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The office of Thrift Supervision (OTS) is asking for
input on whether its electronic banking regu-
lations are in line with 1990s' technology and, at
the same time, is proposing to substantially
streamline its deposit rules.

In the attached proposals, OTS asks for comment
on whether its regulations are flexible enough to
permit savings associations to engage in appropri-
ate electronic activities. OTS is seeking broad pub-
lic comment on all aspects of electronic banking,
such as providing banking services over the Inter-
net and having customers use machines at rermnote
locations to open accounts or obtain loans,

OTS is also considering recent inquiries from the
industry including: how can a savings association
operating on the Internet comply with the Com-
munity Reinvestment Act, and may savings as-
sociations open accounts on the Internet for
depositors in other countries.

Since computers can now make decisions on
whether to grant a customer a loan, OTS is also
questioning whether its regulations adequately ad-
dress machines processing risk assessments.
Emerging technologics such as smart cards are
currently not specifically covered by any OTS reg-
ulation.

OTS' proposed overhaul of its deposit regulations
is the latest in a series of revisions aimed at re-
ducing regulatory burden on savings associations
to the greatest extent possible consistent with safe-
ty and soundness requirements, Targeted for elim-
ination or streamlining are regulations that
‘duplicate or overlap other rules or federal law.

Several long-standing deposit regulations would
be removed because they have been superseded
by laws, such as the Truth in Savings Act, and by
Federal Reserve Board regulations D (Reserve Re-
quirements) and DD (Truth in Savings) that apply
to thrifis as well as banks,

In addition, deposit regulations that micromanage
thrift operations would be removed. For example,
several specific recordkeeping requirements
would be replaced by a general provision that
gives overall guidance necessary to ensure safety
and soundness.

QTS also proposes to consolidate all its deposit
rules under a new Part 557 in the Code of Federal
Regulations to make deposit-related rules easter to
lacate.

The notice of proposed rulemaking on deposit
regulations and advance notice of proposed rule-
making on electronic banking were published in
the April 2, 1997, edition of the Federal Register,
Vol. 62, No. 63, pp. 15626-15635. Written com-
ments must be received on or before June 2,
1997, and should be addressed to: Manager, Dis-
semination Branch, Records Management and In-
formation Policy Division, Office of Thrift
Supervision, 1700 G Street, N.W., Washington, DC
20552, Comments may be e-mailed to: pub-
lic.info@ots.treas gov, Those commenting by e-
mail should include their name and telephone
nurnber.

For further information on deposits contact:
Edward J. O'Connell 1II (202) 906-5694
Richard Blanks (202) 906-7037

For further information on electronic banking con-
tact:

Paul Glenn (202) 906-6203

Paul Robin (202) 906-6648

Nicolas P. Retsinas
Director
Office of Thrift Supervision

Attachment

Number: 168
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DEPARTMENT OF THE TREASURY.
Offiae of Thrift Bupervision

12 CFR Parts 545, 556, 857, 881, 383,
and 5839

p7-27
RIN 1550-ABO0O

Deposits and Electronic Banking

AaEnaY: Office of Thrift Supervision,
ACTION: Notice of pmgoml rulamaking
and advance notice of proposed

rulemaking.

SUMMARY: The Office of Thrift
Supervigion (OTS) is proposing to
substantially streamline its deposit-
mlated regulations. This Natice of
Proposed Rulemaking (NPR) follows &
detailed staff review of pertinent
ragulations and policy statements in the
Cods of Fedaral ationg (CFR) to
determine whether sach provision is
necessary, imposes the least possible
burden consistent with safety and
soundnoss, and in clearly written.
Todey's proposal is issued pursuant to
the Ragulatory Reinvantion Initiative of
the Vice:Presidant's National
Performance Review and section 303 of
the Community Development and
Regulatory Improvement Act of 1994,
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In addition, OTS is publishing sn
advance notice of proposed rulemaking
(ANFFE) seeking comment on OTS
electronic banking regulations. OTS is
concerned that its current slectronic
banking regulations do not adequately

sddrees advances in technology and
may impede prudent innovation by
fedoral savings associations.

DATES: Comments muat be recelvad on
or before June 2, 1867,

ADDRERSES: Send comments to Manager,
Dissemination Branch, Recorda
Management and Information Pelicy,
Office of Thrift Supervision, 1700
Streat, NW., Waghington, DC 20852,
Attention Docket No. 87—-27. These
submissions may be hand-deliversd to
1700 G. Street, NW., from 9:00 am. to
5:00 p.m. on business days; they may be
sont by facsimile transmission to Flsﬁ
Numbser (202) 908-775%; or by e-mail:
public.infol@ots.treas.gov. Comments
will b available for inspection at 1700
G Strent, NW,, from 9:00 a.m. until 4:00
p-m. on busineas days.

FOR FURTHER INFORMATION QONTACT: For
Deposita: Edward ], O'Connell, I,
Project Manager, (202) Q0B=5604,
Supervision Policy; or Richard Blanks,
Counsel (Banking and Finance), (202)
906—7037: or Karen Osterloh, Assistant
Chief Counsel, (202) S0E-5638, For
Electronic Banking: Paul Glann, Spacial
Counsel, Chief Counsel’s Office, (202)
8088203, ot Paul Robin, Pr

Analyst, Compliance Policy, (202) 808—
6848, Office of Thrift Supervision, 1700
G Strest NW., Washington, DC 20832, .

SUPPLEMENTARY INFORMATION:
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1, Background of the Proposal and
Advance Notice of Proposed
Rulemaking

In n comprehensive review of the
sgency’s regulations in the spring of
1995, OTS identified numarous obaolets
or redundant regulations that could ba
quickly repealed. OTS also identified
savarafkcy regulatory areas for a more

Proposed Rules 15627
intensive; aystematic regulatory burden First, we are attempting to eliminate
review. The first areas reviewed— duplication and DWB? QT8
lending and investment authority, regulations. Several OTS deposit-related
subsidiaries and equity investments, regulations address areas that are

corporate governance, conflicis of
intgrest, corporate opportunity and
hazard insurance—wsrs aelected
because they have a significant impact
gn thlx;lﬂ 0 n:l:: and had gg:i besn

eveloped on an Interagency 5 Of
been comprehanaivaly reviewsd for
many years. OTS has iasued
comprehensive final regulations on all
of theps aress.?

Today's proposal is the first in the
next phase of OTS's review of iia
regulations. It follows an intensive
review of OTS's deposit-related
regulations and policy statements. In

developing this praposal, OT8
considered the relevant regulations,
sgency guldance, legal interpretations,

and requirements of the other federal
banking agencies. Like other OTS
reguletary reinvention efforts, this
proposal was prepared in consultation
with those who use thess regulations on
a daily basis, including QTS reglonal
. atlon staff,

(TS ia also seeking public 1n$n on
a rolated area of its regulations that has
had an increaging impact on thrift
operations, but has not been recentl
amended—electronic banking, OTS has
three regulations affacting elactronic
banking. These include: 12 CFR 545.138
{Data processing services); 845.141
(Remote service units); and 548.142
(Home banking services), After
raviewing these electronic banking

lations, OTS has decided to aolicit

E: lic coonment through an ANFR

fore dmminin%:vhnt regulato
amsndments mey be appropriate, OTS
is concerned that thase regulations may
not appropriataly address slectronic

services under emerging

technologies.

1. Notice of Proposad Rulemaking:
Daposits
A, Objectives

The overarching goal of OTS's
reinvention initiative is to reduce
regulatory burden on savings
associations to the grestest extent
possible, consistent with statutory
reguirements and safety and soundness.
In the context of deposit-related
regulations, we belisve that maximum
burden reduction can ba achieved by
pursuing the following objectives.

