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Number: 186

This rescission does not change the applicability of the conveyed document. To determine the
applicability of the conveyed document, refer to the original issuer of the document.

In the attached final rule, the Office of Thrift Super-
vision (OTS) has lowered liquidity requirements for
savings associations from 5 to 4 percent of the in-
stitution's liquidity base, the lowest level permitted
by current law.

The rule also climinates 2 separate limit that re-
quired thrifts to hold assets equal to 1 percent of a
thrift's liquidity base in cash or short term liquid as-
sets. Additionally, OTS streamlined the calculations
used 10 measure compliance with liquidity re-
quirements, expanded the types of investments con-
sidered to be liquid assets to conform with
provisions of the Financial Institutions Reform, Re-
covery, and Enforcement Act of 1989 (FIRREA), and
reduced the liquidity base by modifying the defini-
tion of net withdrawable account to exclude ac-
counts with maturities exceeding one year.
After reviewing comments, OTS made several
changes 1o the proposed rule, issued May 14, 1997.
One change in the final rule permits savings associa-
tions to use either the existing or new method of
calculating their liquidity base. The new method re-
quires the calculation once each quarter rather than
. Another change removes the requirement
that certain obligations must marure in five years or
less in order to qualify as a liquid asset.
Simply meeting the minimum liquidity requirement
does not automatically mean a thrift institution has

sufficient liquidity for safe and sound operation. The
new final rule includes a separate requirement that
each thrift must maintain sufficient liquidity to en-
sure its safe and sound operation. Adequate liquidity
may vary from institution to institution :
on a thrift's overall asset/liability structure, market
conditions, the activities of financial service com-
petitors and the requirements of its own deposit and
loan customers. OTS examiners take all these factors
into account in assessing whether an institution has
sufficent liquidity. Other federal banking agencies
use the same approach.

The final rule was published in the November 24,
1997, edition of the Federal Regisier, Vol. 62, No.
226, pp. 62509-62513, and is effective on November
24, 1997. : .

For further information contact:
Francis Raue, Program Analyst  202/906-5750

Susan Miles, Atorney 202/906-6798
Ellen Seidman

Director

Office of Thrift Supervision
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paysble on demand or with ired
maturities of one year or lu:l':?ho
Director may issue regulations dafining
the terms usad in the statute,

prescribing or limiting the extent to
which certain uut‘:l;‘hdudod on the

DEFAR'I'HENTOF“-IETBEASURY bow 10 calculate the
* ot under of
Director’s authori section 6
12 CFR Part 506 theHOl.AnppnrtnyuzCFRputm
MNo. 97-118} (1987). Thess rules define liquid assets
to include cash and certatn securities
RN 1560-AAT7 with detailed maturity limitstions end
AGENCY: Offics of Thrift Supervision, requirement of five percent of an
Treasury. ’ institution’'s liquidity bese and a
ACTION: Final rule. separate, *'short-ierm™
of one percant of that base.
SUMMARY: The Office of Thriht The liquidity base in defined as net
ap (213)1: afinal rule wi muz:piulhn-&:'uﬁ
updaies, simplifies, borrowings. Except for institutions
its quidi This fing] rule lmmmMMhmM
foliows & review of the - requizemants are based on the “sverage
l!g\ﬁlﬂmt&dﬂm!t;mhﬂn? gnllyhil.m"oﬂh-liquidkyhn
Necessary, imposes possible uring the preceding moath.
alnd‘:lfnut'ymdmdnm e mmmwmm
,  in sssets ‘
and is written in & clear, straigh hnnnlin’:::'mth-md
manner. Today's final rule is made On May 14, 1097, the
pursuant io the Regulstory Reinvention amﬂmdmhm
Initiative of the Vice Prasident’s seeking comment on its .
National Performance Review and regulation.¢ The OTS 0 reduce
Dmndimee’ iy s
EPFECTIVE DATE: November 24, 1997. with stetutory requirements snd sefety
Francis Rave, Analyst, (202)  Specifically, the OTS m 1)
9065750, Robyn . Manager, reduca the liguidity from
Thrift Policy, (202) 906-5751, five percent of net withdrawable
cy, or Miles, sccounts and shart-term borrowings to
, (202) D06-5794, Karen four percent; [2) remove the ans ’
Assistant Chisf Counsel, (207) Short-term _ ) sat
9056639, Regulatiozis and h&nn:pkdwmﬁu
Division, Chisf Counsel's Office, Offics & safo and sound level of
of Thiift Supervision, 1700 G Street, ~ Liquidity; (4) streamline the c
NW, Washington, DC 20552, M“M“‘"";}"' N
SUPPLEMENTARY INFORMATION: QWTM ]hujd' mﬂ-ﬁw
L Background count toward satisfying a savings
. association’s liquidity requirement; and
Section 6 of the Home Owners’ Loan {6) reduce tha liquidity base by
Act (HOLA)* requires savings excluding withdrawable scoounts

