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Summary: Representatives of the TBAC briefed Board members on their assessment of 
financial stability and on the current outlook for the U.S. banking system. TBAC representatives 
briefly offered their views on selected issues associated with section 165(e) of the Dodd-Frank 
Act. Section 165(e) requires the Board of Governors to establish single counterparty credit 
limits for bank holding companies with consolidated assets exceeding $50 billion. The Board's 
proposed rule for implementing section 165 of the Dodd Frank Act was published for public 
comment in the Federal Register in December 2011. The TBAC representatives expressed 
concerns about a number of aspects of the proposed rule. They were concerned that counterparty 
credit limits would apply to exposures to central clearing counterparties (CCPs) and noted that 
other parts of the Dodd-Frank Act require clearing of certain derivatives transactions through 
CCPs. In addition, TBAC representatives were concerned about the proposed treatment of 
exposures to foreign governments. Finally, TBAC representatives raised questions about the 
proposed methodology to calculate counterparty credit exposures for transactions such as credit 
default swaps and securities lending. TBAC representatives noted that implementing the rules as 
currently proposed would adversely affect liquidity across a number of important financial 
markets. 


