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January 18, 2006

Robert E. Feldman Jennifer J. Johnson, Secretary
Executive Secretary Board of Governors of the
Attention: Comments/Legal ESS Federal Reserve System
Federal Deposit Insurance Corporation 20th Street & Constitution Avenue, NW
550 17th Street, NW Washington, DC 20551
Washington, DC 20429 Docket No. R-1238

Public Information Room Regulation Comments

Office of the Comptroller of the Chief Counsel's Office
Currency Office of Thrift Supervision
250 E Street, SW 1700 G Street, NW

Mailstop 1-5 Washington, DC 20552
Washington, DC 20219 Attn: No. 2005-40

Attention: Docket 05-16

RE: Risk-Based Capital Guidelines; Capital Adequacy Guidelines; Capital Maintenance: Domestic
Capital Modifications

Dear Sir or Madam:

The Conference of State Bank Supervisors (CSBS) appreciates being made part of the process to
modernize the risk based capital rules for domestic institutions. Given significant changes in the market
place and enhanced risk management tools implemented by insured financial institutions, we agree with
the goal of providing a capital scheme which enhances risk sensitivity. The challenge before us is to
meet this goal without exponentially increasing the burden on domestic institutions or jeopardizing the
safety and soundness of the banking system. A successful domestic capital framework will not only
benefit individual financial institutions which effectively utilize risk management tools, but will also
benefit the banking system as a whole by providing greater ability to effectively and efficiently manage
capital.

State bank commissioners are pleased that the proposal does not alter the existing leverage capital
requirements. We believe the current framework of requirements for both leveraged capital and risk
based capital have served the system well. Maintaining express limits for leveraged capital provides an
important and fundamental measurement of capital adequacy which preserves comparability of capital
levels for bank supervisors and the investing public. This is especially true with respect to the rapidly
changing market place and the evolution of financial products, as new products may not always be
accurately slotted in the current risk based capital framework.

As you know, 70% of all bank charters are issued and actively supervised by state authorities. We
believe in a strong supervisory role in determining capital adequacy. The proposal remains true to this
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