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the requirements of the latest edition
and addenda of the Code incorporated
by reference in paragraph (b) of this
section 12 months before the start of the
120-month inspection interval (or the
optional ASME Code cases listed in
NRC Regulatory Guide 1.147, Revision
16, when using Section XI; or
Regulatory Guide 1.192 when using the
OM Code, that are incorporated by
reference in paragraph (b) of this
section), subject to the conditions listed
in paragraph (b) of this section.
However, a licensee whose inservice
inspection interval commences during
the 12 through 18-month period after
July 21, 2011 may delay the update of
their Appendix VIII program by up to
18 months after July 21, 2011.

* * * * *

(5) All hot-leg operating temperature
welds in Inspection Items G, H, J, and
K must be inspected each interval. A 25
percent sample of Inspection Item G, H,
J and K cold-leg operating temperature
welds must be inspected whenever the
core barrel is removed (unless it has
already been inspected within the past
10 years) or 20 years, whichever is less.
* * * * *

(10) General Note (b) to Figure 5(a) of
Code Case N-770—-1 pertaining to
alternative examination volume for
optimized weld overlays may not be
applied unless NRC approval is
authorized under paragraphs (a)(3)(i) or
(a)(3)(ii) of this section.

* * * * *

Dated at Rockville, Maryland, this 17th day
of January 2012.

For the Nuclear Regulatory Commission.
Cindy Bladey,

Chief, Rules, Announcements, and Directives
Branch, Division of Administrative Services,
Office of Administration.

[FR Doc. 2012-1212 Filed 1-20-12; 8:45 am]
BILLING CODE 7590-01-P

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Part 360
RIN 3064—-AD59

Resolution Plans Required for Insured
Depository Institutions With $50 Billion
or More in Total Assets

AGENCY: Federal Deposit Insurance
Corporation (“FDIC”).
ACTION: Final rule.

SUMMARY: The FDIC is adopting this
final rule (“Rule”) requiring an insured

depository institution with $50 billion
or more in total assets to submit
periodically to the FDIC a contingent
plan for the resolution of such
institution in the event of its failure
(“Resolution Plan”’). The Rule
establishes the requirements for
submission and content of a Resolution
Plan, as well as procedures for review
by the FDIC. The Rule requires a
covered insured depository institution
(“CIDI”’) to submit a Resolution Plan
that should enable the FDIC, as receiver,
to resolve the institution under Sections
11 and 13 of the Federal Deposit
Insurance Act (“FDI Act”), 12 U.S.C.
1821 and 1823, in a manner that ensures
that depositors receive access to their
insured deposits within one business
day of the institution’s failure (two
business days if the failure occurs on a
day other than Friday), maximizes the
net present value return from the sale or
disposition of its assets and minimizes
the amount of any loss to be realized by
the institution’s creditors. The Rule is
intended to address the continuing
exposure of the banking industry to the
risks of insolvency of large and complex
insured depository institutions, an
exposure that can be mitigated with
proper resolution planning.

The Interim Final Rule, which
preceded this Rule, was effective
January 1, 2012, and remains in effect
until superseded by this Rule on April
1, 2012.

DATES: The Rule is effective April 1,
2012.

FOR FURTHER INFORMATION CONTACT: ]ohn
F. Simonson, Deputy Director, Office of
Complex Financial Institutions, (202)
898-6681, Hashim Hamandi, Section
Chief, Office of Complex Financial
Institutions, (202) 898—-6884, Richard T.
Aboussie, Associate General Counsel,
(703) 562—2452, David N. Wall,
Assistant General Counsel, (703) 562—
2440, Mark A. Thompson, Counsel,
(703) 562—2529, Mark G. Flanigan,
Counsel, (202) 898—7426, or Shane
Kiernan, Senior Attorney, (703) 562—
2632.

SUPPLEMENTARY INFORMATION:

I. Background

The FDIC is charged by Congress with
the responsibility for insuring the
deposits of banks and thrifts in the
United States, and with serving as
receiver of such institutions if those
banks and thrifts should fail. As of
September 30, 2011, the FDIC insured
approximately $6.78 trillion in deposits
in more than 7,445 depository
institutions. To evaluate potential loss

176 FR 58379 (September 21, 2011).

severity and to enable it to perform its
resolution functions most efficiently,
the FDIC is requiring each insured
depository institution with $50 billion
or more in total assets to submit
periodically to the FDIC a Resolution
Plan. Currently, 37 insured depository
institutions are covered by the Rule.
Those institutions held approximately
$4.14 trillion in insured deposits or
nearly 61 percent of all insured deposits
as of September 30, 2011.