181 FR 50031 [Saptambar 30, 1096) (Landing and
Investrnant): 81 FR 68381 (Decamber 18, 1568
{Subaidiaries and Equity Invesiraents): 81 FR 80173
[November 27, 1098 (Conflicta of Interast,
Corporate Qpportunity and Haxard Insurance); 81
FR 84007 (Docambar 3, 1996) (Corpomte
Gavernance).

covered by Regulations D and DD of the
Foderal Reserve Board. Thece
ragulations apply to all depository
institutions, including savings
associations. lation D) (Reserve
Requirements of Depository
Institutions) # contains comprehensive
deposit definitions. Further, Regulation
DD (Truth in Savings) # applies to all
depository institutions except cradit
unione.* This nﬁpmu:h has two
benefits—the elimination of
from the CFR and reduced con
savings assoclations,

Second, as part of ita reinvention
effort, OTS i endeavoring to aliminate
regulationa that are outdated or
micromanage thrift operations. For

lations
fon for

example, OTS proposas to raplace

raveral specific deposit-relatad
recordkeeping requirsments with a
general recordkeeping regulation that is
tisd more closely to safety and
soundness. This approach, which
parallels recent changes in OTS's loan
documentation regulation, will belp
savinge associations take better
advantage of technological advances.

Third, OTS wants to remave
regulations that mersly restate existing
statutory suthority. It has been the long-
standing position of OTE and its
predecessor agency, the Federal Home
Loan Bank Buudc(yFHLBB). that specific
regulationg are not required to permit
federal savings associations to engage in
activities suthorized by the Home
Owner's Loan Act (HOLA).® Rather, the
role of OTS regulations should be to
impose nacessary conditions or
limitations on those statutorily
authorized activities. Section 5(h) of the
HOLA states that a federal savings
sssociation may raise funds through a
variety of typas of accounts, "'[s]ubject
to the terms of its charter and
regulations of the Director [of OTSL"7
Either the assoclation's charter or OTS
rafgulntionu may set out the rights
afforded accountholders. Thus, unless
OTS regulations or the institution’s
charter restrict the type of actounts a
federal savings association may offer, an
association may offer whatever types of
statutorily authorized accounts {t deems
appropriate.

212 CFR Pant 204 {1008).

312 CFR Fart 230 (1906).

412 CFR Pari 707 contalns separate Truth in
Bavings regulations applicable to cred!t unions.

g1 FR 50051, 50982 (to be codifled &t 12 CFR
480.170),

*+ 12 U,8.C, 148141470,

717 U.8.C. 1484{b).
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Fourth, OTS belisves that it should
maintain a clear and consistent position
on the ptive effect of fadara)
regulation on the deposit-related
activities of savings associations. It is
particularly necessary to reiterate this
position as existing regulations are -
restriuctured, amended, converted into
ﬁldmm. or deleted, OTS has lang held

at, with certain narrow exceptions,
state laws or regulationg that art to
affect the deposit actlvities o 1
savings associations are presmpted.*
Preemption in this area is essential to
OTS's regulation of the operations of
faderal savings associations because
deposit taking is one of the most
important functions of a savings
association. None of the changes
discussad today should be construad as
evidencing an intent by OTS to change
this long-held position. Whether OT
retains & specific regulation addressing
a particular aspect of deposit taking or
daletes the provision to streamline its
regulations and reduce atory
burden, the &gency intends to occupy
the antire field of depasit regulstion for
.faderal savings associations,

This approach is consistent with court
decisions that provide that OTS has
authority over federal thrifts from theiy
“cradle to [their) corporate grave.”?

This proposed rule includes a general
deposit presmption provision. This
provision restates long-stan
ﬁ::f""n principles applicable ta

savings associations, as
developad in a long line of court cases
and legal vpinions {DTS and the
FHLAR, The agency hopes that the
incressed clarity and spacificity of the
proposal will reduce confusion and the
nead for frequent preemption inquiries
in the future,

Finglly, OTS is removing certain
regulations and policy statements that
mmog reiterate universally recognized
;lo? t-relatad incidental powers of

oral savings agsociations, such as the
ability to use insured banks as collscting
and plylng agents and the ability to

rovide “deposit assurance” on certsin
Elnct deposiis.

With these goals in mind, all OTS
deponit-relatad regulations will be
consolidated, streamlined, and moved
into 8 new part 557, This action will
make ths daposit-related regulations
easler to locate snd follow,

B. Historical Ovarview

Since enactment of the HOLA, federal
savinge associations have baen

" %ga OTS Op. Chisf Counsel (Octobwr 11, 1091).

* Fidulity Federal Savings and Loan Ase'nv. del
fa Cuenta, 438 115, 141, 145, quoting Califomia v.
Couost Federg! Savings and Loon Ase'n, 98 F. Supp,
311, 318 {E.D. Cal. 1981).

ragulations, affirmatively m})

authorized to ralse funds through a
variety of accounts, and to issue
passbooks, certificates, or other
svidence of accounts.'” In 1982, the
Garm-5t Germain Depository Institutions
Act (DIA) axpanded this sutharity to
pormit fedoral thrifts to accept demand
accounts. !

Higtarically, the FHLBE, through its

approved
specific deposit-related activities. This
approach has shifted in recent years as
a result of changes in the applicable
statutes and sdvances in business and
technuh;%y.
any acti ritted by statute, unless
a regulation limits or restricts the
anthority. Accardingly, it is no longer

necessary to retain regulations
specifically approving deposit-related
activities,

Additionally, many of the deposit-
related regulations originated with the
FHLRBB, in its capacity s the o emtlng
head of the formar Federal Snvrnsn an
Loan Ingurance oration (FSLIC),
which insured thrift deposits. Since
OTS is not the insurer of thrift deposits,
thess tions are no longer nesded.

Finally, certain FHLBB-ara
regulations have now been suparseded
by more recent statutes, such as the

th in Savings Act,!? and by Federal
Resarva Board regulations applicabla to
al] insured institutions. Congequently,
many of the policy and lagal ressons for
certain regulations no longer exist.

C. Froposed Disposition of Deposit-
Related Regulations

Part 545 tions (Federal Savings
Associations

Section 545.10 Savings Dapasits or
Shares

Section 545.10 states. that OT'S
approves aavings deposits or shares that
comply with the provigions of

.mubgection (b) of section Bve of title I

of the Financial Institutions Reform,
Recovery, and Enforcament Act of 1988
{"FIRREA") 13 (12 U.8.C, 1484(b)), ths
faderal savings association’s charter,
and OTS rules and regulations relating
to the typs, form, return, and meturity
of depoaits or shares. OTS proposes to
dalete this paragraph, OTS “‘approval”'
of depoasits or shares i not required by
12 U.8.C. 1464(h), which authorizes
federal savings sssociations to raise
funds through various types of accounts
and issue evidence of such accounts.

012 UL.E.C 1484(b).

V1 Pub, L. 97-320, 98 Stat. 1489 (October 13,
1982).

1212 U.S.C. 4301 ot dwg.

'-‘l:uh. Law 101=73, 103 Stat. 182 [August 9,
1908,

Apnil 2,'1997 / Pré

Now thrifte may undertake

- and (b), For

yoasd ‘Rifien

Section 545.11 [esuance of Accounts

Section 545.11(n) requiras a federa)
savings association to cbtain and
maintain FDIC insurance prior to doing
business. OTS proposes to dalete this
subsaction and rely on the statutory
requirement that federal savings
associations must obtain and matntain
FDIC insurance. Ses 12 U.5.C, 1462(4),
1818(a)(1).

Section 545.11(b) provides that
federal savings associations may issue
accounts as defined In § 561.2. OTS
proposes to replace the detail of this
subsaction with a more general

. statement of authority in new Pag 557,

Section 545,11(c) sets forth the status
and pricrity of savings deposits and
accounts in the event of a li?uidatlnn,
diseolution or winding up of the
associetion. OTS proposes to delete this
subsection because these priorities are
set forth by statute, See 12 U.8.C.
1821(dj(11) and 1464(b)(1)(B).

