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Attention: Comments

Re:  RIN 3064-A026: Processing of Deposit Accounts
and Large-Bank Deposit Insurance Modernization

Dear Mr. Feldman:

JPMorgan Chase Bank, N.A. (“JPMC”) appreciates the opportunity to comment on the Federal
Deposit Insurance Corporation (“FDIC”) notice of proposed rules that would: (i) establish the
FDIC’s practice for determining deposit account balances at a failed depository institution; and
(i1) require the largest depository institutions to draft procedures that would, in the event of the
depository institution’s failure, provide the FDIC with standard deposit account and customer

infonnatlion and enable the FDIC to place and release holds on liability accounts (the “Proposed
Rules™).

JPMC is a member of The Clearing House Association L.L.C. (the “Clearing House™) which has
submitted a comment letter on the Proposed Rules. JPMC wishes to express its full support of
the views expressed in that comment letter. In addition to agreeing with and supporting the
Clearing House comment letter JPMC has concluded that it is necessary to articulate and
emphasize certain additional points with respect to the Proposed Rules.

JPMC acknowledges the substantial efforts of the FDIC in improving the Proposed Rules over its
earlier proposals.” JPMC agrees with the objective of the FDIC in the Proposed Rules —
establishing the FDIC practice for timely determining deposit account balances at a failed
institution, providing a providing a prompt release of funds to depositors, and the least costly
resolution of a failed institution. We further agree that it is necessary to have a systematic

' Notice of Proposed Rulemaking, 73 Fed. Reg. 2364 (January 14, 2008).

? Advance Notice of Proposed Rulemaking, 71 Fed. Reg. 74857 (December 13, 2006); Advanced Notice of
Proposed Rulemaking 70 Fed. Reg. 73652 (December 13, 2005).
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approach for determining deposit account balances on the day an institution fails, based on the
institution’s end-of-day ledger and after the performance of the institution’s customary end-of-
day processes. We do, however, have concemns about aspects of the Proposed Rules, which we
view as unnecessary, complicated, and which we believe would increase costs of the services
which we provide to our customers.

The concerns on which this comment letter is focused and which we would like the FDIC to
consider in adopting its final rules, are concentrated on sweep products and can be categorized as
follows:

Cost and Burden

FDIC “Cutoff Point”
Sweeps Treatment
Sweeps: FDIC Holds
Implementation Timeline

L. Cost and Burden

The Proposed Rules offer the useful objectives of standardizing information and data, providing
a means to determining end-of-day deposit balances, and providing a mechanism for the FDIC to
systematically hold or release funds to customers of the failed depository institution. However,
those objectives need to be balanced against the costs that would be imposed on the covered
institutions. Large covered institutions such as JPMC have complex, multiple computer
platforms for customer deposit and sweep products. The complexity of such systems results
from the array of products, the geographic reach of large institutions and the merging of banks
and related entities.

The Proposed Rules point to system adjustments for differentiating types of sweep accounts in
accordance with new concepts articulated in the Proposed Rules, implementing systems to
enable holds and releases to be placed on all deposit accounts with formula to be determined at
the time of an institution’s failure, and developing mechanisms to implement an artificial cutoff
point for end-of-day transactions, all of which need to be tested by the institution and the FDIC.
Our experience is that any changes to the operating and computer systems for deposit account
and sweep account products, even if deemed “small”, will require hundred of person hours and
significant costs. The exact number of person hours and costs to extensively change these
systems cannot yet be calculated without additional details from the FDIC.

It is our view that the FDIC needs to both simplify its proposals and provide additional details
with respect to its concepts of new approaches for determining end-of-day balances in order that
we may be able to properly assess the hours and costs of the proposed system changes. Some of
the ways to arrive at the better result of simplification are set forth in following sections of this
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