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Re: Basel Ill Capital Proposals 

ladies and Gentlemen: 

Thank you for the opportunity to provide comment on the Base! III proposals that were recently 

approved by the Federal Reserve Board! the Office of the Comptroller of the Currency, and the Federal 

Deposit Insurance Corporation (collectively the ubanking 



regulatory ratios. Shrinking capital, a standpoint, could force us to 

contract our balance sheet and impair our nr£'1\/lnrp credit to our local markets at a time 

when markets are and our customers need our 

2. Increased risk weighting mortgage loans 

One of the things !learned from the watching S&L crisis of the 80's was to avoid funding long 

term home loans with short term funding sources. As a result, it has become a common 

practice for me and many banks to place balloons on existing in-house mortgage loans at 3 to 7 

year intervals in order to manage that risk. Under the proposal, these types of mortgages would 

become "Category 2" and become subject to risk weighting between 100% and 200% only 

because the balloon feature. Ironically, the result of this rule would be to penalize a bank for 

trying to manage its interest rate risk in order to protect profitability, capital, and ultimate 

viability. 

Thank you again for allowing me this opportunity to respond. Please reconsider adoption and 


implementation of the Basel Ill Capital Proposals. 


Sincerely, 


Tom O'Neil, CEO 


First Financial Bank, N.A. 