Section 545,12 Demand Deposit
Accounts

Saction 545.12(a) states that a fedaeral
savings association may accept demand

.deposit accounts from any person. OTS

groposm to delete this subsection
ecauss 12 U.5.C. 1484(b)(1)(A)
contains the authority for iasuance of
demand deposit accounts, ‘
Section 545.12(b) prohibits a faderal
savings association paying interast
on a demand deposit. QTS proposes to
delete thie subsection because 12 U.5.C.
1464(b)(1)(B)(1) contains this
prohibition, This section also provides
that finders' fees-offered in accordance
with 12 CFR 561.168(b) are not payments
of interest. OTS propossgs 1o transfey the

" finders’ fee exception to the Thrift

Agtivities Handbook. .
Section 545.12(c) indicates that
dumand deposit aceounts include only

- those accounts that are payable on

demand within the meaning of 12 CFR
563.8. This provision {s unnecessary in
light of the deletion of paragraphe (a).
idance in Intarprating 12
U.5.C. 1484(h)(1){A) and (b)(1)(B)(1),
institutions ehould refer to the
definition of dernand deposit contained
in Regulation D.14

Section 545,13 Account Records

Section 545.13(a) states that a federal
savings assoclation must comply with
54§ 563.1 and 563.170(c){8), and that
accounts must be evidenced by a .
written agresment with transactions
confirmed by issusnce of a receipt or

14 This propoaal doss not addrems deposit-related
definitions ourrently contained In OTS regulations.
OTS in planning a comprehanaive raview of &l
regulstory daflnitions later this year.
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advice. OTS _&mpuul to delete thig
subsection. The cross-refsrences are no
lull:fur appropriate bacauss § 563.1,
which formerly dealt with forms of
accounts, was arnended in 1892 to refer
to a de novo savings association's
charters and hy-laws, '* and
§ 583.170(c)(8) has been recentl
removed. !¢ The term “advice” is no
longer a part of transactional
terminology. Moreover, OTS would
replace the specific recordkeeping
require
receipts by a more 1
recordkes lnﬁ\mx. tion in new Pant
557, thﬁ'l&l roposed revislon
would prohibit a savings association
from the normal business practica of
?lmﬂdmg teceipts for tranaactions.
owever, the proposed change may
allow federal sa associations to
take better advantage of technological
and merketplace advances in telephonic
and slectronic .

Section 545.13(b)(1) provides that a
federal savings association may treat the
holder of record of an account as the
owner, regardlesa of any notice to the
con , until the account is tranaferred
on the federal aseociation's books.
Under this section, accounts are onl
transfernble oo the associstion’s

. on proper application by the transfares
and acceptence of the transferee as
accountholder on terms approved by the
board of directors. OTS proposes to
modify and incorporate this subssation
into new Pant 387,

Under § 545,13(b)(2), & faderal savings
associstion may issue negotiable
cartificate accounts in bearer form
without recording ownership on the
books of the faderal sav association.
OT5 proposas to replace this subsection
with the more general recordkesping
requizement in new Part 657. We note
that the FDIC has a regulation
concerhing negotiable certificates of
deposits where the depository
institution has defaulted, If any depesit
obligation of an insured institution is
evidenced by a negotiabla instrument,
the FDIC will recognize the ownar as if
that person's nama were on the records
of the institution if the instrument was
negotiated to such ownet prior to the
date of dafault of the inatitution. See 12
CFR 330.4(b)(4) (1996).

Saction 545.13(c) recites authority for
federal savings associations to use
insured banks as collecting and paying
agenis for its accounts. OTS proposes to

olate this subsection becauss these
incidental powers ate '|.|.|:|it'm'l:l:lllg;r8
recognized and do not nead to
codified In regulatory text.

1% 87 FR 14344 (Apr. 20, 1992).
a1 FR 50051 (Beptember 30, 1068).

ments for written agresments and

Section 545.14 Determination and
Distribution of Earnings

Under § 545.14(a), a federal savings
association may issue savings accounts
earning interest at different rates of
return, These rates may be fixed st the
tima the account is issued or may vary
on any basis specified at the time the
deposit is accepted, subject to 12 CFR
563,10, OTS proposss to incorporate
this subsection in new Part 537,

Saction 545.14(b) states that a federal
savings association may distribute
sarnings on savings accounts ss
provided in its charter and bylaws and
the terms of the account. OTS proposes
to Incarporate this subsaction into new
Patt 557.

Section 545, 14(c) prohibits the
distribution of earnings on share
accounts until the savings
associntion has provided for the
payment of & and for the pro
rata on of credits to ressrves, as

d by ths federal savings
assoclation's charter and 12 CFR Part
587. The term “resarve credits™ Is an
archaic refarence to the transfer of a
portion of net income to a restricted
capital account, Charters for mutual
share institutions had required this
transfer. OTS proposes to delete this
subsection becauss modern federal
charters no longer provide for mutual
share institutions.

Part 5868 Statements of Policy

Section 558,12 Daposit Assurance of
Direct Deposit of Sucial Security
Paymants

‘This Statement of Policy states that
the implied powers of a federal savings
association include the provision of
"deposit assurance” in connection with
E‘}:nm m':jh] Security Adminlf:dtrnrt:lon'n

sposit program. A fade
savings association provides deposit
assurance whan it credits a socisl
security beneficiary's account with
payment on its due date, whether or not
the paymant has been recejved by the
association.

The Statement of Folicy advises
federal savings associations to
{mplement safeguards and contrals to
address the risks of the program. Tha

alicy statement further notes that

cFntiu:m E (Electronln c'h Fund
Transfers) 17 applies to the TAm.

QT8 prupwgg to delete tgir:guwmmt
of Policy because insured depository
institutions universally provide deposit
assurance of social security Eﬂy‘mﬂ“l.
OTS will consider whether handbook
gldmm would be useful to reiterate

o noed for adequate institutional

1713 CPR Part 205 (199¢).

safeguards and controls and the
applicability of Regulstien E,

Part 563 Operations

Section 563.2 Simple Farm of
Cartificate; Fuaboozn

Sectinn 383.2 sats forth the
requiremants for a simple form of
certificate account. A mutual savings
association may issue 8 simple form of
pavings or investment certificats or a

assbook if, in accordance with State

w, the agsociation’s charier,
constitution, or bylaws includes a clear
provision indicating that: (1) All
shareholders are members and share
equally insamings and in assets pro
rata to paid-in value, plus credited
dividends; and (ii) the savings
asgociation may not charge any fee for
the privilege of becoming, remaining, or
cuasing to be a member of the savings
association. This simple form s not
mquired to contain any membership
certificate or any statement of the.
dividend, withdrawal, or other rights of
membars,

OTS proposas to delete this section
because it is outdated. Savi
associations will continue ta be subject
to the diaclosure requirements of
Regulation DD.

Section 563.3 Long Form of
Meambership Certificate

Under § 563.3, a savings association
must include certain specifiad ‘
statameants in all share, mombiﬂl'.;i&.
daposit certificates, passbook, or other
instrament avidencing a withdrawal
instrament that; (i) Pay a different rate
of dividends or interest to different
classas of shares or securities; (1i) prefar
any one or more classes of shares or
securities; or (1ii) charge any fee for the
privilege of becaming, remalning, or
ceasing to be a saver or investor in the
savings association.

Like § 563.2, this section Is outdated
and unnecessary in light of the
disclosure requirements in Regulation
DD, Accordingly, OTS proposes to

. Qelate this provision.

Section 563.6 Payment of Accounts on
Demand

Section 563.8 prohibits a asvings
associgtion from {ssuing any account, or
advertising or represanting that it will
pay holders of its accounts, on demand.
Demand accounts, tax and loan
accounts, fote accounts, and Undted
States Treasury general accounts are not
subject to this prohibition. This section
also sets forth various definitions of the
term “accounts payable on demand.”

OTS proposus to delsts this section
and inatead rely on the disclosure
requiremants applicable under
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Ragulation DD, and on statutory
provisions authorizing savings
associationa to issue demand daposits
(12 U,8.C. 1484(b)(1)(A)(1)} and
prohibiting the payment of interest on
demand deposita (12 U.5.C,
1464(B)(1)(B)(i)), These statutory .
provisions should be interpreted in &
manner that is conaiatent with the
definition of demand deposit contained
in Regulation D,

Section 583,7 Fixed-Term Accounts .
{Certificate Accounts)

Under § 563,7(a), a savings association
may offor certificate accounts in auch
form as the board of directors of the
savings association may duthorize by
resolution. Further, with respect to any
time deposit, a savings.association may
impose a penalty for early withdrawal.

on 563.7(b) authorizes a savings
association to pay eamnings on & ‘
certificate account at a rate, or
anticipated rate of return, determined
when the deposit is sccepted. The rate
may be fixed or ba based on a schedule,
indsx, or formula specifled at the time

the account is accepted. ‘
Section 563.7(c) prohibits an
association from acce a fixed-term

account for a term of less than seven
days. Thig paragraph also prohibits an
institution from issuing any certificate
account unless the association has
complied with the chartering provisions
of 58031, '

Section 503.7(d) states thet a
certificate may prohibit withdrawal

or to maturity sxcept in the cases of

eath or incompatence. . .

