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America’s Mutual Banks

Core Principles for Mutual Capital Instruments

Regulatory Objectives

e Establish a consistent and efficient framework for mutual banks to raise CET1 or Tier 1 capital.

e Ensure uniform treatment across all regulatory bodies (OCC, FRB, FDIC, and state regulatory
authorities).

e Promote mutual capital instruments as strong, loss-absorbing Tier 1 capital.

Equity and Market Access

e Create a level playing field for mutual banks compared to stock banks and credit unions.

e Permit financial services companies to invest in mutual instruments, qualifying as "Public
Welfare Investments."

e Exclude mutual capital instruments from burdensome Regulation MM requirements.

Design and Features of Mutual Capital Instruments

¢ Limited Voting Rights: Control remains with depositors; non-members have limited rights.

e Subordination: Instruments are deeply subordinated to depositor and creditor claims.

e Capital Treatment: Instruments should qualify as CET1 or Additional Tier 1 capital.

o Dividend Flexibility: Dividends may be cumulative or non-cumulative and variable based on
earnings.

e Charter Amendments: Preapproved amendments should be authorized without impairing
member rights.

e No Regulatory Pre-Approval Required: Issuances should not require formal approval if
compliant with capital eligibility.

e Instrument Options: Include investment contracts, pledged accounts, special deposits,
revised MCCs, and subordinated debt.

Issuance Authority

e Eligible issuers include:
o Mutual associations, cooperatives, and banks (federal or state chartered)
o Mutual Holding Companies (MHCs)
o Stock thrift subsidiaries of MHCs without public stockholders
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America’s Mutual Banks
Capital and Risk Management Benefits

e Support growth and competition.

e Encourage investment in underserved communities.

e Enhance safety and soundness through loss-absorbing capital.
e Replace maturing subordinated debt with permanent capital.

o Offset interest rate and duration risk on mutual balance sheets.

Policy and Market Alignment

e Align U.S. mutual treatment with U.K. cooperative institutions (e.g., Core Capital Deferred
Shares).

o Clarify capital treatment in future Basel discussions and emergency programs consistent with
movement to exclude community banks from international Basel capital requirements.

e Promote instruments with terms that attract broad market acceptance.

e Prevent regulatory arbitrage by standardizing rules across agencies.

Investment and CRA Considerations

e Allow financial institutions to invest without triggering holding company registration.
e Recognize investments as CRA-eligible when deployed to LMI or underserved communities.
e Standardize instruments to facilitate efficient secondary markets.

Encourage de novo Mutual Charters to Address Urgent Needs
e Encourage de novo mutual bank charters which can benefit communities through

o expanded financial services to underserved communities
o development of affordable housing opportunities
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