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(i) Be subject on a consolidated basis 
to a capital stress testing regime by its 
home-country supervisor that meets 
the requirements of paragraph (b)(2) of 
this section; and 

(ii) Conduct such stress tests or be 
subject to a supervisory stress test and 
meet any minimum standards set by 
its home-country supervisor with re-
spect to the stress tests. 

(2) The capital stress testing regime 
of a foreign banking organization’s 
home-country supervisor must include: 

(i) An annual supervisory capital 
stress test conducted by the foreign 
banking organization’s home-country 
supervisor or an annual evaluation and 
review by the foreign banking organi-
zation’s home-country supervisor of an 
internal capital adequacy stress test 
conducted by the foreign banking orga-
nization; and 

(ii) Requirements for governance and 
controls of stress testing practices by 
relevant management and the board of 
directors (or equivalent thereof) of the 
foreign banking organization; 

(c) Additional standards. (1) Unless the 
Board otherwise determines in writing, 
a foreign banking organization that 
does not meet each of the requirements 
in paragraphs (b)(1) and (2) of this sec-
tion must: 

(i) Maintain eligible assets in its U.S. 
branches and agencies that, on a daily 
basis, are not less than 105 percent of 
the average value over each day of the 
previous calendar quarter of the total 
liabilities of all branches and agencies 
operated by the foreign banking orga-
nization in the United States; 

(ii) Conduct an annual stress test of 
its U.S. subsidiaries to determine 
whether those subsidiaries have the 
capital necessary to absorb losses as a 
result of adverse economic conditions; 
and 

(iii) Report on an annual basis a sum-
mary of the results of the stress test to 
the Board that includes a description 
of the types of risks included in the 
stress test, a description of the condi-
tions or scenarios used in the stress 
test, a summary description of the 
methodologies used in the stress test, 
estimates of aggregate losses, pre-pro-
vision net revenue, total loan loss pro-
visions, net income before taxes and 
pro forma regulatory capital ratios re-

quired to be computed by the home- 
country supervisor of the foreign bank-
ing organization and any other rel-
evant capital ratios, and an expla-
nation of the most significant causes 
for any changes in regulatory capital 
ratios. 

(2) An enterprise-wide stress test 
that is approved by the Board may 
meet the stress test requirement of 
paragraph (c)(1)(ii) of this section. 

Subpart O—Enhanced Prudential 
Standards for Foreign Banking 
Organizations With Total Con-
solidated Assets of $50 Billion 
or More and Combined U.S. 
Assets of $50 Billion or More 

SOURCE: Reg. YY, 79 FR 17326, Mar. 27, 2014, 
unless otherwise noted. 

§ 252.150 Scope. 

(a) This subpart applies to foreign 
banking organizations with total con-
solidated assets of $50 billion or more 
and combined U.S. assets of $50 billion 
or more. Foreign banking organiza-
tions with combined U.S. assets of $50 
billion or more and U.S. non-branch as-
sets of $50 billion or more are also sub-
ject to the U.S. intermediate holding 
company requirement contained in 
§ 252.153. 

(b) Total consolidated assets of a for-
eign banking organization are equal to 
the consolidated assets of the foreign 
banking organization. Combined U.S. 
assets of a foreign banking organiza-
tion are equal to the sum of the con-
solidated assets of each top-tier U.S. 
subsidiary of the foreign banking orga-
nization (excluding any section 2(h)(2) 
company, if applicable) and the total 
assets of each U.S. branch and U.S. 
agency of the foreign banking organi-
zation. U.S. non-branch assets are 
equal to the sum of the consolidated 
assets of each top-tier U.S. subsidiary 
of the foreign banking organization 
(excluding any section 2(h)(2) company 
and DPC branch subsidiary, if applica-
ble). 
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§ 252.151 [Reserved] 

§ 252.152 Applicability. 
(a) General applicability. Subject to 

the initial applicability provisions in 
paragraph (c) of this section, a foreign 
banking organization must: 

(1) Comply with the requirements of 
this subpart (other than the U.S. inter-
mediate holding company requirement 
set forth in § 252.153) beginning on the 
first day of the ninth quarter following 
the date on which its combined U.S. as-
sets equal or exceed $50 billion; and 

(2) Comply with the U.S. inter-
mediate holding company requirement 
set forth in § 252.153 beginning on the 
first day of the ninth quarter following 
the date on which its U.S. non-branch 
assets equal or exceed $50 billion. 

(b) Asset measures—(1) Combined U.S. 
assets. Combined U.S. assets of a for-
eign banking organization are equal to 
the sum of the consolidated assets of 
each top-tier U.S. subsidiary of the for-
eign banking organization (excluding 
any section 2(h)(2) company, if applica-
ble) and the total assets of each U.S. 
branch and U.S. agency of the foreign 
banking organization. For purposes of 
this subpart, ‘‘combined U.S. assets’’ 
are calculated as the average of the 
total combined assets of U.S. oper-
ations for the four most recent con-
secutive quarters as reported by the 
foreign banking organization on the 
FR Y–7Q, or, if the foreign banking or-
ganization has not reported this infor-
mation on the FR Y–7Q for each of the 
four most recent consecutive quarters, 
the average of the combined U.S. assets 
for the most recent quarter or consecu-
tive quarters as reported on the FR Y– 
7Q. Combined U.S. assets are measured 
on the as-of date of the most recent FR 
Y–7Q used in the calculation of the av-
erage. 

(2) U.S. non-branch assets. U.S. non- 
branch assets are equal to the sum of 
the consolidated assets of each top-tier 
U.S. subsidiary of the foreign banking 
organization (excluding any section 
2(h)(2) company and DPC branch sub-
sidiary, if applicable). 

(i) For purposes of this subpart, U.S. 
non-branch assets of a foreign banking 
organization are calculated as the av-
erage of the sum of the total consoli-
dated assets of the top-tier U.S. sub-

sidiaries of the foreign banking organi-
zation (excluding any section 2(h)(2) 
company and DPC branch subsidiary) 
for the four most recent consecutive 
quarters, as reported to the Board on 
the FR Y–7Q, or, if the foreign banking 
organization has not reported this in-
formation on the FR Y–7Q for each of 
the four most recent consecutive quar-
ters, the average for the most recent 
quarter or consecutive quarters as re-
ported on the FR Y–7Q. 

(ii) In calculating U.S. non-branch 
assets, a foreign banking organization 
must reduce its U.S. non-branch assets 
calculated under this paragraph by the 
amount corresponding to balances and 
transactions between a top-tier U.S. 
subsidiary and any other top-tier U.S. 
subsidiary (excluding any 2(h)(2) com-
pany or DPC branch subsidiary) to the 
extent such items are not already 
eliminated in consolidation. 

(iii) U.S. non-branch assets are meas-
ured on the as-of date of the most re-
cent FR Y–7Q used in the calculation of 
the average. 

(c) Initial applicability. (1) A foreign 
banking organization that, as of June 
30, 2015, has combined U.S. assets of $50 
billion or more must comply with the 
requirements of this subpart, as appli-
cable, beginning on July 1, 2016. 

(2) A foreign banking organization 
that, as of June 30, 2015, has U.S. non- 
branch assets of $50 billion or more 
must comply with the requirements of 
this subpart beginning on July 1, 2016. 
In addition, the foreign banking orga-
nization must: 

(i) By July 1, 2016, establish a U.S. in-
termediate holding company and trans-
fer its entire ownership interest in any 
bank holding company subsidiary (if 
not designated as its U.S. intermediate 
holding company), any insured deposi-
tory institution subsidiary, and U.S. 
subsidiaries holding at least 90 percent 
of its U.S. non-branch assets not owned 
by such subsidiary bank holding com-
pany or insured depository institution 
subsidiary, if any, as such assets are 
measured as of June 30, 2015, to the 
U.S. intermediate holding company; 
and 

(ii) By July 1, 2017, hold its ownership 
interest in all U.S. subsidiaries (other 
than section 2(h)(2) companies and DPC 
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branch subsidiaries) through its U.S. 
intermediate holding company. 

(d) Cessation of requirements—(1) En-
hanced prudential standards applicable to 
the foreign banking organization. Sub-
ject to paragraph (d)(2) of this section, 
a foreign banking organization will re-
main subject to the applicable require-
ments of this subpart until its reported 
combined U.S. assets on the FR Y–7Q 
are below $50 billion for each of four 
consecutive calendar quarters. 

(2) Intermediate holding company re-
quirement. A foreign banking organiza-
tion will remain subject to the U.S. in-
termediate holding company require-
ment set forth in § 252.153 until the sum 
of the total consolidated assets of the 
top-tier U.S. subsidiaries of the foreign 
banking organization (excluding any 
section 2(h)(2) company and DPC 
branch subsidiary) is below $50 billion 
for each of four consecutive calendar 
quarters. 

§ 252.153 U.S. intermediate holding 
company requirement for foreign 
banking organizations with U.S. 
non-branch assets of $50 billion or 
more. 

(a) Requirement to form a U.S. inter-
mediate holding company. (1) A foreign 
banking organization with U.S. non- 
branch assets of $50 billion or more 
must establish a U.S. intermediate 
holding company, or designate an ex-
isting subsidiary that meets the re-
quirements of paragraph (a)(2) of this 
section, as its U.S. intermediate hold-
ing company. 

(2) The U.S. intermediate holding 
company must be: 

(i) Organized under the laws of the 
United States, any one of the fifty 
states of the United States, or the Dis-
trict of Columbia; and 

(ii) Be governed by a board of direc-
tors or managers that is elected or ap-
pointed by the owners and that oper-
ates in an equivalent manner, and has 
equivalent rights, powers, privileges, 
duties, and responsibilities, to a board 
of directors of a company chartered as 
a corporation under the laws of the 
United States, any one of the fifty 
states of the United States, or the Dis-
trict of Columbia. 

