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the collections of information should be
sent to the Office of Management and
Budget, Paperwork Reduction Project
(1557), Washington, DC 20503, with
copies to the Legislative and Regulatory
Activities Division (1557), Office of the
Comptroller of the Currency, 250 E
Street, SW., Washington, DC 20219.

The collection of information
requirements in this proposed rule are
found in 12 CFR 1.6 and 1.7. This
information is required to evidence
compliance with statutory limitations
on the quantity and type of investments
by national banks. The likely
respondents/recordkeepers are national
banks.

Estimated average annual burden
hours per respondent/recordkeeper: 2
hours.

Estimated number of respondents
and/or recordkeepers: 3,000.

Estimated total annual reporting and
recordkeeping burden: 6,000 hours.

Start-up costs to respondents: None.

Records are to be maintained for life
of the investment.

Executive Order 12866

The OCC has determined that this
proposal is not a significant regulatory
action.

Unfunded Mandates Act of 1995

Section 202 of the Unfunded
Mandates Reform Act of 1995
(Unfunded Mandates Act) (signed into
law on March 22, 1995) requires that an
agency prepare a budgetary impact
statement before promulgating a rule
that includes a Federal mandate that
may result in the 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 an agency to
identify and consider a reasonable
number of regulatory alternatives before
promulgating a rule. Because the OCC
has determined that the proposed rule
will not result in expenditures by State,
local, and tribal governments or by the
private sector of $100 million or more
in any one year, the OCC has not
prepared a budgetary impact statement
or specifically addressed the regulatory
alternatives considered. Nevertheless, as
discussed in the preamble, the rule has
the effect of reducing burden and
increasing the discretion of national
banks regarding their sound investment
activities.

List of Subjects
12 CFR Part 1

Banks, banking, National banks,
Reporting and recordkeeping
requirements, Securities.

12 CFR Part 7

Credit, Insurance, Investments,
National banks, Reporting and
recordkeeping requirements, Securities,
Surety bonds.

Authority and Issuance

For the reasons set out in the
preamble, chapter | of title 12 of the
Code of Federal Regulations is proposed
to be amended as set forth below:

1. Part 1 is revised to read as follows:

PART 1—INVESTMENT SECURITIES
REGULATION

Sec.

1.1 Authority, purpose, and scope.

1.2 Definitions.

1.3 Limitations on dealing in, underwriting,
and purchase and sale of securities.

Calculation of limits.

Safe and sound banking practices; credit
information required.

Convertible securities.

Securities held in satisfaction of debts
previously contracted; holding period;
disposal; accounting treatment; non-
speculative purpose.

1.8 Nonconforming investments.

1.4
15

1.6
1.7

Interpretations

1.100 Indirect general obligations.

1.110 Taxing powers of a State or political
subdivision.

1.120 Prerefunded or escrowed bonds and
obligations secured by Type | securities.

1.130 Type Il securities; guidelines for
obligations issued for university and
housing purposes.

Authority: 12 U.S.C. 1 et seq., 24
(Seventh), and 93a.

§1.1 Authority, purpose, and scope.

(a) Authority. This part is issued
pursuant to 12 U.S.C. 1 et seq., 12 U.S.C.
24 (Seventh), and 12 U.S.C. 93a.

(b) Purpose. This part prescribes
standards under which national banks
may purchase, sell, deal in, underwrite,
and hold securities, consistent with the
authority contained in 12 U.S.C. 24
(Seventh) and safe and sound banking
practices.

(c) Scope. The standards set forth in
this part apply to national banks,
District of Columbia banks, and federal
branches of foreign banks. Further,
pursuant to 12 U.S.C. 335, State banks
that are members of the Federal Reserve
System are subject to the same
limitations and conditions that apply to
national banks in connection with
purchasing, selling, dealing in, and
underwriting securities and stock. In

addition to activities authorized under
this part, foreign branches of national
banks also may be authorized to
conduct international activities
pursuant to part 211 of this title.

§1.2 Definitions.

(a) Capital and surplus means:

(1) A bank’s Tier 1 and Tier 2 capital
included in the bank’s risk-based capital
under the OCC’s Minimum Capital
Ratios in Appendix A to part 3 of this
chapter based upon the bank’s
Consolidated Report of Condition and
Income filed under 12 U.S.C. 1817(a)(3);
plus

(2) The balance of a bank’s allowance
for loan and lease losses not included in
the bank’s Tier 2 capital, for purposes of
the calculation of risk-based capital
under 12 CFR part 3, based upon the
bank’s Consolidated Report of Condition
and Income filed under 12 U.S.C.
1817(a)(3).

(b) General obligation of a State or
political subdivision means:

(1) An obligation supported by the
full faith and credit of an obligor
possessing general powers of taxation,
including property taxation; or

(2) An obligation payable from a
special fund or by an obligor not
possessing general powers of taxation,
when an obligor possessing general
powers of taxation, including property
taxation, has unconditionally promised
to make payments into the fund or
otherwise provide funds to cover all
required payments on the obligation.

(c) Investment company means an
investment company, including a
mutual fund, registered under section 8
of the Investment Company Act of 1940,
15 U.S.C. 80a-8.

(d) Investment grade means a security
rated investment grade (in one of the top
four rating categories) by each
nationally recognized statistical rating
organization that has rated the security.

(e) Investment security means a
marketable debt obligation that is not
predominantly speculative in nature. A
security is not predominantly
speculative in nature if it is rated
investment grade. When a security is
not rated, the security must be the credit
equivalent of securities rated investment
grade.

(f) Marketable means that the security
is:

(1) Registered under the Securities
Act of 1933, 15 U.S.C. 77a et seq.;

(2) Exempt from registration under the
Securities Act of 1933, 15 U.S.C. 77c,
and authorized under 12 U.S.C. 24
(Seventh) as eligible for investment
without limitation by a national bank,
such as a security issued or guaranteed

by:



