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actively oversee the covered bank’s risk-tak-
ing activities and hold management account-
able for adhering to the risk governance
framework. In providing active oversight,
the board of directors may rely on risk as-
sessments and reports prepared by inde-
pendent risk management and internal audit
to support the board’s ability to question,
challenge, and when necessary, oppose rec-
ommendations and decisions made by man-
agement that could cause the covered bank’s
risk profile to exceed its risk appetite or
jeopardize the safety and soundness of the
covered bank.

C. Erercise Independent Judgment. When
providing active oversight under paragraph
III.B. of these Guidelines, each member of
the board of directors should exercise sound,
independent judgment.

D. Include Independent Directors. To pro-
mote effective, independent oversight of the
covered bank’s management, at least two
members of the board of directors: 8

1. Should not be an officer or employee of
the parent company or covered bank and has
not been an officer or employee of the parent
company or covered bank during the pre-
vious three years;

2. Should not be a member of the imme-
diate family, as defined in §225.41(b)(3) of the
Board of Governors of the Federal Reserve
System’s Regulation Y (12 CFR 225.41(b)(3)),
of a person who is, or has been within the
last three years, an executive officer of the
parent company or covered bank, as defined
in §215.2(e)(1) of Regulation O (12 CFR
215.2(e)(1)); and

3. Should qualify as an independent direc-
tor under the listing standards of a national
securities exchange, as demonstrated to the
satisfaction of the OCC.

E. Provide Ongoing Training to All Directors.
The board of directors should establish and
adhere to a formal, ongoing training pro-
gram for all directors. This program should
consider the directors’ knowledge and expe-
rience and the covered bank’s risk profile.
The program should include, as appropriate,
training on:

1. Complex products, services, lines of busi-
ness, and risks that have a significant im-
pact on the covered bank;

2. Laws, regulations, and supervisory re-
quirements applicable to the covered bank;
and

3. Other topics identified by the board of
directors.

F. Self-Assessments. A covered bank’s board
of directors should conduct an annual self-

6This provision does not supersede other

regulatory requirements regarding the com-
position of the Board that apply to Federal
savings associations. These institutions
must continue to comply with such other re-
quirements.

12 CFR Ch. | (1-1-23 Edition)

assessment that includes an evaluation of its
effectiveness in meeting the standards in
section IIT of these Guidelines.

[79 FR 54545, Sept. 11, 2014]
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I. INTRODUCTION

A. Scope. This appendix applies to a cov-
ered bank, as defined in paragraph I.E.3. of
this appendix.

B. Compliance date.

1. A covered bank with average total con-
solidated assets, calculated according to
paragraph I.E.1. of this appendix, equal to or
greater than $250 billion as of January 28,
2019 should be in compliance with this appen-
dix on January 28, 2019.

2. A bank with average total consolidated
assets, calculated according to paragraph
I.E.1. of this appendix, of less than $250 bil-
lion as of January 28, 2019 but which subse-
quently becomes a covered bank should com-
ply with this appendix within 12 months of
becoming a covered bank.

C. Reservation of authority.

1. The OCC reserves the authority:

a. To apply this appendix, in whole or in
part, to a bank that has average total con-
solidated assets of less than $250 billion, if
the OCC determines such bank is highly
complex or otherwise presents a heightened
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Compitroller of the Currency, Treasury

risk that warrants the application of this ap-
pendix; or

b. To determine that compliance with this
appendix should not be required for a covered
bank. The OCC will generally make this de-
termination if a covered bank’s operations
are no longer highly complex or no longer
present a heightened risk.

2. In determining whether a bank or cov-
ered bank is highly complex or presents a
heightened risk, the OCC will consider the
bank’s size, risk profile, scope of operations,
activities, and complexity, including the
complexity of its organizational and legal
entity structure. Before exercising the au-
thority reserved by paragraph I.C.1. of this
appendix, the OCC will apply notice and re-
sponse procedures in the same manner and to
the same extent as the notice and response
procedures in 12 CFR 3.404.

