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Re: Base l III Cap i ta l P roposa ls 

Dear Sirs: 

T h a n k you fo r t he oppor tun i ty to c o m m e n t on pend ing imp lemen ta t i on of Basi l III 
regulat ions. A l though I d o ask tha t you recons ider a coup le po in ts in the proposa l , I 
ag ree w i th its ob jec t i ves and apprec ia te the we l l - f ocused w o r k you a re do ing. 

I a m a board m e m b e r and sha reho lde r of a f a m i l y = o w n e d bank hold ing company . Our 
B H C suppor t s th ree c o m m u n i t y banks , one e a c h in D u b u q u e Iowa; C u b a City, 
W iscons in ; and S a n Mateo, Cal i forn ia . Our lead bank, A m e r i c a n T rus t of Dubuque , has 
been in our fami ly for over 1 0 0 years. W e acqu i red A m e r i c a n B a n k of W i s c o n s i n ten 
yea rs ago. Un i ted Amer i can , of S a n Mateo, w a s run by my cous in and an i ndependen t 
board unti l it encoun te red severe di f f icul ty dur ing the co l l apse of t he res ident ia l 
cons t ruc t ion industry in Cal i forn ia. W e acqu i red it a b o u t a year ago to p reven t its 
fai lure. 

Uni ted A m e r i c a n is g radua l l y stabi l iz ing, a n d the o ther banks are pe r fo rm ing wel l . S ince 
2 0 0 8 w e have g iven a lot of a t tent ion to conse rv ing and a u g m e n t i n g capi ta l , and t h e s e 
ef for ts have met w i th success . Also, our B H C has rema ined prof i tab le t h r o u g h o u t the 
down tu rn a n d its wake , and w e have not laid off a s ing le e m p l o y e e in the Midwest , nor 
have w e cur ta i led our char i tab le g iv ing or vo lun teer serv ice to our commun i t i es . 

I wou ld respect fu l ly reques t tha t you recons ider the t im ing fac tor in the plan to phase ou t 
t rus t pre fer red secur i t ies as a f o r m of t ier one capi ta l . T h e r e are t w o reasons for this. 
First , t he ru les of t he road, as init ial ly es tab l i shed by regu la to rs and then con f i rmed in 
the Col l ins a m e n d m e n t to Dodd F rank , have long held tha t t rus t p re fe r reds are a va l id 



form of tier one capital. To have fol lowed the rules of the road to this point, only to see 
significant chunks of capital start disappearing spontaneously in 2013, would be a bit 
unsettling. Second, the 10-year phase-out period, as proposed, does not reflect the 
actual maturity dates of many of the securit ies currently held by communi ty banks. Our 
BHC, for instance, has $19.5 million in trust preferreds (out of $112.9 of total capital) 
due in 2036 and 2037. The point that trust preferreds aren't the highest quality capital is 
well taken. But if they are to be phased out, why not "depreciate" the phase-out in a 
straight line across the full durat ion of the securit ies? From a banker 's perspective, that 
would be less complicat ing and better al igned with how things ordinarily work. 

I would also ask that you reconsider the risk ratings for home-equity based lending. 
Granted, this type of lending has caused problems for many banks, despite being 
regarded as general ly low-risk in the past. But I would question whether a very 
substantial, one-number-f i ts-al l increase in the rating is the best move that could be 
made. In our banks' experience, home-based lending has entailed an extremely low 
level of loss, even during the worst of the recession. Whi le some banks ought to be 
carrying more cushion for their home-based loans, would not individual bank histories 
be a valid guide in determining which banks these are? Loan loss reserve provisions, 
checked by examiners, would be the mechanism for creating the appropriate cushions. 

Communi ty banks do need to be careful about capital levels. Arguably, their communi ty 
mission requires them to carry a little more capital than a non-community bank would. 
On rare but important occasions, they will have the opportunity to make community-
benefitting loans which carry a marginally higher degree of risk than disinterested 
bankers would take. (Of course the risk can't be too high, and the potential benefit must 
be great.) Then there is concentrat ion risk, stemming f rom both narrow geographic 
focus and the tendency to special ize in certain types of lending. Fortunately, Basil III 
already emphasizes the simplest antidote to these and other risks, i.e. higher capital 
ratio requirements. The proposed requirements are an important improvement and, if 
anything, could be notched higher. 

Thanks again for the opportunity to comment, and best wishes for the remainder of the 
process, 

Sincerely, 

Rory Holscher 
Director, ATBancorp 
Dubuque, Iowa 