In implementing the deposit
insurance program and in efficiently
and effectively resolving failed
depository institutions, the FDIC
strengthens the stability of, and helps
maintain public confidence in, the
banking system in the United States. In
its efforts to achieve this objective and
to implement its insurance and
resolution functions, the FDIC requires
a comprehensive understanding of the
organization, operation and business
practices of insured depository
institutions in the United States, with
particular attention to the nation’s
largest and most complex insured
depository institutions.

To ensure that the FDIC can
effectively carry out these core
responsibilities, the Rule requires a
limited number of the largest insured
depository institutions to provide the
FDIC with essential information
concerning their structure, operations,
business practices, financial
responsibilities and risk exposures. The
Rule requires these institutions to
develop and submit detailed plans
demonstrating how such insured
depository institutions could be
resolved in an orderly and timely
manner in the event of receivership. The
Rule also makes a critically important
contribution to the FDIC’s
implementation of its statutory
receivership responsibilities by
providing the FDIC as receiver with the
information it needs to make orderly
and cost-effective resolutions much
more feasible. Based upon its
experience resolving failed insured
depository institutions (and in
particular, large and complex insured
depository institutions), the FDIC has
concluded that Resolution Plans for
large and complex insured depository
institutions are essential for their
orderly and least-cost resolution and the
development of such plans should begin
promptly.

Since the recent financial crisis began
in late 2008, financial authorities
throughout the world have recognized
and agreed that advance planning for
the resolution of large, complex
financial institutions is critical to
minimizing the disruption that a failure
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of such an institution may have as well
as the costs of its resolution. At the 2009
Pittsburgh Summit, and in response to
the crisis, the G20 Leaders called on the
Financial Stability Board (“FSB”) to
propose possible measures to address
the ““too big to fail”” and moral hazard
concerns associated with systemically
important financial institutions.
Specifically, the G20 Leaders called for
the development of “internationally
consistent firm-specific contingency and
resolution plans.” The FSB continues its
efforts to develop the international
standards for contingency and
resolution plans and to evaluate how to
improve the capacity of national
authorities to implement orderly
resolutions of large and interconnected
financial firms and periodically reports
its progress to the G20 Leaders.?

The FSB’s program has built on work
undertaken by the Basel Committee on
Banking Supervision’s Cross-border
Bank Resolution Group, co-chaired by
the FDIG, since 2007. In its final Report
and Recommendations of the
Crossborder Bank Resolution Group,
issued on March 18, 2010, the Basel
Committee emphasized the importance
of preplanning and the development of
practical and credible plans to promote
resiliency in periods of severe financial
distress and to facilitate a rapid
resolution should that be necessary. In
its review of the financial crisis, the
Report found that one of the main
lessons was that the complexity and
interconnectedness of large financial
conglomerates made crisis management
and resolutions more difficult and
unpredictable.

Similarly, the FSB’s Principles for
Cross-Border Cooperation on Crisis
Management commit national
authorities to ensure that firms develop
adequate contingency plans, including
information regarding group structure,
and legal, financial and operational
intra-group dependencies; the
interlinkages between the firms and
financial system (e.g., in markets and
infrastructures) in each jurisdiction in
which they operate; and potential
impediments to a coordinated solution
stemming from the legal frameworks
and bank resolution procedures of the
countries in which the firm operates.
The FSB Crisis Management Working
Group has recommended that
supervisors ensure that firms are
capable of supplying in a timely fashion
the information that may be required by

2 See ‘“Progress in the Implementation of the G20
Recommendations for Strengthening Financial
Stability” Reports of the Financial Stability Board
to G20 Finance Ministers and Central Bank
Governors dated February 15, 2011, and April 10,
2011.

the authorities in managing a financial
crisis. The FSB recommendations
strongly encourage firms to maintain
contingency plans and procedures for
use in a resolution situation (e.g.,
factsheets that could easily be used by
insolvency practitioners), and to review
them regularly to ensure that they
remain accurate and adequate. On July
19, 2011, the FSB issued a public
consultation on proposed measures to
address systemic risk and moral hazard
posed by systemically important
financial institutions, which includes
proposed measures for improved
resolution planning by firms and
authorities.? The Rule supports and
complements these international efforts.

