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March 38, 2006

Regulation Comments
Chief Counsel’s Office
Office of Thrift Supervision
Attention: No. 2006-01
1700 G Street, NW
Washington, DC 20552

Dear Sir:

Please consider the comments set forth below as the comments of Second Bank & Trust, its directors,
employees, and staff as it relates to the proposed guidance on commercial real estate concentrations.

In Virginia, the proposed guidance, particularly the capital ratios, will have a disproportionate by negative
impact on community banks as a majority of community banks in Virginia would reach the proposed capital
thresholds with their current portfolio structure. Many community banks, with prior regulatory supervision
and approval, relied upon commercial real estate lending for growth and, as a result, may not have as diverse a
portiolio as larger banking institutions.

For years, regulators have encouraged banks to colfateralize loans with real estate. Furthermore, community
banks are in the business, and, in fact, bave as their mission, the development of the communities in which
they provide services. Most conupunities served by community banks are more rural in nature. As rural
communities, the change agent for economic development is the full development of the commercial property
within the community. . If community banks were to participate in, this community-development related
activity, banks must take risks. on a high volume. commercial real estate doans in their portfolios. This is less
than of an issue as may be first considered in that community banks have a better and long-standing
relationship with most of their commercial customers than institutions in larger metropolitan areas. Applying
the proposed capital standards discounts the importance of these customer relationships and minimizes the
subjective lending component, which has been a foundation of comumty banks” success for decades.

We recommend the regulators, reconsider the propﬂse:d c&pliai standards far G()nél}‘ﬁiﬁ“hty %)dnks and should
consider increasing the capital thresholds to 200% and 350% of apxtal respec;tlvel} S b
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