
AGENCIES ISSUE GUIDANCE ON FEDERAL DEBT: U.S. CREDIT DOWNGRADE DOES NOT AFFECT RISK WEIGHTS OF U.S. GOVERNMENT SECURITIES
In response to Standard & Poor’s earth-shattering reduction of the U.S. credit rating from AAA to AA+ on Friday, August 5, 2011, the federal banking agencies (FRB, FDIC, NCUA and OCC) issued a guidance on federal debt.  NR 2011-104.  In such guidance, the agencies advised banks that the regulatory treatment of securities issued or guaranteed by the U.S. government will remain the same despite the downgrade of the U.S. credit rating.  This is because risk weights for U.S. government securities are not tied to credit ratings issued by Standard & Poor’s or any other rating agency.  More specifically, the guidance stated:
For risk-based capital purposes, the risk weights for Treasury securities and other securities issued or guaranteed by the U.S. government, government agencies, and government-sponsored entities will not change.  The treatment of Treasury securities and other securities issued or guaranteed by the U.S. government, government agencies, and government-sponsored entities under other federal banking agency regulations, including, for example, the Federal Reserve Board’s Regulation W, will also be unaffected.

Aldrich, Bonnefin & Moore will continue to keep a close eye on the effects of the lowering of the U.S. credit rating and other pressing issues, so regularly check our website for up-to-date information.
COURT SUSPENDS SEC PROXY ACCESS RULES

On July 22, a Federal court of appeals struck down the SEC’s so-called “proxy access rules.”  These rules, adopted in 2010, require companies to include the nominees of certain principal shareholders in their proxy materials, alongside the nominees of management.  This “proxy access,” designed to facilitate the ability of shareholders to exercise rights to nominate and elect directors, was authorized under the Dodd-Frank Reform Act and has been the subject of intense criticism by industry groups, and praise by shareholder rights groups.  In its opinion, the court vacated the rules while declaring it “arbitrary and capricious.”  In response to the ruling, the SEC has indicated that it is evaluating its options, such as appealing the judgment or issuing a new rule.
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