
October 24,199? Number: 181 

The Office of Thrift Supervision COTS) has issued 
the attached final regulation covering deposits at 
savings associations. The new streamlined regu- 
lation eliminates duplicative provisions and rules 
that previously acted to micromanage thrifts’ de- 
posit operations. 

For example, a general provision that gives overall 
guidance necessary to ensure safety and sound- 
ness replaces several specific record-keeping re- 
quirements. The rule also codifies OTS’ position 
that OTS rules preempt state laws affecting de- 
posit-taking activities. 

In addition, the agency removed several long- 
standing deposit provisions that duplicated laws, 
such as the Truth in Savings Act, and Federal Re- 
serve Board Regulations D (Reserve Requirements) 
and DD (Truth in Savings), which apply to thrifts 
as well as banks. The new OTS rule includes cross 
references to Regulations D and DD. 

All remaining deposit rules, except definitions, 
have been consolidated in a new Part 557 in the 
Code of Federal Regulations to make deposit- 
related rules easier to locate. 

The final regulation contams only minor changes 
from the version proposed April 2, 1997. For ex- 
ample, OTS has added state licensing and registra- 
tion laws to the rule’s list of state laws that are 
preempted by OTS regulations. The final rule also 
clarifies that savings associations may keep deposit 
records electronically, and the rule has been re- 
written in a plain English format to be more readi- 
ly understandable. 

The final rule was published in the October 22, 
1997, edition of the Federal Register, Vol. 62, No. 
204, pp. 54759-54765, and is effective January 1, 
1998. 

For further information, contact: 
Edward J. O’Connell III 
Project Manager 202/906-5694 

Christine Harrington 
Counsel, 
Banking & Finance 202/906-7957 

Nicolas P. Retsinas 
Director 
Office of Thrift Supervision 
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DEPARTMENT OF THE TREASURY 

Office Of Thrift SupervIsion 

12 CFR Paris 506,545,556.557.561, 
563,5639 
[No. *,-vJq 
BIN 155o-ABOO 

Deposits 

AOEWI: Office of Thrift Supervision, 
Treasury. 
A”ON: Final rule. 

SUMMARY: The Office of Thrift 
Supervision (OTSI is issuing a final tule 
streamlining its deposit-related 
regulations. The final rule will eliminate 
duplicative, overlapping. end outdated 
regulations. end those that micromenage 
savings associations. The final rule also 
codifies the OTS position on federal 
preemption of state laws affecting 
deposit-related activities. 
EFFECTIVE DATE: January 1.1996. 
FOR NRTWER lNFORMAT,ON COMACT: 
Edward J. &onnell, III. Pmject 
Manager, (202) 906-5694. Supervision 
Policy; Robyn H. Dennis, Manager, 
Thrift Policy, (202) 9065751; Christine 
Hatington, Counsel (Banking end 
Finance), (202) 906-7957; 01 Karen 
Osterloh, Assistant Chief Counsel, (202) 
906-8639, Regulations end Legislation 
Division. Chief Counsel’s Office, Office 
of Thrift Supervision, 1700 G Street, 
NW., Washington, DC. 20552. 

S”PP,.EMEMARY INFORMATION: 

I. Background of the Pmposal 
OTS published a notice of proposed 

rulemaking (NPRI on April 2.1997 

proposing to amend its deposit-related 
regu1ations.l The NPR proposed to 
streamline the regulations by 
eliminating duplicative, overlapping. 
and outdated regulations, end those that 
micromenage savings associations. 
Additionally, OTS sought to codify its 
long-standing position on federal 
preemption of state laws affecting 
deposit-related activities. Finally, OTS 
proposed to remwe regulations that 
merelv restate exlstinp. statutory 
euthohty OF universally recognized 
incidental deposit-related 

g 
owers. 

With these goals in min , OTS 
proposed to consolidate all remaining 
deposit-related regulations in a new part 
557. OTS predicted that this change 
would meke deposit-related regulations 
easier to locate and follow. OTS issued 
the NPR pursuant to the Regulatory 
Reinvention Initiative of the Vice 
President’s National Perfmmance 
Review and section 303 of the Riegle 
Community Development end 
Regulatory Improvement Act of 1994. 

Il. General Discussion of the Gnnmants 
Eight cmnmenters responded to the 

NPR including five federal thrift 
institutions and three trade associations. 
The commenters generally supported 
the proposal to remrIve unnecessary, 
duplicative, or outdated regulations. 
They specifically endorsed the removal 
of OTS regulations duplicating arees 
covered by the Federal Reserve Board’s 
(FRB) Regulation D end Regulation DD.2 
Commenten also generally endorsed the 
proposed consolidation of the remaining 
deposit-related regulations et new pert 
557. Comments addressing specific 
reg+tions em discussed in the section- 
by-section analysis below. 