associations 1o hold a mbed
amount of statutorily liquid
assets. The Dirsctor of the OTS may, by
regulation, vary the amount of the

payable in more than ona year form the
definition of the term “net .
withdrawabls accounts.”

liquidity requirement, but only within I of Comments and
p:qo-uublr;qhed statutory limits. The Description of the Final Rule
tequirement must be no less than four The public comment period on the

percent and no greater than ten percent
of “the obligation of the institution on
withdrawable accounts and borrowings

+12 US.C 1483,

proposed rule closed on July 14, 1997.

312 1).5.C. 1485{bX2).
3312 CFR 588.1(g} (1997).
*62 FR 26449,

The OTS recsived twelve comments on

about this change, but did not cite
reasuns for its concern. These
ch are adopted as proposed.
B. Adding a General Safety and
Saunmaﬂoqum{q’
proposad to incorporats a
general requirement that » savings

The OTS
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&ssocistion must maintain sufficient
Yquidity to ensure its safe and sound
operation. This t reflacts the
OTS's position that the statutory

thnotumuruy

tive ofnnhlnnlofl.iqtﬂdjty.
“mmsmmummm.dw
an tution’s liquidi on & case-by-
case basis. &
Most commentars agroed that it is

-mmmuqmw

ts based on factoes unique to

asests . .
securities) and the institation’s invisible
position (is.. available

borrowing cepecity).?
C the Average Balance

associstion
ulcula.munzhlywb w% !
to
belances of liquid assets and the
liquidllyhue.ﬁu.nnﬂnp
sssocistion must calculate liquid assets
and the liquidity bese st the close of
each business day, and then compute
thelvengedai]ybdlnceoﬂhaliquid

———

3 Sew 12 CFR 850.1, 580.1, 562.2. and 563.161
(1997).

* For additinnal guidance, savings associstions
should refar 10 the Thrift Activities Handbook,
Liquidity-Assst/Liability Management. Chaptar 500.

7 See Saction 530, Cash Flow snd Liguidity

M Yo ey [T} T (=

unt:h.lndliqu.lditybuaforuch
mon!
Thcpmpocdwouldltrumlmth.u

will now the average daily
balance for each quartsr.
Under the final rule, a savings

association may choose to calculats its
*See 12 US.C 14030b)X1).

liequid assets in each calendar of
pesrcant of z{1)
its liquidity base at the end of the

sections C) {vi) and [vi{
ﬁhm‘n“m“byhmt )
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understand and urged the OTS to restate unnecessary.* In addition, we nots that
all applicable requirements in the rule  the other faderal banking sgencies do
text. The statutes and reguistions cross- not impaose, for liquidity purposes, a
referenced by the proposed ruls are five-yoar maturity requirement for
rather lengthy. The OTS believes that ob) - The continuing imposition
thobenoﬂish.to having a concise rule muqummf uenthoonuuymnur
outwe; the inconvenience of ha 'ves of relieving unnecessary

to look 10 the HOLA, the statute ving burden on the ind and is .

