Main Office • 330 West Vandalia • Edwardsville, IL 62025

Phone 618/656-0057 • www.4thebank.com

Member FDIC

September 1, 2015

Mr. 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 3 064-AE3 7)

Dear Mr. Feldman:
The Bank of Edwardsville welcomes the opportunity to comment on the Federal Deposit
Insurance Corporation (FDIC) Notice of Proposed Rulemaking (NPR) proposing changes to the FDIC's
deposit insurance assessment regulation for small banks, which are defined as banks with assets of less
than $10 billion. In particular, we would like to comment on the impact ofthis proposal on reciprocal
deposits.
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Th~tBank .of Edwardsville is. headquartered in1Edvvardsville, IL. We have $1 ,683,·863,.000 ~ssets
and) 8 branches: Vfe are part of~ recipr;ocal placernent;n((twork. ·More than 3% ofqur·total qepo~its are
reciproc~l. We h;:tve ,f9und reciproca~, dtfposits tq b~ ap jmp01;tan.t s.ource 9f funding .. •· . ~ · ·. .. ·,
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As ,noted in the Nri( the Federal Dep9~it: A.~t I'Pe~if.ically' calls fqr a ris.k-based ·~s~essment
system "for calculating an insured depository institution's assessment based on the insured depository
~11stitution's probability 9f causip.g a lo~s to the DJF due to the composition and concentration of the IDI's
assets and ljabilitie.s., .. "J~ ~bort, the. pre1J1iUm <!,S,S~SS~ellts ~or ~ach·i.ndiVidu~l ;mstituti9~atesblppose.dto
reflect th,e ,s.pecific ,~md measurab.le.r~~k,s.posed by its, ~~s~ts. ~t1d)iabjliti¢s~ ~·· : : :;··• . : .·: ·r,:, ·• 1 • ;
The proposal also states that it would improve the current system "by incorporating newer data
from the recent fmancial crisis" ... to ... "more accurately reflect risk."
..

Whep.it establish,ed the current systel.ll in 2009,.the ED.IC :~;~cqgnized that reciprocal deposits

"1Il~y.be.~ ~qr~·~t.'!-ble ~OJJrc~ off~.n.ding;f9t.healthy })anl~s tha~ ot~ertypes o~broJ<.ered deposits.and that
the,Y; ,J;Uay 1no~ l>~ as. readily us~1;Uo fund. rap,id as~et. growth.'';; .
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That reco~iti~n was based on the, c.haraderi~tics :.that .r~ciprocal deposits share with core
tntditional b~okered deposits la~k. In particular, reciprocal deposits typically
deposits, chanicteristics
yomefrom a, qank:s local cu~tqwers and the relationship .ti:J.e. bank has with the customer is long term and
includes multiple se,rvices. The banksets the in.terestcrate based _on local market conditions .. The deposits
add to a qap.k;s,franchise valve. R.eciprocai depo1'lits~ ther:efort:i, do no~ present any of the c0l).cernsthat.
traditional brokered deposits do: instability' risk of rapid asset growth, and high cost.
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Specifically, under the current 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 defmition ofbrokered 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 opportunity to comment on this proposal.

Kevin Powers
President & CEO
cc:
The Honorable Richard Durbin
711 Hart Senate Office Building
United States Senate
Washington, D.C. 20510

The Honorable Mark Kirk
524 Hart Senate Office Building
United States Senate
Washington, D.C. 20510

The Honorable Rodney Davis
1740 Longworth House Office Building
United States House ofRepresentatives
Washington, D.C. 20515

V

/~he Honorable Martin J. Gruenberg
Chairman
Federal Deposit Insurance Corporation
550 17th St., NW
Washington, DC 20429
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