III. Section-by-Section Analysis 

A. Disposition of Existing Deposit- 
Related Regulations 

The OTS proposed to delete certain 
existing regulations, end consolidate the 
remaining relevant provisions in e new 
part. Sections proposed for deletion 
included: 5 545.10 (Savings Deposits or 
Shares): 5 545.11 (Issuance of Accounts); 
5 545.12 (Demand Deposit Accounts): 
5545.13 (Account Records); S545.14 
(Determination and Distribution of 
Earnings); 5 556.12 (Deposit Assurance 
of Direct Deposit of Social Security 

Payments): 5 563.2 (Simple Form of 
Certificate; Passbooks): § 563.3 (Long 
Form of Membership Certificate& 
§ 563.6 (Payment of Accounts on 
Demand); § 563.7 (Fixed-Term 
Accounts): 5 563.9 (Eurodollar 
Deposits); and 5 563.10 (Earnings-Based 
Accounts). 

OTS received comments supporting 
the deletion of most of the cited 
sections. These sections are deleted as 
proposed. Comments opposing the 
deletion of specific sections, however. 
are discussed below. Comments 
received on existing provisions that 
were retained and incorporated into the 
new part 557 BTB discussed in 
connection with the relevant section 
under that part. A derivation chart has 
been provided et the end of this 
preamble. 

OTS emphasizes that the changes 
made in this final rule ere not intended 
to reduce. in any wey, the scope of 
federal thrifts’ authority to conduct 

““.%%~%%? Demand Deposit 
Accounts. Existing S 545.12@) prohibits 
e federal association from paying 
interest cm demand deposits and 
specifically stetes that finders’ fees, as 
defined in 5 561.16(b), em not interest. 
OTS proposed to delete this paragraph 
end to include the finders’ fees 
exception in the Thrift Activities 
Handbook (“Handbook”). One 
commenter supported retaining the 
finders’ fee provisions in OTS 
regulations. This cummenter argued that 
the Handbook would not override the 
s@tutory prohibition on interest on 
demand deposits et 12 U.S.C. 
1464(b)(l)(Bl(il, end feared that the 
Handbook may nut be issued until after 
the effective date of the new deposit 
regulation. Another cummenter 
supported deleting the finders’ fee 
provision. 

OTS regulations at 5 561.16 define 
“demand accounts” for the purposes of 
12 U.S.C. 1464(b) and the implementing 
regulations. This definition specifically 
states that fees paid by a savings 
association to a person who introduces 
a depositor to the swings association 
shall not be deemed en interest 
payment, if the fee meets certain 
criteria. OTS believes this definition is 
sufficient to qualify for the statutory 
prohibition. Accordingly, the final rule 
deletes 8 545.12(b) es pm wed. 

Like section 5 of the H 8 LA. section 
11 ofthe Banking Act of 1933 (12 U.S.C. 
3718) and section IS(g) of the Federal 
Deposit Insurance Act (12 U.S.C. 
1828(g)) prohibit the payment of interest 
on demand deposits. The Federal 
Reserve Board (FRB) and the Federal 
Deposit lnsumnce Corporation (FDIC) 
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have issued regulations implementing 
this prohibition at 12 CFR pat 217 
(1997) and 12 CFR pert 329 (1997). and 
have issued interpretive rules describing 
when premiums will not be considered 
to be interest within the scooe of this 
pmhibition. See 12 CFR 21?101(1997) 
and 12 CFR 329.103 (19971. These 
interpretations permit premiums to be 
paid, inter olio, if the premium is given 
only when the depositor opens a new 
account, or adds to. or renews an 
existing account. As a result of this 
guidance, FREI- and FDIC-regulated 
institutions were constrained from 
offering incentives to use their products. 
including the use of new services such 
as automated teller machines [ATM) or 
debit cards.3 

To address this issue, FRB end the 
FDIC recently revised their interpretive 
guidance to permit regulated 
institutions to pay any premium that is 
not, directly or indirectly. related to oi 
dependent on the balance in a demand 
deposit account and the duration of the 
account balance.4 While OTS has no 
interpretive rule specifically addressing 
premiums, OTS agrees that premiums 
under such circumstances are not 
interest and will generally follow the 
FRB and FDIC interpretations on this 
point. 

section 556.12 Deposit *ssumnce of 
Direct Deposit of Social security 
Pavments. The OTS oolicv statement et 
§ i56.12 states that e*fede;al association 
has implied powers to provide deposit 
essu*ance in connection with the Social 
Security Administration’s direct deposit 
program. This policy statement also 
includes advice on safeguards and 
controls required to address tbe risky of 
the direct deposit program. OTS 
proposed to delete the policy statemcnt. 

Two commenters supported this 
deletion, but noted that additional 
regulatory guidance would be helpful to 
address such issues as safeguards and 
controls, and compliance with the FRR’s 
Regulation E (Electronic Funds 
Transfers).’ The OTS Compliance 
Handbook addresses Regulation E 
matters in section 330, Electronic Funds 
Transfer. OTS is reviewing whether the 

issuance of additional guidance is 
necessary. 

