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Dear Mr. Golden:
As a community banker and a bank investor, I oppose the portion of the
above referenced proposal that requires all financial instruments to be
marked to market. From a bank investor's perspective, this will not bring
clarity to the bank's balance sheet and may ultimately jeopardize bank
capital.
The proposal states that banks are to record loans on the balance sheet at
their market value. In my many years of bank involvement, bank management
focuses on loan performance, not market values. This is what investors
ask for. If loans are not being sold, I believe mark to market becomes
less relevant. Given the uniqueness of commercial bank loans, fair value
is not the appropriate measurement for these loans since it does not
represent the cash the bank will receive.
It is understood that a loan's intrinsic value may fluctuate due to
interest changes and borrower issues, but when it is a repayment problem,
we tend to work loans out rather than sell them. Since we don't sell
loans this becomes an extremely mute point, even if there were available
markets to do so. Subsequently, this proposal will affect bank capital by
market swings that will not actually be realized by our bank.
I disagree with the proposed accounting treatment for core deposits which
calls for them to be regularly remeasured using a present value
calculation as this will not provide accurate information. I also oppose
requiring institutions to record demand deposits at fair value.
In addition, I am very concerned about the exorbitant costs and resources
that will arise from this proposal. The costs to retain consultants and
auditors to be in compliance is extremely expenseive for a community bank
like mine and will ultimately create a negative impact for the individual
investor.
I urge you to consider dropping your proposal to mark loans to market, as
I do not see it improving financial reporting.
Thank you for considering my views. Please feel free to contact me if you
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have any questions or would like to discuss

Sincerely,
William McCarty
773-413-1940

