- §€ Qﬁi Robert M. Mahoney

SAVINGS BANK President, Chief Executive Officer

November 5, 2015

Mr. Martin J. Gruenberg; Chairman, Federal Deposit Insurance Corporation
Mr. Robert E. Feldman; Executive Secretary, Federal Depasit Insurance Corporation
Mr. Glen Watler, Ombudsman, Federal Deposit Insurance Corporation

Subject: Proposed FDIC Insurance Methodology for Banks under $10B
Dear Sirs,

Thank you in advance for your consideration of the significantly negative impact of this proposal on our
bank. We understand the thought process regarding the new methodology and fully support the FDIC's
goal of increasing the reserve while favoring well capitalized, soundly managed banks with excellent
credit guality and penalizing poorly run institutions with credit issues and high leverage. Unfortunately,
. under the proposed methodology, our Bank which has outstanding credit quality and is well capitalized
. s pr0jccted 10 experlence a doublmg s (’ u;. - of ourannual EBIC:Insurance expense.

Belmont Savmgs Bank isa Sl 7B publlcly—traded bank servmg the western suburbs of Boston.

Our bank has excellent credlt cu,lalltv As of September 2015 our NPAs to Total Assets were O 16%, our

LLR to C/O ratlo was 831% and our Iast 3 year charge of"fs totaled $528 OOO or O 04% of Average Assets

poor credlt decrsrons were made for three consecutlve cycles g' ol

L
Our bank is well caprtallzed We exceed eac;h of thefully phased BA\' EL' lll ”Well Capltallzed" atlos bya
significant margin. " ‘

Our Bank is well managed: We have increased our quarterly net income by 347% from three years ago;
we have reported 9 consecutive quarters of earnmgs growth; we have maintained excelient credit
quality and e Y :

/

/
With this new methodology, we.are belng severely penalized for our growth, our,| rellauce on borrowed.
funds and, as mentioned above, we carry the national ¢redit loss rates as opposed to our own. With
respect to growth, it is an arithmetic reality that if youstart small high percentage growth is easier. Our
top four executlves have 140 years. of combmed expenence m this market Wlth that comes
tremendous relatlonshlps Wthh have been sucessfully converted ta our bank Wlth respeqt to fundmg
mix, unllke many of aur, peers, we work hard to match fund our mortgage book Wthh necessrtates long-
term borrowmg rather than total rellance on retalldepos:ts We do.not use CDARS but, rather FHLB
borrowmgs Thls is far more prudent in any mterest rate env;ronment but partlcularly in the current _
one, Fmally, with respect to capital, we have a plan to either slow growth or replenlsh our capltal as’

soon as we approach the well capltallzed ratlo mmlmum, T e e w i
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While we understand the methodology and the wisdom of using proxies for risk, sometimes proxies
create unintended outcomes. According to the American Bankers Association, we are the most
extraordinary example they have seen of that unintended outcome.

These additional costs if implemented would curtail or eliminate new investments, staff additions and
our local philanthropy. We understand that upwards of 90% of the Banks less than $10B would see a
reduction in their costs and we believe it unfair, with our profile, that our FDIC expense would double. -
Actually FDIC insurance will become our 3™ largest expense line after salaries and data processing costs.
| encourage you or your team to reach out to me directly to discuss this serious matter.

Sincerely, /

Robert Mahoney
President & Chief Executive Officer, Belmont Savings Bank
Two Leonard Street
Belmont, MA 02478
617-484-0628

cc: Michael Leonard, FDIC, Boston Office




