Congress of the nited States
Waslivngion, BE 20513

‘October 22, 2012

The Honorable Ben Bernanke:
Chamnan

Federal Reserve Board of Govemors
20" and C Street, NW

Washmgton, DC' 20551

The Honorable Martin Gruenberg
Acting Chairman

Federal Reserve Insurance Corporation
550 17" Street, NW

Washmgton, DC 20429

The Honorable Thomas Curry
Comptroller '

Office of the Comptro!ler of the Currency
250 E Street, SW

Washington, DC 20219

Dear Chairman Bernanke, Acting Chairman Gruenberg and Gompg'foiiér Curry:

Sound capital standards are an important component of a healthy financial system. However, we must be
mindful of the effects that international capital standards will have on community banks that serve a
unique role in communities across the country. We write to your to express our concerns regardmg the
proposed Basel 111 capital : standards and their impact on community banks in Kansas.

Since the proposal was announced, Kansas bankers have expressed their concerns about the complex1ty of
the proposed regulations and the impact on their lending practices. Their przmary concern is their ability
to meet the credit needs of the customers they serve. We fear that an increase in total capital requirements
ongmany intended for larger, more complex financial institutions with international interests will resuit in
less lending capacity for smaller institutions in communities across Kansas.

Loans commonly made in smalier communities in Kansas, such- as balloon’ mortoage loans, wzll be
adversely impacted by the proposed regulations. With many banks already experiencing: greater
compliance costs related fo mortgage lending regulatzons many of our smaller lenders tell us that they
will simply get out of the mortgage. lending arena all together. Our economy-is made stronger when we.
‘have a robust housmg market. The absence of mortgage lending by smalier lenders will devastate the
progress made in the housing sector..

The compiexxty of the proposed regulat:ons will undonbtedly be a burden on smaller lenders. With
growing compliance costs, the movement toward international capital s standards and tisk- weighting will
‘be financially unbearable for stmall banks, regardless of their capital levels. Redeﬁnmg capital will force a
formerly well—capxtahzed bank to seek additional capital. Small financial institations have very few
capital raising options compared to their larger financial counterparts. These: requirements will force:
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shareholders, officers, and directors to make up the capxtal dxfference Thisisa difficult proposal in these
-economic times, :

Kansas has a thrlvmg, competitive bankmg environment that has benefitted the state ‘and its commun mes :
’»Regulanons requlre balance to ensure that commumty banks are not dxsproportxonateiy affected or placed
pet ’ -a xity will ulﬂmately imposea
’standard that wxll force banks 0 consohdate and make it more dlﬁicuit for families and businesses in-
Kansas to obtain credit,

‘We are ager to maintain and. appropnateiy improve the safety and soundness of the nation’s bankmg
system. We are concerned, however, that the current proposal will unnecessarily harm our state’s small
lenders with undue burdens originally intended for international financial players. We look forward to
your response and hope you take seriously the concerns we have for the communities in Kansas we
represent.

Sincerely,

N Erry, mofan B Al e M
Jerry Moran, U.S. Senator Pat Roberts, U.S. Senator’

Mij Pompeo, U.S. Congrofsman”





