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Mr. Frierson:

The Clearing House Association LLC. (“The Clearing House"), joimed by the American Bamkers
Association and The Financial Services Roundtable (collectively, the Aassaciations) Foappretiates the
opportunity to comment on the notice of proposed rulemakimg by the Board of Governars of the Federal
Reserve System (the “Federal Reserve”) entitled Concenttatition Limits on Large Finamzgay/ Comparmees (the
“Proposed Rule”).Fokhadeaposed Rule would implement Section 622 (“Section 622") of the Dodd-Frank
Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), whiich establishes a financial
sector concentration limit that generally prohibits a financialcomyzanyFémeserging or comswlidating
with, or acquiring, another company if the resulting company’s consolidated liabilities upon
consummation would exceed 10% of the aggregate consolidated liabilities of all fimancial companies as

Descriptioms of the Associatioms are provided in Annex A of this |etter.EndFootnote.
79 Fed. Reg. 27801 (May 15, 2014).EndFootnote.

Under Section 622, a financial company is “(A) an insured depository institutiom; (B) a bank hoiding company;
(C) a savimgs and loan holding company; (D) a company that controls an insured depository institution; (E) a
nonbank finamcial compamy supervised by the [Federal Reserve] under Title | of [The Dodd-Framk Act]; and (F)
a foreign bank or company that is treated as a bank ho!ding company for purposes of [the Bank Haliding
Company Act].” 12 U.S.C. § 1852(a)}{2).EndFootnote.



calculated underSection 622 (the “622 Concentration Liimit").Fdthedtegposed Rule also would
incorporate the recommendations made by the Financial Stability Oversight Council (the “FSOC") in its
2011 report mandated by Section 622 (the “FSOC Report”).Footnote5.

The Associations generally support the FSOC's four stated policy rationales for the 622
Concentration Limit: (i) promoting fimamcial stability; (ii) limiting moral hazard; (iii) promoting the
efficiency and competiitiraaress of U.S. finamcial companies and the U.S. finamcial market; and (iv)
improving the cost and availability of credit and other fimancial services to householldis and businesses in
the United States.FdConsistte nt with these policy rationalles, the Associatioms strongly believe that the
622 Concentration Limit should be implemented and applied in amannerthat istransparent,
predictable and, most importantly, avoids unnecessary and unintemdied restrictions on ordimary course
business activity that clearly is outside of Sectiion 622’s intended scope. In this respect, we believe that
the FSOC was quite correct to recommend that the implermemntiation of the 622 Concentration LLiimit
should be undertaken in such a manner as to"“nittigat{e] practical diffiicullties likely to arise in the
administratiom and enforcement of the [622 Concentration Limit], without undermiimimg its effectiveness
in limiting excessive concentration among fimamcial companiies,"Footnote7.

In additiom, we note that Section 622 is the third statutory restriction, in addition to basic amiti-
trust consideratiamns, on growth by large banking organizations through acquisition or merger. First, the
Riegle-Neal Interstate Bamking Act of 1994 (the “Riegle-Neal Act”) limits bank holding companies to
holding no more than 10% of nationwide deposits.F Gtcard, §6041d) of the Dudid- Frank Act eest e fisted
the so-called “fimamcial stability factor” (the “Financial Stability Factor”) pursuant to which the Federal
Reserve must assess “risk to the stability of the United States banking or fimancial sysite m" against
anticipated public benefit in evaluating propesed acquisitions, mergers, or consolidations.FoAsatdeird

12 US.C. § 1852(b).EndFootnote.Page2.

Financial Stability Oversight council, , Study and Recommendatioms Reggrding Concentration Limits on Large
Financial Companies (Jmmuary 2011), avaiiimiye at

http://fmmewitieess gy gon/ it & tieed) Dommmensts Siiydy 22 0onZ20 Cooe etk dion 2210k 1 22 Oon ZRI0h ayeeds
20Firms%2001~17-11 puff. The FSOC's recommendatioms were (i) to measure the liabillities of financial
companies not subjectto consolidiated risk-based capital rules using U.S. generally accepted accounting
principles or other applicable accounting standarls; (i) to use a two-year average to calculate aggregate
financial sector liabilities and publish annuallly by July 1 the current aggregate financial sector liabilities
applicable to the period of july 1 through june 30 of the following year; and (iii)to extend the “failing bank
exception” to apply to the acquisition of any type of insured depository institution in default or in danger of
default. FSOC Report at 16-17, 20-21.EndFootnote.

id. at14.EndFootnote.
id. at 14.EndFootnote.

