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Dear Mr. deV. Frierson:

The Institute of International Bankers (“I1B") appreciates the opportunity to comment on
the proposal by the Board of Governors of the Federal Reserve System (the “Board™) to adopt a
new “Banking Organization Systemic Risk Report” (Form FR Y-15) to collect consolidated
systemic risk data from large U.S.-headquartered bank holding companies (“U.S. BHCs") and
savings and loan holding companies (“U.S. SLHCs") and aggregated systemic risk information
on the U.S. operations of certain foreign banking organizations (“FBOs”)." The IIB represents
internationally headquartered financial institutions from over 35 countries around the world
doing business in the United States. The 11B’s members consist principally of FBOs that operate
branches and agencies, bank subsidiaries and broker-dealer and other nonbank financial
subsidiaries in the United States. Each FBO that would be covered by the proposed reporting
requirement, as prescribed by the reporting criteria set forth in the Draft Instructions, is a
member of the 11B.

Executive Summary

We have significant concerns with the Proposal and would welcome the opportunity to
meet with Board staff to discuss them further. As applied to FBOs, the Proposal provides that
only those with $50 billion or more of assets in their combined U.S. operations (including
branches) are required to file Form FR Y-15 (such FBOs, “Reporting FBOs™). In addition, the

t See 77 Fed. Reg. 50102, 50104 - 50106 (August 20, 2012) (together with the draft Form FR Y-15 and draft
instructions thereto, each dated July 11, 2012 (respectively, the “Draft Form ER Y-15" and the “Draft Instructions"),

the “Proposal”).

The Institute’s mission is to help resolve the many special legislative, mregulatory
and tax issues confronting internationally headquartered finandial imstitutions
that engage in banking, securities and/or insuramce activities in the United States.
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Proposal requires reporting only with respect to those U.S. operations. We agree with this
approach as the basis on which information should be reported by FBOs for the supervisory
purposes described in the Proposal in the event the Board determines to adopt such a reporting
requirement.

However, we do not agree with what appears to be the Proposal’s underlying premise that
exactly the same type of information required by the Board from U.S. BHCs for submission to
the Basel Committee on Banking Supervision (the “Basel Committee™) for use in connection
with its assessments of global systemically important banks (“G-SIBs”) and the determination of
appropriate capital surcharges for stich banks is also required from FBOs with respect to their
combined U.S. operations in order to (i) facilitate the Board's assessments of the systemic risk
implications of proposed mergers and acquisitions, and (ii) assist in determining whether a
banking organization should be designated in the United States as a domestic systemically
important bank” (“"D-SIB”). The supervisory purposes driving reporting by U.S. BHCs and by
FBOs with respect to their combined U.S. operations are sighificantly different and should not be
conflated in a manner that requires that Reporting FBOs report exactly the same type information
and with the same degree of granularity as U.S. BHCs and that reporting by U.S. BHCs and
Reporting FBOs be eoterminus.

Moreover, the Proposal appears to assume, incorrectly, that the highly granular
information required from a Reporting FBO with respect to its combined U.S. operations
currently is readily available and therefore can be collected and filed without difficulty by
February 14, 2013 with respect to the condition of its combined U.S. operations as of December
31, 2012, As discussed below, Reporting FBOs will not be able to comply with this time frame
becatise they will not be able to compile the required information within this period. The
magnitude of the actions that Reporting FBOs would have to take in order to comply with the
Proposal is so great that simply extending the time period further into 2013 would not help.

Even more to the point, there is simply no compelling reason to mandate for Reporting
FBOs such anew and expansive information reporting requirement without giving sulbstantially
more consideration to the need for and utility of information that should be required from FBOs
with respect to their combined U.S. operations in order to serve the supervisory puirposes
described in the Proposal. Given the inchoate status of the Board’s consideration of systemic
risk assessments and the fact that the Basel D-SIB framework was announced only 8 days ago,
there is no need to rush to ajudgment on these questions. Further, if it is determined that some
type of information reporting requirement is necessary, it is essential that Reporting FBOs (i) be
provided areasonable period of time to develop, test and implement the systems, procedures and
controls necessary to collect and report such information; and (ii) until then, be held only to a
“pest efforts” standard for the preparation and filing of any reguired reports.

Our other key concerns with the Proposal focus on (i) the requirement that Form FR Y-15

be signed and attested by the reporting entity’s Chief Financial Officer (“CFQO™); and (ii) the
proposal to make Form FR Y-15 publicly available. With respect to the CFO’s signature and
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attestation, we recommend that any new information reporting requirement that might be
established for the purposes described in the Proposal instead permit signature and attestation by
a duly authorized official of a Reporting FBO. Regarding public availability of the reported
information, we recommend that, given the reasons for collecting the information from
Reporting FBOSs, all reported information be designated and treated as confidential supervisory
information. Our other comments seek clarification of certain other aspects of the Proposal.
These recommendations and other comments are offered to the extent the Board determines to
apply to FBOs a reporting requirement for the supervisory purposes described in the Proposal
and should not be viewed as endorsing the adoption of such arequirement or the use of Draft
Form FR Y-15 te implement it.

We respectfully urge the Board to withdraw the Proposal as it applies to FBOs,
reconsider the matter in light of the concerns and considerations discussed in this letter and
thereafter, should it determine that some type of information reporting by FBOs with
respect to their combined U.S. operations is necessary for these purposes, issue a new
proposal for comment.