(3) Notice. Within 30 days of estab-
lishing or designating a U.S. inter-
mediate holding company under this 

section, a foreign banking organization 
must provide to the Board: 

(i) A description of the U.S. inter-
mediate holding company, including 
its name, location, corporate form, and 
organizational structure; 

(ii) A certification that the U.S. in-
termediate holding company meets the 
requirements of this subpart; and 

(iii) Any other information that the 
Board determines is appropriate. 

(b) Holdings and regulation of the U.S. 
intermediate holding company—(1) Gen-
eral. Subject to paragraph (c) of this 
section, a foreign banking organization 
that is required to form a U.S. inter-
mediate holding company under para-
graph (a) of this section must hold its 
entire ownership interest in any U.S. 
subsidiary (excluding each section 
2(h)(2) company or DPC branch sub-
sidiary, if any) through its U.S. inter-
mediate holding company. 

(2) Reporting. Each U.S. intermediate 
holding company shall submit informa-
tion in the manner and form prescribed 
by the Board. 

(3) Examinations and inspections. The 
Board may examine or inspect any U.S. 
intermediate holding company and 
each of its subsidiaries and prepare a 
report of their operations and activi-
ties. 

(4) For purposes of this part, a top- 
tier foreign banking organization with 
U.S. non-branch assets that equal or 
exceed $50 billion is a global system-
ically important foreign banking orga-
nization if any of the following condi-
tions are met: 

(i) The top-tier foreign banking orga-
nization determines, pursuant to para-
graph (b)(6) of this section, that the 
top-tier foreign banking organization 
has the characteristics of a global sys-
temically important banking organiza-
tion under the global methodology; or 

(ii) The Board, using information 
available to the Board, determines: 

(A) That the top-tier foreign banking 
organization would be a global system-
ically important banking organization 
under the global methodology; 

(B) That the top-tier foreign banking 
organization, if it were subject to the 
Board’s Regulation Q, would be identi-
fied as a global systemically important 
BHC under 12 CFR 217.402 of the 
Board’s Regulation Q; or 
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(C) That the U.S. intermediate hold-
ing company, if it were subject to 12 
CFR 217.402 of the Board’s Regulation 
Q, would be identified as a global sys-
temically important BHC. 

(5) Each top-tier foreign banking or-
ganization that controls a U.S. inter-
mediate holding company shall submit 
to the Board by January 1 of each cal-
endar year through the U.S. inter-
mediate holding company: 

(i) Notice of whether the home coun-
try supervisor (or other appropriate 
home country regulatory authority) of 
the top-tier foreign banking organiza-
tion of the U.S. intermediate holding 
company has adopted standards con-
sistent with the global methodology; 
and 

(ii) Notice of whether the top-tier 
foreign banking organization prepares 
or reports the indicators used by the 
global methodology to identify a bank-
ing organization as a global system-
ically important banking organization 
and, if it does, whether the top-tier for-
eign banking organization has deter-
mined that it has the characteristics of 
a global systemically important bank-
ing organization under the global 
methodology pursuant to paragraph 
(b)(6) of this section. 

(6) A top-tier foreign banking organi-
zation that controls a U.S. inter-
mediate holding company and prepares 
or reports for any purpose the indi-
cator amounts necessary to determine 
whether the top-tier foreign banking 
organization is a global systemically 
important banking organization under 
the global methodology must use the 
data to determine whether the top-tier 
foreign banking organization has the 
characteristics of a global systemically 
important banking organization under 
the global methodology. 

(c) Alternative organizational struc-
ture—(1) General. Upon a written re-
quest by a foreign banking organiza-
tion, the Board may permit the foreign 
banking organization: to establish or 
designate multiple U.S. intermediate 
holding companies; use an alternative 
organizational structure to hold its 
combined U.S. operations; or not trans-
fer its ownership interests in certain 
subsidiaries to its U.S. intermediate 
holding company. 

(2) Factors. In making a determina-
tion under paragraph (c)(1) of this sec-
tion, the Board may consider whether 
applicable law would prohibit the for-
eign banking organization from owning 
or controlling one or more of its U.S. 
subsidiaries through a single U.S. in-
termediate holding company, or wheth-
er circumstances otherwise warrant an 
exception based on the foreign banking 
organization’s activities, scope of oper-
ations, structure, or similar consider-
ations. 

(3) Request. A request under this sec-
tion to establish or designate multiple 
U.S. intermediate holding companies 
must be submitted to the Board 180 
days before the foreign banking organi-
zation must form a U.S. intermediate 
holding company. A request not to 
transfer any ownership interest in a 
subsidiary must be submitted to the 
Board either 180 days before the foreign 
banking organization acquires the own-
ership interest in such U.S. subsidiary, 
or in a shorter period of time if per-
mitted by the Board. The request must 
include a description of why the re-
quest should be granted and any other 
information the Board may require. 

(4) Conditions. (i) The Board may 
grant relief under this section upon 
such conditions as the Board deems ap-
propriate, including, but not limited 
to, requiring the U.S. operations of the 
relevant foreign banking organization 
to comply with additional enhanced 
prudential standards, or requiring such 
foreign banking organization to enter 
into supervisory agreements governing 
such alternative organizational struc-
ture. 

(ii) If the Board permits a foreign 
banking organization to form two or 
more U.S. intermediate holding compa-
nies under this section and one or more 
of those U.S. intermediate holding 
companies does not meet an asset 
threshold governing applicability of 
any section of this subpart, such U.S. 
intermediate holding company shall be 
required to comply with those subparts 
as though it met or exceeded the appli-
cable thresholds. 

(iii) The Board may modify the appli-
cation of any section of this subpart to 
a foreign banking organization that is 
required to form a U.S. intermediate 
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holding company or to such U.S. inter-
mediate holding company if appro-
priate to accommodate the organiza-
tional structure of the foreign banking 
organization or characteristics specific 
to such foreign banking organization 
and such modification is appropriate 
and consistent with the capital struc-
ture, size, complexity, risk profile, 
scope of operations, or financial condi-
tion of each U.S. intermediate holding 
company, safety and soundness, and 
the financial stability mandate of sec-
tion 165 of the Dodd-Frank Act. 

(d) Implementation plan—(1) General. A 
foreign banking organization must, by 
January 1, 2015, submit an implementa-
tion plan to the Board, if the sum of 
the total consolidated assets of the 
U.S. subsidiaries of the foreign banking 
organization, in aggregate, exceed $50 
billion as of June 30, 2014 (excluding 
any section 2(h)(2) company and DPC 
branch subsidiary and reduced by 
amounts corresponding to balances and 
transactions between a top-tier U.S. 
subsidiary and any other top-tier U.S. 
subsidiary (excluding any 2(h)(2) com-
pany or DPC branch subsidiary) to the 
extent such items are not already 
eliminated in consolidation). The 
Board may accelerate or extend the 
date by which the implementation plan 
must be filed. 

(2) Mandatory elements of implementa-
tion plan. An implementation plan 
must contain: 

(i) A list of all U.S. subsidiaries con-
trolled by the foreign banking organi-
zation setting forth the ownership in-
terest in each subsidiary and an orga-
nizational chart showing the ownership 
hierarchy; 

(ii) For each U.S. subsidiary that is a 
section 2(h)(2) company or a DPC 
branch subsidiary, the name, asset size, 
and a description of why the U.S. sub-
sidiary qualifies as a section 2(h)(2) or 
a DPC branch subsidiary; 

(iii) For each U.S. subsidiary for 
which the foreign banking organization 
expects to request an exemption from 
the requirement to transfer all or a 
portion of its ownership interest in the 
subsidiary to the U.S. intermediate 
holding company, the name, asset size, 
and a description of the reasons why 
the foreign banking organization in-
tends to request that the Board grant 

it an exemption from the U.S. inter-
mediate holding company requirement; 

(iv) A projected timeline for the 
transfer by the foreign banking organi-
zation of its ownership interest in U.S. 
subsidiaries to the U.S. intermediate 
holding company, and quarterly pro 
forma financial statements for the U.S. 
intermediate holding company, includ-
ing pro forma regulatory capital ratios, 
for the period from December 31, 2015 
to January 1, 2018; 

(v) A projected timeline for, and de-
scription of, all planned capital actions 
or strategies for capital accretion that 
will facilitate the U.S. intermediate 
holding company’s compliance with 
the risk-based and leverage capital re-
quirements set forth in paragraph (e)(2) 
of this section; 

(vi) A description of the risk-manage-
ment practices of the combined U.S. 
operations of the foreign banking orga-
nization and a description of how the 
foreign banking organization and U.S. 
intermediate holding company will 
come into compliance with § 252.155; 
and 

(vii) A description of the current li-
quidity stress testing practices of the 
U.S. operations of the foreign banking 
organization and a description of how 
the foreign banking organization and 
U.S. intermediate holding company 
will come into compliance with 
§§ 252.156 and 252.157. 

(3) If a foreign banking organization 
plans to reduce its U.S. non-branch as-
sets below $50 billion for four consecu-
tive quarters prior to July 1, 2016, the 
foreign banking organization may sub-
mit a plan that describes how it in-
tends to reduce its U.S. non-branch as-
sets below $50 billion and any other in-
formation the Board determines is ap-
propriate, instead of the information 
described in paragraph (d)(2) of this 
section. 

(4) The Board may require a foreign 
banking organization that meets or ex-
ceeds the threshold for application of 
this section after June 30, 2014 to sub-
mit an implementation plan con-
taining the information described in 
paragraph (d)(2) of this section if the 
Board determines that an implementa-
tion plan is appropriate. 