In addition, Section 165(d) of the
Dodd-Frank Wall Street Reform and
Consumer Protection Act (the “Dodd-
Frank Act”), 12 U.S.C. 5365(d), adopted
July 21, 2010, mandates that each
covered company periodically submit to
the Board of Governors of the Federal
Reserve System (“FRB”), the Financial
Stability Oversight Council, and the
FDIC the plan of such company for
rapid and orderly resolution under the
Bankruptcy Code in the event of
material financial distress or failure
(“DFA Resolution Plan”’). This
requirement applies to each nonbank
financial company subjected to
supervision by the Federal Reserve
Board under Title I of the Dodd-Frank
Act and each bank holding company
with assets of $50 billion or more,
including foreign bank holding
companies with U.S. financial
operations.

The Rule is intended to complement
the resolution plan requirements of the
Dodd-Frank Act. The Rule requires each
insured depository institution with $50
billion or more in total assets to submit
periodically to the FDIC a contingent
plan for the resolution by the FDIC, as
receiver, of such institution under the
Federal Deposit Insurance Act (“FDI
Act”) in the event of the institution’s
failure. Currently, with the exception of
three thrifts covered by the Rule,
holding companies of each insured
depository institution covered by the
Rule are expected to file a DFA
Resolution Plan. While a DFA

3 See Financial Stability Board, ‘“‘Consultative
Document: Effective Resolution of Systemically
Important Financial Institutions—
Recommendations and Timelines,” 17 (July 19,
2011), available at http://
www.financialstabilityboard.org/publications/

r 110719.pdf (“‘An adequate, credible [recovery and
resolution plan] should be required for any firm
that is assessed by its home authority to have a
potential impact on financial stability.”) Annex 5 of
the Consultative Document sets out a
comprehensive proposed framework and content
for such plans.

Resolution Plan will describe the plan
to resolve each parent holding company
under the Bankruptcy Code, the Rule is
focused on planning the resolution of
the subsidiary insured depository
institution, a resolution that will not be
conducted under the Bankruptcy Code,
but rather will be conducted under the
receivership and liquidation provisions
of the FDI Act.# The Rule sets forth the
elements that are expected to be
included in an insured depository
institution’s Resolution Plan. The
requirements for DFA Resolution Plans
are provided in FRB and FDIC
regulations relating thereto (“Section
165(d) rule”).5

The FDI Act gives the FDIC broad
authority to carry out its statutory
responsibilities, and to obtain the
information required by the Rule. The
FDIC’s roles as insurer and receiver
require a distinct focus on potential loss
severities, default risks, complexities in
structure and operations, and other
factors that impact risk to the Deposit
Insurance Fund and the ability of the
FDIC to conduct an orderly resolution.
The authority to issue the Rule is
provided by Section 9(a) Tenth of the
FDI Act, 12 U.S.C. 1819(a) Tenth, which
authorizes the FDIC to prescribe, by its
Board of Directors, such rules and
regulations as it may deem necessary to
carry out the provisions of the FDI Act
or of any other law that the FDIC is
responsible for administering or
enforcing. The FDIC also has authority
to adopt regulations governing the
operations of its receiverships pursuant
to Section 11(d)(1) of the FDI Act. 12
U.S.C. 1821(d)(1). Collection of the
information required by the Rule is also
supported by the FDIC’s broad authority
to conduct examinations of depository
institutions to determine the condition
of the insured depository institution,
including special examinations,
12 U.S.C 1820(b)(3).

II. Interim Final Rule: Summary of
Comments

The FDIC originally proposed the
resolution plan rule through a Notice of
Proposed Rulemaking (“NPR”)
published in the Federal Register on
May 17, 2010.5 The NPR solicited
public comment on all aspects of the
NPR. The comment period ended on
July 16, 2010, and eight comments were
received. On September 21, 2011, the

4 Sections 11 and 13 of the FDI Act, 12 U.S.C.
1821 and 1823.

5 See FRB and FDIC Final Rule: Resolution Plans
Required, 76 FR 67323 (November 1, 2011).

675 FR 27464, entitled ”” Special Reporting,
Analysis and Contingent Resolution Plans at
Certain Large Depository Institutions” (the
“Proposed Rule”).


http://www.financialstabilityboard.org/publications/r_110719.pdf
http://www.financialstabilityboard.org/publications/r_110719.pdf
http://www.financialstabilityboard.org/publications/r_110719.pdf
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FDIC caused to be published in the
Federal Register an Interim Final Rule
(the “IFR”).” The FDIC invited public
comment on all aspects of the IFR and
posed specific questions to the public
regarding the scope of coverage,
definitions of terms used in the IFR,
strategic analysis, governance,
informational elements and process.
The comment period ended on
November 21, 2011.