L Principal Concerns with Incorporating the Basel Committee’s G-SIB Methadology
into the Proposal As It Applies To FBOs

As described in the Proposal, the reporting requirement is intended to serve two general
purposes:?

o TheBoard will submit the information reported on Form FR Y-15 by U.S. BHCs to the
Basel Committee for its use in identifying G-SIBs and prescribing appropriate G-SIB
capital surcharges. The Proposal explains that the line items of the various Schedules to
Form FR Y-15 accordingly are “derived directly from™ the Basel Committee’s G-SIB
methodology.?

o TheBoard will use the information reported on Form FR Y-15 by @l reporting entities —
U.S. BHCs, U.S. SLHCs and FBOs (but only with respect to their combined U.S.
operations) to assess the systemic risk implications of proposed mergers and acquisitions,
and such information also may be used to determine whether an institution is a D-SIB.

We believe that substantially all, if not all, Reporting FBOs currently either have been
initially identified by the Financial Stability Board and the Basel Committee as G-SIBs or are
within the global sample of banks used by the Basel Committee in conducting its annual G-SIB

2 See id. at 50105.

3 See id. The Basel Committee's methodology is set forth in “Global Systemically Important Banks:
Assessment Methodollogy and the Additional Loss Absorbency Requirement” (November 2011), availaiilfe at
http://www .bis.org/publ/bcbs207.pdff.
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assessments. In either case, the assessment of these FBOs as G-SIBs is based on information
regarding their global, consolidated operations — as is the case with the Basel Commmnittise's
assessments of U.S. BHCs as G-SIBs - and does not require any separate reporting with respect
to the FBOs' U.S. operations. The Proposal recognizes that the information reported by FBOs
on Form FR Y-15 is not relevant to the Basel Committee’s G-SIB assessment process, but it
appears to take as a given that exactly the same type of information reported by FBOs for
purposes of G-SIB assessments, albeit limited to their combined U.S. operations, should be used
as well in assessing the systemic risk implications of proposed mergers and acquisitions and the
designation of banking organizations as D-SIBs.

Our principal concerns with the rationale for the Form FR Y-15 reporting requirement
are that it appears erroneously, we would submit, to assume that: (1) FBOs in the regular course
of their business either (i) without great difficulty can disaggregate from the consolidated
information reported to the Basel Committee in connection with the G-SIB assessment process
the portions of that information attributable specifically to their combined U.S. operations or (ii)
otherwise are readily able to collect that information and report to the Board; and (2) the
objectives of the Basel Commitiee’s G-SIB process are sufficiently similar to the Proposd’s
domestically-focused supervisory objectives tojustify and support the use of exactly the same
type of information for both purposes.

We respectfully submit that in general there is no reason to link the timing of whatever
information may be required from Reporting FBOs to serve the supervisory purposes diescribed
in the Proposal to the Board's submission of information regarding U.S. BHCs to the Basel
Committee in connection with its G-SIB assessment process and, therefore, there is no reason to
require Reporting FBOs to submit their initial filings by February 14, 2013 or otherwise to link
the timing of their filingsto filings by U.S. BHCs. Moreover, we question the need for requiring
FBOs to report information regarding their combined U.S. information with the same degree of
detail and granularity as may be required in connection with the Basel Committee’s G-SIB
assessments, and we respectfully urge the Board to reconsider the scope and granularity of the
information that should be required from FBOs with respect to their combined U.S. operations in
light of the reporting requirement’s stated objectives.

A. Compiling, Aggregating and Reporting the Detailed Information Regarding
Their Combined U.S. Operations Contemplated by the Proposal Constitutes A
Substantial Change to FBOs’ Current Practices — Compliance with the Proposed
Requirements within the Proposed Time Frame Is Impaossible

FBOs do not, whether for purposes of reporting to the Basel Committee in connection
with it G-SIB determinations or otherwise in connection with the ordinary course of their
business operations, compile all of the information required by the Proposal on aU.S.-only basis.
The only reason for Reporting FBOs to collect this information would be to satisfy the Form FR
Y-15 reporting requirement.
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Accordingly, if the Form FR Y-15 reporting requirement were finalized as proposed and
all ambiguities regarding its requirements were satisfactorily resolved - and in particular those
relating to the scope of the U.S. operations covered by the requirement discussed in Part V.A
below - Reporting FBOs would have to develop procedures, systems and controls that would
enable them to complete Form FR Y-15 and support the required attestation of that information.
Under the Proposal, they would be required to do so at a time when they are otherwise engaged
in year-end audits and other year-end reporting. Reporting FBOs with atop-tier U.S. bank
helding company of sufficient scale also will be involved in capital planning. In addition,
because FBOs for their own internal financial reporting purposes report certain of their U.S.
operations on the basis of International Financial Reporting Standards (*IFRS”), this infermatien
weuld have to be converted to U.S. Generally Accepted Aecounting Principles (“GAAP”) before
incorporated into the repert and attested.*