poverning most savings association consistent withthnlna'mt of these
activitiss. Consequently, the cross- assets by the other federal
— . - - “:?udurshu
Another cormmenter recommendsd - .
M‘hmﬁouldlhoincludo.inm removed the maturity requirement for
definition of liquid sseets, . thewe
rate securities issued  E. Excluding Accounts With
by the FNMA, the or the Exvesding One Year From
This commentsr pointed cut the Definition of “Net Withdrawable
replation ugpae o s s A
suggests that an asset’s A ust matntain
llmulhkhlu‘pﬂa ]jqnm-mofmgh..m.m
oend they over i et et oo Tho regulation duft e adity
common of rate "bese” as net
securities have plus short term borrawings. 15 |t defines
. accounts
that ars lower than meny vf the hlamnhlllon-lmndby:.u
;lllnutlquﬂghguquidmu accoutits cartain o ﬂ.
Section 8{(b)1) of the HOLA describes 'ﬂ"'-hm*h--rmmi;
mymﬂdnhhdw:unu.m‘lgrs one ar less.1” > ~
statutory listing includes “such ﬂm”}g‘ﬂ"ﬂ
obligations, including such s with "d‘“d"""
obligations, of the Unitsd States, a Stats, - your and by the
tatritory or possession of the United mhmmu.-n““
Statss. or & political ey withdrswable sccounts” in the first pert
or -gofy?uummd of the definition. These changes would
the foregoing. bankess’ acceptances, Teduce s savings association’s liquidity
S irector may approve.” 15 The e o o
Cﬂ‘s.mdiupndm.ﬂnl’odcll ma.w“m
Home Loan Bank Board (FHLBB), have Thres commensers addressed this
long included obligations of FNMA, One comumenter sbestved that
GNMA, and FHLMC among such mummu
ouwm.-amms(bmc_ml_lm-wmmm
of the HOLA does not contain any liquidity base of borrowings peysble in
maturity requirement for such More than one yeer. The commaenter
obligations. the current OTS also noted that the statute doss not
that, in orderto as s
a mat,:-u“chobuglﬁmn&mhvc
ve ar n;
mhn!tym.'mmbml:mhnhbﬂh
imposition of these liquidity
Tequirements was to reduce the risk of
loss on the securities beld es Hquid
assets.13 o -
i OTS has decided not to imposs an
th?mmﬁ'm’O‘erﬁ;v“ht withdrawal pena) uirement for
uirem ' w,h,.m, Mmﬁcty excluded sccounts maturities of
requirement for : than Such a t
obligations under §566.1(g){3) and the ~ moTe than one year. Su: " requiremen
related maturity requirement for eceasary and would place an

obligations of the United States under

"
§ 566.1(g)(2) are outdated and W-,“M“mhwg?mo
———— (May 14, 1974}
12 U.S.C 3465(bH 1 KcHii) 12 CFR 308.1(c) (1997}
M See 12 CFR 566.1(gX3) (1997). %12 OFR 386.1(d) (1997).

12 See 39 FR 41263 (November 26, 1974). 1712 CFR 588.1(s) (1997),

additional burden an savings
associations, which is contrary to the
spirit of this rul

Two commenters noted that
associations wnuldhnndn: croate new
reports in order to exclu deposits
with unexpired maturities

‘The recordkeeping requiremonts
mh::zpnud nkbythclﬁc-
] '
of Managerment Budget in
asccordance with the

Reduction Act of 1005 (44 U.S.C.
3507(d)) wnder OMB control number
1550-0011.

DC
Under the Py Reduction Art
POTIONS are required

to
mdmncolhcﬁudhﬁnmnﬁm
it displays & valid OMB control
numbar. The valid OMB control number
assigned to the collection of information
mthi;bﬁndndehdhphpdltlzm
306.1(b).

