
From: Jim Miles
To: _Regulatory Comments
Subject: Risk-Based Capital Comment
Date: Monday, February 09, 2015 9:30:26 AM

To: Regulatory Comments
From: Jim Miles
MidUSA Credit Union

02/09/2015

Dear Mr. Poliquin:

History has shown that the cooperative model of credit unions is a successful one.
The diverse nature of our charters has meant that despite little capital—except
member good will and loyalty—the forefathers and current stakeholders of the
industry have built the second largest financial system in America today, serving
close to 40 million households with savings of nearly $1 trillion. The proposed rule
will serve to hinder that diversity by placing credit unions into more general
categories. Protect the true nature of credit unions by ending this rule so we can
celebrate the charters that made this industry possible, from the $60 billion Navy
FCU to any of the $1-5 million “family” credit unions. From the farming communities
of South Dakota serving family farms with loans to the taxi drivers from NYC to San
Francisco. From the raw recruit in San Diego to the forward deployed military
professional in Diego Garcia, Korea, or Afghanistan. From the auto worker in Detroit
or Tennessee to the high tech communities of Silicon Valley.

I believe the revised RBC rule penalizes credit unions for specific activities such as
real estate lending, member business lending, and credit unions chartered to assist
the un-bankable by placing a capital tax on the resulting assets of low income or
poor credit lending. We believe the end result will be thousands of homogenous
balance sheets in 2025 that you can easily understand from a supervisory
perspective. However, this current risk posture of the NCUA cannot fail but to lead
credit unions to shy away from diversity or cooperative reason for the charter and
field of membership. The end result of this rule will ultimately force credit unions
into potential areas of investment and lending that the credit union lacks experience
with or create industry wide concentrations that could be impacted by similar
economic variables. In and of itself, this rule creates more risk than it proposes to
control.

The NCUA and the credit union industry would both be served better if the formulas
and risk weights within RBC were not given the force of law. Do not force my credit
union to institute changes both potentially drastic and unwarranted in our balance
sheet to meet these arbitrary weights.

Congress intended for the NCUA to develop rules around credit union complexity
that would take into account the diversity of credit unions. An arbitrary asset cut-off
point is contrary to the mission Congress provided to the NCUA, which is to take in
account the special nature of my members’ relationship with my credit union.

The NCUA should reconsider implementing a two-tiered RBNW that is at odds with
the agency’s past interpretation of its powers, and which conflicts with the plain
language and intent of Congress. Not only has an NCUA Board Member strongly
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dissented from the NCUA’s proposed Rule, but the legal foundation the NCUA is
relying upon is weak. Much of the weaknesses in the NCUA’s arguments can be
found directly in the memo prepared by the Paul Hastings, LLP, law firm, for the
NCUA Board.

The NCUA is straining hard to justify its legal interpretation of a Rule that has
significant practical problems. The $100,000 asset size cut off is arbitrary. The risk
weighting is arbitrary. Adherence to this rule could cause credit unions to build up
concentrations in assets that turn out to be risky. Why doesn’t the NCUA allow for a
rule that allows for supplemental capital, which would likely be far greater benefit to
the industry and greatly reduce the risk to the Share Insurance Fund? Finally, why
should the industry accept RBC when it suffers from these problems and may very
well be an overextension of the NCUA’s authority in any event?

Jim Miles
MidUSA Credit Union