Section 563.7 Fixed-Term Accounts 
[Term Accounts). Existing § 563.7(d) 
states that a certificate account may 
prohibit withdrawal prior to maturity, 
&cept under circum&nces set fortb in 
the certificate. This paragraph further 
provides that, in cese of the 
accountbolder’s death or incompetence. 
a savings association may not prohibit 
early withdrawal end may not impose 
an early withdrawal penalty. OTS 
proposed to delete this paragraph 
because it duplicates Regulation D.6 

Two commenters specifically 
addressed this paragraph. One 
supposed deletion. The other argued 
that the section is not duplicative. This 
commenter argued that Regulation D 
neither authorizes en institution to 
prohibit early withdrawal nor forbids an 
institution from prohibiting early 
withdrawal. The commenter noted that 
S 563.7(d) correctly allows the matter to 
be addressed by the contract between 
the savings association and its 
depositors. 

Unless restricted by statute or 
regulation, a federal savings association 
needs no specific authorization to enter 
into agreements establishing maturity 
dates for accounts and prohibiting early 
withdrawal under circumstances 
specified in those agreements. 
Regulation D does, however, limit this 
broad authority. For example, to meet 
the definition of time deposit under 
Regulation D, en institution must limit 
the depositor’s right to withdraw his 
account unless the deposit is subject to 
a specified penalty for early 
withdrawal.’ 

The commenter correctly noted that, 
unlike existing 5563.7, Regulation D 
does not require a swings association to 
permit early withdrawal. subject to 
penalties. up& the death or 
incompetency of the accountholder. 
Rather. Regulation D merely permits the 
savings association to take such action 
under these and other circumstances.8 
However, in the interest of uniformity 
with other insured institutions. the OTS 
had determined that it is not necessary 
to impose this additionel requirement 
on federal savings associations. 
Therefore. OTS concludes that existing 
5 563.7 may be deleted in this final rule. 

Section 563.9 Eurodollar Deposits. 
Existing § 563.9 addresses the issuance 
of Eurodollar deposits. OTS proposed to 
delete this provision as unnecessary. 
Three commenters supported deleting 
this provision. One of these 

commentars. however, suggested that 
OTS reiterate, either in a regulation or 
the preamble, that savings associations 
have authority to accept Eurodollar 
deposits under their general authority to 
accept deposits. OTS has deleted this 
regulation es proposed, but notes that 
federal savings associations continue to 
be permitted to issue Eurodollar 
certificates as pert of their deposit 
activities authorized by the HOLA.P 

B. Proposed Part 557 

OTS proposed to adopt a new pat 
557, which would include all of the 
agency’s deposit-related regulations. 
Although OTS proposed pat 557 in a 
traditional format. this fins1 rule uses 
the plain language drafting techniques 
promoted by the Vice President’s 
National Performance Review Initiative 
and new guidance in the Federal 
Register Document Drafting Handbook 
IJanuary 1997 edition). The primary goal 
of plain Language drafting is to make 
regulations more readily 
understandable. Plain language drafting 
emphasizes informative headings (often 
written as a question), non-technical 
language (including the use of “you”), 
and sentences in the active voice. 

Although commenters did not have an 
opportunity to comment on the plain 
language format prior to its use in this 
final rule, OTS believes that the benefits 
of the plain language format justify its 
use. The substance of the proposed 
regulation did not change as a result of 
the plain language drafting. OTS 
welcomes comments on the format and 
suggestions on how to improve this 
format. 

Subpart A--Cenerei 

Section 5.57. I What does this port 
do? New § 557.1 states that part 557 
applies to savings associations’ deposit 
activities. Specifically, subpart B 
applies to federal savings associations, 
while subpart C applies to both federal 
and state chartered savings associations. 

Subpart B-Deposit Activities of Federal 
Savings Associations 

Section 557.10 What authorities 
govern the issuance of deposit accounts 
by a federal savings ossociotion? 
Proposed I667.1 stated that a federal 
savings association may raise funds 
through accounts and may issue 
evidence of accounts under section 
5(b)(l) of the HOLA. by the terms of its 
charter, and by pat 557. 

OTS received two comments on the 
proposed section. One commenter 
feared that savings association 
personnel may not realize that 
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Reguletion II is applicable. This 
commenter suggested tbet the final rule 
specifically cite Regulation D. OTS 
believes this suggestion is belpfid end 
has added a reference to Regulation D 
andR 

etr 
lation DD in the new 5 557.10. 

Ano er commenter suggested 
deleting the reference to authority 
granted under the association’s charter. 
The reference (0 the charter wee 
included to maintain consistency with 
section s(b) of the HOLA which 
authorizes a federal swings association 
to accept deposib “Islubject to the terms 
of its charter end regulations of the 
[OTS].” ‘0 To the extent that the 
commenter feared that retention of tbis 
reference would require charter 
amendments whenever e new deposit 
product is offered. the OTS notes that 
charters em broad authorizing 
documents that typically do not 
speci5celly address unique deposit 
pmducte. The model federal stock end 
mutual cherters. for example. contain no 
restrictions on permissible deposit 
pmducte. ‘1 

Section 557.11 To what extent does 
fedeml law preempt state deposit- 
.-elated low? Section 557.11 sets forth 
OTSs long-standing position on federal 
preemption of state laws purporting to 
effect deposit-related activities of 
federal savings associations. It explicitly 
states our intent to occupy the entire I 
field of deposit-related regulations for, 
federal savings associations. and sets 
forth the stuh\tory end regulatory besee 
for preemption. See proposed 0 557.2(a). 