OTS proposes to modify this section.
While the provisions of paragraph (b)
would be retained in the new regulation
at §557.3, the remainder of this section
would be deleted to avoid duplication
and redundancy, Institutions jssuing
such cartificate accounts must comply
with the disclosure requiraments
contained in Regulation DD and should
rely on the definitions applicable to
B\lﬂh accounts contained in Regulation

Section 563.0 Eurcdollar Deposits

This lation addresses the lasuance
of Burodollar deposits, When this -
provision was added, FHLBB

lations on pooled accounts and
other restrictions did not apply to
Eurodollar deposits. These restrictions
have been removed for all accounis,
OTS, therefore, propeses to delets this
saction boc%:iu tis no. lmilgur .
nacessary. This approach is consistent
with the regulations of the other
banking regulators which do not
specifically address regulatory treatment
of Eutodollar deposits.

Section 383.10 Earnings-Based
Accounts

Section 563,10 provides extensive
definitions and limitations regarding -
earnings-based accounts, In an earnings-
based account, the payment of interest
is determined by referonce to an index
based upon the profitability, sarninge,
cash flow, appreciation, or return on
assets owned by, or under the control of,
the savinges association.

OTS proposes to delete this section .
because it is unnecessary and
duplicative of disclosure requirements
contained in Regulation DD. :

D. Proposed New Part 557

0TS ﬁr:.lpuul to adopt a new Part 557
that will ultimately inciude all of the
cy's deposit-related r'ahg'u]ql.inm.
e ngnncymnvn that this
organization will make its relevant
depoait-related regulations easior 10

locate. The osod deposit-related
regulation irr:iguumdog’nluw.

Section 857.1 Gancral Authority
(Proposed)

This proposad ssction states that new
Part 857 i issued under OTS general
rulemuking and supervisory authority
under the HOLA. The proposed section
also cites the general authority for
foderal savings associations' deposit-
related activities. It atatea that a faderal
savings associstion may raise funds
through deposits and issue evidence of
such accounts as authorized under
section 5(b) of the HOLA, the savings
association’s charter, and regulations
icaued by OTS.

Section 557.2 Applicability of Law
{Proposed)

An discussad in Section ILA. above,
deposit-relatad activities are core
activities in which fedsral savings
associations engege. Federal Fﬂompﬁun
of state laws purporting to affect
deposit-related activities is critical to

agency's mandate under HOLA
sactions 4(a) and 5(s) to provide for the
safe and sound operation of federal
savings associations in accordance with
the best practices of thrift institutions jn
the United States.

This proposed section sets forth
OTS'e long-atanding position on the
federn]! preemption of state laws
purp to wffact the deposit-related
activities of federal savings associations.
This position bas been developed in
casslaw and legal opinions by OTS and
its predecessor, the B, and is
currently reflected in § 345.2. Bacause
the deposit-ralatad activities regulatinns
will bs moved from Part 345 and, thus,
separated from § 345.2, OTS proposes to
include new § 537.2 to confirm and

carry forward its existing preemption
position, The agency bellaves that the
increased clarity and specificity of

§ 557.2 will reduce confugion and the
nead for frequent preemption inquirias
in the futura.

The proposed section on preemption
has thres paragraphs. Paragraph (a
axplicitly states the agency's intent to
accupy the field of deposit-related
activities for faderal thrifts and
articulates the statutory and regulato
basis for this presmption. Paragraph (b}
containg a list of axamples of preempted
state laws, drawn from case law and
OTS precsdent. This paragraph
emphasizes that the list is not intended
to be exhaustive. Paragraph (c) describes
certain types of state laws that OTS does
not intend 1o preempt. These categories
include: contract and commercial law,
tort Iaw, and criminal law. Such laws
will not be preempted to the axtent that
they only incidentally affect the deposit-
related activities of federal savings
nnﬁni:ﬁmu or are ?therwiu l::c(m}uistenl
with the ona of paragraph (a}.

When Enu yeing !111:9 ntntuln? aof state
laws under new § 5572, the first step
will be to determine whether the typs of
law in question is listed among the
iliustrutive axamples of preempted state
laws under paragraph (b). If so, the
analysis will end there; the law is
presmpted, If the law is not covered by
paragraph (b), the next question is
whathar the law affects deposit-related
activities, If it does, then, in accordance
with paragraph (a), the presumption
arises that the law is preempted, This

resumption can be reversed only if the
f.w can clearly be khown to fit within
the confines of the types of state laws
that are ILO: mmF atlad. as described in
paragraph (c). For these 0888,
paragraph (c} is lntnndar!) ::%o
interprated narrowly. Any doubt should
be resolved in faver of preemption.

Section 557.3 Intereat and Earnings
(Proposed) ‘ :

This proposed section states that &
savings association may pay interest an
a savings sccount at & rate or anticipated
rate of return determined when the
account is accepted, ns provided in its
charter and bylaws and the terms of the
sccount. The rats or mﬁcig;:ed rite on
a savings account may be fixed, or may
vary according to & schadule, index, or
formula specified when an account is
ncceptod.l

Section 557.4 Account Records |
(Proposed)
This proposed section replaces the
specific recordkesping requiraments of
o existing regulations with more
general requirements. This saction states
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that each savings association should
establish and maintain deposit
documentation practices and records
that demaonstrate appropriste
administration and monitoring of its
deposit-related activities. A savings
association’s records should include
adequate evidence of the ownership,
balances, end transactions involving the
account, Further, the proposed section
provides that a faderal savings
association may treat the holdar of
m;:rr'c:llluf antnncnunt as the u1:;wnnr,

re ess of any notice to the contrary,
until the account is transferred on the
association's records.

I, Advance Notice of Proposed
Rulemaking: Electronic Banking

OTS seeks comments on whether its
regulations are sufficiently flexible to
permit faderal savings associations to
engage in appropriats slectronic
banking activities, consistent with safety
and saoundness, the Truth in Lending
Act,'® Regulation E, and other relevant
statites and regulations. OTS has
received numerous inquirtes on
electronic banking issues. Far example,
federal savings associations have asked
whuther they may provide banking
services over the Internet, whether they
may open accounts or issue loans from
machines in remote locations, what
steps must an association opsrating on
the Internet take to comply with the
Community Reinvestment Act (CRA),
and whether savings associations may
open accounts on the Internet for
depositors living abroad,

# advance notice of proposed
mlumukln% uests comments on: (1)
Elsctronic facilities and data
procussing activities; and (2) more

neral issues relating to electronic

g. 0
A, Electronic Banking Facilities and
Data Processing

Three OTS regulations affect a thrift’s
ability to engage in electronic banking
acﬁvitli;s‘.h‘rwn of th;;n o lut:;::u!h
descri LRy of facilities
which fedumlymm may deliver
parvices to their customers, 12 CFR
545,141 (Ramote service units); 546,142
(Home banking services). The third
regulation, the dats processing
regulation, 12 CFR 545.138, provides
the general authority to angage in
cartain electronic banking activities. To
the extent that thess regulations do not
raflact current activities and
technologies, OTS ia intereated in how
the lations mlg}lt be updated, Each
area of concern is discussed more fully
below,

1545 1.5.0 1801 ot .

Facilities

OTS regulations permit a federal
savings association to deliver services to
customers at various kinds of facilities,
These include: home offices, branches,
agency offices, data processing or
administrative offices, remote service
unfta (RSUs), and home banking.
Recently, OTS has besn asked to
addreas whether an automated loan
machine {ALM) is a branch office or
some other type of facility, This issue
has ruised more general questions abhout
how the agency should treat new
electronic technologies.

