





inconsistency with Basel lll and would result in higher borrowing costs to the member-
customers. This inconsistency with Basel [l and with the approach taken by regulators around
the globe will raise questions about the FCS’s rii  profile compared to other lending
institutions. Such questions will irreparably harm the FCS and its mission achievement. | ask
FCA to establish a 4%Tier 1 leverage ratio consistent with the Basel lll guidance.

7. Maintain the 50% and 20% risk-weight treatment of rural electric cooperative assets consistent
with the current regulatory treatment. There has been no change in the unique characteristics
and iow risk profile of the electric cooperative industry. As FCA previously acknowledged, loans
to this industry have lower risk because of: (1) the financial strength and stability of the
underlying member systems; (2) the ability to e 1iblish user rates with limited third-party
oversight; and (3) the exclusive service territories. These unique chi acteristics insulate the
rural electric cooperative industry from many ol 1e credit-related risks experienced by utility
providers. | strongly encourage FCA to continue the 50% and 20% risk-weight treatment so the
FCS can continue to fulfill its mission to finance e rural electric industry as it does today. If
FCA does not make this change, the proposed rule will adversely affect the FCS's capital
capacity to serve this industry and place it at a competitive disadvantage compared to other
lenders who finance this industry.

| am confident that the refinements described above would make the proposed capital rule
workable and effective from a safety and soundness perspective and consistent with the
implementation of Basel Ill by other regulators. Most importantly, the refinements I ask FCA to
make ensure that the FCS can function consistent with cooperative principles for the benefit of its
member-customers as Congress clearly intended.

| feel that it is my responsibility as a director to protect the System's cooperative structure. This
cooperative structure sets us apart from other financial institutions and it has given us the ability to
fulfill our mission for nearly 100 years.

1 appreciate the opportunity to comment on this proposed rule and FCA’s willingness to consider
my feedback.

Sincerely,
g
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Brent ruin
Member, Board of Directors
AgPreference, ACA
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