Meeting Between Staff of the Federal Reserve Board,
the Office of the Comptroller of the Currency, the Federal Deposit Insurance Corporation,
and Representatives of the American Securitization Forum
February 12, 2013

Participants: David Emmel, April Snyder, Dafina Stewart (Federal Reserve Board)
FDIC and OCC staff

Scott Stengel, Stewart Cutler, Reginald Imamura, Debbie Toennies,
Eric Wise, and Tom Deutsch (American Securitization Forum)

Summary:  Staff of the Federal Reserve Board, Federal Deposit Insurance Corporation, and
the Office of the Comptroller of the Currency met with Scott Stengel and other representatives of
the American Securitization Forum to discuss implementation of the Basel III liquidity standards
in the United States, including the treatment of securitized financing facilities and residential
mortgage backed securities. A copy of the handout provided by the American Securitization
Forum representatives is attached.
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Look-Through Approach for Committed or Conditionally Revocable Facilities in Qualifying
Bank Customer Securitizations



Proposal: Look-Through Approach for Committed or Conditionally
Revocable Facilities in Qualifying Bank Customer Securitizations

Adopt a look-through approach for committed or conditionally revocable facilities in Qualifying Bank
Customer Securitizations (*QBCS”)

Ensures internationally consistent treatment in the LCR for facilities to the same type of bank client and enables
banks to continue to supply reasonably priced committed credit and liquidity facilities to real-economy
businesses

For QBCS (as defined in Appendix 1V), look through to the bank client entity to determine the drawdown rate
QBCS Non-Financial Corporate committed facilities — 10% drawdown treatment
QBCS Financial Institutions committed facilities — 40% drawdown treatment

Under this approach, QBCS would receive the same drawdown treatment as other committed facilities




Proposal: Look-Through Approach for Committed or Conditionally
Revocable Facilities in Qualifying Bank Customer Securitizations

Rationale

Customer-sponsored securitizations and other forms of bank client commitments should receive uniform
treatment under the LCR guidelines

Data provided by the ASF (Appendix I1I) support this conclusion

The significance of customer-sponsored securitizations has rightly prompted separate look-through treatment, to
the underlying servicer, bank client, in the current draft of CRD 1V (Appendix I)

Paramount to acknowledge in the United States, where debtor-friendly bankruptey laws compel the use of Special
Purpose Entities (“SPEs”) to mitigate risk (Appendix 11)

Use of a conservatively tailored definition, QBCS, would ensure that the look-through approach canfiot be
abused

Overly complex securitizations that contributed to the recent financial crises would not meet the definition of
qualifying bank custormer secutitizations

Combined cost of the LCR will be significant for securitized financing
—  Cost for acquisition and regulatory capital on the HQLASs



In developing and managing their financing plans, the treasurers of
companies driving the real economy rely on committed credit and

liquidity facilities from banks.

Real economy fueled by credit extended in the ordinary course
of consumer and commercial business
Includes sale of machinery, use of autos loans, and use of
credit cards

Corporations, captive-finance companies, and financial-
services providers that extend credit rely on banks for
financing through commitied unsecured, secured, oF securitized
facilities

Unsecured and secured financing exposes banks to bankruptcy
and general credit risk of the bank client (e.g. corporation,
captive-finance company, or financial-services counterparty)

For this risk, banks (1) prudently provide smaller
commitments and (2) require higher pricing

Standard Corporate Revolver




Securitized financing facilities, in contrast, enable banks to expand credit
availability and lower pricing.

Securitized financing improves a bank's risk profile through the

use of a bankruptcy remote SPE
- Enables banks to provide larger credit limits and charge
lower rates and fees - benefitting clients and the real economy

Comparison - Securitized Financing vs.
Corporate Revolver

As currently written, the LCR treatment for securitized
financing has negative implications
- Creates incentives for banks to engage in higher risk lending
even when the opportunity to provide securitized financing is
available

- Contradicts policy objectives of broader financial system
safety and soundness