The FDIC received seven comment
letters from individuals and banking
organizations, as well as industry and
trade groups representing the banking,
insurance and financial services
industry. Six of these comments
specifically address provisions of the
IFR. The comment letters generally
expressed support for the broader goals
of the IFR to require CIDIs to provide
the FDIC with essential information
concerning their structure, operations,
business practices, financial
responsibilities and risk exposures, and
to develop and submit detailed plans
demonstrating how such insured
depository institutions could be
resolved under the FDI Act in an orderly
and timely manner in the event of
receivership. Some comment letters
expressed concern that the IFR did not
conform closely enough with the
Section 165(d) rule, and others
suggested that the Rule more
specifically describe certain information
that a CIDI must provide. By and large,
the comments received fit within
several of the categories of questions
posed by the FDIC to the public in the
IFR. One comment addressed the FDIC’s
burden estimate. These comments are
summarized below.

Scope

The IFR requires each insured
depository institution with $50 billion
or more in total assets to submit
periodically to the FDIC a plan for the
resolution of such institution in the
event of its failure. The $50 billion in
asset threshold was an increase from the
$10 billion in asset threshold proposed
in the NPR although the NPR also
required the CIDI to be owned by a
holding company with $100 billion or
more in assets. One commenter agreed
that only insured depository institutions
with $50 billion or more in assets
should be subject to the Rule while
those insured depository institutions
with less than $50 billion in assets
should not be because their holding
company structures and affiliate
relationships are simple enough that
they would not impede resolution under
the FDI Act.

776 FR 58379.

Another commenter advocated a
coverage threshold using the aggregate
assets of all consolidating and non-
consolidating entities in the holding
company group in order to mitigate the
risk that assets are allocated among
smaller entities to avoid being subject to
the Rule. This commenter suggested that
an insured depository institution should
be covered if the group’s aggregate
assets exceed $50 billion.

One commenter was critical of the
inclusion of savings association
subsidiaries of savings and loan holding
companies because savings associations
typically focus on consumer and retail
lending rather than commercial banking
and do not present the complexity and
the kind of threat to the deposit
insurance fund or financial system that
the Rule attempts to address. This
commenter suggests that the rule should
be imposed only on savings associations
in financial distress, if other factors
present a threat to the deposit insurance
fund or the economy, or if the parent
company has been designated as a
systemically important financial
institution by the Financial Stability
Oversight Council; or, alternatively,
only if the savings association is over
$50 billion and receives a CAMELS
rating of 3 or worse or its parent
receives an equivalent low rating.
Additionally, this commenter suggests
that the FDIC modify the Rule in a
manner that would base a subsidiary
insured depository institution’s duty to
file a Resolution Plan upon the
requirement that the subsidiary’s parent
financial company file a DFA
Resolution Plan.

Strategic Analysis

With respect to strategic analysis, one
commenter suggested that the FDIC
consider a recapitalization of a CIDI as
an alternative to traditional resolution
methods, believing that such a strategy
would be more effective during
financial panic than would be a
liquidation of assets or sale to a third
party pursuant to a traditional purchase
and assumption agreement. The same
commenter recommended eliminating
the requirement that the CIDI
demonstrate the resolution strategy as
“least-costly”” because only the FDIC
can make such a determination and it
does not have to be made until failure.
Further, according to this commenter, a
requirement that the CIDI demonstrate
that the strategy is least costly dissuades
the CIDI from considering other
resolution strategies as only one strategy
could be “least-cost.”

The IFR requires that a Resolution
Plan provide a detailed description of
the processes the CIDI employs for

assessing the feasibility of the plan
under idiosyncratic and industry-wide
stress scenarios. One commenter
requests clarification of this terminology
in light of the requirement that the
Resolution Plan strategies should take
into account that the failure of the CIDI
may occur under baseline, adverse and
severely adverse economic conditions.
This commenter believes that the Rule’s
reference to “idiosyncratic and
industry-wide stress scenarios” be
deleted to avoid internal inconsistency
and to better harmonize the relevant
provisions of the Rule.

Another commenter suggests that the
Rule take into account the differences
among organizations and the range of
strategies that each may consider. This
commenter requests that less complex
institutions be given the ability to
submit streamlined Resolution Plans
tailored to nature and risk profile of the
CIDI.

