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In-Substance Defeasance of Debt

The banking agencies do not permit
banks to report defeasance of their debt
obligations in accordance with FASB
Statement No. 76. Defeasance involves a
debtor irrevocably placing risk-free
monetary assets in a trust solely for
satisfying the debt. Under FASB
Statement No. 76, the assets in the trust
and the defeased debt are removed from
the balance sheet and a gain or loss for
the current period can be recognized.
However, for Call Report purposes,
banks may not remove assets or
defeased liabilities from their balance
sheets or recognize resulting gains or
losses. FASB has recently proposed to
amend GAAP to adopt an approach
similar to the Call Report treatment for
these transactions.

OTS practice is to follow FASB
Statement No. 76.

Sales of Assets with Recourse

In accordance with FASB Statement
No. 77, a transfer of receivables with
recourse is recognized as a sale if: (1)
the transferor surrenders control of the
future economic benefits; (2) the
transferor’s obligation under the
recourse provisions can be reasonably
estimated; and (3) the transferee cannot
require repurchase of the receivables
except pursuant to the recourse
provisions.

The practice of the three banking
agencies is generally to permit
commercial banks to report transfers of
receivables with recourse as sales only
when the transferring institution (1)
retains no risk of loss from the assets
transferred and (2) has no obligation for
the payment of principal or interest on
the assets transferred. As a result,
virtually no transfers of assets with
recourse can be reported as sales.
However, this rule does not apply to the
transfer of first lien 1- to 4-family
residential or agricultural mortgage
loans under certain government-
sponsored programs (including the
Federal National Mortgage Association
and the Federal Home Loan Mortgage
Corporation). Transfers of mortgages
under these programs are generally
treated as sales for Call Report purposes.

Furthermore, private transfers of first
lien 1- to 4-family residential mortgages
are also reported as sales if the
transferring institution retains only an
insignificant risk of loss on the assets
transferred. However, the seller’s
obligation under recourse provisions
related to sales of mortgage loans under
the government programs is viewed as
an off-balance sheet exposure. Thus, for
risk-based capital purposes, capital is
generally expected to be held for

recourse obligations associated with
such transactions.

The OTS policy is to follow FASB
Statement No. 77. However, in the
calculation of risk-based capital under
the OTS guidelines, off-balance sheet
recourse obligations generally are
converted at 100 percent. This
effectively negates the sale treatment
recognized on a GAAP basis for risk-
based capital purposes, but not for
leverage capital purposes. Thus, by
making this adjustment in the risk-based
capital calculation, the differences
between the OTS and the banking
agencies for capital adequacy
measurement purposes, are
substantially reduced.

Push-Down Accounting
When a depository institution is

acquired in a purchase transaction, but
retains its separate corporate existence,
the institution is required to revalue all
of the assets and liabilities at fair value
at the time of acquisition. When push-
down accounting is applied, the same
revaluation made by the parent holding
company is made at the depository
institution level.

The three banking agencies require
push-down accounting when there is at
least a 95 percent change in ownership.
This approach is generally consistent
with interpretations of the Securities
and Exchange Commission.

The OTS requires push-down
accounting when there is at least a 90
percent change in ownership.

Negative Goodwill
The three banking agencies require

that negative goodwill be reported as a
liability, and not be netted against
goodwill assets. Such a policy ensures
that all goodwill assets are deducted in
regulatory capital calculations,
consistent with the Basle Accord.

The OTS permits negative goodwill to
offset goodwill assets reported in the
financial statements.

Offsetting
The three banking agencies generally

prohibit netting of assets and liabilities
in the Call Report. However, FASB
Interpretation No. 39 (FIN 39) netting
requirements have been adopted for Call
Report purposes solely for assets and
liabilities that arise from off-balance-
sheet instruments. For example, under
FIN 39, the assets and liabilities arising
from these contracts may be netted
when there is a legally enforceable
bilateral master netting agreement.

The OTS policy on netting for all
assets and liabilities is consistent with
GAAP, as set forth in FIN 39. FIN 39
allows institutions to offset assets and

liabilities (e.g., loans and deposits)
when four conditions are met.
Moreover, the OTS permits netting for
off-balance sheet conditional and
exchange contracts to the same extent as
the banking agencies.

By order of the Board of Governors of the
Federal Reserve System, April 4, 1996.
Jennifer J. Johnson,
Deputy Secretary of the Board.
[FR Doc. 96–8873 Filed 4–9–96; 8:45am]
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Federal Accounting Standards
Advisory Board

AGENCY: General Accounting Office.
ACTION: Notice of meeting.

SUMMARY: Pursuant to section 10(a)(2) of
the Federal Advisory Committee Act
(Pub. L. 92–463), as amended, notice is
hereby given that the Federal
Accounting Standards Advisory Board
will meet on Thursday, April 25, 1996,
from 9:00 a.m. to 4:00 p.m. in room
7C13 of the General Accounting Office,
441 G St., N.W., Washington, D.C.

The purpose of the meeting is to (1)
review and approve for release for
public comment the draft Invitation for
Views: Accounting for the Cost of
Capital document and (2) discuss the
Codification project and the Accounting
for Natural Resources document.

Any interested person may attend the
meeting as an observer. Board
discussions and reviews are open to the
public.
FOR FURTHER INFORMATION CONTACT:
Ronald S. Young, Executive Staff
Director, 750 First St., N.E., Room 1001,
Washington, D.C. 20002, or call (202)
512–7350.

Authority: Federal Advisory Committee
Act. Pub. L. 92–463, Section 10(a)(2), 86 Stat.
770, 774 (1972) (current version at 5 U.S.C.
app. section 10(a)(2) (1988); 41 CFR 101–
6.1015 (1990).

Dated: April 4, 1996.
Ronald S. Young,
Executive Director.
[FR Doc. 96–8852 Filed 4–9–96; 8:45 am]
BILLING CODE 1610–01–M

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Office of National AIDS Policy; Notice
of Meeting of the Presidential Advisory
Council on HIV/AIDS and Its
Subcommittees

Pursuant to Pub. L. 92–463, notice is
hereby given of the meeting of the
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