One commenter opposed the 
preemption pmvieion es en 
infringement on the duel benking 
system. OTS disegmes. Depoeit-teking is 
one of tbe most important functions of 
e savings esswiation, end preemption is 
eesentiel to OTS regulation of these 
activides. Section 557.11 merely restates 
long-standing preemption principles 
applicable to federal savings 
associations’ operations. es developed 
in a long line of court cases end legal 
opinions issued by OTS and the 
FHLBB.” 

This finel rule should not be 
construed es evidencing, in any way. en 
intent by OTS to change its long- 
standing position on preemption. 
Moreover. whether OTS continues to 
have e specific regulation addressing a 
particular deposit activity or chooses to 
~move e federal regulation to 
stxeemline its regulations and reduce 
regulatory burden, OTS still intends to 

occupy the entire field of regulation of 
the deposit activities of federal savings 
essociations. 

one commenter argued that all 
pmemption questions should be 
decided cm a case-by-c&e basis, rather 
the,, by regulation. Sections 557.11 
tbKwgb 557.13 of the final rule set forth 
only well-settled principles of 
preemption and examples of preempted 
and non-preempted state laws. These 
em derived fmm stahltory and 
regulatory authority, es interpreted in 
case lev, and *ior FHLBB end OTS 
case-by-case determinations. While OTS 
will continue to address new questions 
by issuing interpretive guidance on a 
case-by-case basis, OTS is hopeful that 
the increased clarity end specificity of 
the final rule will reduce confusion end 
the need for frequent preemption 
inquiries to OTS. 

Section 557.12 What am sane 
exanples of preempted state laws 
off.ng deposits7 Section 55 7.12 
(proposed 5557.2(b)) contains en 
illustrative list of preempted state laws. 
various commenters suggested 
additions to the list of preempted state 
laws. Some would expend the list to 
reference new types of preempted state 
laws (e.g., state laws addressing 
abandoned property, safe deposit boxes, 
licensing of deposit operations. and 
reporting mquimmente).‘-l 

Except es discussed below. OTS has 
not revised 5 557.12 to add new items to 
the list of preempted state laws. As the 
section heeding to tbis final rule 
emphasizes, the list of preempted state 
laws is not intended to be exhaustive. 
Peilure to mention e perticular state law 
tbet effects deposit-taking should not b-e 
deemed to codstitute evidence of any 
intent to permit that type of state law to 
epp1y.u As state laws em addressed in 
future case law and agency opinions. 
OTS will consider appropriate mvjsions 
to this regulation. 

OTS has decided to revise the 
regulation to include one suggested 
addition. On numemus occasions. the 
OTS, FHLBB end the courts. have 
concluded that states may not impose 
licensing or registration requirements on 

federal savings associations.‘5 
Accordingly, state licensing end 
registration laws have been added to the 
list in 5 557.12. 

One additional type of state law 
merits discussion-state escheat laws. 
Some commenters argued that es&eat 
laws should be added to the list of 
preempted state laws. Other 
cmnmenters suggested that these laws 
should be added to the list of laws that 
em not preempted. This agency has 
concluded in prior opinions that federal 
law does not preempt state laws 
requiring a federal savings association to 
remit the balance of en abandoned 
eccmmt to a state et a designated time. 
Additionally, the agency has opined 
that ewes may review the r3cords of. or 
obtain reports from, a federal savings 
associetion only in very limited 
circumstances. including determining 
whether tbe federal savings association 
bee complied with tbe escbeat law.16 On 
the other hand, certain other laws (e.g., 
state laws probihiting e savings 
association from charging any fees for 
lack ofactivity during the designated 
escheat period) em subject to 
preemption.” Because some aspects of 
state escheat laws em preempted and 
other aspects em not. OTS declines to 
address these laws in the final 
reguletion. 

Section 557.13 What state laws 
affecting deposits am not preempted? 
Section 557.13 describes which state 
laws em not preempted. Speci5celly. 
this section &tee tbet OTS has not 
preempted certein types of laws to the 
extent that the laws only incidentally 
effect the deposit-related activitiee of 
federal savings associations or an, 
otherwise consistent with the purposes 
of 9 557.11. state laws that em not 
preempted include: Con+xect and 
commercial law, tort law. end criminal 
law. In addition. OTS will not preempt 
any other state law if OTS. upoa review, 
finds that the law furthers a vital state 
interest end either bes only en 
incidental effect on deposit-related 
activities or is not otherwise contrary to 
the pm-poses of 5 557.11. 

One commenter suggested that OTS 
should clarify that the phrase 
“incidental effect on deposit-r&ted 
activities” requires that the state Law 
must be directed at businesses in 
general, rather than et deposit-related 
activities in particular. Certainly, many 
state laws directed et businesses in 
general will not be preempted. 



