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_Regulatory Comments

From: Maricela Jauregui <no-reply@cuanswers.com>
Sent: Wednesday, March 04, 2015 4:30 PM
To: _Regulatory Comments
Subject: Risk-Based Capital Comment

To: Regulatory Comments 
From: Maricela Jauregui 
South Bay Credit Union 
 
03/04/2015 
 
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. 
 
Our credit union leadership team feels that while there is no question the NCUA did make changes in the RBC 
rule with respect to such items as the definition of “complex” credit unions, eliminating IRR, and extending the 
implementation timeframe, the impact to the industry if RBC2 is passed remains highly suspect and likely 
detrimental. Although the proposal was 450 pages, far too many were reviews of the comments and the 
NCUA’s rebuttal or disregard of them. In a vacuum, the changes accepted by the NCUA would appear good but 
in fact are designed to draw credit union leadership away from impact of the rule as a whole. We believe that 
the RBC rule will increase costs to members, expand the right of the NCUA to interfere in the governance of 
credit unions through Prompt Corrective Action (“PCA”), and threaten the financial stability of the industry 
long term. 
 
Our credit union believes the RBC2 rule would undermine the cooperative and diverse nature of our charters by 
creating a one size fits all over-reaching capital formula. This is a massive flaw of the NCUA’s structure as 
regulator and insurer. We believe this is a myopic view of cooperatives and only considers our equity funding 
mechanism. A cooperative is a like group of individuals banding together to own a business that is guaranteed 
to meet their similar financial needs. The arguments and logic of the rule misapplies what is done successfully 
at a local or institutional level, to an entire system. Because of this I would respectfully recommend the rule be 
thrown out and at best become a matrix the NCUA would use in the exam process only. 
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