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FDIC PROPOSES CAPITAL RULE 'ID 
:REXXX;NIZE FASB 115 GAINS AND IDSSES ON SEilJRITIES 

'lhe Board of ~ Directors of the Federal Deposit Insurance Corporation 

pi:q,osed today to amend its leverage an:i risk-based capital stan1ards to 

oanfann with the recent statement 115 of the Financial Accamting st:amards 

Board (~), whidl requires banks to recognize holding gains an:i losses on 

securities that are considered "available for sale." 

'lhe Fede....ral Financial Institutions Examination Council (FFIEX:) has 

notified institutions that, consistent with Generally Accepted Acxx>unting 

Principles (GAAP), they must adopt the FASB 115 accounting starrlard on their 

call reports beginning January 1, 1994, or the l:eginning of their first 

fiscal year thereafter, if later. 'Ihis proposed capital rule would require 

institutions to use the same FASB 115 accounting adjusbnents when 

cala.llating Tier 1 capital for leverage an:i risk-based capital purposes. 

'llle proposed rule is consistent with FASB 115, which changes the 

accounting categories of seo.n:-ities as folla,.,,s: 

• Available fer sale - includes seo.n:-ities which the institution 

does not have the positive intent an:i ability to hold until maturity 

b.rt is not actively trading. 'lllese seo.n:-ities would now be reix>rted at 

fair value an:i any net appreciation or depreciation in the securities' 

value will be reported directly as a separate part of stockholders' 

equity. Previoosly, seo.n:-ities held for sale were recorded at the 

lower of cost or fair value arrl chan;Jes in value were included in the 

institution's incane. 
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• lle.1d to .ablrity replaces the "held for invesbnent" 

category. FASB 115 permits an institution to inclooe securities in 

this category only if it has the positive intent and ability to hold 

the securities to maturity. 

• Trad:inJ - remains Ul'd'larged. 'lhese securities contirrue to be 

reported at fair value, and c:haRJes in value are reported in the 

institution's in:xme statement. 

'Ihe FDIC invites cxmnents on all aspects of this sed rule. In 

aa:titian to other ccmnents that resporx:lents may wish to provide, the FDIC is 

requestirg specific ccmnents on the follCArlirg questions: 

• Should FASB 115 capital adjustments used by institutions for GMP 

and ca.11 Report pn:poses also be used to determine an institution's 

Ti~ 1 capital urrler the FDIC's risk-based and leverage capital 

stan:lards? 

• Should the FASB 115 adjustnents also be used for other regulations 

based on an institution's capital levels, such as prc:inpt corrective 

action, risk-based premiums, brokered deposit restrictions and 

restrictions on activities and investments of insured ·state banks? 

• Should regulato:ry capital rules regardinJ chan;Jes in fair value of 

securities held in the "available for sale" catego:ry differ deperxiin;J 

on whether the securities' value shows net ai:preciation or net 

depreciation? 

'll1e prq)OSed capital rule is silD.ilar to rules beirg developed by the 

Off ice of the a.ttpl.:toller of the CJrrency, the Federal Reserve Board am the 

Office of 'Il'lrift SUpervision. Written cxmnents will be accepted for 30 days 

after the prcposal is :p.tblished in the Federal Register. Final rules are 

expected to be issued next year. 
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