D. Preservation of existing authority. Neither
section 39 of the Federal Deposit Insurance
Act (12 U.S.C. 1831p-1) nor this appendix in
any way limits the authority of the OCC to
address unsafe or unsound practices or condi-
tions or other violations of law. The OCC
may take action under section 39 and this
appendix independently of, in conjunction
with, or in addition to any other enforce-
ment action available to the OCC.

E. Definitions.

1. Awverage total consolidated assets means
the average total consolidated assets of the
bank or the covered bank, as reported on the
bank’s or the covered bank’s Consolidated
Reports of Condition and Income for the four
most recent consecutive quarters.

2. Bank means any insured national bank,
insured Federal savings association, or in-
sured Federal branch of a foreign bank.

3. Covered bank means any bank:

a. With average total consolidated assets
equal to or greater than $250 billion;

b. With average total consolidated assets
of less than $250 billion if the bank was pre-
viously a covered bank, unless the OCC de-
termines otherwise; or

c. With average total consolidated assets
less than $250 billion, if the OCC determines
that such bank is highly complex or other-
wise presents a heightened risk as to war-
rant the application of this appendix pursu-
ant to paragraph I.C.1.a. of this appendix.

4. Recovery means timely and appropriate
action that a covered bank takes to remain
a going concern when it is experiencing or is
likely to experience considerable financial or
operational stress. A covered bank in recov-
ery has not yet deteriorated to the point
where liquidation or resolution is imminent.

5. Recovery plan means a plan that identi-
fies triggers and options for responding to a
wide range of severe internal and external
stress scenarios to restore a covered bank
that is in recovery to financial strength and
viability in a timely manner. The options
should maintain the confidence of market
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participants, and neither the plan nor the
options may assume or rely on any extraor-
dinary government support.

6. Trigger means a quantitative or quali-
tative indicator of the risk or existence of
severe stress, the breach of which should al-
ways be escalated to senior management or
the board of directors (or appropriate com-
mittee of the board of directors), as appro-
priate, for purposes of initiating a response.
The breach of any trigger should result in
timely notice accompanied by sufficient in-
formation to enable management of the cov-
ered bank to take corrective action.

II. RECOVERY PLAN

A. Recovery plan. Each covered bank should
develop and maintain a recovery plan that is
specific to that covered bank and appro-
priate for its individual size, risk profile, ac-
tivities, and complexity, including the com-
plexity of its organizational and legal entity
structure.

B. Elements of recovery plan. A recovery
plan under paragraph II.A. of this appendix
should include the following elements:

1. Overview of covered bank. A recovery plan
should describe the covered bank’s overall
organizational and legal entity structure, in-
cluding its material entities, critical oper-
ations, core business lines, and core manage-
ment information systems. The plan should
describe interconnections and interdepend-
encies (i) across business lines within the
covered bank, (ii) with affiliates in a bank
holding company structure, (iii) between a
covered bank and its foreign subsidiaries,
and (iv) with critical third parties.

2. Triggers. A recovery plan should identify
triggers that appropriately reflect the cov-
ered bank’s particular vulnerabilities.

3. Options for recovery. A recovery plan
should identify a wide range of credible op-
tions that a covered bank could undertake to
restore financial strength and viability,
thereby allowing the bank to continue to op-
erate as a going concern and to avoid lig-
uidation or resolution. A recovery plan
should explain how the covered bank would
carry out each option and describe the tim-
ing required for carrying out each option.
The recovery plan should specifically iden-
tify the recovery options that require regu-
latory or legal approval.

4. Impact assessments. For each recovery op-
tion, a covered bank should assess and de-
scribe how the option would affect the cov-
ered bank. This impact assessment and de-
scription should specify the procedures the
covered bank would use to maintain the fi-
nancial strength and viability of its material
entities, critical operations, and core busi-
ness lines for each recovery option. For each
option, the recovery plan’s impact assess-
ment should address the following:

a. The effect on the covered bank’s capital,
liquidity, funding, and profitability;
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b. The effect on the covered bank’s mate-
rial entities, critical operations, and core
business lines, including reputational im-
pact; and

c. Any legal or market impediment or reg-
ulatory requirement that must be addressed
or satisfied in order to implement the op-
tion.

