
£\Armstrong Bank 
August 27,2015 

Robert E. Feldman 
Executive Secretary 
Attention: Comments 
Federal Deposit Insurance Corporation 
550 17th Street, NW 
Washington, DC 20429 

Re: Federal Deposit Insurance Corporation Notice of Proposed 
Rulemaking (RIN 3064-AE37) 

Dear Mr. Feldman: 

Annstrong Bank welcomes the opportunity to comment on the Federal Deposit Insurance 
Corporation (FDIC) Notice ofProposedRulemaking (NPR) proposing changes to the FDIC's 
c1ep9§itiinsurance ass.essment n~gulation,for smallq~s, :which are defined as banks with as.'s¢t,$', • 
of less tthan $10 billion. In particular, we would.like to comni~ht on the' hnpact of this propd·sa:l · 
on reciprocal deposits. '" 
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. ;, , , . ,,Ar~s~~png.Ba~ i~ 1~e~~cNart~red,ifi~us~?~~?·. ?~· .:V~. ha:v~ ~~3??64,000~s~et.~ an~ 
f.~ Pf':l~~~.es: .· Yf:y ~re ~art qf a~~~Wrp,cal,,Rlacel~NHt ne~':Yor~c. M.ore than5% of om' ~~t~l ?epos1ts 
are reciprocal. W tj have;foundt¢Clprocal d~posits to be an Important source of fuhdmg. 
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. . · ·• J, , • ,',·A~ ~ot~d i~ .the NP:£Z; th~ ,Fy~,Yt,,al, p~p9sit, {\~} sp~~,i~c.all~ calhff?r .~· r~sk ~based · • . 
~ssessmel}~ .sy~te!] :'fm: ca~yula~!n&. fffi 1~su,r~4, 4~H9~!t~ry I~s:1,~uti?~ ',s as~~~sin,y~t ~ased o~ :he 
msured depository mstltution·'s probab1hty of causmga loss to the DIF due to tJie compositiOn 

and, c?n~e![~r~!~~~ :9cr,th~ IP~' s, a~se~s a?-<;lJi.fl~~lit~e~ .. ·,·.': In,~h?rt, thy ?F~m}ym as.sessments for. 
each mdiVIdu,.a~ +n.~t~wtwn are ,supp<;>sed to refl~ct the spec1fic an~n1easmable nsks posed by 1ts 
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assets and liabilities. · · ' ' 

The proposal also states that it would improve the cmTent system "by incorporating 
newer data from the recent financial crisis" ... to ... "more accurately reflect risk." 

When i~ .established the cunent system in 2009, the FDIC recognized that reciprocal 
deposits "m!ly be a more stable source. of funding for healthy banks than oth.er types of brokered 
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depos~ts and that t~1ey may JJ-Ot .be as readily U,$~d to fund r~pid a~s,et gr~~th." . · · 
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That recognition was .based on the c:(J.aracteristics that i·eciprocal deposits share with 'core 
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deposits, cl;taracteristics that traditional brok~red deposits lack. In particular~ reciprocal deposits 
typically come from a bank's locafcusto~ers ~nd th~ rdatibnsl1ip the bank has with the 
pustomer is l,ong term and,ir;t~ludes mtfltiple,services. The baJ;lk: sets the interest rate based on 
local ·n:i~~·ket conditi'o'nq .. ' 1)e)iepo#ts add to abinik' s franchise' v~lue. Reci~rdcal'ti~posits, 
therefore, do not present any ofthe'concerns thaf traditionai brokered deposits 'do:'~nstability~' ··, 
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risk of rapid asset growth, and high cost. · · ·' · ' : 

~.>. •••.••• ~.; ... , •• R";.' •'t 

1

', ' ',' ' ' ; :' ,; • ·' ' < '' '•' <, ' ; ' i , '~ 
~ C,::orporate Adwinist~ationfllll w-.Br9adway/P.O. Bgli:,l8~/Muskogee, OK 74402~0188/918,-680-~9ll/Fax 918-680~6949 WNOe'Fr 

'I • ' 'J,L j ,.Jj ; ·' ,· . ,./ .:· ·, \. f ;,·;' ! ', . 

. li' I ; ~ . ; ! '·1 



£\Armstrong Bank 
Specifically, under the cunent system, reciprocal deposits are excluded from the 

"adjusted brokered deposit ratio" which penalizes banks for reliance on brokered deposits. The 
proposed assessment system would no longer exclude reciprocal deposits from the definition of 
brokered deposits. 

In the proposal, the FDIC gives no justification for this shift, which would result in 
reciprocal deposits being treated like any other form ofbrokered deposit or wholesale funding. It 
simply and arbitrarily lumps reciprocal deposits in with traditional brokered deposits. In doing 
so, it would penalize banks that use them by, in effect, taxing them. 

A solution is simple: retain the current system's exclusion of reciprocal deposits from the 
definition of "brokered" for assessment purposes. 

Further, we strongly urge the FDIC to support legislation to explicitly exempt reciprocal 
deposits from the definition ofbrokered deposit in the FDI Act. 

Thank you for the oppottl1nity to comment on this proposal. 

Sincerely, 

Billy Taylor 
President & CEO 

~cc~ 
The Honorable Ja1nes Inhofe 
205 Russell Senate Office Building 
United States Senate 
Washington; D.C. 20510 

The Honorable James Lankford 
316 Hart Senate Office Building 
United States Senate 
Washington, D.C. 20510 

The Honorable Markwayne Mullin 
1113 Longworth House Office Building 
United States House ofRepresentatives 
Washington, D.C. 20515 

hrhe Bonorable Martin J. Gruenberg~ 
Federal Deposit Insurance Corporation 
550 17th St., NW 
Washington, DC 20429 
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