Even in the most favorable circumstances, these undertakings would present massive
challenges, and the severity of the task is only compounded by the degree of granularity of the
information required by the Proposal. Leading examples include the netting requirements
applicable to reporting derivatives activity as provided for in Schedule A and the information
with respect to payments activity required by Schedule C. In addition, Draft Form FR Y-15 calls
for information regarding metrics that have not yet been finalized, such as the “regulatory
adjustments” required by Schedule A° and the reporting of Basel 111 liquidity coverage ratio
(“LCR”) “Level 1" and “Level 2" assets in Schedule D.°

In the case at hand — where notice of these new and expansive reporting requirements
was provided less than six months before the first attested reports would have to be filed and the
requirements likely will not be finalized until sometime in November at the earliest ~ it quite
simply will not be possible for Reporting FBOs, notwithstanding their most diligent efforts, to
compile and aggregate all of the information required by the six Schedules to Form FR Y-15 and
file attested reports within the time period required under the Proposal. Further, it will not be
possible for the board of directors and senior management of a Reporting FBO to perform their

While several line items in the Draft Instructions refer only to “GAAP", referencesto “U.S. GAAP" or
U.S. GAAP-related reporting standards appear in other line items in the Draft Instructions, making clear the
expectation that all information included in Form FR Y-15 must be reported in on aU.S. GAAP basis. An example
of the challenges regarding the required use of U.S. GAAP that Reporting FBOs would encounter under the
Proposal is the situation in which a U.S. nonbank subsidiary covered by a Reporting EBO's filings on Form FR Y-
7N has anon-U.S. subsidiary. For FR Y-7N purposes, the subsidiary is reported using the equity method, whereas
for U.S. GAAP purposes it would be consolidated into the U.S. nonbank subsidiary. We strongly believe that any
reporting requirement that may be applied to FBOs for the supervisory purposes described in the Proposal should
allow for and accommodate differencesbetween IFRS and U.S. GAAP.

5 See Part V.C below.

6 See line items 8 and 9 of the Draft Instructions to Schedule D.
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responsibilities for establishing and maintaining an effective system of internal control emabling
preparation of Form FR Y-15 in accordance with its instructions.

B. The Degree of Granularity of the Information Reporting by FBOs Required by
the Proposal Is Not Necessary To Accomplish the Stated Supervisory Objectives

The Proposal appropriately recognizes that reporting by FBOs with respect to their U.S.
operations serves different supervisory purposes from the purposes served by the Basel
Committee’s G-SIB assessment process. Nevertheless, the Proposal appears to assume, without
explanation of the rationale for doing so, that all of the information factored into G-SIB
assessments nevertheless is needed to realize those other supervisory purposes. We are
concerned that by conflating these different purposes the Proposal reaches too far and addresses
substantial and complex policy questions regarding the implementation of certain provisions of
the Dodd-Frank Wall Sireet Reform and Consumer Protection Act (the “Dodd-Frank Act”) and
the yet-to-be-developed methodology for designating D-SIBs in the United Siates that are more
effectively addressed by means other than an information collection exercise.

L Assessing the Systemic Risk Implications of Mergers and Acquisitions

It appears that this aspect of the Proposal is directed at implementation of Sections 163
and 604 of the Dodd-Frank Act (and, as to the latter the provisions of Section 604 that amend
Sections 3 and 4 of the of the Bank Holding Company Act of 1956 (the “BHC Act”) in
particular®),® both of which are cited among the authorities for the Proposal and both of which

Section 163(b) requires Reporting FBOs to submit a written notice to the Board prior to the acquisition of
certain types of nonbank companies having total consolidated assets of $10 billion or more. The provisions of
Section 163 apply equally to U.S. BHCs that would be required under the Proposal to file Form FR Y-15. In
reviewing these notices, the Board is required under Section 163(b)(4) to consider “the extent to which the proposed
acquisition would result in greater or more concentrated risks to global or United States financial stability or the
United States economy.”

Section 604 includes provisions expanding the various factors the Board is required to consider when
reviewing transactions under Section 3 and Section 4 of the BHC Act. In reviewing transactions under Section 3 the
Board is now also required to take into consideration “the extent to which a proposed acquisition, merget, or
consolidation would result in greater or more concentrated risks to the stability of the United States banking or
financial system.” See Section 604(d), codiffied at 12 C.F.R. 1842(c)(7). In reviewing notices under Section 4 the
Board is niow also reguired to consider the extent to which the benefits expected from the transaction under review
eutweigh its pessible adverse effects, ineluding “risk to the stability of the United Siates banking or finaneial
system. See Section 604(e)(1), eodified at 12 C.F.R. 18438()(2)(A). Thus, in beth cases systemie risk
@@lnﬁd@fatiem are one of several factors to be weighed in determining whether t6 approve an applieation and net the
sele gleterminant.

Like Section 163, Section 604 applies equally to U.S. BHCs. We note that Section 604(f) amends the
Bank Merger Act to expand the factors which the Board, the Office of the Comptroller of the Currency (“OCC") and
the Federal Deposit Insurance Corporation (“EDIC") are required to take into consideration when reviewing a
proposed bank merger for which it is the “responsible agency"” to include “the risk to the stability of the United
States banking or financial system.” See 12 U.S.C. 1828(c)(5). The Proposal does not indicate whether the Board

6
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are applicable to Reporting FBOs. As discussed below, we question the necessity of requiring
Reporting FBOs to file Form FR Y-15 reports for these supervisory purposes, and urge the Board
to reconsider this aspect of the Proposal.

