January 5%, 2016
Via Electronic Mail

Federal Deposit Insurance Corporation
Mr. Robert E. Feldman

Executive Secretary

Federal Deposit Insurance Corporation
550 17th Street NW

Washington, DC 20429

RE: Notice of Proposed Rulemaking on Assessments (12 CFR §327), RIN 3064-AE40

MUFG Union Bank, N.A. (“MUB”, “we” or "us”, as applicable), a subsidiary of MUFG Americas
Holdings Corporation (“MUAH” or “the Company”), appreciates the opportunity to comment on the
proposed revisions (the “Proposal”) by the Federal Deposit Insurance Corporation (the “FDIC") to
implement section 334 of the Dodd-Frank Act, which requires the FDIC to (1) raise the minimum reserve
ratio for its Deposit Insurance Fund (“DIF”) from 1.15 percent to 1.35 percent of estimated insured
deposits, (2) assess premiums on banks to reach 1.35 percent by September 30, 2020, and (3) offset the
effect of the increase in the minimum reserve ratio on insured depository institutions with total
consolidated assets of less than $10 billion (small banks). The Proposal proposes to surcharge insured
depository institutions with total consolidated assets of $10 billion or more (large banks) and grant
credits to banks with fewer assets for the portion of their regular assessments that contribute to
increasing the reserve ratio from 1.15 percent to 1.35 percent.

BACKGROUND

The Company has offices across the United States and provides a wide spectrum of corporate,
commercial, retail banking and wealth management solutions to meet the needs of customers, primarily
through our main operating subsidiary, MUB, which is a national bank and an insured depository
institution. The Company also offers an extensive portfolio of value-added solutions for customers,
including investment banking, personal and corporate trust, global custody, transaction banking, capital
markets, and other services. With assets of $114.3 billion (USD) as of September 30, 2015, the Company
has strong capital reserves, credit ratings and capital ratios relative to peer banks. The Company is a
member of the Mitsubishi UFJ Financial Group, Inc. (“MUFG”) (NYSE: MTU), one of the world’s largest
financial organizations with total assets of approximately ¥289.2 trillion (JPY) or $2.4 trillion (USD) as of
September 30, 2015 (Exchange Rate of 1 USD = ¥119.96 as of September 30, 2015). The Company’s
corporate headquarters are in New York City while MUB’s main banking office is in San Francisco.

MUB is subject to the FDIC's risk based assessment scorecard for large banks introduced in 2011 and
had an annualized assessment rate % % - as calculated on its assessment invoice dated
December 15, 2015,



MUB has participated in the preparation of the comment letter submitted jointly by the American
Bankers Association, The Clearing House Association, and the Financial Services Roundtable (“the
Association Letter”). We support the comments and concerns raised by the Association Letter.

EXECUTIVE SUMMARY

MUB supports the increase to the minimum reserve ratio of the DIF from 1.15 percent to 1.35 percent,
as well as the goal to reach the new minimum of 1.35 percent by September 30, 2020, as required by
the Dodd-Frank Act. However, MUB has concerns, which we summarize below, regarding the proposed
flat rate surcharge and the proposed accelerated time frame that would achieve the new minimum
approximately two years prior to September 2020.

I.  The proposed flat rate surcharge is not aligned with the FDIC’s current prudential risk
based scorecard approach to calculating assessments. That approach appropriately
calculates assessment rates for large banks based each firm’s respective risk to the DIF
and provides a strong incentive to banks to maintain low risk profiles.

Il.  The proposed timing of surcharge payments accelerates inflow to the DIF well in
advance of the required date set forth under the Dodd-Frank Act. We do not believe
this acceleration to be necessary given the significantly improved risk profiles of the
banking industry overall thanks to the enhancements in regulation post crisis.
Moreaver, based on the ABA's analysis, the 1.35 percent minimum ratio can be
achieved before the 2020 deadline by continuing the current risk based payments,
provided that the FDIC does not implement the currently planned reduction in risk
based assessment rates once the DIF reaches 1.15 percent (see ABA analysis in the
Appendix attached to this letter).

