October 18, 2012

The Honorable Thomas J. Curry, Comptroller
Office of the Comptroller of the Currency
Regs.comments@occ.tres.gov

Docket ID OCC-2012 0008

The Honorable Ben S. Bernanke, Chairman

Board of Governors of the Federal Reserve System
Regs.comments@federalreserve.gov

Docket R-1442

The Honorable Martin J. Gruenberg, Acting Chairman
Federal Deposit Insurance Corporation
comments@FDIC.gov

RIN 3064-AD95

RE: Regulatory Capital, Implementation of Basel III
Heads of the Agencies:

[ am writing on behalf of St. Charles Capital, an investment banking firm specializing in
capital raising and merger and acquisition activity for commercial banks in the Rocky
Mountain and High Plains States. Our firm and its predecessor have been involved in over
85 financings totaling $1.2 billion. Ihave personally been an investment banker for the
commercial banking industry for over 31 years. We specialize in community banking
organizations generally from $100 million to $10 billion in total assets.

Although there are many troubling aspects of applying the proposed Basel III rules to
smaller banks we would like to express our views specifically on the proposal to phase out
the Tier 1 capital treatment for trust preferred securities (“Trups”) in the amount of 10%
per year beginning January 1, 2013. As experts in capital raising for community banks, we
believe the change to Trups capital treatment will be extremely harmful to commercial
banks and the customers that they serve.

Approximately 57% of the bank holding companies between $500 million and $15 billion
have Trups that currently count as capital; for the typical bank, it constitutes about 20% of
its capital. The elimination of 10% per year of Tier 1 capital will have a profoundly negative
impact on capital formation for hundreds of banks. Banks between $500 million and $15
billion in assets in the annualized quarter ended June 30, 2012 had, on average, a return on
average assets (“ROA”) of 0.88%. The table below illustrated the impact of a 10% annual
phase out of Trups for a typical $1 billion bank with 10% Tier 1 capital ratio composed of
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