Although the Proposal does not discuss its applicability to Section 163, presumably it is
contemplated that the Board will utilize the information reported on Form FR Y-15 in connection
with its review of notices submitted pursuant to Section 163(b). To our knowledge, the Board to
date has not conducted any review under Section 163 or indicated the approach it intends to take
in conducting such reviews. At this very early stage of development of supervisory thought and
practice under Section163 it is premature to prescribe any information reporting requirement
directed at Section 163, much less one of stich detailed and prescriptive a nature as embodied in
Draft Form FR Y-15.

Regarding implementation of Section 604, last year, in the context of approving an
application under Section 3 of the BHC Act, the Board stated that it “expects to issue a notice of
proposed rulemaking implementing the provisions of the Dodd-Frank Act that require the Board
to take into account a proposal’s impact on the risks to stability of the U.S. financial or banking
system.”'® The Board subsequently decided against a rulemaking, or even the issuance of
detailed guidance, in favor of a case-by-case approach when reviewing under Sections 3 and 4 of
the BHC Act the systemic risk presented by amerger or acquisition.'' This approach calls for
consideration of a variety of factors, including the size of the resulting firm, the availability of
substitute provider for any critical products or services, the interconnectedness of the firm with
the banking and financial system, the contribution of the ﬁrm to the complexity of the financial

SyStEm. and the sxIent of crosshorder aativities of the firm. Tt i recegnized that the apalygs is
Aot well-stited 18 Quantiative precisign, =

Each of the factors described above corresponds to one of the Schedules to Form FR Y-
15. We recognize that information regarding a Reporting FBO's combined U.S. operations to

has consulted with either the OCC or the EDIC regarding their implementation of these provisions of the Bank
Merger Act or the extent to which, if at all, they intend to use the type of information reported on Form FR Y-15 in
connection with their reviews.

10 See the Board's December 23, 2011 order approving the acquisition of RBC Bank (USA) by The PNC
Financial Services Group, Inc. at p. 11 n18, availabbie at
http://www.federalreserve. AresysRevaamtis s ers/ordier20111223 pdf.

n See Daniel K. Tarullo, Remarks at the University of Pennsylvania Law School Distinguished Jurist
Lecture: Financial Stability Regulatlon (Oct. 10, 2012) at 19 (*Governor Tarullo Remarks™), availablfe at
http://www.federalreserve. il sipeech/taulla20121010a.pdf .

12 See the Board's February 14, 2012 order approving the acquisition of ING Bank, fsb, by Capital One
Financial Corporation at 28-29 (the * Cap One Ordex"), availabbile at
http://www.federalreserve. s ess) Sordier20120214.pdf

Cmnar§ ) ()65

13 See Governor Tarullo Remarks at p. 20.
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some degree is relevant to the Board's consideration under the BHC Act of the systemic risk
posed by atransaction involving the Reporting FBO and that to some degree it may be beneficial
to incorporate some type of quantitative metric into that analysis. At the same time, we question
whether it is necessary to obtain such extensive and detailed information in support of such
reviews as would be required under the Proposal, a matter that is not discussed in the Proposal.

It appears that the Proposal instead proceeds from the premise that all of the information
required to be reported on Form FR Y-15 is essential to assessing the systemic risk implications
of mergers and acquisitions. In this regard, we are concerned that the Proposal is based in
important part on the fallacy that the information used by the Basel Committee in making its G-
SIB determinations is equally useful to systemic risk assessments under the BHC Act. But
whereas the purpose of the former is the derivation of a quantitative risk-based capital surcharge,
the purpose of the latter is to weigh systemic risk considerations against other factorsin a process
that necessarily cannot achieve the quantitative precision inherent to deriving a capital surcharge.
Indeed, the Board itself has recognized the limitations on applying an overly prescriptive,
quantitative approach to systemic risk assessments under the BHC Act.*

Given the heavy compliance burdens imposed by the Proposal’s information
reporting requirements and the inchoate nature of assessing systemic risk under the BHC
Act, we urge the Board to reconsider whether each of the items of information required by
the Proposal is necessary to achieve this aspect of its intended purpose.

2. D-SIB Designations

Similar considerations drive our concerns with respect to requiring FBOs to report such
extensive and detailed information about their combined U.S. operations as a means to facilitate
the determination of whether to designate, and thereafter how to supervise, a banking
organization as aD-SIB. Imposing suich a requirement in advance of the Board undertaking any
such determination, or even having in place aframework for doing so, is especially problematic.
The Basel Committee announced its finalized framework for dealing with D-SIBs only 8 days
ago."> Further, the Basel Committee itself distinguishes the framework for dealing with D-SIBs
from the methodology it applies for assessing G-SIBs. Most notably, the D-SIB framework is
principles-based, whereas the G-SIB methodology applies an indicator-based measurement
approach, and the D-SIB framework incoerporates only some, and not all, of the factors
{ncorporated Into the G-SIB indicator-based measurement gpprosch.™®

14 See Cap One Order at pp. 29-30.

18 See “Dealing with domestic systemically important banks: framework issued by the Basel Committee”
(October 11, 2012), availaiiie at ltin:/fiwwm tis orgfipress/ipl 21011 htm.

