From: Ron D. Hopkins [mailto:ronh@colonialsavings.com]
Sent: Friday, September 27, 2013 6:00 PM
To: Jones, Kevin S.; J Brad Williams (WILLIAMSJB@occ.treas.gov)
Subject: RE: FIL-42-2013 [Incident: 130927-000326]

Dear Sir:
Please consider the following comments as you finalize the Draft of the Proposed Reporting Changes to the Regulatory
Capital Components and Ratios Portion of Schedule RC‐R, including Proposed Instructions issued August 9, 2013 with FIL‐
42‐2013:

(A) RC‐R, Lines 13 – 15, Deductions from CET1 for amount of Unconsolidated Subsidiaries, MSAs, and DTAs that exceed
10% CET1 deduction threshold.
1) For reference: The final Basel III regs on page 192 state “… banking organization to include the amounts of these
three items that are not deducted [emphasis added] from common equity tier 1 capital in its risk‐weighted
assets and assign a 250 percent risk weight to them.”
2) Lines 13 – 15 steps is computing the amount that exceeds the 10% deduction threshold for each of these items
as determined with steps (1) through (3). The “Transition Provisions” that are outlined in Line 13 and Table 6,
and referred back to on lines 14 and 15, correctly compute the disallowed portion through years 2014 – 2017 in
sub items (i) and (ii). However, sub item (iii) the instructions state:
“(iii) From January 1, 2014, until January 1, 2018: Subtract the amount in (ii) from the amount in (i); assign it a
100 percent risk weight; and report it in Schedule RC‐R risk‐weighted assets.”
The portion bolded contradicts the final rules because the disallowed portion is not risk‐weighted. In addition,
please clarify where on RC‐R do you want the amounts on Lines 13 – 15 reported. For example, Line 42, Column
B, Items Not Subject to Risk Weighting, is currently assumed.
3) Because these are deductions from capital, also confirm they are also reported on RC‐R, Line 38, as Other
Deductions from assets for leverage ratios purposes.
4) Step (iv) continues in this Transition Provision for 2018, however, sub item (i) and (ii) at this point are identical
as you multiply (i) by 100% per Table 6. The result of subtracting (i) from (ii) will be ZERO deductions.
5) The following table uses values you have in the instructions, it is unclear how we would carry forward the
allowable portions and risk weight each item. For example, the subtraction from Step 1 for Line 13 is less than
the 10% threshold, so only the $10,000 allowed would be 250% RW when fully implemented. Steps 2 and 3
calculate the deduction portion. Similarly for the $13,000 allowed for each line 14 and 15.
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(B) RC‐R, Line 16: The Aggregate Deduction that exceeds 15% of CET1 deduction threshold.
1) Please explain the purpose of Step 5 in page 18 that pro‐rates the threshold items. The instructions do not
indicate this value is used since all three components are reported on Line 16.
2) Is this disallowed portion also transferred to RC‐R risk‐weighted assets, column B, as an item not subject to risk‐
weighting?

C) RC‐R, Line 38: Less: Other deductions from (additions to) assets for leverage ratio purposes.
Instructions are vague as to how to treat the disallowed portions subject to the 10% deduction threshold and
15% aggregate limit. Line 38 would be clearer if it referred back to line 18, Total adjustments and deductions
from comment equity tier 1 capital (sum of lines 13 through 17).
D) RC‐R, Line 36: Average total consolidated asset
Previously this line for savings associations reported the end of quarter total assets from Schedule RC, line
12. Please confirm this intentionally changed for ALL institutions to report average total assets from Schedule
RC‐K, line 9.
Please do not hesitate to call if there are additional questions about my comments.
Sincerely,
Ron Hopkins CPA | Corp Accounting | Direct 817.810.4603 | ronh@colonialsavings.com | Colonial Savings | 2600 West
Freeway, Fort Worth, TX 76102
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