Several associations have informed
OTS that they plan to establish
networks of ALMs located away from
thair homs or branch offices. Each ALM
wonld permit a customer to apgly fora
consumer loan up to a specific limit by
entering certain information by keypad

into a machine ressmbling an automated

taller machine (ATM). This information
would be transferred immediately by
wirs to the institution's main-frame
computer, The main-frams computer
would anslyze the information under a
credit-scoring program, and would
chack the information electronically
with mdlt-npoﬂlntg bursaus. If the
information mwets the credit-scorin
criteria, the computer progrum would
approve the loan, The ALM then would
print out a caghier's check and
appropriate loan disclosure forma.
Lﬂ;dur the proposals cutlined to OTS,
the loan would not be treated as closad
until the check was sndorsed and
resented to the institution for payment.

the loan were disapproved by the
computer program, the ALM would
print out all neceasary deninl
disclosures, The process is axpectad to
take about ten minutes,

This procedure raises the question
whether each ALM ia a branch, This i3
significant becauss the rules governing
the establishment and operation of 1
branch or an RSLI are different. An ALM
might appear to meet the definition of
A “temote service unit” at 12 CFR
545.141(a}, axcept that the regulation

ressly prohibits an REU from
“entablish{ing] a loan account.” 12 CFR
545.141(b). A facility not coverad by the
RSU regulation or other specific
classification is, by default, a branch,
Sew 12 CFR 545.92(a).

The prohibition againat sstablishing a
loan account at an RSU appears to date
from a judicial decision over twenty
years aga, Bloomfield Fed. Sav. & Loan
Ags'n. v. American Community Stores
Corp., 308 F. Supp. 384 (D. Neb. 1675).
In Blmmﬂ]a.ld. the plaintiff challanged
the establishment of ATMs by a faderal
thrift by asserting that the thrift had

failad to comply with the FHLEB's
rocedures for opening new branches.
he court noted that the FHLBR hald
broad authority to define a branch, but
had limitad this definition to a full-time
and permanent office at which any
business of a thrift may ba transacted.
Since the FHLBB's regulations stated
that an RSU could engage in specific
activitiss and these activities did not
include opening savings accounts ar
originating, processing, or approving
loans, the court congluded that the
plannad ATMs {(which were part of an
RSU pilot project) were not branches.
Therefora, the thrift did not have to
comply with the branching procedures.

In'1081, the FHLBB simplified the
RSU regulation by deleting enumerated
activities for RSUs. In ita placa, the
FHLBB added an explicit statement that
an R5U could not be used to cpen a
savings account or establish a loan
account, See 46 FR 8440 (1981). This
statement is found in current OTS
mFulntlms at 12 CFR 548.141(b).
Bloomfield suggests that OTS would
have to ravise its lations governing
branches and other facilities to broaden
the RSU regulation. OTS solicits
comment on whether such revisions
would be appropriate,

A review of tha facility regulations
also may be appropriate in the home
hanking context. ntly, it is not
clear whather a full range of banking
sarvices may be offered under the home
banking services regulation, 1z CFR
548,742, This laticn: was drafted
when home banking was Limited to
monitering balances, transferring funds
between accounts at the same
institution, and directing payments from
an existing checking account in Heu of
sending chacks by mail. Because a
thrift's role in these activities was
strictly clorical, the definition of home
banking services was limited to “the
transfer of funda of financial
information” and “the performance of
other transactions initiated by the
customer.” 12 CFR 545.142.

It is not clear whether § 545.142
would cover the opening of new
accounts or the processing of credit
applications. The phrase “transactions
initiated by a customer” might
sncompass thess new services, but the
common meaning of that phrase may
limit it to transactions involy.
axeting accounts. With technological
advances making it feasible for thrifts to
maeke risk-besed decisions on an
wlectronic basis (e.g., credit scoring),
QTS solicita comment on the
appropriate scope of the home banking
services definition.

Accordingly, OTS solicits comments
on whether the definitions of RSUs and
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home banking services are sufficient to
sncompass the full range of electronic
activity. In thia regard, we note
that federal savings associations have
specific statutory authority to establish
RS5Us a8 provided in OTS regulations
ursuant to 12 U.5.C, 1484(b){1)(F).'®

S is also interested in whether that
statutory language raises particular
issues for the industry. OTS anticipates
that these comments will help the
agancy to batter understand indus
and customer expactations concarning
the nature of such facilities.

Permissible Activities

QTS5 also solicits comment on
whether ita current regulations
suthorizing data processing activities
permit a federal savings asseciation to
optimize the latest logy. The data
processing activities of federal savings
associstions are coversd by 12 CFR
545,138, This regulation was issusd
when data gmmmg was limited to the
non-discretionary functions of

racessing and storing dats, Today, a

cial ingtitution can make risk-

based decisions solaly
slectronic means, Accordingly, it may
be appropriate for OTS to revise this
ng'l.SAuun. In addition, the current OTS
data processing lation limite the
ability of & faderal savings associstion to
sall or market services, softwatw, and
excess capacity. All of thess restrictions
may not ba necessary, especially since
the comparable interpretative ruling for
national banks is lese restrictive. See 01
FR 4840, at 4853 (February 0, 1896),

Data Frocessing, Under the current
data processing regulation, the
processing of data generally
sncomipasees a racord-kesping, rather
than a risk assessment, function. This
rastrictive view presenta difficulties in
applying the QTS regulation 1o thrifts
u mnﬁ;,hl' emnurging technologies.

This ted view of data processing
originated in 1885 In the FHLEB
regulation that first anthorized fedaral
thrifts to engage in date processi
services. In that regulation, the FHLEB
defined "'data processing services” as
“the mainienancs of bookkeeping,
accounting, or other records primarily
by mechanical or electronic methods.”
Spe 12 CFR 545.14=2 (1068) {emphasis
added). This view of data processing as
an slacironic form of mcordkesping
continues, despite subatantial revisiona
to the data processing regulation in
1983, These 1083 slons expanded

1$Wa niote that banks previsuily bad to file
branch applicatinns befors sstablishing ATMa and

the kinds of data that could be
processéd to include data that invelved
‘financial, aconomic, or related to thrift,
home Anancing, or the activities of
degoaimry instjtutions." 2 The FHLBB
did not, however, expand the definition
of “procsssing”” because technological
improvements had not made it possible
to muke risk-based decisions entirely
through electronic means. The current
OTS data processing regulation is
substantially the same as the 1983
FHLBB rule.

In a recent review of itz related data
procesting provisions, the OCC
conclude t its uss of the term “data
processing” failed to capiure the
potential of electronic banking.
Recognizing that individual banks “are
engaging, and will sngage, in an
incrensing range of activitiea through
electronic means and facilities beyond
simply ‘data processing’,” the OCC
deleted that terzn from its interpretative
tuling. Instead, the OCC interpretative
ruling refars to “slectronic means and
facilities,” # This term clearly will
encompass new technology that enables
a depository institution to meke risk-
based judgments elsctronically.

Sales of Fagilities and Software, The
OTS data processing regulation provides
faderal savings associations with
authority to provide data processing and
data trnasmission services, to sell by-
products incident to those services, and
to sell excess capacity: Each authority is
gubject to significant constraints,
Several of these constraints do not apply
to national banks.

The authority to provide data
processing and data tranemission
servicen is found at § 545.138(b). Undar
this provieion, a federal savings
association may perform all processing
functions on data submitted by &
purchaser. Thia authority, however, Is
subject to data and customer
restrictions. For example, the data to be
processed must be ' financial, economic,
or related to thrift, home financing, or
the activities of depository institutions.”
12 CFR 545.138(b}(1). In addition, the
thrift must provide services primarily
for itself, miur depository institutions,
parents or subsidiaries of depasitory
institutions, or customers of the thrift,
Sales of such services to others may not
exceed half of the tote] data processing
sarvices provided by the thrift. See 12
CFR 545.136(b)(2).