(e) Enhanced prudential standards for 
U.S. intermediate holding companies—(1) 
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Applicability—(i) Ongoing application. 
Subject to the initial applicability pro-
visions in paragraph (e)(1)(ii) of this 
section, a U.S. intermediate holding 
company must comply with the cap-
ital, risk management, and liquidity 
requirements set forth in paragraphs 
(e)(2)(i), (e)(3), and (e)(4) of this section 
beginning on the date it is required to 
be established, comply with the capital 
plan requirements set forth in para-
graph (e)(2)(ii) of this section in ac-
cordance with § 225.8(c)(2) of the 
Board’s Regulation Y (12 CFR 
225.8(c)(2)), and comply with the stress 
test requirements set forth in para-
graph (e)(5) beginning with the stress 
test cycle the calendar year following 
that in which it becomes subject to 
regulatory capital requirements. 

(ii) Initial applicability—(A) General. A 
U.S. intermediate holding company re-
quired to be established by July 1, 2016 
must comply with the risk-based cap-
ital, risk management, and liquidity 
requirements set forth in paragraphs 
(e)(2)(i), (e)(3), and (e)(4) of this section 
beginning on July 1, 2016, and comply 
with the capital planning requirements 
set forth in (e)(2)(ii) of this section in 
accordance with § 225.8(c)(2) of the 
Board’s Regulation Y (12 CFR 
225.8(c)(2)). 

(B) Transition provisions for leverage. 
(1) A U.S. intermediate holding com-
pany required to be established by July 
1, 2016 must comply with the leverage 
capital requirements set forth in para-
graph (e)(2)(i) of this section beginning 
on January 1, 2018, provided that each 
subsidiary bank holding company and 
insured depository institution con-
trolled by the foreign banking organi-
zation immediately prior to the estab-
lishment or designation of the U.S. in-
termediate holding company, and each 
bank holding company and insured de-
pository institution acquired by the 
foreign banking organization after es-
tablishment of the intermediate hold-
ing company, is subject to leverage 
capital requirements under 12 CFR part 
217 until December 31, 2017. 

(2) The Board may accelerate the ap-
plication of the leverage ratio to a U.S. 
intermediate holding company if it de-
termines that the foreign banking or-
ganization has taken actions to evade 
the application of this subpart. 

(C) Transition provisions for stress test-
ing. A U.S. intermediate holding com-
pany required to be established by July 
1, 2016 must comply with the stress test 
requirements set forth in paragraph 
(e)(5) of this section beginning on Janu-
ary 1, 2018, provided that each sub-
sidiary bank holding company and in-
sured depository institution controlled 
by the foreign banking organization 
immediately prior to the establish-
ment or designation of the U.S. inter-
mediate holding company, and each 
bank holding company and insured de-
pository institution acquired by the 
foreign banking organization after es-
tablishment of the intermediate hold-
ing company, must comply with the 
stress test requirements in subparts B, 
E, or F of this subpart, as applicable, 
until December 31, 2017. 

(2) Capital requirements for a U.S. in-
termediate holding company—(i) Risk- 
based capital and leverage requirements. 
(A) A U.S. intermediate holding com-
pany must calculate and meet all ap-
plicable capital adequacy standards set 
forth in 12 CFR part 217, other than 
subpart E of 12 CFR part 217, and com-
ply with all restrictions associated 
with applicable capital buffers, in the 
same manner as a bank holding com-
pany. 

(B) A U.S. intermediate holding com-
pany may choose to comply with sub-
part E of 12 CFR part 217. 

(C) Notwithstanding 12 CFR 
217.100(b), if a bank holding company is 
a subsidiary of a foreign banking orga-
nization that is subject to this section 
and the bank holding company is sub-
ject to subpart E of 12 CFR part 217, 
the bank holding company, with the 
Board’s prior written approval, may 
elect not to comply with subpart E of 
12 CFR part 217. 

(ii) Capital planning. A U.S. inter-
mediate holding company must comply 
with § 225.8 of Regulation Y in the same 
manner as a bank holding company. 

(3) Risk management and risk committee 
requirements—(i) General. A U.S. inter-
mediate holding company must estab-
lish and maintain a risk committee 
that approves and periodically reviews 
the risk management policies and over-
sees the risk-management framework 
of the U.S. intermediate holding com-
pany. The risk committee must be a 
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committee of the board of directors of 
the U.S. intermediate holding company 
(or equivalent thereof). The risk com-
mittee may also serve as the U.S. risk 
committee for the combined U.S. oper-
ations required pursuant to § 252.155(a). 

(ii) Risk-management framework. The 
U.S. intermediate holding company’s 
risk-management framework must be 
commensurate with the structure, risk 
profile, complexity, activities, and size 
of the U.S. intermediate holding com-
pany and consistent with the risk man-
agement policies for the combined U.S. 
operations of the foreign banking orga-
nization. The framework must include: 

(A) Policies and procedures estab-
lishing risk-management governance, 
risk-management procedures, and risk- 
control infrastructure for the U.S. in-
termediate holding company; and 

(B) Processes and systems for imple-
menting and monitoring compliance 
with such policies and procedures, in-
cluding: 

(1) Processes and systems for identi-
fying and reporting risks and risk-man-
agement deficiencies at the U.S. inter-
mediate holding company, including 
regarding emerging risks and ensuring 
effective and timely implementation of 
actions to address emerging risks and 
risk-management deficiencies; 

(2) Processes and systems for estab-
lishing managerial and employee re-
sponsibility for risk management of 
the U.S. intermediate holding com-
pany; 

(3) Processes and systems for ensur-
ing the independence of the risk-man-
agement function of the U.S. inter-
mediate holding company; and 

(4) Processes and systems to inte-
grate risk management and associated 
controls with management goals and 
the compensation structure of the U.S. 
intermediate holding company. 

(iii) Corporate governance require-
ments. The risk committee of the U.S. 
intermediate holding company must 
meet at least quarterly and otherwise 
as needed, and must fully document 
and maintain records of its pro-
ceedings, including risk-management 
decisions. 

(iv) Minimum member requirements. 
The risk committee must: 

(A) Include at least one member hav-
ing experience in identifying, assess-

ing, and managing risk exposures of 
large, complex financial firms; and 

(B) Have at least one member who: 
(1) Is not an officer or employee of 

the foreign banking organization or its 
affiliates and has not been an officer or 
employee of the foreign banking orga-
nization or its affiliates during the pre-
vious three years; and 

(2) Is not a member of the immediate 
family, as defined in § 225.41(b)(3) of the 
Board’s Regulation Y (12 CFR 
225.41(b)(3)), of a person who is, or has 
been within the last three years, an ex-
ecutive officer, as defined in § 215.2(e)(1) 
of the Board’s Regulation O (12 CFR 
215.2(e)(1)) of the foreign banking orga-
nization or its affiliates. 

(v) The U.S. intermediate holding 
company must take appropriate meas-
ures to ensure that it implements the 
risk management policies for the U.S. 
intermediate holding company and it 
provides sufficient information to the 
U.S. risk committee to enable the U.S. 
risk committee to carry out the re-
sponsibilities of this subpart. 

(4) Liquidity requirements. A U.S. in-
termediate holding company must 
comply with the liquidity risk-manage-
ment requirements in § 252.156 and con-
duct liquidity stress tests and hold a li-
quidity buffer pursuant to § 252.157. 

(5) Stress test requirements. A U.S. in-
termediate holding company must 
comply with the requirements of sub-
parts E and F of this part in the same 
manner as a bank holding company. 

[Reg. YY, 79 FR 17326, Mar. 27, 2014, as 
amended at 79 FR 64055, Oct. 27, 2014; 80 FR 
70673, Nov. 16, 2015; 82 FR 8310, Jan. 24, 2017] 

§ 252.154 Risk-based and leverage cap-
ital requirements for foreign bank-
ing organizations with combined 
U.S. assets of $50 billion or more. 

(a) General requirements. (1) A foreign 
banking organization with combined 
U.S. assets of $50 billion or more must 
certify to the Board that it meets cap-
ital adequacy standards on a consoli-
dated basis established by its home- 
country supervisor that are consistent 
with the regulatory capital framework 
published by the Basel Committee on 
Banking Supervision, as amended from 
time to time (Basel Capital Frame-
work). 
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(i) For purposes of this paragraph, 
home-country capital adequacy stand-
ards that are consistent with the Basel 
Capital Framework include all min-
imum risk-based capital ratios, any 
minimum leverage ratio, and all re-
strictions based on any applicable cap-
ital buffers set forth in ‘‘Basel III: A 
global regulatory framework for more 
resilient banks and banking systems’’ 
(2010) (Basel III Accord), each as appli-
cable and as implemented in accord-
ance with the Basel III Accord, includ-
ing any transitional provisions set 
forth therein. 

(ii) [Reserved] 
(2) In the event that a home-country 

supervisor has not established capital 
adequacy standards that are consistent 
with the Basel Capital Framework, the 
foreign banking organization must 
demonstrate to the satisfaction of the 
Board that it would meet or exceed 
capital adequacy standards at the con-
solidated level that are consistent with 
the Basel Capital Framework were it 
subject to such standards. 

(b) Reporting. A foreign banking orga-
nization with combined U.S. assets of 
$50 billion or more must provide to the 
Board reports relating to its compli-
ance with the capital adequacy meas-
ures described in paragraph (a) of this 
section concurrently with filing the FR 
Y–7Q. 

(c) Noncompliance with the Basel Cap-
ital Framework. If a foreign banking or-
ganization does not satisfy the require-
ments of this section, the Board may 
impose requirements, conditions, or re-
strictions relating to the activities or 
business operations of the U.S. oper-
ations of the foreign banking organiza-
tion. The Board will coordinate with 
any relevant State or Federal regu-
lator in the implementation of such re-
quirements, conditions, or restrictions. 
If the Board determines to impose one 
or more requirements, conditions, or 
restrictions under this paragraph, the 
Board will notify the company before it 
applies any requirement, condition or 
restriction, and describe the basis for 
imposing such requirement, condition, 
or restriction. Within 14 calendar days 
of receipt of a notification under this 
paragraph, the company may request 
in writing that the Board reconsider 
the requirement, condition, or restric-

tion. The Board will respond in writing 
to the company’s request for reconsid-
eration prior to applying the require-
ment, condition, or restriction. 