The IFR allows a CIDI to submit its
initial Resolution Plan assuming the
baseline conditions only, or, if a
baseline scenario is not then available,
a reasonable substitute developed by the
CIDI. One commenter believes that the
FDIC should not allow a CIDI to submit
its initial Resolution Plan assuming the
baseline conditions only and
recommends that CIDIs be required to
assume adverse and severely adverse
economic conditions for their initial
Resolution Plans in order to increase
confidence in, and the integrity of, the
resolution planning process.

One commenter recommends
adopting language directing CIDIs to
identify and discuss ‘‘potential barriers
to effective resolution and actions to
mitigate these” in order to conform to
the FSB’s key attributes of effective
resolution regimes for financial
institutions.

Governance

One commenter suggests that the Rule
clearly permit a committee, rather than
a single “‘senior management official,”
to be responsible for development,
maintenance, implementation and filing
of the Resolution Plan. This commenter
suggests that the Rule clarify that it
would be appropriate for the CIDI to
divide such responsibilities among
multiple senior management officials or
assign them to a committee, and points
out that the Section 165(d) rule
recognizes that the responsibility need
not be vested in an individual by
referring to ““senior management
official(s)”” responsible for resolution
planning.
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Informational Elements

The IFR sets forth a number of
informational elements that a CIDI
should include in its plan. One
commenter notes that the IFR required
a description of material effects that any
material event may have on the
Resolution Plan and summary of
changes that are required to the
Resolution Plan, whereas the Section
165(d) rule only requires an explanation
of why the event may require changes.
This commenter recommends that the
FDIC not require more detailed
information with the notice of material
events than would be required under
the Section 165(d) rule.

The IFR requires identification in the
Resolution Plan of each payment,
clearing and settlement system of which
a CIDI is a member. A commenter
suggests that the Rule require
identification of “material” payment,
clearing and settlement systems, and
recommends that the Rule be conformed
to the Section 165(d) rule, which limits
disclosure to systems on which a
covered company conducts a material
number or value amount of trades or
transactions.

The same commenter recommends
that the Rule qualify the common or
shared personnel, facilities, or systems
requirements so that the Resolution Plan
only need identify ‘key’” common or
shared personnel, facilities, or systems.
This commenter argues that, without a
qualifier, the Rule would require
exhaustive lists of personnel and
systems that would be of little practical
use to the FDIC. The commenter points
out the limitation of the scope of a
parallel informational requirement in
the Section 165(d) rule, which requires
identification of interconnections and
interdependencies that, if disrupted,
would materially affect funding or
operations.

This commenter also requests that the
requirement to describe non-U.S.
components of the CIDI’s structure and
operations be limited to material or key
components because it believes it would
be more useful to focus on the assets,
operations, interrelationships and
exposures that are material to the
resolution of the CIDI.

Another commenter thought that the
IFR overlooks contingent liabilities for
correspondent banking and unfunded
lending commitments to government
subdivisions and social service
agencies. This commenter believes that
these entities would suffer if CIDI fails
and the receiver repudiates its funding
obligation, and such action could lead
to public panic or distrust in the event
that the agency is unable to find another

source of liquidity. This commenter
suggests that the reporting of unfunded
commitments would enable FDIC to
develop an action plan to mitigate the
adverse effects resulting from the
cessation of funding.

Process

The IFR requires a CIDI to
demonstrate its capability to promptly
produce the information and data
underlying its plan in a format
acceptable to the FDIC. One commenter
believes that this requirement would be
better addressed through the FDIC’s
ongoing review of Resolution Plans than
through a rule-based requirement, and
points out how the Section 165(d) rule
eliminated a similar data-production
requirement in favor of a supervisory
approach. This commenter also states
that informational requirements are
being developed and data capabilities
are evolving, and such improvement
and evolution should be part of the
supervisory process.

One commenter points out several
date discrepancies between the IFR and
the Section 165(d) rule. First, there is a
difference in effective dates between the
IFR, which is effective on January 1,
2012, and the Section 165(d) rule,
which is effective on November 30,
2011. The commenter believes that the
measurement date should be the same to
ensure that any company subject to the
Section 165(d) rule and any of its
subsidiary insured depository
institutions subject to the Rule will have
the same initial and subsequent
Resolution Plan submission dates. A
change in size during the gap between
effective dates could result in
Resolution Plans under the two rules
being due on different dates. Second,
there is a discrepancy between the plan
submission dates for an insured
depository institution that becomes
subject to the IFR after its effective date
and a company that becomes subject to
the Section 165(d) rule after its effective
date. Under the Section 165(d) rule, a
company that becomes covered after the
effective date must submit its initial
plan by July 1 of the following year,
provided that July 1 of the following
year is at least 270 days after the date
on which the company becomes
covered. Under the IFR, an insured
depository institution that that becomes
covered after the effective date must
submit its initial plan by July 1 of the
following year, without any proviso
ensuring that the CIDI have 270 days
from the date it becomes covered to
submit its plan. The commenter urges
the FDIC to add a similar proviso to the
Rule to ensure consistency between the
rules and to avoid the potential for