Incidant to its data processin
authority, a faderal thrift may aiso sell
"by-products’’ of data processing—
typically software. 12 CFR 545,138(c)(1).

remote sarvics units, Section 22065 of the Ecol
Growth and Reguintory Paperwork Reduction Aot of
1944 (Title I of Pub, L, 104-208) sliminsted that
requirement.

m48 FR 7831 (1083).
1 §) FR at 4853, 48838 (Fabruary 9, 1998) (to be
codifed &t 12 CFR 7.1019).

Again, this authority is subject to certain
restrictions. For example, the software
must be originally developed for the
thrift's own use, and the by-products
may nol be substantially enhanced for
pur!:mles of marketing,

Finally, the thrift may sell its excess
capacity, In connection with such sales,
the thrift may only furnish access to
facilities and provide necessary
operating personnel. The association
may not artificially create excess
capacity by acquiring equipment or
facilities whose capacity is substantially
greater than that necessary to
accommodate the thrift's pressnt or
axpected future needs for providing
E;:;ninnible data processing services. 12

545.138[!‘:)(2?.

By contrast, national banks have
hroader authority to sell electronic
servicas, products, and excess capacity.
The recently promulgatad OCC
interpretative ruling for natenal banks
provides:

A national bunk may perform, provide, or
deliver through slectronic means and
facilities any actlvity, function, product, or
sarvice that it s otherwiss authorlzed to
perform, provide, or daliver. A nationa) bank
may also, in order to optimizs the usa of tha
bank's resourcas, market and sell to third
partias alsctronic capacities ncrﬂnd or
dsvelopad by the bank in good faith for
banking purposes,i2

Wlm respect to the provision of data
processing or slectronic services, a
natipnal bank has fewer customaer
restrictions.?* As noted above, a faderal
thrift may only sell such services to
other depositary institutions, parents or
subsidiaries of depository inatitutions,
or its loan or deposit customers, The
OCC interpretative ruling also dows not
axprossly restrict tha types of data that
may ba processad, although the
limitation to sarvices that a hank “is
otherwise authorized to perform™ may
have an effect that is gimilar to OTS
restrictions.

Software sales by nationsl banks are
permissible if the software is “acquired
or developed * * * (n good faith for
banking purpoass.' 2+ This ia more
expansive than the comparabla
authority for faderal sa
associations in two respects. First, the
national bank's software must be
develaped “in good faith for banking
purposesd,” rather than for the bank's
own.use, Second, nothing prohibits a
national bank from substantially
enbancing its software for marketing

———
a4 FR 4883 {to be codified at 12 CFR 7,10140).
1 The OCG also recently has opined that &
nationsl bank may, as an actlon Incidental to the
buainess of hanking, ssll Internet access 1o non-
rustamars. See DCC Lugal Op. (August 10, 1904).
2451 FR 4885 (to b codified at 12 CFR 7.1019).
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m provided the software retains
oM,
Nuuomg mu also tﬁ)pm to have
broader autharity to sell excess capacity,
Unlike thrll'ul. banks u:nﬁot M:;l'lds to
providing only access
?“erlnnne ilIl: {ddiﬂug. thn‘:%a:umm
terpretative ruling does not t
mlmll bank from crea uxe:nl :
ca ncltyfonheo%c ose of selling it.
scause the s data processing
interpratative ruling is substantially
more expansive than OTS's reguiation,

OTS soeks comment on whether it
should amend its data processing
regulation to contain similar pravisions.
Other Iesues _
Storad-Value Cards )

OTS also requests comment on the
appropriate regulatory response to
ltul:'n -valus cards, These devicos
provida for the st and manafer of

monsy on cradit -like devices
featuring a magnetic strip or embedded
computer chip. The systems created to
handle these cards, and the legal
obligations that attach to the issuers,
users, and others may vary in diffarent
situations. QT8 ations arv silant on
stored-value tlnhnolo?y.”

Thess cards currently are the subject
of analysis at the other b
agencies, The Fadaral Reasrve Board is
assessing the application of lation
E to stored-value carde. The Federal
Deposit Insurance Corporation has
talansad a loﬂndptniun addressing
whathar the s underlying a stored-
value card arw an Insured deposit, ¥ and
has held a public hearing on other
questions stored-value cards
and electronic banking 2 The OCC has
racently issued guidance on the risks
associated with stored-value cards,?®

Stored-valus cards present a varisty of
issugs. While OTS would like to receive
comment on all aspects of this
technelogy, commentars are requestad
to addroas the following questions: How
extensively will the industry use stored-

value cards? Do certain kinds of stored-

value p s present greater safety
and soung:ul a%nuurm than others? Do
stored-value cards present special issues
that OTS should consider in sxamining
the liabilities of a savings association?
What kind of QTS guidance, if any, is
appropriate for the industry?

# 0TS has concluded that, pursuant to the
ingidantal powsr docine, an assoclation may
markst and ssll oo type of storsd-vaiue card, OTS

. Chisf Counse] (Auguat 21, 1998) (prepaid
talephons cards). !

# Sag 81 FR 10008 (May 2, 1008).

27 Gyg FDIC Gen Counsel Op. No. 8, 81 FR40480
{Aug. 2, 1998),

™ 8gu 81 PR 40404 (Ang. 2, 1008,

 Son OCG Bullstin No, 9848 (Bapt. 10, 1008).

Community Reinvestment Act
The “borderless” neture of elactronic

- banking will also affect thrilt
' responsibilities under the CRA, which

encourages regulated financial
institutions i¢ hejp meet the credit
needs of the local community in which
they are chartared, consistent with
safety and soundness. Comments are
requesied on all aspects of this issus,
including the following questions. fa
savings inatitution uses electronic
banking as its sols method of customer
contact and solicits deposits and loans
throughout the United States, in what
community is it chartered to do
businesa for CRA purposes? If an
institution haa brick and mortar
branches but also conducts a significant
portion of its business electronically
with customers bayond the jurisdiction
of the branches, how should its
community be defined? Should an
institution’s community under CRA be
defined by the location of ita customers,
its offices, or both? How does an .
institution demonstrate thet it is sarving
the credit needs of & widely dispersed
customer base of whan there is little or
no geographic proximity between its
deposit customers and its loan
customera?

Additional Issues for Comment

QTS does not wish to limit comment
to the above-cited issues and
regulations, Rather, (TS wolnum:_u all
comments mgnrd.m% any aspect of
slectronic banking, including the
following:

(1) What OTS regulations should be
aliminatad or modified because they
impads the use of safs and sound
electronic technology?

(2) Should OTS imposa any
restrictions or requirements on hanking
operations offered over the Internet? For
example, should OTS mandate a
specific level of encryption, or should

5 rely on general safety and
soundness principles to govern a safs
systam of operation?

{3) Should OTS-regulated institutions
ba permitted to open customear accounts
over the Intemet for individuala
residing outside the United States ar
tranefer funds over the Intarnet for
account-holders to bank accounts
outaide the United Statest? What other
restrictiona should be imposed? :

{4) What new tochnologln ars being
developed for electronic banking and
how will these technologies impact the
regulation of savinga institutiona?

(5) Should OTS address consumer
protection rules in addition to the CRA
in connection with a rujemaking on
elsctronic banking?

IV. Request for Commenta

OTS invites ant on all espacts of
the propossl a;ipwr:# as apecific
comments on tha proposed changes,
Additionally, OTS seeks comments on
all aspects of the ANPR.

V. Paperwork Reduction Act of 1865

The OTS invites comments on:
Whether the proposed collection of
information contained in this notice of

proposad fulamaking Is necessary for
the proper ipal'fl:u'l'lmm:tc of the agsncy's
functions, including whether the
information has practical utility;

The accuracy of the agency's estimate
of the burden of the proposad
information collection;

War to enhance the quality, utility,
and clarity of the information to be
collected: and

Ways to minimize the burden of the
informstion collection including the use
of automated collection techniques ar
other forms of information technolagy.

Respondents/recordkeaspars are not
ra?ujmd to respond to thia cellection of
Information unless it displays a
currently valid OMB control number.