§ 252.155 Risk-management and risk- 
committee requirements for foreign 
banking organizations with com-
bined U.S. assets of $50 billion or 
more. 

(a) U.S. risk committee—(1) General. 
Each foreign banking organization 
with combined U.S. assets of $50 billion 
or more must maintain a U.S. risk 
committee that approves and periodi-
cally reviews the risk management 
policies of the combined U.S. oper-
ations of the foreign banking organiza-
tion and oversees the risk-management 
framework of such combined U.S. oper-
ations. The U.S. risk committee’s re-
sponsibilities include the liquidity 
risk-management responsibilities set 
forth in § 252.156(a). 

(2) Risk-management framework. The 
foreign banking organization’s risk- 
management framework for its com-
bined U.S. operations must be commen-
surate with the structure, risk profile, 
complexity, activities, and size of its 
combined U.S. operations and con-
sistent with its enterprise-wide risk 
management policies. The framework 
must include: 

(i) Policies and procedures estab-
lishing risk-management governance, 
risk-management procedures, and risk- 
control infrastructure for the combined 
U.S. operations of the foreign banking 
organization; and 

(ii) Processes and systems for imple-
menting and monitoring compliance 
with such policies and procedures, in-
cluding: 

(A) Processes and systems for identi-
fying and reporting risks and risk-man-
agement deficiencies, including regard-
ing emerging risks, on a combined U.S. 
operations basis and ensuring effective 
and timely implementation of actions 
to address emerging risks and risk- 
management deficiencies; 

(B) Processes and systems for estab-
lishing managerial and employee re-
sponsibility for risk management of 
the combined U.S. operations; 

(C) Processes and systems for ensur-
ing the independence of the risk-man-
agement function of the combined U.S. 
operations; and 
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(D) Processes and systems to inte-
grate risk management and associated 
controls with management goals and 
the compensation structure of the com-
bined U.S. operations. 

(3) Placement of the U.S. risk com-
mittee. (i) A foreign banking organiza-
tion that conducts its operations in the 
United States solely through a U.S. in-
termediate holding company must 
maintain its U.S. risk committee as a 
committee of the board of directors of 
its U.S. intermediate holding company 
(or equivalent thereof). 

(ii) A foreign banking organization 
that conducts its operations through 
U.S. branches or U.S. agencies (in addi-
tion to through its U.S. intermediate 
holding company, if any) may maintain 
its U.S. risk committee either: 

(A) As a committee of the global 
board of directors (or equivalent there-
of), on a standalone basis or as a joint 
committee with its enterprise-wide 
risk committee (or equivalent thereof); 
or 

(B) As a committee of the board of di-
rectors of its U.S. intermediate holding 
company (or equivalent thereof), on a 
standalone basis or as a joint com-
mittee with the risk committee of its 
U.S. intermediate holding company re-
quired pursuant to § 252.153(e)(3). 

(4) Corporate governance requirements. 
The U.S. risk committee must meet at 
least quarterly and otherwise as need-
ed, and must fully document and main-
tain records of its proceedings, includ-
ing risk-management decisions. 

(5) Minimum member requirements. The 
U.S. risk committee must: 

(i) Include at least one member hav-
ing experience in identifying, assess-
ing, and managing risk exposures of 
large, complex financial firms; and 

(ii) Have at least one member who: 
(A) Is not an officer or employee of 

the foreign banking organization or its 
affiliates and has not been an officer or 
employee of the foreign banking orga-
nization or its affiliates during the pre-
vious three years; and 

(B) Is not a member of the immediate 
family, as defined in § 225.41(b)(3) of the 
Board’s Regulation Y (12 CFR 
225.41(b)(3)), of a person who is, or has 
been within the last three years, an ex-
ecutive officer, as defined in § 215.2(e)(1) 
of the Board’s Regulation O (12 CFR 

215.2(e)(1)) of the foreign banking orga-
nization or its affiliates. 

(b) U.S. chief risk officer—(1) General. 
A foreign banking organization with 
combined U.S. assets of $50 billion or 
more or its U.S. intermediate holding 
company, if any, must appoint a U.S. 
chief risk officer with experience in 
identifying, assessing, and managing 
risk exposures of large, complex finan-
cial firms. 

(2) Responsibilities. (i) The U.S. chief 
risk officer is responsible for over-
seeing: 

(A) The measurement, aggregation, 
and monitoring of risks undertaken by 
the combined U.S. operations; 

(B) The implementation of and ongo-
ing compliance with the policies and 
procedures for the foreign banking or-
ganization’s combined U.S. operations 
set forth in paragraph (a)(2)(i) of this 
section and the development and im-
plementation of processes and systems 
set forth in paragraph (a)(2)(ii) of this 
section; and 

(C) The management of risks and risk 
controls within the parameters of the 
risk-control framework for the com-
bined U.S. operations, and the moni-
toring and testing of such risk con-
trols. 

(ii) The U.S. chief risk officer is re-
sponsible for reporting risks and risk- 
management deficiencies of the com-
bined U.S. operations, and resolving 
such risk-management deficiencies in a 
timely manner. 

(3) Corporate governance and reporting. 
The U.S. chief risk officer must: 

(i) Receive compensation and other 
incentives consistent with providing an 
objective assessment of the risks taken 
by the combined U.S. operations of the 
foreign banking organization; 

(ii) Be employed by and located in 
the U.S. branch, U.S. agency, U.S. in-
termediate holding company, if any, or 
another U.S. subsidiary; 

(iii) Report directly to the U.S. risk 
committee and the global chief risk of-
ficer or equivalent management offi-
cial (or officials) of the foreign banking 
organization who is responsible for 
overseeing, on an enterprise-wide basis, 
the implementation of and compliance 
with policies and procedures relating 
to risk-management governance, prac-
tices, and risk controls of the foreign 

VerDate Sep<11>2014 12:25 Feb 06, 2018 Jkt 244038 PO 00000 Frm 00461 Fmt 8010 Sfmt 8010 Q:\12\12V4.TXT 31kp
ay

ne
 o

n 
D

S
K

54
D

X
V

N
1O

F
R

 w
ith

 $
$_

JO
B



452 

12 CFR Ch. II (1–1–18 Edition) § 252.156 

banking organization, unless the Board 
approves an alternative reporting 
structure based on circumstances spe-
cific to the foreign banking organiza-
tion; 

(iv) Regularly provide information to 
the U.S. risk committee, global chief 
risk officer, and the Board regarding 
the nature of and changes to material 
risks undertaken by the foreign bank-
ing organization’s combined U.S. oper-
ations, including risk-management de-
ficiencies and emerging risks, and how 
such risks relate to the global oper-
ations of the foreign banking organiza-
tion; and 

(v) Meet regularly and as needed with 
the Board to assess compliance with 
the requirements of this section. 

(4) Liquidity risk-management require-
ments. The U.S. chief risk officer must 
undertake the liquidity risk-manage-
ment responsibilities set forth in 
§ 252.156(b). 

(c) Responsibilities of the foreign bank-
ing organization. The foreign banking 
organization must take appropriate 
measures to ensure that its combined 
U.S. operations implement the risk 
management policies overseen by the 
U.S. risk committee described in para-
graph (a) of this section, and its com-
bined U.S. operations provide sufficient 
information to the U.S. risk committee 
to enable the U.S. risk committee to 
carry out the responsibilities of this 
subpart. 

(d) Noncompliance with this section. If 
a foreign banking organization does 
not satisfy the requirements of this 
section, the Board may impose require-
ments, conditions, or restrictions re-
lating to the activities or business op-
erations of the combined U.S. oper-
ations of the foreign banking organiza-
tion. The Board will coordinate with 
any relevant State or Federal regu-
lator in the implementation of such re-
quirements, conditions, or restrictions. 

§ 252.156 Liquidity risk-management 
requirements for foreign banking 
organizations with combined U.S. 
assets of $50 billion or more. 

(a) Responsibilities of the U.S. risk com-
mittee. (1) The U.S. risk committee es-
tablished by a foreign banking organi-
zation pursuant to § 252.155(a) (or a des-
ignated subcommittee of such com-

mittee composed of members of the 
board of directors (or equivalent there-
of) of the U.S. intermediate holding 
company or the foreign banking orga-
nization, as appropriate) must: 

(i) Approve at least annually the ac-
ceptable level of liquidity risk that the 
foreign banking organization may as-
sume in connection with the operating 
strategies for its combined U.S. oper-
ations (liquidity risk tolerance), with 
concurrence from the foreign banking 
organization’s board of directors or its 
enterprise-wide risk committee, taking 
into account the capital structure, risk 
profile, complexity, activities, size of 
the foreign banking organization and 
its combined U.S. operations and the 
enterprise-wide liquidity risk tolerance 
of the foreign banking organization; 
and 

(ii) Receive and review information 
provided by the senior management of 
the combined U.S. operations at least 
semi-annually to determine whether 
the combined U.S. operations are oper-
ating in accordance with the estab-
lished liquidity risk tolerance and to 
ensure that the liquidity risk tolerance 
for the combined U.S. operations is 
consistent with the enterprise-wide li-
quidity risk tolerance established for 
the foreign banking organization. 

(iii) Approve the contingency funding 
plan for the combined U.S. operations 
described in paragraph (e) of this sec-
tion at least annually and whenever 
the foreign banking organization re-
vises its contingency funding plan, and 
approve any material revisions to the 
contingency funding plan for the com-
bined U.S. operations prior to the im-
plementation of such revisions. 