different submission dates for a
company subject to the Section 165(d)
rule and its CIDI subsidiary. Third, it is
possible that an insured depository
institution that becomes a CIDI after the
effective date could have a different
initial submission date than if it had
been covered as of the effective date
because it would presumably have to
file on July 1 of the following year,
rather than in accordance with the
staggered schedule. The commenter
suggests that the FDIC use its
discretionary authority to permit a new
CIDI additional time to submit its initial
plan in these circumstances to avoid
differential treatment of similarly
situated insured depository institutions.

One commenter points out that, under
both the IFR and the Section 165(d)
rule, CIDIs and covered companies are
required to file a notice within 45 days
of any event, occurrence, change in
conditions or circumstances or other
change that results in, or could
reasonably be foreseen to have, a
material effect on the Resolution Plan.
The Section 165(d) rule provides that
such notice is not required if the date by
which the notice must be submitted is
within 90 days of the annual Resolution
Plan submission date, while the IFR
only provides a 45-day window. The
commenter requests that the two
requirements be conformed.

A commenter suggests the Rule
provide that the FDIC will consult with
the appropriate federal banking agency
for the CIDI and its parent company
before determining that a Resolution
Plan is not credible. This commenter
also suggests that the Rule provide that
the FDIC will consult with the
appropriate foreign supervisors,
including the relevant home-country
supervisor for the foreign-based parent
of the CIDI, before issuing any notice of
deficiencies, imposing any requirements
or restrictions, or taking any other
similar remedial action.

One commenter states that, in
determining whether a Resolution Plan
is credible, the FDIC should consider
whether the resolution strategy
envisions breaking the entity into
subcomponents for sale. This
commenter believes that any Resolution
Plan that excludes breakup as an option
only perpetuates the risk that the Rule
intends to mitigate.

Burden

One commenter states that the burden
on CIDIs whose parent company is not
required to file a Resolution Plan under
the Section 165(d) rule could be
significant and likely exceeds the FDIC’s
published estimate. Although this
commenter does not provide a specific
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burden estimate, it anticipates that the
resources required to produce a
Resolution Plan is several times the
FDIC’s 7,200 hours estimate. The
commenter believes the FDIC’s estimate
may be accurate for CIDIs, whose parent
is filing a DFA Resolution Plan, but it
does not account for the additional
burden on savings associations whose
parent would not be filing a DFA
Resolution Plan.

The FDIC has carefully considered the
comments and has made appropriate
revisions to the Rule as described
below.

III. Section-by-Section Analysis of Rule

Definitions. Section 360.10(b) defines
certain terms, including “core business
lines,” “critical services,” ‘“covered
insured depository institution,” “parent
company,” “parent company affiliate”
and ‘“material entity,” which are key
definitions in the Rule.

“Core business lines” means those
business lines of the CIDI, including
associated operations, services,
functions and support that, in the view
of the CIDI, upon failure would result in
a material loss of revenue, profit, or
franchise value. The core business lines
of the CIDI are valuable assets of the
CIDIL The Resolution Plan should
provide a strategy for the sale of the core
business lines. The Section 165(d) rule
contains a similar definition but, for the
Section 165(d) rule the core business
lines are determined from the
perspective of the covered company
rather than the CIDI. For example, the
CIDI may be providing services to its
holding company, such as payment
services, that support a business line of
its holding company, such as a
brokerage service, that is not a core
business line of the CIDI. In such
example, payment services may be
identified as a core business line of the
CIDI, while its holding company
identifies brokerage services as a
business line in its DFA Resolution
Plan.