54762 Federal Register I Vol. 62, No. 204 I Wednesdsy, October 22, 1997 / Rules and Regulations 

However. the focus of this aspect of the 
preemption inquiry is the effect of a 
state law o” federal associations, not on 
how many other businesses or 
industries the law may also affect. 

Another commenter suggested that 
OTS should employ a presumption in 
favor of preempting state laws. When 
confronted by interpretative questions 
under the final rule, OTS will follow the 
same enalytical format that it described 
in the preemption discussion to the 
recently issued lending regulatio”.‘~ To 
determine whether a state law is 
preempted, the first step is to ascertain 
whether the law in question is of the 
type listed in 5 557.12 as an example of 
preempted law. If it is, the analysis ends 
there; the law is preempted. If the law 
is “of covered by § 557.13, the next 
question is whether the law affects 
deposit-taking. If so, the”. in accordance 
with 5 557.11, the presumption arises 
that the Iew is preempted. This 
presu”lptio” can be reversed only if the 
law can clearly be show” to fit within 
the confines of 5 557.13. For these 
purposes, 8557.13 is intended to be 
interpreted nermwly. Any doubt should 
be resolved in favor of preemptie”. 

Section 557.14 What interest mte 
may Ipoy on savings accounts? New 
S 557.14 addresses interest payments on 
savings accounts. The proposed rule. 
entitled “interest and eamiogs,” stated 
that a savings association may pay 
interest on e savings account, whether 
in the form of a deposit or share. at any 
rate or anticipated rate of return 
determined when the account is 
accepted and es provided in the 
&sociatio”‘s charter and bylaws and the 
tenns of the account See oronosed . . 
9 557.3. 

One co-enter suggested that the 
proposed rule should bs revised to 
delete the outdated ten” “share” and 
that the title of anv new section should 
not include the te;m “eemings.” The 
term “share” is draw” from the HQLA.19 
OTS will continue to use this term in 
the final regulation to keep the 
regulation co”sistBnt with the statute. 
OTS dropped the reference to 
“eerniags” since this term is not used in 
the regulation text. 

One co-enter noted that modern 
chertem and bylaws do not address 
interest payments on savings eccounts 
and suggested the &ml rule on interest 
should delete the references to these 
documents. Again, the reference to the 
essociation’s charter is based on the 
statute, which authorizes a federal 
savings association to accept deposits 

subject to the terms of its charter.” In 
order to maintain consistency with this 
statutory authority, this reference is 
retained. OTS agrees that the reference 
to bylaws is unnecessary, and has 
deleted it from the final rule 

Another commenter suggested that 
the regulation should state that all 
interest payments must be consistent 
with the TISA and Regulation IID, 
which implements TISA. This change is 
unnecessary because OTS has included 
a citation to Regulation DD in 5 557.10, 
which addresses the au-ties 
governing federal savings associations’ 
issuance of deposit accounts. 

One co”u”enter suggested that the 
proposed ruleshould be revised to 
delete the outdated term “anticipated 
rate of return.” Sham type mutual 
associations use this term in meking 
earnings distributions to account 
holders. Additionally, es discussed 
under 5 557.15, rates may vary and may 
“of be know” with certainty when au 
eccount is opened. OTS believes the 
term anticipated mBte of return is 
appropriate, and has retained this term 
I” the final regulation. 

The proposed regulation would have 
allowed federal savings associations to 
pay fxed rates on savings accounts, or 
pay rates that very according to e 
schedule, index, or formula specified 
when the account is accepted. See 
pmposed 5557.3. 

One commenter x,-es concerned that 
the proposed text would unnecessarily 
disallow “bump-rate” certificates of. 
deposit. Bump-mm accounts provide the 
depositor with the option of changing 
the rate during the certificate’s term. 
OTS did not intendto disallow “bump- 
r&es.” Therefore, the fi”a1 regulation 
does not require a federal’associatio” to 
fix interest rates on savings acoounts 
when it accepts the eccounts. Rather, 
the final rule requires that the schedule, 
index. or formula be specified in the 
eccounrs terms. 

Secfjon 557.15 Who owns (I deposit 
account? Section 557.15 pmvides that a 
federal association may heat the 
account holderof record es the owner. 
regardless of contrary notice, until the 
ecco~nt is transferred on the 
association’s records. See proposed 
5557.4(b). OTS received one comment 
in support of the proposed rule. 
Accordingly, OTS adopts this provision 
without substantive change. 

Subpart C-Deposit Activities of All 
Savings Associations 

Section 557.20 What records should 
I maintain on deposit activities? Section 
557.20 states that federal and state 

chartered savings associations should 
establish and maintain deposit 
documentation practices and records 
that demonstrate appropriate 
administration and monitoring of its 
deposit-related activities. These records 
should adequately evidence ownership, 
balances, and all traasactions for each 
account. See proposed 5 557.4(a). This 
section replaces the more specific 
deposit recordkeeping requirements 
contained in the existing re lations. 

one commenter suggeste %” that the 
recordkeeping requirements should 
apply only to federal savings 
associations. OTS specifically intends 
the recordkeeping requirements to apply 
to both federal and state chartered 
savings associations. To make this 
distinction clear. OTS has ipfluded this 
provision in subpart C which governs 
the deposit activities of all associations. 