(b) Responsibilities of the U.S. chief risk 
officer—(1) Liquidity risk. The U.S. chief 
risk officer of a foreign banking orga-
nization with combined U.S. assets of 
$50 billion or more must review the 
strategies and policies and procedures 
established by senior management of 
the U.S. operations for managing the 
risk that the financial condition or 
safety and soundness of the foreign 
banking organization’s combined U.S. 
operations would be adversely affected 
by its inability or the market’s percep-
tion of its inability to meet its cash 
and collateral obligations (liquidity 
risk). 
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(2) Liquidity risk tolerance. The U.S. 
chief risk officer of a foreign banking 
organization with combined U.S. assets 
of $50 billion or more must review in-
formation provided by the senior man-
agement of the U.S. operations to de-
termine whether the combined U.S. op-
erations are operating in accordance 
with the established liquidity risk tol-
erance. The U.S. chief risk officer must 
regularly, and, at least semi-annually, 
report to the foreign banking organiza-
tion’s U.S. risk committee and enter-
prise-wide risk committee, or the 
equivalent thereof (if any) (or a des-
ignated subcommittee of such com-
mittee composed of members of the rel-
evant board of directors (or equivalent 
thereof)) on the liquidity risk profile of 
the foreign banking organization’s 
combined U.S. operations and whether 
it is operating in accordance with the 
established liquidity risk tolerance for 
the U.S. operations, and must establish 
procedures governing the content of 
such reports. 

(3) Business lines or products. (i) The 
U.S. chief risk officer of a foreign 
banking organization with combined 
U.S. assets of $50 billion or more must 
approve new products and business 
lines and evaluate the liquidity costs, 
benefits, and risks of each new business 
line and each new product offered, 
managed or sold through the foreign 
banking organization’s combined U.S. 
operations that could have a signifi-
cant effect on the liquidity risk profile 
of the U.S. operations of the foreign 
banking organization. The approval is 
required before the foreign banking or-
ganization implements the business 
line or offers the product through its 
combined U.S. operations. In deter-
mining whether to approve the new 
business line or product, the U.S. chief 
risk officer must consider whether the 
liquidity risk of the new business line 
or product (under both current and 
stressed conditions) is within the for-
eign banking organization’s established 
liquidity risk tolerance for its com-
bined U.S. operations. 

(ii) The U.S. risk committee must re-
view at least annually significant busi-
ness lines and products offered, man-
aged or sold through the combined U.S. 
operations to determine whether each 
business line or product creates or has 

created any unanticipated liquidity 
risk, and to determine whether the li-
quidity risk of each strategy or prod-
uct is within the foreign banking orga-
nization’s established liquidity risk 
tolerance for its combined U.S. oper-
ations. 

(4) Cash-flow projections. The U.S. 
chief risk officer of a foreign banking 
organization with combined U.S. assets 
of $50 billion or more must review the 
cash-flow projections produced under 
paragraph (d) of this section at least 
quarterly (or more often, if changes in 
market conditions or the liquidity po-
sition, risk profile, or financial condi-
tion of the foreign banking organiza-
tion or the U.S. operations warrant) to 
ensure that the liquidity risk of the 
foreign banking organization’s com-
bined U.S. operations is within the es-
tablished liquidity risk tolerance. 

(5) Liquidity risk limits. The U.S. chief 
risk officer of a foreign banking orga-
nization with combined U.S. assets of 
$50 billion or more must establish li-
quidity risk limits as set forth in para-
graph (f) of this section and review the 
foreign banking organization’s compli-
ance with those limits at least quar-
terly (or more often, if changes in mar-
ket conditions or the liquidity posi-
tion, risk profile, or financial condition 
of the U.S. operations of the foreign 
banking organization warrant). 

(6) Liquidity stress testing. The U.S. 
chief risk officer of a foreign banking 
organization with combined U.S. assets 
of $50 billion or more must: 

(i) Approve the liquidity stress test-
ing practices, methodologies, and as-
sumptions required in § 252.157(a) at 
least quarterly, and whenever the for-
eign banking organization materially 
revises its liquidity stress testing prac-
tices, methodologies or assumptions; 

(ii) Review the liquidity stress test-
ing results produced under § 252.157(a) 
of this subpart at least quarterly; and 

(iii) Approve the size and composi-
tion of the liquidity buffer established 
under § 252.157(c) of this subpart at 
least quarterly. 

(c) Independent review function. (1) A 
foreign banking organization with 
combined U.S. assets of $50 billion or 
more must establish and maintain a re-
view function that is independent of 
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the management functions that exe-
cute funding for its combined U.S. op-
erations to evaluate the liquidity risk 
management for its combined U.S. op-
erations. 

(2) The independent review function 
must: 

(i) Regularly, but no less frequently 
than annually, review and evaluate the 
adequacy and effectiveness of the for-
eign banking organization’s liquidity 
risk management processes within the 
combined U.S. operations, including its 
liquidity stress test processes and as-
sumptions; 

(ii) Assess whether the foreign bank-
ing organization’s liquidity risk man-
agement function of its combined U.S. 
operations complies with applicable 
laws, regulations, supervisory guid-
ance, and sound business practices; and 

(iii) Report material liquidity risk 
management issues to the U.S. risk 
committee and the enterprise-wide risk 
committee in writing for corrective ac-
tion, to the extent permitted by appli-
cable law. 

(d) Cash-flow projections. (1) A foreign 
banking organization with combined 
U.S. assets of $50 billion or more must 
produce comprehensive cash-flow pro-
jections for its combined U.S. oper-
ations that project cash flows arising 
from assets, liabilities, and off-balance 
sheet exposures over, at a minimum, 
short- and long-term time horizons. 
The foreign banking organization must 
update short-term cash-flow projec-
tions daily and must update longer- 
term cash-flow projections at least 
monthly. 

(2) The foreign banking organization 
must establish a methodology for mak-
ing cash-flow projections for its com-
bined U.S. operations that results in 
projections which: 

(i) Include cash flows arising from 
contractual maturities, intercompany 
transactions, new business, funding re-
newals, customer options, and other 
potential events that may impact li-
quidity; 

(ii) Include reasonable assumptions 
regarding the future behavior of assets, 
liabilities, and off-balance sheet expo-
sures; 

(iii) Identify and quantify discrete 
and cumulative cash-flow mismatches 
over these time periods; and 

(iv) Include sufficient detail to re-
flect the capital structure, risk profile, 
complexity, currency exposure, activi-
ties, and size of the foreign banking or-
ganization and its combined U.S. oper-
ations, and include analyses by busi-
ness line, currency, or legal entity as 
appropriate. 

(e) Contingency funding plan. (1) A 
foreign banking organization with 
combined U.S. assets of $50 billion or 
more must establish and maintain a 
contingency funding plan for its com-
bined U.S. operations that sets out the 
foreign banking organization’s strate-
gies for addressing liquidity needs dur-
ing liquidity stress events. The contin-
gency funding plan must be commensu-
rate with the capital structure, risk 
profile, complexity, activities, size, and 
the established liquidity risk tolerance 
for the combined U.S. operations. The 
foreign banking organization must up-
date the contingency funding plan for 
its combined U.S. operations at least 
annually, and when changes to market 
and idiosyncratic conditions warrant. 

(2) Components of the contingency 
funding plan—(i) Quantitative assess-
ment. The contingency funding plan for 
the combined U.S. operations must: 

(A) Identify liquidity stress events 
that could have a significant impact on 
the liquidity of the foreign banking or-
ganization and its combined U.S. oper-
ations; 

(B) Assess the level and nature of the 
impact on the liquidity of the foreign 
banking organization and its combined 
U.S. operations that may occur during 
identified liquidity stress events; 

(C) Identify the circumstances in 
which the foreign banking organization 
would implement its action plan de-
scribed in paragraph (e)(2)(ii)(A) of this 
section, which circumstances must in-
clude failure to meet any minimum li-
quidity requirement imposed by the 
Board on the foreign banking organiza-
tion’s U.S. operations; 

(D) Assess available funding sources 
and needs during the identified liquid-
ity stress events; 

(E) Identify alternative funding 
sources that may be used during the 
identified liquidity stress events; and 

(F) Incorporate information gen-
erated by the liquidity stress testing 
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required under § 252.157(a) of this sub-
part. 

(ii) Liquidity event management proc-
ess. The contingency funding plan for 
the combined U.S. operations must in-
clude an event management process 
that sets out the foreign banking orga-
nization’s procedures for managing li-
quidity during identified liquidity 
stress events for the combined U.S. op-
erations. The liquidity event manage-
ment process must: 

(A) Include an action plan that clear-
ly describes the strategies that the for-
eign banking organization will use to 
respond to liquidity shortfalls in its 
combined U.S. operations for identified 
liquidity stress events, including the 
methods that the company or the com-
bined U.S. operations will use to access 
alternative funding sources; 

(B) Identify a liquidity stress event 
management team that would execute 
the action plan in paragraph (e)(2)(i) of 
this section for the combined U.S. op-
erations; 

(C) Specify the process, responsibil-
ities, and triggers for invoking the con-
tingency funding plan, describe the de-
cision-making process during the iden-
tified liquidity stress events, and de-
scribe the process for executing contin-
gency measures identified in the action 
plan; and 

(D) Provide a mechanism that en-
sures effective reporting and commu-
nication within the combined U.S. op-
erations of the foreign banking organi-
zation and with outside parties, includ-
ing the Board and other relevant super-
visors, counterparties, and other stake-
holders. 

(iii) Monitoring. The contingency 
funding plan for the combined U.S. op-
erations must include procedures for 
monitoring emerging liquidity stress 
events. The procedures must identify 
early warning indicators that are tai-
lored to the capital structure, risk pro-
file, complexity, activities, and size of 
the foreign banking organization and 
its combined U.S. operations. 

(iv) Testing. A foreign banking orga-
nization must periodically test: 

(A) The components of the contin-
gency funding plan to assess the plan’s 
reliability during liquidity stress 
events; 

(B) The operational elements of the 
contingency funding plan, including 
operational simulations to test com-
munications, coordination, and deci-
sion-making by relevant management; 
and 

(C) The methods it will use to access 
alternative funding sources for its com-
bined U.S. operations to determine 
whether these funding sources will be 
readily available when needed. 