16 See Basel Committee, “A framework for dealing with domestic systemically important banks” (October
2012) (the “Basel D-SIB Frameowrk™) at p. 6 (paragraphs 21 and 22).
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In the context of the Dodd-Frank Act, dealing with D-SIBs, like determining G-SIB
capital surcharges arises under Section 165, which requlres the Board to establlsh enhanced

aB i3l ligh %ﬂﬂ other BFS&SHES& Brudential aﬂam fioh hesf %‘.ﬁ%?é%&é
SE 4, ¥8 %F%m%&%%mssﬂ tRe FOMBARIES thaF aFe i sam %H m §8H
iRArvigual Basis oF By cat 8F takin ﬁ 1RtS coRsIAsration & varey of %8’&8?%
&ta{u{s Wé Fecoghizs the svaﬂes of thess pravisions t8 the Braéaseﬂ & 48y Haﬂ8ﬁ sf B
2B, BHt We &re toncarned that the Proposal 1A eftect BF%]HGEE% the {%BS of IRformation that will
Be Hsed 1R GORREEHSA With the B-SIB assessment process raiher than del Hﬁ{h@& ECISIBA uﬂm
the §8§F6 has determined how; and on the basis of Which facters; the aesignations will Be magde:
The deiermination of the iRfermarion HSE%%%%W fBF sieh designations shotild be driven by the
determination of these fae{er% aAd Ret Viee ver

We urge the Board to delay prescribing information requirements for purposes of
D-SIB designations until the entire regulatory framework under Section 165 has been
finalized.

IL The Time Frame for Reporting by FBOs Should Be Modified

A. The Time Frame for the Basel Committee’s G-SIB Assessments Should Not Be
Determinative of the Time Frame for Reporting FBOs

The time frame prescribed by the Proposal for all Form FR Y-15 reporting entities is
directly linked to the Basel Committee's time frame for implementation of its G-SIB
methodology, which is an established, annual process designed to achieve specific and well-
defined purposes - the designation of internationally active banks as G-SIBs and the
determination of the level of the surcharge that should be imposed on their capital. As discussed
below, there is no basis for linking the timing of the G-SIB assessment process, on the one hand,
and the Board's assessment of the systemic risk implications of mergers and acquisitions and/or
the yet-to-be-determined D-SIB assessment process in the United States, on the other hand.

L Timing Considerations Relating To Mergers and Acquisition Assessments

In sharp contrast to the conduct of annual G-SIB assessments, there is no such
predictability to knowing when it will be necessary to undertake an assessment of the systemic
risk implications of amerger or acquisition. Given the cutrent state of the financial services
industry and the significant regulatory and market uncertainties confronting large, complex,
internationally active banking organizations, we question the need for the adoption of the type of

Thus, in connection with its notice of proposed rulemaking implementing Section 165 with respect to U.S.
bank holding companies the Board has stated that it “intends to issue a concrete proposal for implementation of a
quantitative risk-based capital surcharge for covered companies, or a subset thereof, based on the [Basel
Committee's G-SIB methodology].” See 77 Fed. Reg, 593, 604 (Jan. 5, 2012).

9
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highly prescriptive and intensely quantitative reporting framework contemplated by the Proposal
and its virtually immediate application to such diverse range of reporting entities, both domestic
and foreign, for the purpose of facilitating assessments of the systemic risk implications of
mergers and acquisition in which they may be involved.

Further, as discussed above, development of the methodology for these assessments is
still in its early stages. Use of something like the Basel Committee's indicator-based
measurement approach for assessments of G-SIBs may or may not in some ways be relevant to
stich assessments, but there certainly is no urgent need to foreclose further consideration of that
important question by finalizing a proposal that would impose an impractical and unrealistic time
frame on Reporting FBOs.

Quite simply, we do not believe that considerations relating to assessing the systemic risk
implications of mergers and acquisitions justify acting with such haste.

2. Timing Considerations Relating To D-SIB Assessments

This conclusion applies with even greater force when the question turns to the
relationship between the information reported on Form FR Y-15 and the D-SIB assessment
process. We recognize that the D-SIB assessment process, similar to the Basel Committee’'s G-
SIB assessment process, is intended ultimately to result in the determination of an @ppropriate
quantitative metric for addressing the higher degree of systemic risk present by designated firms,
but this does not necessarily mean that exactly the same type of information is required for both
assessments.

Indeed, the Basel Committee's D-SIB framework itself recognizes the need to allow for
“an appropriate degree of national discretion” in its implementation, and sets the time frame for
national compliance with the principles to the phased-in arrangements for the G-SIB framework,
i.e., from January 2016.° To be sure, the D-SIB framework states that “it is desirable that the
interval of the [D-SIB] assessments not be sigmiﬁcantly longer than that for G-SIBs (ie one

%8%}88%{}8?1 h8w§v8f fioes 8{£ Hire {hg& the ﬂms i é%‘ma%B% asﬂﬂeai RGF
SB&EIHHfBFPﬂ{ HEstion of the degres i8 which there Resd I8 Bs an identity Beween i é
{REGFmalion that is Factared nie B-SIB assessmenis and what 15 Heed iR 88HH88H8H ith &-8IB

We note that the need for the information reported on Form ER Y-15 would be substantially diminished
were the Board to incorporate a strong negative presumption into its assessments of the systemic risk implication of:
a merger or acquisition by a G-SIB, and perhaps as well by a U.S. D-SIB, as has been recently suggested. See
Govemor Tarullo Remarks at p. 21.