Another co-enter suggested that 
the regulation should specifically state 
that electiic records em acceptable. 
OTS hes recently issued e proposed 
regulation addressing the electronic 
operations of federal savings 
associations.21 This regulation would 
pennit federal savings associations to 
use electronic means and facilities to 
perform any authorized function, 
including recordkeeping. To clarify thel 
electmnic recordkeeping is available. 
the final rule states that savings 
associations may maintain records in 
may format consistent with standard 
business practices. 

C. Related Regulations 

Several connnenters addressed 
regulaticms that ware not covered by the 
NPR. For example, one commenter 
suggested that OTS delete 5 561.26 
(al(Z), (e)(3) and(b), which defines 
money market deposit accou”te. This 
commenter argued that 5 561.28(a)(Z)(i) 
which authorizes no more than six 
transfers per calender month or 
statement cycle, prohibits thrifts from 
offeri”g money market deposit accounts 
with debit cards. The commenter 
believed that this restriction aad the 
other restrictions at $%I.26 em 
u”“eces.7 and.may be deleted. 

The ate restnciio”s were onginally 
imposed to preserve uniform txeetmenf 
of money market accounts between 
Federal Reserve System members and 
insured institutions,‘2 and are based on 
the definitions contained in the FRB’s 
Regulation Il. 2) Eve” if the restrictions 
contained in 13 CFR 561.26 were 
removed. savings associations would 
still be subject to such restrictions by 
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Regulation D. Moreover. OTS notes that 
the FRR recently considered end 
rejected a proposal to increase the 
number of transfers permitted on 
corporate money market eccounts. 

while one of the purposes of this 
rulemaking wes to remove OTS 
regulations that duplicate areascovered 
by the FREl’s Regulation D, the 
regulatory definitions applicable to 
deposits et 12 CFR parts 541 and 561 
were not proposed for revision in the 
proposed rule. Accordingly, OTS has 
left these provisions unchanged. The 
future regulatory restructuring 
rulemeking may review these 
definitions to determine if they should 
be modified or removed. 

Several existing OTS regulations 
contain cross-references to provisions 
that are being removed.l’ Consequently. 
technical revisions to remove these 
cross-references are included in this 
lUle. 

One co-enter suggested that OTS 
give thrifts parity with national banks in 
connection with selling annuities and 
insurance. Another commenter 
suggested that the equal housing lender 
logo should be mquimd only for 
advertisements for residential mortgage 
loans, rather then in all advertisements. 
OTS will review these regulations for 
possible revision when they are 
scheduled for reconsideration. 

IV. Facutive order 12868 

The Director of OTS has determined 
that this final rule does not constitute a 

“significant regulatory action” for the 
purposes of Executive Order 12666. 

V. unfunded Mandates Act of 1995 

Section 202 of the Unfunded 
Mandates Reform Act of 1995. Pub. L. 
v~4-4 (Unfunded Mandates Act), 
requires that an agency prepere a 
budgetary impact statement before 
promulgating a rule that includes a 
federal mandate that may result in 
expenditure by state, local, and tribal 
governments, in the aggregate, or by the 
private sector. of $100 million or more 
in any one year. If a budgetary impact 
statement is required, section 205 of the 
Unfunded Mandates Act also requires 
en agency to identify and consider a 
reasoneble number of regulatory 
alternatives before pmmulgating e rule. 
This final rule simplifies existing 
procedures and reduces regulatory 
burden. OTS has determined that the 
final rule wilI not result in expenditures 
by state, local, or tribal governments or 
by the private sector of $100 million or 
mom. Accordingly, this rulemeking is 
not subject to section 202 of the 
Unfunded Mandates Act. 

VI. Regulatory Flexibility Ac1 Analysis 
Pursuant to section 605(b) of the 

Regulatory Flexibility Act. OTS certifies 
that the final rule does not have a 
significant impact on a substantial 
number of smell entities. As discussed 
in the preamble, this final rule does not 
impose any additional burdens or 
requirements on small entities. Rather, 
the final rule reduces several paperwork 

and other burdens on all savings 
associations. 

VII. Paperwork Reduction Act 
The reporting and recordkeeping 

requirements contained in this final rule 
have been submitted to and approved by 
the Office of Management and Budget in 
accordance with the Paperwork 
Reduction Act of 1995 (44 U.S.C. 
3607(d)) under OMB control No. 1550- 
0092. Comments on all aspects of this 
information collection should be sent to 
the Office of Management end Budget. 
Paperwork Reduction Project (155Oh 
Washington, D.C. 20503, with copies to 
the OTS, 1700 G Street, N.W., 
Washington, D.C. 20552. 