(f) Liquidity risk limits—(1) General. A 
foreign banking organization with 
combined U.S. assets of $50 billion or 
more must monitor sources of liquidity 
risk and establish limits on liquidity 
risk for the combined U.S. operations, 
including limits on: 

(i) Concentrations in sources of fund-
ing by instrument type, single 
counterparty, counterparty type, se-
cured and unsecured funding, and if ap-
plicable, other forms of liquidity risk; 

(ii) The amount of liabilities that 
mature within various time horizons; 
and 

(iii) Off-balance sheet exposures and 
other exposures that could create fund-
ing needs during liquidity stress 
events. 

(2) Size of limits. Each limit estab-
lished pursuant to paragraph (f)(1) of 
this section must be consistent with 
the established liquidity risk tolerance 
for the combined U.S. operations and 
reflect the capital structure, risk pro-
file, complexity, activities, and size of 
the combined U.S. operations. 

(g) Collateral, legal entity, and 
intraday liquidity risk monitoring. A for-
eign banking organization with com-
bined U.S. assets of $50 billion or more 
must establish and maintain proce-
dures for monitoring liquidity risk as 
set forth in this paragraph. 

(1) Collateral. The foreign banking or-
ganization must establish and main-
tain policies and procedures to monitor 
assets that have been or are available 
to be pledged as collateral in connec-
tion with transactions to which enti-
ties in its U.S. operations are counter-
parties. These policies and procedures 
must provide that the foreign banking 
organization: 

(i) Calculates all of the collateral po-
sitions for its combined U.S. operations 
on a weekly basis (or more frequently, 
as directed by the Board), specifying 
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the value of pledged assets relative to 
the amount of security required under 
the relevant contracts and the value of 
unencumbered assets available to be 
pledged; 

(ii) Monitors the levels of 
unencumbered assets available to be 
pledged by legal entity, jurisdiction, 
and currency exposure; 

(iii) Monitors shifts in the foreign 
banking organization’s funding pat-
terns, including shifts between 
intraday, overnight, and term pledging 
of collateral; and 

(iv) Tracks operational and timing 
requirements associated with accessing 
collateral at its physical location (for 
example, the custodian or securities 
settlement system that holds the col-
lateral). 

(2) Legal entities, currencies and busi-
ness lines. The foreign banking organi-
zation must establish and maintain 
procedures for monitoring and control-
ling liquidity risk exposures and fund-
ing needs of its combined U.S. oper-
ations, within and across significant 
legal entities, currencies, and business 
lines and taking into account legal and 
regulatory restrictions on the transfer 
of liquidity between legal entities. 

(3) Intraday exposure. The foreign 
banking organization must establish 
and maintain procedures for moni-
toring intraday liquidity risk exposure 
for its combined U.S. operations. These 
procedures must address how the man-
agement of the combined U.S. oper-
ations will: 

(i) Monitor and measure expected 
daily inflows and outflows; 

(ii) Maintain, manage and transfer 
collateral to obtain intraday credit; 

(iii) Identify and prioritize time-spe-
cific obligations so that the foreign 
banking organizations can meet these 
obligations as expected and settle less 
critical obligations as soon as possible; 

(iv) Control the issuance of credit to 
customers where necessary; and 

(v) Consider the amounts of collat-
eral and liquidity needed to meet pay-
ment systems obligations when assess-
ing the overall liquidity needs of the 
combined U.S. operations. 

§ 252.157 Liquidity stress testing and 
buffer requirements for foreign 
banking organizations with com-
bined U.S. assets of $50 billion or 
more. 

(a) Liquidity stress testing require-
ment—(1) General. (i) A foreign banking 
organization with combined U.S. assets 
of $50 billion or more must conduct 
stress tests to separately assess the po-
tential impact of liquidity stress sce-
narios on the cash flows, liquidity posi-
tion, profitability, and solvency of: 

(A) Its combined U.S. operations as a 
whole; 

(B) Its U.S. branches and agencies on 
an aggregate basis; and 

(C) Its U.S. intermediate holding 
company, if any. 

(ii) Each liquidity stress test re-
quired under this paragraph (a)(1) must 
use the stress scenarios described in 
paragraph (a)(3) of this section and 
take into account the current liquidity 
condition, risks, exposures, strategies, 
and activities of the U.S. operations. 

(iii) The liquidity stress tests re-
quired under this paragraph (a)(1) must 
take into consideration the balance 
sheet exposures, off-balance sheet ex-
posures, size, risk profile, complexity, 
business lines, organizational structure 
and other characteristics of the foreign 
banking organization and its combined 
U.S. operations that affect the liquid-
ity risk profile of the U.S. operations. 

(iv) In conducting a liquidity stress 
test using the scenarios described in 
paragraphs (a)(3)(i) and (iii) of this sec-
tion, the bank holding company must 
address the potential direct adverse 
impact of associated market disrup-
tions on the foreign banking organiza-
tion’s combined U.S. operations and 
the related indirect effect such impact 
could have on the combined U.S. oper-
ations of the foreign banking organiza-
tion and incorporate the potential ac-
tions of other market participants ex-
periencing liquidity stresses under the 
market disruptions that would ad-
versely affect the foreign banking or-
ganization or its combined U.S. oper-
ations. 

(2) Frequency. The liquidity stress 
tests required under paragraph (a)(1) of 
this section must be performed at least 
monthly. The Board may require the 
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foreign banking organization to per-
form stress testing more frequently 
than monthly. 

(3) Stress scenarios. (i) Each liquidity 
stress test conducted under paragraph 
(a)(1) of this section must include, at a 
minimum: 

(A) A scenario reflecting adverse 
market conditions; 

(B) A scenario reflecting an idiosyn-
cratic stress event for the U.S. 
branches/agencies and the U.S. inter-
mediate holding company, if any; and 

(C) a scenario reflecting combined 
market and idiosyncratic stresses. 

(ii) The foreign banking organization 
must incorporate additional liquidity 
stress scenarios into its liquidity stress 
test as appropriate based on the finan-
cial condition, size, complexity, risk 
profile, scope of operations, or activi-
ties of the combined U.S. operations, 
the U.S. branches and agencies, and the 
U.S. intermediate holding company, as 
applicable. The Board may require the 
foreign banking organization to vary 
the underlying assumptions and stress 
scenarios. 

(4) Planning horizon. Each stress test 
conducted under paragraph (a)(1) of 
this section must include an overnight 
planning horizon, a 30-day planning ho-
rizon, a 90-day planning horizon, a 1- 
year planning horizon, and any other 
planning horizons that are relevant to 
the liquidity risk profile of the com-
bined U.S. operations, the U.S. 
branches and agencies, and the U.S. in-
termediate holding company, if any. 
For purposes of this section, a ‘‘plan-
ning horizon’’ is the period over which 
the relevant stressed projections ex-
tend. The foreign banking organization 
must use the results of the stress test 
over the 30-day planning horizon to cal-
culate the size of the liquidity buffers 
under paragraph (c) of this section. 

(5) Requirements for assets used as 
cash-flow sources in a stress test. (i) To 
the extent an asset is used as a cash 
flow source to offset projected funding 
needs during the planning horizon in a 
liquidity stress test, the fair market 
value of the asset must be discounted 
to reflect any credit risk and market 
volatility of the asset. 

(ii) Assets used as cash-flow sources 
during the planning horizon must be 
diversified by collateral, counterparty, 

borrowing capacity, or other factors 
associated with the liquidity risk of 
the assets. 

(iii) A line of credit does not qualify 
as a cash flow source for purposes of a 
stress test with a planning horizon of 
30 days or less. A line of credit may 
qualify as a cash flow source for pur-
poses of a stress test with a planning 
horizon that exceeds 30 days. 

(6) Tailoring. Stress testing must be 
tailored to, and provide sufficient de-
tail to reflect, the capital structure, 
risk profile, complexity, activities, and 
size of the combined U.S. operations of 
the foreign banking organization and, 
as appropriate, the foreign banking or-
ganization as a whole. 

(7) Governance—(i) Stress test function. 
A foreign banking organization with 
combined U.S. assets of $50 billion or 
more, within its combined U.S. oper-
ations and its enterprise-wide risk 
management, must establish and main-
tain policies and procedures governing 
its liquidity stress testing practices, 
methodologies, and assumptions that 
provide for the incorporation of the re-
sults of liquidity stress tests in future 
stress testing and for the enhancement 
of stress testing practices over time. 

(ii) Controls and oversight. The foreign 
banking organization must establish 
and maintain a system of controls and 
oversight that is designed to ensure 
that its liquidity stress testing proc-
esses are effective in meeting the re-
quirements of this section. The con-
trols and oversight must ensure that 
each liquidity stress test appropriately 
incorporates conservative assumptions 
with respect to the stress scenario in 
paragraph (a)(3) of this section and 
other elements of the stress-test proc-
ess, taking into consideration the cap-
ital structure, risk profile, complexity, 
activities, size, and other relevant fac-
tors of the U.S. operations. These as-
sumptions must be approved by U.S. 
chief risk officer and subject to inde-
pendent review consistent with the 
standards set out in § 252.156(c). 

(iii) Management information systems. 
The foreign banking organization must 
maintain management information 
systems and data processes sufficient 
to enable it to effectively and reliably 
collect, sort, and aggregate data and 
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other information related to the liquid-
ity stress testing of its combined U.S. 
operations. 

(b) Reporting of liquidity stress tests re-
quired by home-country regulators. A for-
eign banking organization with com-
bined U.S. assets of $50 billion or more 
must make available to the Board, in a 
timely manner, the results of any li-
quidity internal stress tests and estab-
lishment of liquidity buffers required 
by regulators in its home jurisdiction. 
The report required under this para-
graph must include the results of its li-
quidity stress test and liquidity buffer, 
if required by the laws or regulations 
implemented in the home jurisdiction, 
or expected under supervisory guid-
ance. 

