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Dear Secretary Lew, Chairman Bernanke, Commissioner Curry, Chairman Gen sisr,;Chaima‘n Gruenberg,

Chairwoman White:

We write ru..ardmg S.he reccnrly finalized Volcker Rule requirements of Section 13 of the Bank Holding
‘Company Act (“BHC Act?) as rec

uired by the Dodd Frank Wall Street Reform and Consumer Protection

Act (“Dodd-Frank™). We know the agencies embarked on a long, arduous process, and there is no doubt

they should not have to pay the pri
agencies to ensure that community

The purpose of the Volcker Rule s

undermine the U.8. economy and
Volcker Rule, regulators have wisely sought to ensure that these community banks, which had nothing to
“do with the actions that necessitated the Volcker Rule in the first place, were not negatively impacted.

Unfortunately, that cannot be said

‘owned by community banks.

the financial indusiry needed this ﬁxie before we could truly move on from the 2008 financial crisis.
However, we have said from the Qutsct that community banks were not responsxbie for that crisis, and.

ice for Wall Street’s misconduct. We have consistently urged the
 banks are protected from the. bmad brush of ff:éeral regulation.

vas {0 ensure that ,ih@'~‘£radings'act'mtles:of ihe,\big banksdo not
financial stability, not to punish.community banks. In finalizing the

about the treatment of pools of trust-preferred securities (“TruPs?)

The Volcker Rule is not the appropriate vehicle for the regulators to revisit how community banks.

* manage their portfolios of TruPs.

Indeed, unless your agencies take action immediately, a sizable number-

of community banks will have to liquidate their performing pools of TruPs and take an accounting loss —

hurting carnings and capital. The
capital in community banks. If held to maturity, these securitics would most likely not have mandated

losses.

intentof these prwmusiy approved investments was to strengthen

4 3?’ the regulators stand by the mtsdamc{ed appl lication of the Volcker Rule to cemmumi}/ bank TruPs, the

impacts could be deva&:tatmg to shareholders and the caplta! of a large number of community banks across



- the country. These banks would be required to recognize a write-off in the current quarter for any
unrealized losses from holding the sccurity and would be required to liquidate the Secnr‘ity by July 2015,
If the bank was able to hold these sccurities until maturity, the anticipated loss would be zero. The

~unrealized losses embedded in the securities today are related to the illiquid market for these securztses,
rather than true credit losses.

in additibn, the rule would not only require. ba’nks‘i’o‘ mark the TruPs to ‘Cu’rrcnt'mdrket prices, which are
“still somewhat ziepressed but wsui(i also result in a fire sale from a required July 2 015 divestment, which
would further push prices down ane’l could result in severce and unnecessary losses. One of the purposes of
the Volcker Rule is to reduce the exposure of ,baﬁksm the ups and downs of securitics trading markets;
yet the application of it to TruPsof community baﬁksiacmaﬂy makes the situation 'wof'se.

These actions are completely unwarranted since the agencies could easily rely on their authorities to grant
a carve-out ora grandfather status fo banks under a certain assct size for their ownmhip of these types of
securities acquired prior to the final rule. The agencies have admitted in their guxdance for commumiy
banks that* {o}n}y a small number of community banks own . . . collateralized debt obligations
‘backed by trust preferred securities.” Atcc:rdmg}y there is very little to-no systemic risk for community
banks 1o continue to own these securmes “On'the other hand, the effect on the banks to divest these
securities in relatively short order would be devastating. It is obvious to cvnciude that the community

- banks deserve relief] s;uch as an exception ora grandfather status from thisrule.

As you probably know; several cor nmum{y banks have voiced serious concern and are truly fearful of

their reporting requirements at the end of this year. We urge cach of your agenues 1o take action swiftly

to grant relief to those financial institutions that had nothing to do with the 2008 economic crisis, but will
~ have everything to do with our econom ic recovery.

Sincerely,

Joe Manchin 1§ : Roger
United States ¢ enator United
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Mark Kirk
United States Senator