The recordkeeping requirements 
contained in this final rule are found et 
12 CFR 557.20. The reporting 
requirements are found in the Federal 
Reserve Board’s Regulation DD. 12 CFR 
part 230. In part 557, OTS relies on the 
disclosure requirements applicable to 
savings associations under Regulation 
DD. OTS needs the information to 
supervise savings associations and to 
develop regulatory policy. The likely 
respondents/mcordkeepers ere OTS- 
regulated savings associations. 

Records ere to be maintained for the 
period of time the account is open, plus 
three years. 

Respondentslrecordkeepers am not 
required to respond to this collection of 
information unless it displays a 
currently valid OMB control number. 

VIII. Dtsposition of Existing Rules 

Original provision New pro”ision Comment 

545.10 .................................................................................................................................................................... Removed. 
545.1, (a) 8 (Cl ...................................................................................................................................................... Removed. 
545.11(b) ........................................................................ 557.10 ............................................................................ Redeaignatedlrncdified. 
545.12 .................................................................................................................................................................... Removed. 
546.13 (a) 8 (b)(2) ................ _. ................ .._ .................. 557.20 ............................................................................ Redesignatedlmoditi&. 
545.13(b)(1) ................................. _. ... .._ ........................ 557.16 ............................................................................ Aedesignetedlmodifi& 
645.14(e) ............. _____ .................................................... 557.14 ............................................................................ Redesignate&nodded. 
545,14(b) ........................................................................ 557.14 ............................................................................ Redesignatedhodifmd. 
546,14(c) ................................................................................................................................................................ RemovBd. 
558.12 .................................................................................................................................................................... Removed. 
563.2 ................................... _ ................................................................................................................................. Removed. 
563.3 ...................................................................................................................................................................... Removed. 
563.6 ...................................................................................................................................................................... Remwed. 
563.7 (a). (Cl 8 (d) ................................................................................................................................................. Removed. 
663.7(b) .......................................................................... 557.14 ............................................................................ Redesignated/rmdified. 
563.9 ...................................................................................................................................................................... Removed. 
563.10 .................................................................................................................................................................... Remo”ed. 

List of Subjects 

12 CFR Part 506 

Reporting and recordkeeping 
requirements. 

12 CFR Pm-i 545 

Accounting, Consumer protection, 
Credit. Electronic funds transfers, 
Investments. Reporting end 
recordkeeping requirements, Savings 
associations. 

1.7 CFR 556 ond 561 

Savings associations. 
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12 CFR Pm-t 557 

Consumer protection, Reporting and 
recordkeeping requirements, Savings 
associations. 

I 2 CFR Part 563 

Accounting, Advertising, Crime, 
Currency, Investments, Reporting and 
recordkeeping requirements, Savings 
associations, Securities, Surety bonds. 

12 CFR 563g 

Reporting and recordkeeping 
requirements. Savings associations, 
Securities. 

Accordingly, the Office of Thrift 
Supervisio” hereby anends chapter V. 
title 12. as follows: 

PART 506-lNFORMATlON 
COLLECTlON REQUIREMENTS UNDER 
THE PAPERWORK REDUCTlON ACT 

1. The authority citation for part 506 
continues to read as follows: 

Authority: 44 U.S.C. 3501 etseq. 

2. Section 506.1 is amended by 
adding one entry to the table in 
paragraph (II) in numerical order to read 
as follows: 

. . . . . 
5w.20 ,..______,................... 155o-oo92 

. . . . . 

PART 645-OPERATIONS 

3. The authority citation for part 545 
cO”““ues co w.. 

AudIoray: 12 U.S.C. 1462% 1463.1464, 
1828. 

~545.10-645.14 fR~mowdl 

4. Sections 545.*0.545.11,545.12, 
545.13, and 545.14 are removed. 

PART !55623TATEMENTS OF POLICY 

5. The authority citation for part 556 
continues to read as follows: 

A”thority: 5 lJ.6.C. 552.559; 12 U.S.C. 
1464,1701j-3; 15 U.S.C. 1693-1693r. 

5556.12 pe”wvsdJ 

6. Section 556.12 is removed. 

7. Part 557 is added to read as follows: 

PART 557-DEPOSITS 

55,.x What does this part do? 

Subpart B.-Deposit Activities of Federal 
Savings Associations 
557.10 What authorities govern the 

issuance of deposit accounts by a federal 
savings association? 

557.11 To what extent does federal law 
preempt state deposit-related law? 

551.12 What are sane examples of 
preempted state laws affecting deposits? 

557.~ What state laws affecting deposits 
are not preempted? 

557.14 What interest rate may I pay on 
savings accounts? 

557.15 Who owns a deposit account? 

Subpart cDBpoai1 Activities of All saviws 
hsm5.tions 
~w.20 What records should I maintain on 

deposit activities? 
*“tbority: 12 “S.C. 1162% 1463.1464. 

Subpart A-General 

5 551.1 What does this Pl( do? 
This part applies to the deposit 

activities of savings associations. If you 
am B federal savings association. subpart 
B of this part applies to your deposit 
activities. Subpart C of this part applies 
to the deposit activities of all federal 
and state chartered-savings associations. 

