory burden on credit unions. While there is weighting reduction for USDA
guarantees it does not appear that state guarantees are given the same consideration.

| strongly encourage you to remove this Rule from consideration. Perhaps a working group of Agency
and Industry stakeholders could better address the issues facing credit unions, including a risk basad
capital rule.

These past six years were unequivocally the worst economic conditions since the Great Depression yet
credit unions continue to operate prudently and providentially. In a phrase, we’re still here. Yes, the
Share Insurance Fund realized losses, but the Agency would be better served hy reviewing what went
right in the past six years. What allowed credit unions to weather the worst economic storm of modern
times? What was the formula that kept credit unions a safe, sound and viable option for consumers and
businesses? Answer those questions and build a risk based capital rule upon that foundation.

Thank you for opportunity to comment on this proposed rule and for your careful consideration in this
matter.

Respectfully,

==

Ken Olson - President/CEO
Old West Federal Credit Union
650 West Main

John Day, OR 97845




