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_Regulatory Comments

From: Karl Johnson <no-reply@cuanswers.com>
Sent: Friday, February 27, 2015 10:41 PM
To: _Regulatory Comments
Subject: Risk-Based Capital Comment

To: Regulatory Comments 
From: Karl Johnson 
eDOC Innovations Inc. 
 
02/27/2015 
 
Dear Mr. Poliquin: 
 
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. 
 
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 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. 
 
Although Congress has stated NCUA must develop risk based capital standards and they must be formulated in 
a similar fashion as the banking industry, we do not believe Congress wished to create a tax on members and 
abandon the cooperative principals of credit unions. Since the publication in the Federal Register the actual 
costs associated with this capital tax have been challenged. Recently NAFCU published an estimate that credit 
unions will need to raise an additional $760 million dollars in capital to achieve their current capital levels. 
Because credit unions only have one source of earnings, that additional capital tax must come directly out of our 
members’ pockets through a reduction in savings rates, increase in loan rates, and potentially changes to 
transaction fees. We believe NCUA’s estimate falls far short of the actual cost to the industry and again focused 
on the potential risk to the insurance fund rather than those they regulate and ultimately their members . In an 
effort to remain the best financial resource for our members, we would encourage the NCUA to withdraw the 
proposed rule altogether. 
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