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§325.205

the Corporation will reflect a min-
imum of three sets of economic and fi-
nancial conditions, including: Baseline,
adverse, and severely adverse sce-
narios. The Corporation will provide a
description of the scenarios required
under this section to each covered
bank no later than November 15 of that
calendar year.

(c) Significant trading activities. The
Corporation may require a covered
bank with significant trading activi-
ties, as determined by the Corporation,
to include a trading and counterparty
component for the scenarios used in its
stress test. The trading and
counterparty position data used in this
component of the scenarios will be as
of a date between October 1 and Decem-
ber 1 of that calendar year selected by
the Corporation and communicated to
the covered bank no later than Decem-
ber 1 of the calendar year.

§325.205 Methodologies and practices.

(a) Potential impact on capital. In con-
ducting a stress test under this sub-
part, during each quarter of the plan-
ning horizon, each covered bank must
estimate the following for each sce-
nario required to be used:

(1) Pre-provision net revenues, losses,
loan loss provisions and net income;
and

(2) The potential impact on the regu-
latory capital levels and ratios applica-
ble to the covered bank, and any other
capital ratios specified by the Corpora-
tion, incorporating the effects of any
capital action over the planning hori-
zon and maintenance of an allowance
for loan losses appropriate for credit
exposures throughout the planning ho-
rizon.

(b) Controls and oversight of stress test-
ing processes. (1) The senior manage-
ment of a covered bank must establish
and maintain a system of controls,
oversight, and documentation, includ-
ing policies and procedures, that are
designed to ensure that its stress test
processes satisfy the requirements in
this subpart. These policies and proce-
dures must, at a minimum, describe
the covered bank’s stress test practices
and methodologies, and processes for
validating and updating the covered
bank’s stress test practices and meth-
odologies consistent with applicable
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laws, regulations, and supervisory
guidance.

(2) The board of directors, or a com-
mittee thereof, of a covered bank must
approve and review the policies and
procedures of the stress testing proc-
esses as frequently as economic condi-
tions or the condition of the covered
bank may warrant, but no less than an-
nually. The board of directors and sen-
ior management of the covered bank
must receive a summary of the results
of the stress test.

(3) The board of directors and senior
management of each covered bank
must consider the results of the stress
tests in the normal course of business,
including but not limited to, the cov-
ered bank’s capital planning, assess-
ment of capital adequacy, and risk
management practices.

§325.206 Required reports of stress
test results to the FDIC and the
Board of Governors of the Federal
Reserve System.

(a) Report required for annual stress
test results—(1) 310 billion to $50 billion
covered bank. A $10 billion to $50 billion
covered bank must report to the FDIC
and to the Board on or before March 31
the results of the stress test in the
manner and form specified by the
FDIC.

(2) Over $50 billion covered bank. An
over $50 billion covered bank must re-
port to the FDIC and to the Board, on
or before January 5, the results of the
stress test in the manner and form
specified by the FDIC.

(b) Content of reports. (1) The reports
required under paragraph (a) of this
section must include under the base-
line scenario, adverse scenario, se-
verely adverse scenario and any other
scenario required by the Corporation
under this subpart, a description of the
types of risks being included in the
stress test, a summary description of
the methodologies used in the stress
test, and, for each quarter of the plan-
ning horizon, estimates of aggregate
losses, pre-provision net revenue, pro-
vision for loan and lease losses, net in-
come, and pro forma capital ratios (in-
cluding regulatory and any other cap-
ital ratios specified by the FDIC). In
addition, the report must include an
explanation of the most significant
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causes for the changes in regulatory
capital ratios and any other informa-
tion required by the Corporation.

(2) The description of aggregate
losses and net income must include the
cumulative losses and cumulative net
income over the planning horizon, and
the description of each regulatory cap-
ital ratio must include the beginning
value, ending value, and minimum
value of each ratio over the planning
horizon.

(c) Confidential treatment of informa-
tion submitted. The confidentiality of
information submitted to the Corpora-
tion under this subpart and related ma-
terials will be determined in accord-
ance with applicable law including any
available exemptions under the Free-
dom of Information Act (6 U.S.C.
5562(b)) and the FDIC’s Rules and Regu-
lations regarding the Disclosure of In-
formation (12 CFR Part 309).

§325.207
sults.

(a) Publication date. (1) A $10 billion
to $560 billion covered bank must pub-
lish a summary of the results of its an-
nual stress test in the period starting
June 15 and ending June 30.

(2) An over $50 billion covered bank
must publish a summary of the results
of its annual stress tests in the period
starting March 15 and ending March 31.

(b) Publication method. The summary
required under this section may be
published on the covered bank’s Web
site or in any other forum that is rea-
sonably accessible to the public. A cov-
ered bank that is a consolidated sub-
sidiary of a bank holding company or
savings and loan holding company that
is required to conduct an annual com-
pany-run stress test under applicable
regulations of the Board of Governors
of the Federal Reserve System will be
deemed to have satisfied the public dis-
closure requirements under this sub-
part if it publishes a summary of its
stress test results with its parent bank
holding company’s or savings and loan
holding company’s summary of stress
test results. Subsidiary covered banks
electing to satisfy their public disclo-
sure requirement in this manner must
include a summary of changes in regu-
latory capital ratios of such covered
bank over the planning horizon, and an

Publication of stress test re-
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explanation of the most significant
causes for the changes in regulatory
capital ratios.

(c) Information to be disclosed in the
summary. A covered bank must disclose
the following information regarding
the severely adverse scenario if it is
not a consolidated subsidiary of a par-
ent bank holding company or savings
and loan holding company that has
elected to make its disclosure under
section 203(d):

(1) A description of the types of risks
included in the stress test;

(2) A summary description of the
methodologies used in the stress test;

(3) Estimates of aggregate losses, pre-
provision net revenue, provision for
loan and lease losses, net income, and
pro forma capital ratios (including reg-
ulatory and any other capital ratios
specified by the FDIC); and

(4) An explanation of the most sig-
nificant causes for the changes in the
regulatory capital ratios.

(d) Content of results. (1) The disclo-
sure of aggregate losses, pre-provision
net revenue, provisions for loan and
lease losses, and net income under this
section must be on a cumulative basis
over the planning horizon.

(2) The disclosure of regulatory cap-
ital ratios and any other capital ratios
specified by the Corporation under this
section must include the beginning
value, ending value, and minimum
value of each ratio over the planning
horizon.

APPENDIX A TO PART 325-—STATEMENT
OF POLICY ON RISK-BASED CAPITAL

Capital adequacy is one of the critical fac-
tors that the FDIC is required to analyze
when taking action on various types of appli-
cations and when conducting supervisory ac-
tivities related to the safety and soundness
of individual banks and the banking system.
In view of this, the FDIC’s Board of Direc-
tors has adopted part 325 of its regulations,
which sets forth (1) minimum standards of
capital adequacy for insured state non-
member banks and (2) standards for deter-
mining when an insured bank is in an unsafe
or unsound condition by reason of the
amount of its capital.

This capital maintenance regulation was
designed to establish, in conjunction with
other Federal bank regulatory agencies, uni-
form capital standards for all federally-regu-
lated banking organizations, regardless of
size. The uniform capital standards were
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