“Covered insured depository
institution” means an insured
depository institution with $50 billion
or more in total assets, as determined
based upon the average of the
institution’s four most recent Reports of
Condition and Income or Thrift
Financial Reports, as applicable to the
insured depository institution. Although
several commenters requested changes
in the scope of insured depository
institutions covered by the Rule, after
consideration of those comments, the
Rule has not been amended. The FDIC
needs the information required by the
Rule before an institution is in financial
distress. The purpose of the Rule is to

enable the FDIC to perform its
resolution functions most efficiently
through extensive planning in
cooperation with the CIDI and to
enhance its ability to evaluate potential
loss severity if an institution fails.
History instructs us that the financial
condition of a large institution can
deteriorate rapidly, and such
deterioration is exacerbated in illiquid
markets. Additionally, requiring all
insured depository institutions of
significant size to focus on resolution
planning will focus attention on hidden
or nascent deficiencies that healthy
institutions may have.

“Critical Services” means services
and operations of the CIDI, such as
servicing, information technology
support and operations, human
resources and personnel that are
necessary to continue the day-to-day
operation of the CIDI. The Resolution
Plan should provide for the
continuation and funding of critical
services. For clarity and to avoid
confusion, the term “critical services”
differs substantially from the term
“critical operations” as used in the
Section 165(d) rule. The term ““critical
operations” is used to designate
operations of a covered company the
discontinuation of which would pose a
threat to the financial stability of the
United States. In contrast, the term
“critical services” is used in the Rule to
mean those functions that must be kept
operational during the resolution
process to allow the receiver to conduct
the resolution in an orderly and efficient
manner.

“Parent company’’ means the
company that controls, directly or
indirectly, an insured depository
institution. In a multi-tiered holding
company structure, parent company
means the top-tier of the multi-tiered
holding company only.

“Parent company affiliate’” means any
affiliate of the parent company other
than the CIDI and subsidiaries of the
CIDI. The term is used in identifying the
exposures or reliance that the CIDI has
on entities in its affiliated group that are
not owned or otherwise controlled by
the CIDI. In a multi-tier holding
company structure, the term includes all
holding companies of the CIDI (except
the top-tier holding company) and their
affiliates (other than the top-tier holding
company, the CIDI and subsidiaries of
the CIDI).

“Material entity’”” means a company
that is significant to the activities of a
critical service or core business line. For
example, the legal entity utilized by the
CIDI as the contracting entity for a core
business line would be a material entity.
Also, a subsidiary of the CIDI that

provides a critical service would be a
material entity.

Resolution Plans to be submitted by
the CIDI to the FDIC. Pursuant to
Section 360.10(c), the initial filings will
be staggered to correspond to the
schedule of filings by parent companies
under the Section 165(d) rule. This
schedule also allows the FDIC to focus
on the most complex or largest
institutions first. In response to
comments on the IFR, the date for
calculating total nonbank assets in the
Rule has been change to November 30,
2011. The Rule requires the first filing
group, which consists of each CIDI
whose parent company, as of November
30, 2011, had $250 billion or more in
total nonbank assets (or in the case of a
parent company that is a foreign-based
company, such company’s total U.S.
nonbank assets), to file their initial
Resolution Plans on July 1, 2012. The
Rule requires the second filing group,
which consists of each CIDI not
included in the first group whose parent
company, as of November 30, 2011, had
$100 billion or more in total nonbank
assets (or, in the case of a parent
company that is a foreign-based
company, such company’s total U.S.
nonbank assets) to file their initial
Resolution Plans on or before July 1,
2013. The Rule requires the third filing
group, which consists of the remaining
CIDIs, to file their initial Resolution
Plans on or before December 31, 2013.
The Rule also provides that, on a case-
by-case basis, the FDIC may extend,
upon request, the implementation and
updating time frames of the Rule.

After the initial Resolution Plan is
submitted, each CIDI is required to
submit a new Resolution Plan annually
on or before the anniversary date of the
date for the submission of its initial
plan.

With respect to an insured depository
institution that becomes a CIDI after the
effective date of the Rule and in
response to comments, the Rule was
revised to coincide with the Section
165(d) rule’s filing requirement for such
an institution’s parent. The Rule
provides that an insured depository
institution that becomes a CIDI after the
effective date of the Rule shall submit
its initial Resolution Plan no later than
the next July 1 following the date the
insured depository institution becomes
a CIDI, provided such date occurs no
earlier than 270 days after the date on
which the insured depository institution
became a CIDL