RECOMMENDATION

MUB supports the proposal submitted in the Association Letter that any surcharge rate be applied to the
Initial Base Assessment Rate (IBAR) in the current risk based methodology. Additionally, as noted in the
Association Letter and recommended in this letter, the hew minimum ratio of 1.35 percent can be
achieved before 2020 by maintaining the current risk based assessment rate schedule and postponing
the planned reduction in rates until the DIF reaches its new minimum requirement. This approach would
maintain higher IBARs across the industry and would provide consistency and predictability for FDIC
assessments for large banks. If the 1.35 percent minimum is not achieved by the end of 2019 under this
approach, then a risk based surcharge can be assessed in the first quarter of 2020 to ensure compliance
with the Dodd-Frank Act.

|. FLAT RATE SURCHARGE FOR ALL BANKS REGARDLESS OF RISK PROFILE

Since the financial crisis in 2007-2008, several new regulatory requirements have been implemented to
reinforce the safety and soundness of the banking system. In addition to these requirements, [arge
banks are subject to the FDIC’s large bank pricing methodology implemented in 2011. This methodology
encourages stability in the banking sector by calibrating each firm’s payments into the DIF to its risk
profile and offers an incentive for firms to maintain low risk profiles. MUB supports such efforts by the
FDIC to measure the risk of insured depository institutions through forward-looking financial ratios that
may allow the FDIC to estimate the potential impact on the DIF in stress conditions and to determine
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assessment rates. We believe this risk based approach is the most appropriate when assessing
insurance rates across all insured depository institutions.

MUB agrees with the position of the Association Letter that any surcharge rate should be applied to the
IBAR, according to the FDIC's current risk based scorecard approach. The FDIC's proposed annual flat
surcharge rate of 4.5 basis points applied equally to all firms, regardless of risk profile, is inconsistent
with the FDIC’s current scorecard approach and the FDIC’s objective to minimize risk exposures. The
purpose of the surcharge is to accelerate payments intc the DIF to ensure compliance with the new
minimum reserve ratio by September 2020. However, the proposed surcharge is to be implemented at
approximately the same time a planned reduction in all firms’ risk based assessment rates will become
effective upon the DIF reaching 1.15 percent. Therefore the flat surcharge would essentially offset the
reduction in risk based rates and result in a payment structure that is unnecessarily complicated. The
flat rate surcharge would not be required if the FDIC were to delay the planned reduction in risk based
assessment rates to when the DIF reaches its required minimum of 1,35 percent. As stated above, a
recent analysis performed by the ABA estimates that the reserve ratio would reach 1.35 percent before
the end of 2019 provided the current risk based assessment continues without reduction,

RECOMMENDATION

1} Continue the current risk based assessment rates, with no reduction when the DIF reaches 1.15
percent, and

2) Remove the proposed flat rate surcharge to be paid over an eight quarter period.

We believe the above recommended approach benefits both the FDIC and insured depository
institutions:

e |t simplifies the payment process for all parties, in contrast to the proposed process that would
reduce current risk based rates calculated by the FDIC scorecard while simultaneously applying a
new flat surcharge rate.

e Asnoted in the Association Letter, maintaining the prevailing assessments structure for large
banks would provide consistency and predictability for FDIC assessments.

s Assessment rates would continue to leverage the FDIC's risk based scorecard approach, ensuring
firms continue to pay assessments as calculated under the risk based methodology. The
structure would therefore continue to incentivize firms to minimize risk exposures, which, in
turn, would promote stability across the industry,

s This approach meets the requirements set forth under Dodd-Frank Act §334,

. ACCELERATED SURCHARGE PAYMENTS ARE NOT REQUIRED GIVEN THE STRENGTH OF THE

BANKING iNDUSTRY IN THE WAKE OF RECENT AND CONTINUING REGULATORY STANDARDS;
CONTINUATION OF RISK BASED ASSESSMENTS AUTOMATICALLY ACCELERATES DIF PAYMENTS IF

THE BANKING INDUSTRY WEAKENS

The Dodd-Frank Act has introduced a number of new regulatory requirements that assess and reinforce
the financial industry’s stability and soundness. As such, like many other firms impacted by the
Proposal, MUB is subject to or impacted by the following requirements:

e Enhanced Prudential Standards for Bank Holding Companies and Foreign Owned Banks;
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¢ Annual capital plan submissions under the Comprehensive Capital Adequacy Review (CCAR);
» Recovery and Resolution Plan (RRP) documentation for MUB as an insured depository institution
as well as for MUFG, its parent company;
» Monthly FR 2052 liquidity reporting;
s U.S. Liquidity Coverage Ratio (LCR) requirements beginning in 2016; and
e The Total Loss Absorbing Capital proposal that would require a minimum amount of long term
subordinated debt to be issued by intermediate holding companies of foreign banking
organizations.
The proposal of an annualized 4.5 basis point surcharge for all banks over an eight quarter period would
achieve the newly required 1.35 percent minimum reserve ratio by the fourth quarter of 2018,
approximately two years ahead of the timeline required by the Dodd-Frank Act. Such an acceleration of
payments is not required given the strong capital and liquidity positions across the industry, thanks to
the new regulatory requirements outlined above as well as the current relatively benign credit
environment.