(c) Liquidity buffer requirement—(1) 
General. A foreign banking organiza-
tion with combined U.S. assets of $50 
billion or more must maintain a liquid-
ity buffer for its U.S. intermediate 
holding company, if any, calculated in 
accordance with paragraph (c)(2) of this 
section, and a separate liquidity buffer 
for its U.S. branches and agencies, if 
any, calculated in accordance with 
paragraph (c)(3) of this section. 

(2) Calculation of U.S. intermediate 
holding company buffer requirement. (i) 
The liquidity buffer for the U.S. inter-
mediate holding company must be suf-
ficient to meet the projected net 
stressed cash-flow need over the 30-day 
planning horizon of a liquidity stress 
test conducted in accordance with 
paragraph (a) of this section under 
each scenario set forth in paragraphs 
(a)(3)(i) through (iii) of this section. 

(ii) Net stressed cash-flow need. The 
net stressed cash-flow need for the U.S. 
intermediate holding company is equal 
to the sum of its net external stressed 
cash-flow need (calculated pursuant to 
paragraph (c)(2)(iii) of this section) and 
its net internal stressed cash-flow need 
(calculated pursuant to paragraph 
(c)(2)(iv) of this section) over the 30- 
day planning horizon. 

(iii) Net external stressed cash-flow 
need calculation. The net external 
stressed cash-flow need for a U.S. inter-
mediate holding company equals the 
difference between: 

(A) The projected amount of cash- 
flow needs that results from trans-
actions between the U.S. intermediate 

holding company and entities that are 
not its affiliates; and 

(B) The projected amount of cash- 
flow sources that results from trans-
actions between the U.S. intermediate 
holding company and entities that are 
not its affiliates. 

(iv) Net internal stressed cash-flow need 
calculation—(A) General. The net inter-
nal stressed cash-flow need for the U.S. 
intermediate holding company equals 
the greater of: 

(1) The greatest daily cumulative net 
intragroup cash-flow need over the 30- 
day planning horizon as calculated 
under paragraph (c)(2)(iv)(B) of this 
section; and 

(2) Zero. 
(B) Daily cumulative net intragroup 

cash-flow need calculation. The daily cu-
mulative net intragroup cash-flow need 
for the U.S. intermediate holding com-
pany for purposes of paragraph 
(c)(2)(iv)(A) of this section is calculated 
as follows: 

(1) Daily cumulative net intragroup 
cash-flow need. For any given day in 
the stress-test horizon, the daily cumu-
lative net intragroup cash-flow need is 
a daily cumulative net intragroup cash 
flow that is greater than zero. 

(2) Daily cumulative net intragroup 
cash flow. For any given day of the 
planning horizon, the daily cumulative 
net intragroup cash flow equals the 
sum of the net intragroup cash flow 
calculated for that day and the net 
intragroup cash flow calculated for 
each previous day of the stress-test ho-
rizon, as calculated in accordance with 
paragraph (c)(2)(iv)(C) of this section. 

(C) Net intragroup cash flow. For any 
given day of the stress-test horizon, 
the net intragroup cash flow equals the 
difference between: 

(1) The amount of cash-flow needs re-
sulting from transactions between the 
U.S. intermediate holding company 
and its affiliates (including any U.S. 
branch or U.S. agency) for that day of 
the planning horizon; and 

(2) The amount of cash-flow sources 
resulting from transactions between 
the U.S. intermediate holding company 
and its affiliates (including any U.S. 
branch or U.S. agency) for that day of 
the planning horizon. 

(D) Amounts secured by highly liquid 
assets. For the purposes of calculating 

VerDate Sep<11>2014 12:25 Feb 06, 2018 Jkt 244038 PO 00000 Frm 00468 Fmt 8010 Sfmt 8010 Q:\12\12V4.TXT 31kp
ay

ne
 o

n 
D

S
K

54
D

X
V

N
1O

F
R

 w
ith

 $
$_

JO
B



459 

Federal Reserve System § 252.157 

net intragroup cash flow under this 
paragraph, the amounts of intragroup 
cash-flow needs and intragroup cash- 
flow sources that are secured by highly 
liquid assets (as defined in paragraph 
(c)(7) of this section) must be excluded 
from the calculation. 

(3) Calculation of U.S. branch and 
agency liquidity buffer requirement. (i) 
The liquidity buffer for the foreign 
banking organization’s U.S. branches 
and agencies must be sufficient to meet 
the projected net stressed cash-flow 
need of the U.S. branches and agencies 
over the first 14 days of a stress test 
with a 30-day planning horizon, con-
ducted in accordance with paragraph 
(a) of this section under the scenarios 
described in paragraphs (a)(3)(i) 
through (iii) of this section. 

(ii) Net stressed cash-flow need. The 
net stressed cash-flow need of the U.S. 
branches and agencies of a foreign 
banking organization is equal to the 
sum of its net external stressed cash- 
flow need (calculated pursuant to para-
graph (c)(3)(iii) of this section) and net 
internal stressed cash-flow need (cal-
culated pursuant to paragraph (c)(3)(iv) 
of this section) over the first 14 days of 
the 30-day planning horizon. 

(iii) Net external stressed cash-flow 
need calculation. (A) The net external 
stressed cash-flow need of the U.S. 
branches and agencies equals the dif-
ference between: 

(1) The projected amount of cash-flow 
needs that results from transactions 
between the U.S. branches and agencies 
and entities other than the foreign 
bank’s non-U.S. offices and its U.S. and 
non-U.S. affiliates; and 

(2) The projected amount of cash-flow 
sources that results from transactions 
between the U.S. branches and agencies 
and entities other than the foreign 
bank’s non-U.S. offices and its U.S. and 
non-U.S. affiliates. 

(iv) Net internal stressed cash-flow need 
calculation—(A) General. The net inter-
nal stressed cash-flow need of the U.S. 
branches and agencies of the foreign 
banking organization equals the great-
er of: 

(1) The greatest daily cumulative net 
intragroup cash-flow need over the 
first 14 days of the 30-day planning ho-
rizon, as calculated under paragraph 
(c)(3)(iv)(B) of this section; and 

(2) Zero. 
(B) Daily cumulative net intragroup 

cash-flow need calculation. The daily cu-
mulative net intragroup cash-flow need 
of the U.S. branches and agencies of a 
foreign banking organization for pur-
poses of paragraph (c)(3)(iv) of this sec-
tion is calculated as follows: 

(1) Daily cumulative net intragroup 
cash-flow need. For any given day of 
the stress-test horizon, the daily cumu-
lative net intragroup cash-flow need of 
the U.S. branches and agencies means a 
daily cumulative net intragroup cash 
flow that is greater than zero. 

(2) Daily cumulative net intragroup 
cash flow. For any given day of the 
planning horizon, the daily cumulative 
net intragroup cash flow of the U.S. 
branches and agencies equals the sum 
of the net intragroup cash flow cal-
culated for that day and the net 
intragroup cash flow calculated for 
each previous day of the planning hori-
zon, each as calculated in accordance 
with this paragraph (c)(3)(iv)(C) of this 
section. 

(C) Net intragroup cash flow. For any 
given day of the planning horizon, the 
net intragroup cash flow must equal 
the difference between: 

(1) The amount of projected cash-flow 
needs resulting from transactions be-
tween a U.S. branch or U.S. agency and 
the foreign bank’s non-U.S. offices and 
its affiliates; and 

(2) The amount of projected cash-flow 
sources resulting from transactions be-
tween a U.S. branch or U.S. agency and 
the foreign bank’s non-U.S. offices and 
its affiliates. 

(D) Amounts secured by highly liquid 
assets. For the purposes of calculating 
net intragroup cash flow of the U.S. 
branches and agencies under this para-
graph, the amounts of intragroup cash- 
flow needs and intragroup cash-flow 
sources that are secured by highly liq-
uid assets (as defined in paragraph 
(c)(7) of this section) must be excluded 
from the calculation. 

(4) Location of liquidity buffer—(i) U.S. 
intermediate holding companies. A U.S. 
intermediate holding company must 
maintain in accounts in the United 
States the highly liquid assets com-
prising the liquidity buffer required 
under this section. To the extent that 
the assets consist of cash, the cash 
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may not be held in an account located 
at a U.S. branch or U.S. agency of the 
affiliated foreign banking organization 
or other affiliate that is not controlled 
by the U.S. intermediate holding com-
pany. 

(ii) U.S. branches and agencies. The 
U.S. branches and agencies of a foreign 
banking organization must maintain in 
accounts in the United States the high-
ly liquid assets comprising the liquid-
ity buffer required under this section. 
To the extent that the assets consist of 
cash, the cash may not be held in an 
account located at the foreign banking 
organization’s U.S. intermediate hold-
ing company or other affiliate. 

(7) Asset requirements. The liquidity 
buffer required in this section for the 
U.S. intermediate holding company or 
the U.S. branches and agencies must 
consist of highly liquid assets that are 
unencumbered, as set forth below: 

(i) Highly liquid asset. The asset must 
be a highly liquid asset. For these pur-
poses, a highly liquid asset includes: 

(A) Cash; 
(B) Securities issued or guaranteed 

by the United States, a U.S. govern-
ment agency, or a U.S. government- 
sponsored enterprise; or 

(C) Any other asset that the foreign 
banking organization demonstrates to 
the satisfaction of the Board: 

(1) Has low credit risk and low mar-
ket risk; 

(2) Is traded in an active secondary 
two-way market that has committed 
market makers and independent bona 
fide offers to buy and sell so that a 
price reasonably related to the last 
sales price or current bona fide com-
petitive bid and offer quotations can be 
determined within one day and settled 
at that price within a reasonable time 
period conforming with trade custom; 
and 

(3) Is a type of asset that investors 
historically have purchased in periods 
of financial market distress during 
which market liquidity has been im-
paired. 