A CIDI is required to file a notice no
later than 45 days after any event,
occurrence, change in conditions or
circumstances or change which results
in, or could reasonably be foreseen to
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have, a material effect on the Resolution
Plan of the CIDI. The FDIC desires a
notice only when an event results in, or
could reasonably be foreseen to have, a
material effect on the Resolution Plan of
the CIDI such that the Resolution Plan
would be ineffective or require material
amendment to be effective. A notice is
not required if an event does not result
in, or could not reasonably be foreseen
to have, a material effect on the
Resolution Plan of the CIDI. In regard to
what constitutes a material effect on the
Resolution Plan, the effect on the
Resolution Plan should be of such
significance as to render the Resolution
Plan ineffective, in whole or in part,
until an update is made to the plan. A
notice should describe the event,
occurrence or change and explain why
the event, occurrence or change may
require changes to the resolution plan.
One commenter noted that the IFR
provision regarding notice of material
event varied from the similar provision
in the Section 165(d) rule and requested
that the Rule be modified to be
consistent with the Section 165(d) rule.
The Rule has been modified to be
consistent with the Section 165(d) rule
with respect to both the content of the
notice and the exception, i.e., under the
Rule, a CIDI is not required to file a
notice of material event within 90 days
prior to the date on which it is required
to file its annual resolution plan.

Incorporation of data and other
information from a Dodd-Frank Act
resolution plan. The CIDI may
incorporate data and other information
from a DFA Resolution Plan filed by its
parent company.

Content of the Resolution Plan.
Section 360.10(c)(2) requires each CIDI
to submit a Resolution Plan that should
enable the FDIC to resolve the CIDI in
the event of its insolvency under the
FDI Act in a manner that ensures that
depositors receive access to their
insured deposits within one business
day of the institution’s failure (two
business days if the failure occurs on a
day other than Friday), maximizes the
net present value return from the sale or
disposition of its assets and minimizes
the amount of any loss realized by the
creditors in the resolution in accordance
with Sections 11 and 13 of the FDI Act,
12 U.S.C. 1821 and 1823, and specifies
the minimum content of the Resolution
Plan. The Resolution Plan strategies
should take into account that failure of
the CIDI may occur under the baseline,
adverse and severely adverse economic
conditions developed by the FRB
pursuant to 12 U.S.C. 5365(i)(1)(B);
provided, however, a CIDI may submit
its initial Resolution Plan assuming the
baseline conditions only, or, if a

baseline scenario is not then available,

a reasonable substitute developed by the
CIDI. While one commenter suggested
that a CIDI’s first iteration of a
Resolution Plan should assume a
baseline, adverse and severely adverse
economic conditions, the FDIC
recognizes the burden that the Rule
imposes on CIDIs and the challenge that
CIDIs face in preparing their initial
Resolution Plans. To reduce this
burden, the FDIC is requiring that
feasibility for initial Resolution Plans be
assessed under only baseline economic
condition scenarios. Subsequent
Resolution Plans must assess feasibility
under adverse and severely adverse
economic condition scenarios as well.

The Resolution Plan should include
an executive summary that summarizes
the key elements of the CIDI’s strategic
plan for resolution under the FDI Act in
the event of its insolvency. After the
CIDI files its initial plan, each annual
Resolution Plan should also describe
material events, such as acquisitions,
sales, litigation and operational changes,
since the most recently filed plan that
may have a material effect on the plan,
material changes to the CIDI’s
Resolution Plan from its most recently
filed plan, and any actions taken by the
CIDI since filing of the previous plan to
improve the effectiveness of its
Resolution Plan or remediate or
otherwise mitigate any material
weaknesses or impediments to the
effective and timely execution of the
Resolution Plan.

The Resolution Plan should provide
the CIDI’s, parent company’s, and
affiliates’ legal and functional structures
and identify core business lines. A
mapping of core business lines,
including material asset holdings and
liabilities related thereto, to material
entities should be provided that
identifies which legal entities are
utilized in the conduct of such business
line. The Resolution Plan should
include a discussion of the CIDI’s
overall deposit activities including,
among other things, unique aspects of
the deposit base or underlying systems
that may create operational complexity
for the FDIC or result in extraordinary
resolution expenses in the event of
failure and a description of the branch
organization, both domestic and foreign.
Key personnel tasked with managing
core business lines and deposit
activities and the CIDI’s branch
organization should be identified.

The Resolution Plan should identify
critical services and providers of critical
services. A mapping of critical services
to material entities and core business
lines should be provided that identifies
which legal entities are providing the

critical services and which business
lines are utilizing the critical services.
The Resolution Plan should describe the
CIDI'’s strategy for continuing critical
services in the event of the CIDI’s
failure. When critical services are
provided by the parent company or a
parent company affiliate, the Resolution
Plan should describe the CIDI’s strategy
for continuing critical services in the
event