
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. 



Logo of American Securitization Forum 

ASF Proposal for Treatment of 
Securitization Exposures in the 

Liquidity Coverage Ratio 

FEBRUARY 1 2 , 2 0 1 3 



ASF Proposal for Treatment of Securitization Exposures in the Liquidity 
Coverage Ratio 

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 IV), 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 
Heading row column 1 Entity Type column 2:Guidance Ref column 3:LCR Drawdown column 4:Proposed LCR Drawdown end heading row Entity Type:Retail and Small Business Guidance Ref:131a. LCR Drawdown:5% Proposed LCR Drawdown:5% Entity Type:Non-Financial Corporates Guidance Ref:131b. LCR Drawdown:10% Proposed LCR Drawdown:10% Entity Type:Banks subject to Prudential Supervision Guidance Ref:13 Id. LCR Drawdown:40% Proposed LCR Drawdown:40% Entity Type:Other Financial Institutions Guidance Ref:13 le. LCR Drawdown:40% Proposed LCR Drawdown:40% Entity Type:Other Legal Entities Guidance Ref:131g LCR Drawdown:100% Proposed LCR Drawdown:100% Entity Type:QBCS Non-Financial Corporates Proposed LCR Drawdown:10% Entity Type:QBCS Financial Institutions Proposed LCR Drawdown:40% 



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 III) 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 IV (Appendix I) 
Paramount to acknowledge in the United States, where debtor-friendly bankruptcy laws compel the use of Special 
Purpose Entities ("SPEs") to mitigate risk (Appendix II) 

Use of a conservatively tailored definition, QBCS, would ensure that the look-through approach cannot be 
abused 

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

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



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 committed unsecured, secured, or 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 

Banking Organization interact with U.S. Engine & Machinery Company(Trade Receivables); U.S. Automotive Company;U.S. Automotive Captive Finance(Auto Loans); U.S. Regional Bank(Credit-Card Receivables). All companies above interact with Consumers, SMEs, and Large Corporations. 



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 

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 

Comparison - Securitized Financing vs. 
Corporate Revolver 

Banking Organization include Securitized Financing and Non-Securitized Financing. Securitized Financing interact with U.S. Engine & Machinery SPE(Benefits of using an SPE Isolates the underlying assets (e.g. receivables) from the client's bankruptcy and credit risk Securitized financing requires overcollateralization (a first loss exposure retained by the borrower) Excess receivables are required to provide the available borrowing base to support the client's financing needs Obligations are repaid by the cashflows generated from collections on a diversified pool of receivables that exceed the amount financed.)(Trade Receivables); U.S. Engine & Machinery Company(Trade Receivables);Consumers, SMEs, and Large Corporations. Non-Securitized Financing.U.S. Engine & Machinery Company(Trade Receivables); Consumers, SMEs, and Large Corporations. 