The reporting and recordkesping
requiremants contained in this notice of
propoged rulsmaking have bean
submyitted to the Office of Management
and Budget for review in accordance
with the Pa; ark Reduction Act of
1008 (44 U.8.C. 3507(d)). Commants on
all aspects of this information collection
should be sent to the Office of
Management and Budget, Paperwork
Reduction Project (1550), Washington,
D.C. 20503 with copies to the OTS, 1700
G Street, NW., Washington, D.C, 20552.

The recordkesping requiremsnts
containaed in this notice of proposed

‘rulsmaking are found at 12 CFR 537.4.

Tha reporting requirements are found in
the Faderal Reserva Board's Regulation
DD, 12 CFR Part 230, In part 357, OTS
reliss on the disclosurs requiramants
applicable to savings associations under
Ragulation DD, The information iz
needed by tha OTS in order to supervise
savings associations and develop
regulatory policy. The likely
respondents/recordkespers are OTS-
regulated savings sseociations.

Estimated number of respondents/
recordkeapers: 1,343,

Estimuated average annual burden
hours per recordkesper/respondent:
1484.

Estimated total onnual reporting/
recordkeeping burden; 1,993,459.6.

Stort-up costs to respondents/
recordkenpers: None,

Records are to be maintained for the
peried of time the account is open, plus
three years.
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VI. Executive Order 12860

The Divector of OTS has determined
that this proposed rule does not
congtitute a “significant regulatory
action” for the purposes of Execiutive
Order 12866.

VIL, Regulatory Flexibility Act Analysis

Pursuant to section 805(b) of the
Ragulatory Flexbility Act, OTS certifies
that this proposed rule will not have a
significant impact on a substantial
number of amall sntities. The proposal
dows not imposs any additional burdens
or requirements upon small entities and
lowers several paperwork and other
burdens on all savings associations.

VIIL. Unfunded Mandates Act of 1683

Saction 202 of the Unfunded
Mandates Reform Act of 1695, Public
Law m {(Unfunded Mandates Act),
requ at.an agency prepare &

- budgstary impact statement before

m:mulggung: rule that includes a

eral mandate that may result in
axpanditure by state, local, and tribal
governments, in the te, or by the

rivate sector, of 1?1%2:;9‘ On OF more

any one Ny atary impact
mtmymnl ﬂ'r:'qun.a. section 208 of the
Unfunded Mandates Act also requires
an agency to identily and consider a
reasonable number of regulatory

alternatives before promulgg.mgn rule.

As discussad in the pream is
Empmtd rule yeduces regulatory
urden. OTS has deternined that the
proposad rule will not result in
expanditures by stats, local, or tribal
vernments or by the private ssctor of
E:OD million or more, Accordingly, this
rulemaking is not subject to section 202
of the Unfunded Mandates Act.

List of Subjects
12 (FR Port 545

Accounting, Conswmer protection,
Credit, Electronic funds transfers,
Investmants, Reporting and
recordkesping requirements, Savinge
Associations.

12 GFR Parts 588 and 561

Savings associations.
12 CFR Part 557

Consumer protection, Reporting and
recordkeeping requirements, Savings
associations.

12 CFR Port 563

Accounting, Advertising, Crime,
Currency. lovestments, Reporting and

recordkes requirements, Savings
nm:inuugﬁnmﬂuu, Surety bonds.

12 CFR 563g

Reporting and recordkeeping
requiremants, Savings associations,
Securities,

Accordingly, the Office of Thrift
Supervision heteby prn]:mn to amend
12 CFR chapter X as follows:

PART 545—OPERATIONS

1. The authority citation for part 548
continuas to read as follows:

Authority: 12 U.5.C, 14823, 1483, 1454,
1928,
$5545.10=545.14 [Remaovad]

2. Sections 545.14), 5458.11, 545.12,
545.13, and 545.14 are removed.

PART !HTATEMENT-E OF POLICY

3. The authority for part 558
continues to read an follows:

Authority: 5 U.8.C. 5562, 55%: 12 U.S.C,
1464, 17015-2; 18 U.5.C. 189310031,
§858.12 [Removed]

4, Section 356.12 {s removed.

5. Part 537 is addad to read as follows:

PART 887—DEPOBITS

Sac.

E57.1 GCanerul. .

557.2 Applicability of law.
557.2 Interest and earnings.
557.4 Account records,

Autharity: 12 U.S.C. 14828, 1463, 14684.

§557.1 Genaral.

(8) Authority and Scope, This part la
issued by OTS under ita gensral
rulem and supetvieory authority
under ths Home Owners’ Loan Act, 12
U.S.C. 1482 et seq,

{b) Deporit Powers. A federal savings
association may rise funds through
accounts and may lssue svidence of
such accounts as authorizad by section
5(b){1) of tha HOLA (12 U.5.C,
1464(b)(1)), the terms of its charter, and
OTS regulations.

§557.2 Applicabliity of law.

(a) Occupation of Fisld, Pursuant to
sections 4(a) and 5(a} of the HOLA, 12
U.8.C. 1403(n), 1484(a), OTS is
authorized to promulgate regulations
that preempt state laws affecting the
operations of faderal savings
asaociations when deemed appropriate:
to facilitate the safe and so
operation of federal uvi;:ra
associations, to enable federal savings
asgociations to conduct thelr operations
in accordance with the best practices of
thrift institutions in the United States,
or to further other purposes of the
HOLA. To enhanca y and
soundness and to enable federal savings
associations to conduct their oparations

dishonored checks

in accordance with best practices and
without undue miulatury duplication
and burden, OTS hereby occupies the
entire fisld of dapesit-related
ragulations for federal savings .
ausociations. OTS intends to give the
federal sevings associations maximum

. Rlaxibility to exercise their deposit-

related powers in accordance with »
uniform federal scheme of regulation,
Accardingly, federal savin
associations may exercise 5::!:- deposit-
relatad powers as authorized under
federal law, Including this part, without
regard to state laws purﬁenrting to
regulate or otherwise effect their deposit
activities, except.to the extent provided
in paragraph (c) of this section. For
purposes of this section, *'state law"'
includes any state statute, regulation,
ruling, order, or judicial decision.

(b) lI:Iultmuvu Ex::implas. The : n] ofr
atate laws mpted by paragraph (a) o
this ucuonpl;:::lﬁe. w{ﬂfuumitatinn,

state laws purporting to impose

requirements reg -

(1} Abandoned and dormant accounts;

(2) Checking accounts;

(3) Disclosure requiremsents;

(4) Funds svailability;

(8) Order of withdmwal from savings
accolunts; ‘

(8) Service charges udxd fees, including
) an

(7) Special purpose savings services.

{c} State lows that are ot preemptad.
Staie laws of the foll are oot
E::rmptld to the extent that they onl

dantally affect the deposit-relate

activities o{fadml savings associations
or are otherwise conalstent with the
purposes of paragraph (a) of this section:

(1) Contrart and commarcial law:

(2) Tort law;

(3) Criminal law; and

(4) Any other law that OTS, upon
review, finds:

(i) Furthers a vital state interest; and

{ii) Fither bas only an incidental effect
on deposit-related activities or is not
otherwiss contrary to tha purposes
axpressad in paragraph (a) of this
saction. \

§557.3 Intarest and sarmings.

A foderal savings association may pay
interest on a savings account, whether
in the form of a deposit or share, ata
tute or anticipated rate of return
determined at the time that the account
is accopted, as provided in its charter
and bylaws and the terms of the
sccount. The rate or anticipated rate on
a savings account sither may be fixed or
may vary according to a schedule,
index, or formula specified at the time
that an account is accepted.
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§557.4 Account reconds.

{a) Each savings association should
astablish and maintain deposit
documentation practices and records
that demonstrate appropriate .
administration and monitoring of
deposit-related activities. The savings
association's records should include
adequate evidence of ownership,
balances, and all transactions involving

thw account,

(b) A faderal savings sssociation may
treat the holder of record of an account
as the owner, regardless of any notice to
the contrary, until the account is
transferred on the association's records.

PART 561—DEFINITIONS

8. The authority citation for part 581
continues to read as follows:

Authority: 12 U.5.C. 14682, 1462a, 1483,
14584, 14878

§881.42 [Amanded)

7, Section 561.42 is amended by
removing the phrase “§§ 563.6 and
B5BL.16."

