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_ .lenmferj .lohnson Secretary :

' '_-Board of Governors of the Federal Reserve System
SR 20giﬂ Street and Constitution Avenue N. W
i 'Washlngton DC 20551 '

' Ofﬁce of the Comptroiler of the Currency S

250, Street, SW.

B MailStop 2-3
L Washmgton, D C. 20219

'Mr Robert E. Feldman, Executwe Secretary
- Attention: Comments/Legal ESS °
- - Federal Deposit insurance Corporatlon B
550 17" Street, N.W. - R
: Washmgton DC 20429
'__Re Basel III Caputal Proposals S

i '_Ladles and Gentlemen, :;" i

".':Thank you for the opportumty to prowde comment on the Basel i proposals that were recently |ssued L

o for public comment by the Federal Reserve Board the Oﬁ'"ce ofthe Comptroller of the Currency, and the R

-"_':Federal Deposrtlnsurance Corporatlon

P The Bank of Perry in Perry, _Georgla is a tradnhonal communlty bank establlshed in 1889 currently w:th. ;

" $112 million in assets, serving Houston County from two full service banking offices in Perry and Warner =~ =

S - Robins, Georgla We are one of four Georgia subsndaary banks of Persons Bankmg Company, inc a 5386 3
B -m:ilron closely held Subchapters bank holdlng company based m Macon, _Georgla : . '

."Let me say at the outset ‘that i beileve [ have a good understandmg of the issues surroundmg the '

L - creat|on of Basel i, While appllcatlon of Basel 1l may be appropriate for large institutions that engage - i

__ in MBS underwrltang and complex mternatlonal bond activities, its appllcat;on to smali non complex S :
L 'commumty banks would be ili- placed at best U.S. banks of our size had nothlng to do with the
.- circumstances ieadlng to the creation of Basei Ill, and indeed, its appllcatlon to small banks would

: : sertously inhibit many banks’ ab|I|ty to continue to act:vely lend particularly on 1-4 famlly re5|dences
Based on our pro~forma mode!mg for fully phased -in Basei ruies on loan accountmg oniy, |f '
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- :_1mplemented as proposed Basel i wouid negatlvely iower my Bank’s Total Rusk Based Capltal Ratlo

| ~from 10. 45% (6/30/2012) to 8.58%. This is large!y due to segregatmg 1-4 famrly loans that have bailoon ' S
.. payments into a separate “Category II” in wh:ch the RBC requtrement is roughiy trlpled ThIS comes in a .
L '.trme of great scaruty in cap:tal as weli ' o R _ B

_ 'Addltronally, whiie not an |ssue today, is the r|sk that Accumulated Other Comprehenswe Income (AOCl) NN
o _'-_represents to capltal ratios. My Bank's mvestment portfolro is roughly $15 million, and today carriesa
~-gain of about 5$87,000. A 6% decline in in the portfoho va]ue would require $1 miilion in addctlonal R
' "_capital under proposed Basel L n ‘today’s Iow rate enwronment once rates do begin to r:se, a 6% :_. B
= -decling in portfollo value is qunte conceivable. Based on current numbers were that fo occur today, my R '
N Bank’s Total Rlsk Based Capltal would declme further to 7 54%. R ; o :

i :In meetmgs wuth several of my Georgla bank peer CEO’s, usmg real data we estlmate an average 25% h:t

i commumty bank capital across Georgia. In the current economic envrronment if Base! proposals -

“stand on the treatment of 1-4 famliy resadentla] reai _estate Ioans ‘we must serlously consnderf'-":-'- Rt

-'.wathdrawmg from product offering or pricing hlgher to cover new capltal demands, and communlty i~

: ".'bank clients will suffer. ‘Another perhaps unantlcapated consequence is recent bghtenmg of FNMA i

'.-.._._._underwrrtmg standards that has resulted in that source of credit literally drying up in many rural areas. :_' s
" Not only would the capital impact impede credit, the cost of accurately measuring capltai reqmrements '

o ‘would add significantly to the comphance burden community banks already deal with. ‘Another point S
" the authors of Basei 11 are most Ilkely not aware of is that community banks largely do not have full tlme ':'

L ;people dedxcated to com pliance actwltles - we wear rnany hats

'_-_In summary, 1 urgentiy recommend that Basel It not be amplemented in sma]l non- complex communlty :
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Premdent & CEO
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