The recordkeeping requitements
cnntllnodinthi:ﬁh.n‘;l_mhmfoundn
12 CFR 566.4 (1997). The information is
nesdad by the OTS in order to ensure
that associstions comply with a
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statutory liquidity requirement. The OTS believes that CDRIA does not appl d) Net withdrawable accounts. The
My'mdk.gpu‘mo‘rs-nguhtod houmthlsﬂndnuetmpomnon:sy tu(m)nchldthdtuwnbhmbmllnl
savings associations. Records are 10 be burden on thrifts. Further, the OTS withdrawable accounts less the unpaid
maintained in accordance with basic believes that an immediate effactive balance of loans secured by such
business practices, but not less than a date is ap te since the final rule accounts. In computing nst
period of three years: relioves tory on savings withdrewable accounts, a
IV. Executive Order 12386 associations. An sffective association may, at its option, exclude
. date would permit savings associations wnhdnwabhlccounumnn-hgin
The Director of the OTS has lohomrmumg.thdrmbyndndng more than one year. Tex and loan
dﬂmln_.d?nlbhﬂndmlodoanot th.liqniditynzuhmt!ﬂln!luh accounts, note accounts, accounts to the
eomug;ha significant regulatory four percent and by eliminating the extent that sacurity has been upon
action™ for purposes of Exscutive Order shart-term liquidity requirement, them pursuant to any ap,
12866. Adﬂiﬂmﬂy.fh‘ﬂnﬂl‘lﬂclﬁlﬂﬂd“ m,u.s.m
V. Raguletory Flexihility Act m'dmlnlthﬂ:mhmdnofmpnun. "~ Accounts, snd U.S. Time t
Pursuant 1o sectian 805(b) of the For those eesons, the OIS that  oooounts e not
Flaxibility Act (Pub. L. 96— an immodiate effective dats is * e « o e
:;'su m:i]ilhoh"!swuﬁ“&.t lwmbforthhﬁmlmh. *w e
not a Administrative @B ept OMe <} "
econcmic fmpect on a Mﬂmmwyh d,“ﬂu] ae the emid
number of small entitias. It publish a substantive rule at lesst 30 the ina - “m“
mlhnllqnidnynqmtﬁm days bafore its effective dats. Section )
wwhmm 553(d} of the APA permits waiver of the . “'“‘“"""’,,m :
increass all savings associations 30-day delayed sffective date & 10 principel snd
abilities t0 manage their sssets. . requirement for, inter alia, good canse . o
: the final regulation should  or whare & rule relisves & raptrictiog, cea
u-uu-dnw“wd The OTS further finds that the 30-day ff)’- Iy e
calculating liquidi sffective
requirements for al sy v :.Mmmm%mh.m ™27 (A) Negotiabis and will mature in
sssocistions, including small savings relisves regulatory restrictions. your o less;
associations. (B) Not negotisble and will meturs tn
List of Subjects in 12 CFR Part So8 90 days or less; or -
VL Unfunded Mandates Act of 1995 Liquidity, Reporting and . - . - .
Section 202 of the Unfunded mdh-pl.ngnqnm.&vh‘. (8} Shares or certificates in open-
Reform Act of 1995, Pub. L. associstions. : : dmw:,ﬁpmy
104—4 (Unfunded Act), Accordingly, the Offics of Thrift registersd with the Securities and
requires that an agency prepare a Supervision amends part 388, under the
budgstary before chapter V. title 12, Code of Fedaral Company Act of 1940, while
m a rule that includes & s set forth below: the portholio of such company is
that may result in - restricted by its investment g
e iturs by siats, local. and by the PART e e acribed
Jovernments, , OF thority cliation
mm.ﬁs:Mwm &'&ww”m'rmm in the other of
in any one year. if s budgetary impect i 1) EX7), (gX9). (g)12), and
statement is required, Sectinn 205 of the :m::;’;s‘f‘m"m‘m' {£)(13) of this section:
Unfunded Mandates Act also 1408, 14670; 15 US.C. 18m, 18018, (9) Corporate debt obligstions and
an to identify and consider » 2. Section 566.1 is amended by: commaercial paper denominated in
mmnnmhuof a. Ravising paragraph (d); dollars, That:
altarnatives before prom: a rule. b. Revising peragraph (g)2); (1) Such corporste debt
::hdhmn-dtnlho o, this final ‘-w"iml’hu” h{?jﬁﬂmbhn‘;ﬂ&mdm
reduces regula burden. The h"":ml I, highest categories most
will I'“l-mlunll:l:;uml.it.:“::uI:;y . (s:ilin): P EXAINA) e mnby olm
not state a
local, or ribal governments or by the meull.ﬂﬁl investment rating
private sector of 5100 million or mare. £ In paragraph (g)(11X5). (B) Are markstable as defined by
this is not “~Assncistion membcr")." and §541.7 of this dlw