PART 803—0OPERATIONS

8. The guthority citation for part 583
continues to read as follows:

Authorlty: 12 U.S.C, 375b, 1482, 1462,
1463, 1464, 1467, 1448, 1817, 1628, 3808.

9 562,.2-562.3, 583.6-583.10 [Rumoved]
9. Sections 863.2, 563.3, 563.6, BE3.7,
563.0, and 563,10 are removead. '

§5830.1 [Amended]

10. Sectlon 562g.1 is amended by
removing the last sentence of parsgraph
(a)(13). '

Dated: March 24, 1997,

By the Office of Thrift Supervislon.
Nicolus P, Ratsinas,

Director.
[FR Doc. 97-8124 Filed 4-1-07; 8:4%-am]
BILLING CODE §7R0-01=F
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Renton, Washington 98055—4036;
telaphone numbar: (208) 227-2536.

SUPPLEMENTARY (NFORMATION:
Commsnis Invited :

Intervated partiss are invited to

articipats in this propossd rulemaking
Ey submitting such written data, views,
or arguments as they may desire.
Commoents thet provide the factual basis
supporiing the visws and lu*gutiom
presented are particularly helpful in
daveloping reasoned reguls :
decisions on the proposal, Comments
ara nﬁ:dﬂ:nlly invitad on the overall
regulatory, aeronautical, economic,
environmental, and energy related
aspects of the proposal.
Communications should {dentify the
airspace docket number and be
submitted in triplicate to the address ,
listed above. Commentars wishing the
FAA to acknowledge receipt of thelr
comments on this notice must submit
with those comments a self-addressad,
stamped posteard on which the
following statsment {a made;
“Commants to Airspace Docket No. 97-
ANM-02." The postzard will be data/
time stampad and returnad to the
commenter. All communications
received on or before the specified
cloaing date for comments will be
conaidered before taking action on the
&mlﬁaud rule, The proposal contained

s notice mlyblcll:ln d in the

light of comments received. All
comments submitted will be available
for examination at the address listed
above both bafore and afier the closing
date for comments., A report
summerizing each substantive public
contact with FAA parsonnel concerned
:Imh this rulemaking will be 8led in the

Availability of NPRM's
Any person may cbtain a copy of this
NPRJ[ By lubmity ] nqumn the
;Federal Aviation A stration,
Cperations Branch, ANM-530, 1801
Lind Avenus 5W, Renton, Washington
£B8058—4036, Communications must
{dentify the notice number of this
NPRM. Persons lsterested in being
placed on a mailing list for future
NPRM's should also request & copy of
Advisory Circular No, 11-2A, which
describes the application procadure.
Tha Proposal
The FAA e considaring an
amendment to part 71 of the Federal
Aviation Regulations (14 CFR part 71) to
amend Class E aizspace at Alamosa,
Colorado, to accommodate & new [LS
SIAP and a new GPS SIAP to San Luls

Valle onal/Bergman Fleld, The
area 3&'1% be dnpim on aeronsutical

FAA Or

: therefore, (1) 1

charts for pilol reference. The
coordinates for this airspace docket are
based on North American Datum 83,
Clags E airspace areas axtending upward

- from the surfece of the earth, and

700 feot or more above the surface of the
earth, are published in Paragraph 6002
and P, ph 8005, respectively, of
7400.8D dated Saptember 4,
1968, and sffactive Saptembm‘ 16, 1806,

.which is incorporated by reference in 14

CFR 71.1. The Class E airapace

designation listed in this document

g?; d be published subsequently in the
or.

Th:‘F.'QA has :limrn;ljnud lhllat this
o ation only lLnvolves an
Mmlilhnﬁ;.‘dy of technical
regulations for which frequent and

. routine amendments are necessary to

kesp them operationally current. It.

F-I not a “significant
ragulatory action" under Executive
Order 12866; (2) is not a “significant
rule” under DOT Jatory Policies
and Procedures {44 FR 11034; February
28, 1679); and (2) doss not warrant
preparation of a regulatory evaluation as
the snticipated impact {s so minimal.
Since this is.A routine matter that will
only affect air traffic procedures end air
navigation, it is certified that this rule,
when pramulgsted, will not have a
ll{:mﬂnt economic impact on a
substantial number of small entitiea
under the criteria of the Regulatory
Flexibility Act.

Liat of Subjects in 14 CFR Part 71
Alrspace, Incorporation by reference,

‘Navigation (air).

The Proposad Amendment

-In-conaideration-af the-foregoing, the
Fedeml Aviation Administration
roposes to amend 14 CFR part 71 as
ollows:

" PART T1—{AMENDED]

1. The suthority citation for 14 CFR
part 71 continues to read as follows:

Authority: 40 U1.8.C. 106(g). 40103, 40113,

.40120; E.D, 10854, 24 FR 0685, 3 CFR, 1059~

1083 Comp., p. 38%: 14 CFR 11,60,
§71.1 [Amended)

2. The incorporation by reference in
14 CFR 71.1 of the Faderal Aviation
Administration Order 7400.9D, Airspace
Designations and Reporting Pointa,
dated September 4, 1996, and effective
Saptember 16, 1886, s amendad as
follows:

Purograph 8002  Clags E airspacs arsas
dmsignated as @ surfoce area for an airpont.
L L ] w - w

ANM CO E2 Alamioss, 0O [Rarvised]

Alammoss, San Luis Valley Ragional/Bergman
Fleld, CO ‘

{Lat. 37*26°08"N, long. 105"52°01"W)
Alamoss VORTAL

{Lat. 37*20'37"N, long. 10%5°48°'568"W)

Within a 5-mile radius of the San Luis
Vallay Regional/Bergman Field, and within 3
milas sach side of the Alamose VORTAC
127 and 335° radialx extending from the 5-
mila radius to 10.1 miles southeast of the
VORTAC, This Class E aitupace area 1o

- affective during the specific dates and times

eatablished in advance by a Notice to
Alrman. The affective date and time will

tharanfter ba continuously published io the
Alrport/Facility Directory,
L

L] L] " -

Parugraph 6005 Class E ulnpnée arsas
extending upward from 700 feet oF more
above the surface of the sarth,

L] L] - w L

ANM €O E5 Alamaosa, CO [Revised]

Alamosa, 5en Luis Vallsy Regional/Bergman
Plald, CO

(Lat. 37*26'08"N, long. 105*52'01"W)
Alamoss VORTAC

{Lat. 37°20'57"N, long. 105°48°58"W).

That liu&m extending upward from 700
fout above the surface within 8.7 mile
aorthenst and 10,5 miles southwast of the
Alamoss VORTAQD 355° and 155" mdials
extending from 20.1 miles northwast to 10.6
miles southeast of the VORTAC, and within
1.8 miles northwest and 5.3 miles southeast
of the Alamosa VORTAC 200" adial

. extanding from the VORTAC to 14 miles

southwest of the VORTAC; that pirspace
extending upward from 1,200 fest above the
surface within an area bounded by & polnt
Ing ut lat. 37*37°00"'N, 1
1068°14°00"W; to lat. 37°44'D0"N, long.
105°55°00"W: 1o lat. 37°52'00"'N, long.
105"43'00"W: to lat. 37°48°00"N, long.
105°31°08°°W; to lat, 37°20°30”N, long.
108*1H°00"W; to lat, 37°03'30"N, long.

AQEIA00TW 1o lat AT 3N, long

103°48/00"W; to lat. 37°05°25"N, long.
106°02'00~'W: to lat, 37°09°00”N, long,
108*19°D0°W; to lat, 37417°00"N, long.
106*21'00"W; thencs to-the poinot of
beginning.
w L ] - * "

Iasued in Seattle, Washington, on March
19, 1907,
Hpelen Fabian Parks,
Manager, Atr Truffic Division, Northwost

‘Mountafn Region,

[FR Doc. 97~8368 Filed 4-1-07; 8:4% am|
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Request for Comments Conceming
RAula Govemning Informal Disputs
Settiement Procedures
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