1 See Basel D-SIB Eramework at p. 2, paragraphs 5 and 10.

2 Id. at p. 7, paragraph 27.
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assessments. Moreover, as explained above, implementation of D-SIB assessments in the United
States does not appear to be on the near horizon.

Thus, there is no need to “rush to judgment” on the question of what information should
be reported to facilitate D-SIB designations in the United States. Finalizing the Proposal and
implementing its requirements within the prescribed time frame runs the very substantial risk of
preempting to a significant degree an important aspect of determining how the D-SIB assessment
process will work in the United States. An information collection process undertaken with little
advance notice and within a 60-day comment period is not an appropriate context for deciding
such significant questions.

B. Recommendation

Should the Board ultimately determine to require FBOs to report information
regarding their combined U.S. operations as of December 31 of the year covered by the
report for purposes of facilitating assessments of the systemic risk implications of mergers
and acquisitions and/or D-SIB designations, such reports should be required by June 30 of
the next following year.

III. The Requirement That Form FR Y-15 Be Signed and Attested by a Reporting
FBO’s CFO Is Unnecessary and Should Be Revised To Permit Signature and
Attestation by an Authorized Official of the Reporting FBO

The proposed CFO signature and attestation requirement is a matter of very serious
concern to Reporting FBOs.

First, it is unclear why it is necessary that aReportmg FBO's CFO (or an individual with
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The Draft Instructions state that the Form FR Y-15 must be signed by “the Chief Financial Officer of the
banking organization” which we understand to mean that the report must be signed by the CFO of the Reporting
FBO itself - i.e., the top-tier entity in the group's organization that is headquartered outside the United States. We
request clarification if another meaning is intended.

1
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sufficient 2ghat they be signed and attested by an “authorized officer™ or “authorized official™ of
the FBO.

Second, no one at a Reporting FBO — whether the CFO, the equivalent of the CFO, or
some other authorized officer — will be able to attest that the first report required under the
Proposal has been “prepared in conformance with the instructions” because, as discussed in Part
I.A, no Reporting FBO will have the systems, procedures and controls in place required to
support suich an attestation. Moreover, this will still be the case even if the filing deadline is
extended to sometime later in 2013,

Because it requires reporting of aggregated information across awide spectrum of
operations, Draft Form FR Y-15 is more akin to the reporting forms mentioned above that may
be signed and attested by an authorized officer/affiicidl off san B tizanttottiee(Call BRgpmttsttast
require attestation and/or signature by the reporting entity’s CFO. Given the global
responsibilities of a Reporting FBO’s CFO, that individual is not necessarily the most
appropriate officer within the Reporting FBO's structure to undertake responsibility for the
information reported on only aregional basis on Form FR Y-15.% Instead, the Reporting FBO
should be provided the flexibility to determine who within its structure is best situated to sign
and attest -the report. The more significant consideration should be that the Reporting FBO’s
board of directors and senior management retain their responsibilities for establishing and
maintaining an effective system of internal control enabling preparation of the report in
accordance with its instructions.

Recommendatiions

We respectfully recommend that the Board take the following actions to address our
concerns regarding signature and attestation of Form FR Y-15 by a Reporting FBO’s
CFO:

e Thesignature page and instructions for Form FR Y-15 should be revised to require
signature and attestation of Form FR Y-15 by an “authorized official” of the
Reporting FBO — i.e,, a person with power to bind the Reporting FBO.2

See, e.g., the annual report on Form ER Y-7, the report of covered U.S. nonbank subsidiaries’ financial
statements on Form FR Y-7N and Form FR Y-7NS, and the periodic capital and asset report on Form ER Y-7Q.
= Moreover, as a governance matter, attestation by a Reporting FBO's CFO would require additional time
than if the attestation were made by some other authorized official.

2 See the definition of “authorized official™ in the Glossary to Form ER Y-7. We note that under this
approach the “authorized official™ might be the Reporting FBO's CFO, but such would be the case only if the
Reporting FBO decided to give its CEO that responsibility.
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e Whatever the time frame for the initial submission of Form FR Y-15 (see Part 11
above), attestation of Form FR Y-15 by a Reporting FBO should not be required
until the Reporting FBO has been given a reasonably opportunity to develop, test
and implement the systems, procedures and controls necessary to support the
attestation. Until that time, a Reporting FBO should be held to not more than a
“best efforts” standard.”

IV.  None of the Reported Information Should Be Publicly Disclosed and Instead
Should Be Designated in its Entirety As Confidential Supervisory Information

The Draft Instructions state on page 3 of the General Instructions that “[t]he completed
version of this report is not confidential and will be made available to the public for report dates
beginning December 31, 2012."% Provision is made for reporting banking organizations to
request confidential for specific commercial or financial information in the report and
demonstrate the specific harm that would result from such disclosure, but there is no assurance
that, even if granted, confidential treatment will not subsequently be revoked.