subject to section 202 of the Unfunded
Mandastes Act.

VII. EHective Date

Section 302 of the CDRIA requires
that regulations that impose additional
reporting, disciosure, or other new
requirernents take effect on the first day
of the calendar quarter following
publication of the rule unless, among
other things, the agency determines, for
good cause, that the regulations should
“ecome effective before that date. The

“(“Association member”) ar* in its

place;

8- In paregraph (g)(11), remaving the
period at the end of the concl teot
and adding s semicolon in its place:
(,g)l(L I;ddhég parzgraphs (g)(12) and

13); an

i. Removing b (h).

The additions rgvisions road as
follows:

§568.1 Definitions.

- - - - -

{D) Are not convertible to comymon
stock;

(ﬁ)Suchcommudd]:gr.

(A) Continues to be rated in one of the
two highest categories by the most
recently published rating of such paper
by two nationally
investment reting services, or, if
unnud.ingunnnt-dbynconpnn
h-“vi;gﬁmdhgpaputhathwy
rated;
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(B} Will mature in, 270 days or less;
and

(iil) An amount not in excess of one
percent of such institution's assets
invested in eligible corporate dabt

tions or commercial paper of &
o issuer shall be co_untndp:: a liquid
asset;

. (10) Reserves required to be
maintained pursuant to title I of the

Depository Institution tion and
133 Control Act of 1880 (94 Stat,

t to 12 CFR
part 204, whather in of:

(12) Mortgage-related securitieg
r:;uib.d im12Us.C uosrb)(:)(t.:')(ﬂ):

ﬂaPWhnmonfhumrltyof
lﬂutlinmr-ld-nunlndpmputy
as described in 12 U.S.C.
1485(bX1 MC)vil).

3. Section 568.2 is revised to read as

oot less than 4 percent of:

{i) The smount of its liqmm at

the end of the preceding
: or

(i) The sverage balance of its
Bquidity base during preceding

(2) The averags daily balance of sither
liquid assets or quui%iytym .
quartsr is calculated the
nccdn balancs as of the closs of

business day in a quarter, and for
any non-business day, as of the close of
the nearest preceding business day, and
dividing the total by the number of days
in the quarter.

(¢} Reduction and suspension of
liquidity requirements. The Office may,
to the extent and under conditions it
may prescribe, permit a savings
sssociation to reduce its liquid assets

below the minimum amount required by
parsgraph (b} of this section to mest
withdrawals or pay obligations. The
gmmy suspend part or all oml;:
uirements of paragra
of this zc';gn whensver it dcuml:lngl
that conditions of national emergsncy or
unusual economic stress exist. Any such
suspension, unless sooner terminated by
its terms or by the Office, shall .
terminate afier 90 :nyu. Imt.ilho Office
may again suspend part or all of such
requirement at any tims.
Datad: Noveraber 13, 1997.
By the Offics of Thril Su
Elion S, Seldman, -

- Director. -

{FR Doc. $7-30431 Filed 11-21-97; 8:45 am]
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