5. Escalation procedures. A recovery plan
should clearly outline the process for esca-
lating decision-making to senior manage-
ment or the board of directors (or an appro-
priate committee of the board of directors),
as appropriate, in response to the breach of
any trigger. The recovery plan should also
identify the departments and persons respon-
sible for executing the decisions of senior
management or the board of directors (or an
appropriate committee of the board of direc-
tors).

6. Management reports. A recovery Dplan
should require reports that provide senior
management or the board of directors (or an
appropriate committee of the board of direc-
tors) with sufficient data and information to
make timely decisions regarding the appro-
priate actions necessary to respond to the
breach of a trigger.

7. Communication procedures. A recovery
plan should provide that the covered bank
notify the OCC of any significant breach of a
trigger and any action taken or to be taken
in response to such breach and should ex-
plain the process for deciding when a breach
of a trigger is significant. A recovery plan
also should address when and how the cov-
ered bank will notify persons within the or-
ganization and other external parties of its
action under the recovery plan. The recovery
plan should specifically identify how the
covered bank will obtain required regulatory
or legal approvals.

8. Other information. A recovery plan should
include any other information that the OCC
communicates in writing directly to the cov-
ered bank regarding the covered bank’s re-
covery plan.

C. Relationship to other processes; coordina-
tion with other plans. The covered bank
should integrate its recovery plan into its
risk governance functions. The covered bank
also should align its recovery plan with its
other plans, such as its strategic; oper-
ational (including business continuity); con-
tingency; capital (including stress testing);
liquidity; and resolution planning. The cov-
ered bank’s recovery plan should be specific
to that covered bank. The covered bank also
should coordinate its recovery plan with any
recovery and resolution planning efforts by
the covered bank’s holding company, so that
the plans are consistent with and do not con-
tradict each other.

12 CFR Ch. | (1-1-23 Edition)

ITII. MANAGEMENT’S AND BOARD OF DIRECTORS’
RESPONSIBILITIES

The recovery plan should address the fol-
lowing management and board responsibil-
ities:

A. Management. Management should review
the recovery plan at least annually and in
response to a material event. It should revise
the plan as necessary to reflect material
changes in the covered bank’s size, risk pro-
file, activities, and complexity, as well as
changes in external threats. This review
should evaluate the organizational structure
and its effectiveness in facilitating a recov-
ery.

B. Board of directors. The board is respon-
sible for overseeing the covered bank’s re-
covery planning process. The board of direc-
tors (or an appropriate committee of the
board of directors) of a covered bank should
review and approve the recovery plan at
least annually, and as needed to address sig-
nificant changes made by management.

[81 FR 66800, Sept. 29, 2016, as amended at 83
FR 66607, Dec. 27, 2018]

PART 31—EXTENSIONS OF CREDIT
TO INSIDERS AND TRANS-
ACTIONS WITH AFFILIATES

Sec.

31.1 Authority.

31.2 Insider lending restrictions and report-
ing requirements.

31.3 Affiliate transactions requirements.
APPENDIX A TO PART 31—INTERPRETATIONS:
DEPOSITS BETWEEN AFFILIATED BANKS
APPENDIX B TO PART 31—COMPARISON OF SE-
LECTED PROVISIONS OF PARTS 32 AND 215

AUTHORITY: 12 U.S.C. 93a, 375a(4), 375b(3),
1463, 1467a(d), 1468, 1817(k), and 5412(b)(2)(B).

SOURCE: 61 FR 54536, Oct. 21, 1996, unless
otherwise noted.

§31.1 Authority.

This part is issued pursuant to 12
U.S.C. 93a, 375a(4), 375b(3), 1463,
1467a(d), 1468, 1817(k), and 5412(b)(2)(B),
as amended.

[82 FR 8109, Jan. 23, 2017]

§31.2 Insider lending restrictions and
reporting requirements.

(a) General rule. National banks, Fed-
eral savings associations, and their in-
siders shall comply with the provisions
contained in 12 CFR part 215 (Regula-
tion O).

(b) Enforcement. The Comptroller of
the Currency administers and enforces
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