22 March 2007

The Office of the Controller of the Currency
250 E Street, SW

Washington, DC 20219
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RIN 1657-AC91]

Robert E Feldman
Executive Secretary, FDIC
550 17™ Street, NW

- Washington, DC 20429
[12 CFR Part 325;

RIN 3064-AC73]

Jennifer J Johnson

Secretary, Board of Governors of the FED
20™ Street and Constitution Avenue, NW
Washington, DC 20551
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Regulation H and Y; Docket No. R-1261]

Regulatory Comments
Chief Counsel's Office, OTS
1700 G Street, NW
Washington, DC 20552

[12 CFR Part 566;

RIN 1550-AB56]

Dear Sirs & Madam,
NOTICE OF PROPOSED RULE-MAKING (NPR) - BASEL It

Thank you for the opportunity to comment on your proposals for implementing the Basel Accord
within the United States.

By way of background, the Royal Bank of Scotland Group (RBSG) is one of the top ten global
banks. We have significant activities in North America, including Retail and Commercial ]
Banking, Asset Finance and Capital Markets operations. The largest single business, measured
by assets, is Citizens Financial Group, Inc., a Providence-based commercial bank holding
company that operates over 1,600 Citizens Bank and Charter One branch offices in

Connecticut, Massachusetts, New Hampshire, New Jersey, Rhode Island, Pennsylvania, !
Delaware, New York, Vermont, lllinois, Indiana, Michigan, and Ohio. s

The majority of the Group's exposures are already covered by the EU Capital Requirements |
Directive (EU CRD). Citizens, with over $160 billion in assets, falls outside the "top 10" group of
core banks mandated to operate the advanced approaches for credit and operational risk in
2009. However, we are planning to move the US business to Basel Il during 2009. Given our

peiesthet




geographic spread, we are clearly interested in how the proposals will be implemented within
the US and, importantly, in driving consistency in international implementation.

Whilst we support the US agencies objectives of moving forward with Basel Il, we believe that
elements of the NPR should be revisited before the rules are finalized. We believe that the US
regulators should avoid divergence from the international standards agreed at Basel - this is
important for a range of practical implementation, competitive and home-host issues. The key
areas that we believe should be reconsidered are:

¢ Different definitions of default, capital requirements for defaulted exposures, LGD, capital
floors and Pillar 3 disclosures.

¢ - Possible changes in aggregation, should overall capital fall by 10%.
Loss of SME exposures as a separate category and the PD/LGD approach for Equity
exposures :

¢ More conservative treatment of EAD.

Detailed responses to the various questions raised in the NPR are covered in the attached
appendix. These reflect the views of the RBSG, Citizens and Greenwich Capital Markets. In
addition to these comments, we have also contributed to the industry response being submitted
by the Institute of International Finance (IIF). We support their conclusions which are consistent
with these views.

We hope that these comments are useful to you in taking forward the implementation of the new
Basel Accord in the United States. Please do not hesitate to contact either me or Bob Gormiey,
Chief Risk Officer, CFG, should you wish to discuss any of these points in more detail.

Yours faithfully,

David Thomas
Head of Basel Il

Directtel: +44 2070851192 Direct fax: + 44 20 7085 4106
Email: david.thomas2@rbos.com

c.c. Bob Gormley
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