The information required to be reported on Draft Form FR Y-15 delves to alevel of
granularity and provides insights into Reporting FBOs' strategy and operations in the United
States that are not found in Reporting FBOs’ other required public financial disclosures. The
prospect of harm to the Reporting FBO’s competitive position is substantial. We do not believe
a Reporting FBO should be required to specify the nature and extent of the potential harm
resulting from disclostire of the information reported on Form FR Y-15 when each of the two
reasons cited by the Proposal for requiring this information is exclusively supervisory in nature,

We understand the Board has taken a similar approach with respect to filings of the FR Y-14 reports by
bank holding companies that are subject to the Board's capital planning rules. Likewise the Basel Commuitt=e's
ongoing Basel 11l monitoring exercises are conducted on a “best efforts” basis. See Basel Committee, “Results of
the Basel III monitoring exercise as of 31 December 2011" (September 2012) at 8 (the “Basel III December 2011
Monitoring Exercise Restlts”).

* This approach appears to be in conflict with maintaining the confidentiality of the sources of infoermation

that the Proposal indicates will be used for purposes of reporting the “cross+jurisdictional activity indicators” in
Schedule E. The reports cited in the instructions to Schedule E as the sources for the required information are Forms
FFIEC 009 and 019 and Treasury International Capital (TIC) Forms BL-1 and BQ-2.*° The instructions to Form
FFIEC 009 state that each reporting banking organization’s individual report will be regarded as confidential and the
TIC forms each include a statement that the reported data will be held in confidence and will not be published or
othervise disclosed. The signature page for Form FFIEC Form 019 states that the infermation reported in the form
will be exempt from publie diselosure under Section (b)(8) of the Freedom of Information Aet (12 U.S.C.

552(b)(8)).
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Accordingly, we respectfully recommend that none of the information reported by
FBOs for the purposes described in the Proposal be publicly disclosed and all such
information instead be designated and treated as confidential supervisory information.”’

V.  Requested Clarifications™

The comments in this Part V are offered to the extent the Board determines to apply to
FBOs areporting requirement for the supervisory purposes described in the Proposal and should
not be viewed as endorsing either the adoption of such arequirement or the use of Draft Form
FR Y-15 to implement it.

A. The Scope of “U.S. Operations”

Should they be subject to a reporting requirement, Reporting FBOs would benefit
considerably from clarification of the scope of U.S. operations covered by the requirement. With
respect to the Proposal, it is unclear from the explanation provided in the General Instructions to
Draft Form FR Y-15 whether the intention is that Reporting FBOs report all of their U.S. entities
on Form FR Y-15, regardless of their size and even if they are not otherwise reported to the
Board for other purposes, or instead some smaller segment of their U.S. operations. We note that
in some instances the U.S. operations of Reporting FBOs are comprised of hundreds of separate
companies, many of which operate on different reporting system platforms. Aggregating the
type of financial information contemplated by the Proposal across the full spectrum of these
operations would entail a manually intensive consolidation process.

Further, and with reference to Reporting FBOs’ U.S. nonbank subsidiaries, there is
considerable variety in both the amount of information required to be reported to the Board and
the frequency with which it must be reported, with no reporting required for those with total
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Tellingly, information reported to the Basel Committee in connection with its ongoing Basel III monitoring
exercise is submitted on a confidential basis. See Basel 11l December 2011 Monitoring Exercise Results at 1.
Likewise, information reported to the Board on the FR Y-14 forms is exempt from public disclosure under Section
(b)(8) of the Freedom of Information Act.

= As a general matter, we recommend that a Glossary defining key terms be included in the instructions to

whatever form may be adopted in the event a reporting requirement is applied to FBOs for the purposes described in
the Proposal.

® See the General Instructions to Forms FR Y-7N and FR Y-7NS.
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In determining the scope of a reporting requirement applicable to FBOs for the purposes
described in the Proposal, a balance must be struck between the utility of the information
reported with respect to a Reporting FBO’s U.S. operations and the practical consequences to
Reporting FBOs of imposing stich a requirement. We tirge the Board to take this consideration
into account in setting the parameters for any required reporting by FBOs with respect to their
U.S. operations for the stipervisory purposes described in the Proposal.

With specific regard to Draft Form FR Y-15, it is stated on page 2 of the General
Instructions that Reporting FBOs should file information for “their top-tier US holding company
plus the activities of branches and other subsidiaries.” We understand this statement to mean
that transactions in which a Reporting FBO’s U.S. operations might be involved (other than in a
principal capacity) and that are booked outside the United States - including in any non-U.S.
branch of the Reporting FBO with respect to which the Reporting FBO files areport of assets
and liabilities on FFIEC Form 002S - are not to be reported on Form FR Y-15. We would
appreciate confirmation of this understanding,

B. The Treatment of Inter-Company Transactions™

It is further stated on page 2 of the General Instructions that a Reporting FBO “has the
option to eliminate transactions between the holding company and the branches when combining
the data for purposes of filing [Form FR Y-15].” Read in context, we understand this statement
to mean that the option applies only to any transaction between aU.S. branch of Reporting FBO
and the Reporting FBO's top-tier U.S. holding company>' and not to transactions between aU.S.
branch and U.S. entities that might be owned by the Reporting FBO ouiside its top-tier U.S.
holding company.*> We would appreciate clarification of the scope of the option provided for in
the General Instructions,

Questions regarding treatment of inter-company transactions are not presented in the case of reporting by
U.S. BHCs inasmuch as they file a single consolidated report with the Board on Form FR Y-9C encompassing the
entirety of their operations. Further, under the Proposal U.S. BHCs accordingly would be able to exclude certain
line items from Form FR Y-15 that are automaticallly retrieved from their FR Y-9C reports (see Item H in the
General Instructions) but Reporting FBOs would not, unless their FR Y-9C repoits cover the entirety of their U.S,
operations.