(ii) Unencumbered. The asset must be 
unencumbered. For these purposes, an 
asset is unencumbered if it: 

(A) Is free of legal, regulatory, con-
tractual, or other restrictions on the 
ability of such company promptly to 
liquidate, sell or transfer the asset; and 

(B) Is either: 
(1) Not pledged or used to secure or 

provide credit enhancement to any 
transaction; or 

(2) Pledged to a central bank or a 
U.S. government-sponsored enterprise, 
to the extent potential credit secured 
by the asset is not currently extended 
by such central bank or U.S. govern-
ment-sponsored enterprise or any of its 
consolidated subsidiaries. 

(iii) Calculating the amount of a highly 
liquid asset. In calculating the amount 
of a highly liquid asset included in the 
liquidity buffer, the bank holding com-
pany must discount the fair market 
value of the asset to reflect any credit 
risk and market price volatility of the 
asset. 

(iv) Diversification. The liquidity buff-
er must not contain significant con-
centrations of highly liquid assets by 
issuer, business sector, region, or other 
factor related to the foreign banking 
organization’s risk, except with respect 
to cash and securities issued or guaran-
teed by the United States, a U.S. gov-
ernment agency, or a U.S. government- 
sponsored enterprise. 

§ 252.158 Capital stress testing re-
quirements for foreign banking or-
ganizations with combined U.S. as-
sets of $50 billion or more. 

(a) Definitions. For purposes of this 
section, the following definitions 
apply: 

(1) Eligible asset means any asset of 
the U.S. branch or U.S. agency held in 
the United States that is recorded on 
the general ledger of a U.S. branch or 
U.S. agency of the foreign banking or-
ganization (reduced by the amount of 
any specifically allocated reserves held 
in the United States and recorded on 
the general ledger of the U.S. branch or 
U.S. agency in connection with such 
assets), subject to the following exclu-
sions, and, for purposes of this defini-
tion, as modified by the rules of valu-
ation set forth in paragraph (a)(1)(ii) of 
this section. 

(i) The following assets do not qual-
ify as eligible assets: 

(A) Equity securities; 
(B) Any assets classified as loss at 

the preceding examination by a regu-
latory agency, outside accountant, or 
the bank’s internal loan review staff; 
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(C) Accrued income on assets classi-
fied loss, doubtful, substandard or 
value impaired, at the preceding exam-
ination by a regulatory agency, outside 
accountant, or the bank’s internal loan 
review staff; 

(D) Any amounts due from the home 
office, other offices and affiliates, in-
cluding income accrued but uncol-
lected on such amounts; 

(E) The balance from time to time of 
any other asset or asset category dis-
allowed at the preceding examination 
or by direction of the Board for any 
other reason until the underlying rea-
sons for the disallowance have been re-
moved; 

(F) Prepaid expenses and 
unamortized costs, furniture and fix-
tures and leasehold improvements; and 

(G) Any other asset that the Board 
determines should not qualify as an eli-
gible asset. 

(ii) The following rules of valuation 
apply: 

(A) A marketable debt security is 
valued at its principal amount or mar-
ket value, whichever is lower; 

(B) An asset classified doubtful or 
substandard at the preceding examina-
tion by a regulatory agency, outside 
accountant, or the bank’s internal loan 
review staff, is valued at 50 percent and 
80 percent, respectively; 

(C) With respect to an asset classified 
value impaired, the amount rep-
resenting the allocated transfer risk 
reserve that would be required for such 
exposure at a domestically chartered 
bank is valued at 0 and the residual ex-
posure is valued at 80 percent; and 

(D) Real estate located in the United 
States and carried on the accounting 
records as an asset are valued at net 
book value or appraised value, which-
ever is less. 

(2) Liabilities of all U.S. branches and 
agencies of a foreign banking organiza-
tion means all liabilities of all U.S. 
branches and agencies of the foreign 
banking organization, including ac-
ceptances and any other liabilities (in-
cluding contingent liabilities), but ex-
cluding: 

(i) Amounts due to and other liabil-
ities to other offices, agencies, 
branches and affiliates of such foreign 
banking organization, including its 

head office, including unremitted prof-
its; and 

(ii) Reserves for possible loan losses 
and other contingencies. 

(3) Pre-provision net revenue means 
revenue less expenses before adjusting 
for total loan loss provisions. 

(4) Stress test cycle has the same 
meaning as in subpart F of this part. 

(5) Total loan loss provisions means the 
amount needed to make reserves ade-
quate to absorb estimated credit losses, 
based upon management’s evaluation 
of the loans and leases that the com-
pany has the intent and ability to hold 
for the foreseeable future or until ma-
turity or payoff, as determined under 
applicable accounting standards. 

(b) In general. (1) A foreign banking 
organization with combined U.S. assets 
of $50 billion or more and that has a 
U.S. branch or U.S. agency must: 

(i) Be subject on a consolidated basis 
to a capital stress testing regime by its 
home-country supervisor that meets 
the requirements of paragraph (b)(2) of 
this section; 

(ii) Conduct such stress tests or be 
subject to a supervisory stress test and 
meet any minimum standards set by 
its home-country supervisor with re-
spect to the stress tests; and 

(iii) Provide to the Board the infor-
mation required under paragraph (c) of 
this section. 

(2) The capital stress testing regime 
of a foreign banking organization’s 
home-country supervisor must include: 

(i) An annual supervisory capital 
stress test conducted by the foreign 
banking organization’s home-country 
supervisor or an annual evaluation and 
review by the foreign banking organi-
zation’s home-country supervisor of an 
internal capital adequacy stress test 
conducted by the foreign banking orga-
nization; and 

(ii) Requirements for governance and 
controls of stress testing practices by 
relevant management and the board of 
directors (or equivalent thereof) of the 
foreign banking organization; 

(c) Information requirements—(1) In 
general. A foreign banking organization 
with combined U.S. assets of $50 billion 
or more must report to the Board by 
January 5 of each calendar year, unless 
such date is extended by the Board, 
summary information about its stress- 
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testing activities and results, including 
the following quantitative and quali-
tative information: 

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

(ii) A description of the conditions or 
scenarios used in the stress test; 

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

(iv) Estimates of: 
(A) Aggregate losses; 
(B) Pre-provision net revenue; 
(C) Total loan loss provisions; 
(D) Net income before taxes; and 
(E) Pro forma regulatory capital ra-

tios required to be computed by the 
home-country supervisor of the foreign 
banking organization and any other 
relevant capital ratios; and 

(v) An explanation of the most sig-
nificant causes for any changes in reg-
ulatory capital ratios. 

(2) Additional information required for 
foreign banking organizations in a net 
due from position. If, on a net basis, the 
U.S. branches and agencies of a foreign 
banking organization with combined 
U.S. assets of $50 billion or more pro-
vide funding to the foreign banking or-
ganization’s non-U.S. offices and non- 
U.S. affiliates, calculated as the aver-
age daily position over a stress test 
cycle for a given year, the foreign 
banking organization must report the 
following information to the Board by 
January 5 of each calendar year, unless 
such date is extended by the Board: 

(i) A detailed description of the 
methodologies used in the stress test, 
including those employed to estimate 
losses, revenues, and changes in capital 
positions; 

(ii) Estimates of realized losses or 
gains on available-for-sale and held-to- 
maturity securities, trading and 
counterparty losses, if applicable; and 
loan losses (dollar amount and as a per-
centage of average portfolio balance) in 
the aggregate and by material sub- 
portfolio; and 

(iii) Any additional information that 
the Board requests. 

(d) Imposition of additional standards 
for capital stress tests. (1) Unless the 
Board otherwise determines in writing, 
a foreign banking organization that 
does not meet each of the requirements 
in paragraph (b)(1) and (2) of this sec-
tion must: 

(i) Maintain eligible assets in its U.S. 
branches and agencies that, on a daily 
basis, are not less than 108 percent of 
the average value over each day of the 
previous calendar quarter of the total 
liabilities of all U.S. branches and 
agencies of the foreign banking organi-
zation; and 

(ii) To the extent that a foreign 
banking organization has not estab-
lished a U.S. intermediate holding 
company, conduct an annual stress test 
of its U.S. subsidiaries to determine 
whether those subsidiaries have the 
capital necessary to absorb losses as a 
result of adverse economic conditions; 
and report to the Board on an annual 
basis a summary of the results of the 
stress test that includes the informa-
tion required under paragraph (b)(1) of 
this section and any other information 
specified by the Board. 

(2) An enterprise-wide stress test 
that is approved by the Board may 
meet the stress test requirement of 
paragraph (d)(1)(ii) of this section. 

(3) Intragroup funding restrictions or li-
quidity requirements for U.S. operations. 
If a foreign banking organization does 
not meet each of the requirements in 
paragraphs (b)(1) and (2) of this section, 
the Board may require the U.S. 
branches and agencies of the foreign 
banking organization and, if the for-
eign banking organization has not es-
tablished a U.S. intermediate holding 
company, any U.S. subsidiary of the 
foreign banking organization, to main-
tain a liquidity buffer or be subject to 
intragroup funding restrictions. 

(e) Notice and response. If the Board 
determines to impose one or more con-
ditions under paragraph (d)(3) of this 
section, the Board will notify the com-
pany before it applies the condition, 
and describe the basis for imposing the 
condition. Within 14 calendar days of 
receipt of a notification under this 
paragraph, the company may request 
in writing that the Board reconsider 
the requirement. The Board will re-
spond in writing to the company’s re-
quest for reconsideration prior to ap-
plying the condition. 

VerDate Sep<11>2014 12:25 Feb 06, 2018 Jkt 244038 PO 00000 Frm 00472 Fmt 8010 Sfmt 8010 Q:\12\12V4.TXT 31kp
ay

ne
 o

n 
D

S
K

54
D

X
V

N
1O

F
R

 w
ith

 $
$_

JO
B


		Superintendent of Documents
	2020-01-11T12:00:06-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