Subpart S-Deposit Activltka Of 
Federal Savings Associationa 

A federal swings association (“you”1 
may raise funds through acconnts and 
may issue evidence of accounts under 
section ~(b)(l) of the HOLA (12 U.S.C. 
1464(b)(1)). your charter, and this part. 
Additionally, 12 CFR parts 204 and 230 
apply to your deposit activities. 

~557.11 TO what atent doe*fademl law 
pmempt stab deposn-lolated law? 

(a) Under sections 4(a) and 5(b) of tbe 
HOLA. 12 U.S.C. 1463M 1464(bl, OTS 
is authorized to promulgate regulations 
that preempt state laws affecting the 
operations of federal savings 
associations when ap 

(1) Facilitate the sa E 
ropriate to: 

and sound 
operations of federal savings 
associations; 

(2) Enable federal savings associations 
to operate according to the best thrift 
institutions practices in the United 
states; or 

(3) Further other purposes of HOLA. 
(b) To further these purposes without 

undue regulatory duplication and 
burden, OTS hereby occupies the entire 
field of fede’ral savings associations’ 

deposit-related regulations. OTS intends 
to give federal savings associations 
maximum flexibility to exercise deposit- 
related powers according to a uniform 
federal scheme of regulation. Federal 
savings associations may exercise 
deposit-related powers as authorized 
under federal law. including this part. 
without regard to state laws purporting 
to regulate or othemise effect deposit 
activities, except to the extent provided 
in 5 557.13. State law includes any 
statute, regulation. ruling, order, o* 
judicial decision. 

5 551.12 wtmt me some examples of 
prmnpted state laws aflecting deposits? 

The OTS preempts state laws that 
purport to impose requirements 
governing the following: 

(a) Abandoned and dornmnt accounts: 
(b) Checking accounts; 
(c) Disclosure requirements: 
(dl Funds availabilIty; 
(a) Savings account orders of 

withdrawal: 
(fJ Service charges and fees: 
(g) State licensing or registration 

requirements; and 
(h) Special purpose savings services 

.g.s7.*3 wbt - 1~13 atteetinp 
dqaosl10 ma not preempted? 

(a) The OTS has not preempted the 
following types of state law, to ths 
extent that the law only incidentally 
affects your deposit-related activities or 
is otherwise consistent with the 
purposes of 5557.11: 

(I) Contract and commercial law; 
(2) Tort law: and 
(3) Criminal law. 
(b) The OTS will not preempt any 

other state law if the OTS. upon review, 
finds that the law: 

(1) Further+! a vital state interest; and 
(21 Either only incidentally affects 

your deposit-related activities or is not 
otherwise contrary to the purposes 
expressed in S 557.11. 

(a) You may pay interest at any rate 
or anticipated rate of return on savings 
accounts, either in deposit or in sham 
form, as provided in your charter and 
the aCCO”“t’s terms. 

(b) You may pay fixed or variable 
rates. If you pay a variable rate. you 
must base it on a schedule, index, or 
formula that you specify in the 
accO”“tlS terms. 

$557.15 who owns a dsposit account? 

You may treat the holder of record as 
the account owner, even if you receive 
contrary notice, until you transfer the 
account on your records. 
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Subparl C-Deposit Activities of All 
Savings Associations 

5557.20 What recorda should I maintain 
on depdt sotlvitl4st 

All federal and state chartered savings 
associations (“you”) should establish 
and maintain deposit documentation 
practices and records that demonstrate 
that ycm appropriately administer and 
monitor deposit-r&ted activities. Your 
records should adequately evidence 
ownership. balances. and all 
transactions involving each account. 
You may maintain records on deposit 
activities in any format that is consistent 
with standard business practices. 

PART 5Bl-DEFINITlONS 

8. The authority citation for part 561 
continues to read as follows: 

AldhmitJ: 12 U.S.C. 1462,IrlSZa. 1463. 
1464,1467a. 

~56l.16 (Ammk4 

9. Section 561.16 is amended. in 
paragraph (a). by removing the phrase “, 
as provided in 5 563.6%) of this 
chapter”. 

166t.42 [Amend&, 

IO. Section 561.42 is amended by 
removing the phrase “58 563.6 and 
561.16” and adding in its place 
“0 561.16”. 

PART MS-OPERATIONS 

11. The authority citation for part 563 
continues to mad as follows: 

Authority: 12 U.S.C. 375b. 1462.146Za. 
l,63.14664,,467a. ,466.1817.I6ZO. 1626. 
3806; 42 “S.C. 4106. 

~ews2&63.” 663.6,563.7,663.0.663.t0 

12. Sections 563.3, 563.3, 563.6, 
563.7,563.$X and 563.10 are removed. 

13. The authority citation for part 
563s continues to read as follows: 

Authc.rity: 12 U.S.C. 146Za. 1463.1464; 15 
U.S.C. i’tklb), 781,7&n. 78n.78p. 76~. 

@ze.3g.l [Irne”wdl 

14. Section 5638.1 is amended by 
removing the last sentence of paragraph 
(a)[13). 