8 In accordance with the consolidation rules provided at page 1 of the General Instructions, a Reporting FBO
is required to eliminate all intercompany balances within the consolidated group of its top-tier U.S. holding
company and thus all such balances are excluded from Form FR Y-15.

32 FBOs' U.S. branches and agencies report on a net basis any due from/due to amounts arising from their
transactions with their head office and related depository institutions. The latter include U.S. depository institution
subsidiaries of the FBO. For those Reporting FBOs that maintain a U.S. branch/agency and a U.S. depository
institution subsidiary it would appear that there is the potential for double counting transactions between the U.S.
branch/agency and the U.S. depository institution subsidiary depending on the structure of the Reporting FBOs' U.S.
operations. In any event, it would appear that the option provided for at page 2 of the General Instructions is not
intended to apply to transactions between a U.S. branch of a Reporting FBO and the Reporting FBO itself or any
non-U.S. related institution of the U.S. branch.

15
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C. Schedule A — Regulatory Adjustments

Line item 3 of the Draft Instructions to Schedule A requires reporting regulatory
adjustments from Tier 1 capital as reported in the Board''s Basel I1I notice of proposed
rulemaking (undertaken jointly with the OCC and the FDIC). We request confirmation that this
item applies only to the top-tier U.S. bank holding company subsidiary, if any, of a Reporting
FBO and is not intended to apply in any fashion to a Reporting FBO’s U.S. branches/agencies
(and certainly not to the Reporting FBO itself).

The comment period on the U.S. Basel 111 rulemaking has not yet concluded.
Consequently, there is not yet any final determination of the specific adjustmentsto Tier 1
capital that those banking organizations that are subject to the rulemaking will be required to
make. We recommend that any such regulatory adjustments not be required until the U.S. Basel
111 implementing rules have been finalized.

D. Schedule C
We have several significant concerns regarding Schedule C:

¢ Itisunclear how requiring such highly granular payments-related information 1s
necessary to the intended supervisory purposes of the reporting.

e Lineitem I calls for reporting on only @ gross basis, but in many instances banking
organizations record their payments activities on a net basis and information on a gross
basis is not maintained.

e Itisunderstood that cash and wire transfer of fumdis are included @s “cash payments’ but
it is unclear whether the term includes other items that are cleared and settled through
payment systems.

e We reserve comment on the use of the “average exchange rates’ provided by the Bank
for International Settlements referenced in line item 1. pending clarification of which rates
are intended by this reference.

e Asapplied to Reporting FBOs, it isunclear whether the exclusion of “inter-group
transactions” called for in line item 1islimited to the U.S. operations of the Reporting
FBO covered by the report or includes the entirety of the Reporting FBO’s global
operations.

¢ Itisunclear whether the Schedule is intended to include payments made by an entity
within the Reporting FBO's combined U.S. operations for its own benefit.

16
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E. Schedule E - Sources of Information

We request confirmation that the information required from Reporting FBOs on Sdhedule
E consists solely of the sum of the specific items of information reported in the reporting forms
referenced in the Draft Instructions to Schedule E, so that, for example, if a Reporting FBO's
U.S. operations do not otherwise report any such information, the Schedule E filed by the
Reporting FBO would report only “zero” amounts.

F. Schedule F — Certain Ancillary Indicators

The Draft Instructions to line item 3 regarding “non-domestic net revenue” state:
“Domestic is defined as the country where the group is headquartered.” As applied to Reporting
FBOs, this definition would suggest that the information reported in line item 3 should cover not
only the Reporting FBO’s combined U.S. operations, but also all other operations outside the
Reporting FBO’s home country. We believe this certainly is not what is intended.

A related point concerns the Draft Instructions to line item 2, which would require
Reporting FBOs to report the number of countries where they have either abranch or a
subsidiary. This requirement could be read to mean that Reporting FBOs would be required to
report the total number of countries outside their home country and the United States where they
have a branch or a subsidiary, aresult which we believe also in not intended. Further, we
question whether any such information is necessary to the purposes of the reporting
requirement.*

We also request clarification of line item 6 as applied to Reporting FBOs. As an initial
matter, we question the need to obtain this information from Reporting FBOs given the purposes
of Form FR Y-15. If such information is required, then we request clarification as to how the
Reporting FBO should report its peak market capitalization. For example, it is unclear whether it
isintended that the report be based on the Reporting FBO’s closing share price on the principal
exchange on which its shares are traded or in some other manner.

As applied to Reporting FBOs, line item 12 might be read as requiring information regarding countries
outside the United States where any of the Reporting FBO's U.S. operations have either a branch or a subsidiary.
We do not believe that such information is relevant to the purposes of the reporting requirement even if narrowed in
this manner.
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We appreciate the Board's consideration of our comments and would welcome the
opportunity to meet with Board staff to discuss further our concerns and recommendations.
Please contact the undersigned if we can provide any additional information or assistance.

Sincerely,

Richard Coffman
General Counsel