Additionally, we would appreciate the FDIC’s understanding regarding the increase in expense that
banks are incurring in order to comply with the new regulatory environment and to improve risk
management and reporting. As such, the estimated 2019 date achieved by maintaining the current risk
based approach (without reduction) provides a slightly longer timeline for firms to amortize the
increased expense while ensuring that the DIF reaches the new minimum reserve ratio required by
Dodd-Frank §334,

Finally, the proposed flat payment structure is not aligned with the FDIC's current risk based scorecard.
As discussed above, we believe that payments into the DIF should continue to be assessed according to
the risk based scorecard approach to ensure alignment with FDIC objective to promote stability in the
banking industry and to minimize risk to the DIF.

RECOMMENDATION

3) As mentioned above, based on the ABA study, the 1.35 percent required minimum can be
achieved by 2019 provided that the planned reduction in risk based assessments is not
implemented and that no flat surcharge is assessed to make up for such reduction. However, in
the event that risk based rates decline and the new minimum ratio of 1.35 percent is not
achieved by December 31, 2019, we recommend that the FDIC apply a one-time risk based
surcharge to ensure that the DIF reaches the required minimum in the first quarter of 2020.

We also recommend that the one-time surcharge be based on each firm's respective risk based
assessment rate at that time. This would continue to incentivize firms to monitor and minimize
their risk profiles between now and 2020,

As noted in the Association Letter, the utilization of the full surcharge period that was reiterated
in statute by Congress will minimize expense for large banks and support credit growth.,
Additionally, under the risk based approach, the amount of payments to the DIF would be
adjusted automatically as changes in the identified risks across all large banks are captured in
the FDIC scorecard. For example:

» Should the industry risks as captured. in the scorecard increase in coming years,
assessment rates would increase as well, causing a rise in total assessment payments.
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This would accelerate payments to the DIF and the fulfiliment of the 1.35 percent
minimum ratio.

= Alternatively, if risk profiles improve during this time, industry wide reductions in
assessment rates would be captured in the FDIC scorecard causing the fund to reach its
new minimum at a later time. The need for a potential one-time surcharge in 2020
would occur in environments where inherent risks in the industry have remained stable
or likely have improved over time. We believe the FDIC should be comfortable with this
deferral in surcharge payments given that a deferral would, by definition, imply lower
risks across the industry.

SUMMARY

MUB supports the increase to the minimum reserve ratio of the DIF from 1.15 percent to 1.35 percent,
as well as the goal to reach the new minimum of 1.35 percent by September 30, 2020 as required by the
Dodd-Frank Act. We believe this goal can be easily accomplished without a flat surcharge by continuing
the current risk based assessments (with no reduction upon reaching the 1.15 percent threshold). Such
an approach aligns bank behavior with the FDIC’s objective to minimize risk to the DIF and simplifies the
assessment process for both the FDIC and banks. Additionally, given the strong capital and liquidity
positions across the banking industry, we believe there is less need to accelerate the funding of the DIF
to approximately two years prior to the Dodd Frank dead line. Finally, the benefit of the risk based
scorecard approach, in contrast to the flat surcharge, is that it automatlically results in accelerated
payments in the event of an increase in risk exposures across the industry.



We appreciate the opportunity to share our thoughts with you and appreciate your consideration of our
views. If it would be helpful to discuss these issues with us or if there is any additional information that
you would like us to provide, please contact me at (415) 765-4233 / john.trohan@unionbank.com, Mimi
Mengis at (415) 765-3182 / mimi.mengis@unionbank.com, or Riley Long at 415-765-3181 /
riley.Long@unionbank.com.

Managing Director, Treasurer
MUFG Americas Holdings Corporation
MUFG Union Bank, N.A.

Copy:

David Goode, Federal Reserve Bank of San Francisco, Director and Central Point of Contact
Carol DuChene, Office of the Comptroller of the Currency, Examiner-in-Charge

Kanetsugu Mike, Executive Chairman and MUFG Regional Executive for the Americas
Stephen Cummings, President and Chief Executive Officer, MUFG Union Bank

John Woods, Chief Financial Officer

Michael Coyne, General Counsel

Kazuo Koshi, Chief of Staff in GM — Planning Division for the Americas

Robert Hand, Managing Director and Head of the Regulatory Affairs Office, MUFG Americas
Maureen Young, Managing Director and Associate General Counsel



Appendix
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