12 U.S.C. § 1842(d)(2). Because this provision excludes both deposits in U.S. branches of foreign banks and
deposit-equivalemts such as money market funds, the depositcap is infactreduced substantiallly further.EndFootnote

See 12 US.C. § 1842(c)(7).The Federal Reserve has been applying the financial stability factor to proposed
acquisitioms in the financial sector for over two years. See Federal Reserve Board, Order Approving Capiital
One’s Acquisition of ING Bank, fsb (Felruary 14, 2012) (the “Capital One Order*); Federal Reserve Board,

Order Approving the Acquisition of RBC Bank (USA) by PNC Bancorp, Inc. {(December 23,2011).EndFootnote.



statutory restriction, the 622 Concentration Limit provides yet another layer of protection against the
potentiial concerns with market concentration levels that are addressed by these other restrictians.Fodimote10.
light of these multiple systemic safeguards, the Federal Reserve can and should appropriatelly use the
discretion granted to it by the Dodd-Frank Act to develop a warkable final rule that places restricti@ns on
tramsactioms that “sultstéandllylly increase"the size of very large, complex fimamgcial institutiioms, but that

does not limit their ability to engage in routine and necessary business operatioms with no meaningful

effect on market concentratiom orfimancial staibility.

With those objectives in mind, the Associations are concerned that, as more fully described
below, certain aspects of the Proposed Rule create serious practical difficulties without servingthe
fundamenmtzal policy rationales behind the 622 Concentration Limit. As such, we focus in thiis letter on
comments and recommendiatimns meantto"imitigat[etthe]] practicaldiiffécitéas”’ Fowededieve are
associated with the Proposed Rule while still serving the stated purposes of Sedtion 622.

L. Executive Summary.

Our principal recommemdiations for addressing the practical diffiiculfies created by the Proposed
Rule are as follows:

¢ Ordinary course business transactions should be excluded from the definition of “covered
acguisition.” The Proposed Rule's definition of “covered acquisition” shouild expressly exclude a
wider range of ordinary course business activities that neither meaningfully increase afirm’s
relative share of fimancial sector liabilities nor constitute the type of growth transactioms that
Sedtion 622 is intended to restrict (“Ordinary Course Business Transactions”). These include
community development investments, investments in small business investment companies
(“SBICs*), customer-driiven hedging positions and several additional categories of routine
business transactioms detailed below. Tothe extent that these transactions may, as a technical
matter, fall within the Proposed Rule's current definition of “covered acquisittiom,” they should
be excluded in view of Section 622's intended scope and purpose so asto avoid, asurged by the

Section 163 of the Dodd-Frank Act also amended the Bank Holding Company Act, 12 U.S.C. § 1841 et seq. (the
“BHC Act”), to require a bank holding company with $50 billion or more in total consolidiated assets ora
nonbank finamcial company designated by the FSOC to provide prior writiten notice to the Federal Reserve of
the acquisition of a company with $10 billion or more in total consolidated assets thatis engaged in activities
described in Section 4(kj of the BHC Act. The standard of review for such transactioms under Sectiion 163 is
“the extent to which the proposed acquisition would resultin greater or more concentrated risks to global or
United States financial stability or the United States economy.” 12 U.S.C. § 5363(b)(4). Although not focused
exclusively on concentratiom, other provisioms of the Dodd-Frank Act include financial stability among the
criteria the banking agencies must consider when approving acquisitions. Section 604(e) of the Dodd-Frank
Act amends the BHC Act to require the Federal Reserve to consider the stability of the U.S. banking system in
its evaluation of a notice by a bank holding company to acquire a company engaged in nonbanking activities,
and Section 604(f) imposes a similarrequirement for the review of certain transactioms under the Bank
Merger Act. 12 U.S.C.§ 1843(j}(2); 12 U.S.C. § 1828(c)(5).EndFootnote.Page3.

FSOC Report at 14.EndFootnote.



FS0C, the possibility of detrimental effects onthe financial sedtor amd the Ihroadier eswomnmamy,,
including reduced credit “to households and businesses in the United States."Footnote12.

The Proposed Rule's de minimis framework should be adjusted to ensure that it is workable and

effective when appliied in practice, whille simultaneously advancing the policy ratiomales of

Sedtion 622. As such, we recommend the following:

The cap on de minimis transactioms should be set at an increase in liabilities of $5 hiillion
(ratherthan $2 billion as proposed) on a12-month rolling basis. A $5 billion cap would have
a negligible impact on the total liabilities of the fimancial company and would not even
meaningfullly—mucih less substantiallly —imoresse fimandial ssotoroemeentnatiom yetshould
provide meaningful flexibility and potemntiial be nefits to customers;

The Federal Reserve’s suggestion to develop an alternatiive process, such as apreapproval
process, for certain de miiniinids transactions should be implememnted. We believe sucha
process will reduce ad ministrative burden by elimiinating the unnecessary review and
approval of transactioms that do not pose a risk of fimancial concentration and are subject to
broader safeguards of the 12-month rolling de minimis cap. By providing for a more
efficient and streamlined admimistrative approach, a pre approval process will also help
ensure that the 622 Concentration Limit does not hinder transactions that are
inconsequentiial in this context because the volume of substantivelly immaterial requests
cannot be processed on a timelly basis. To realize these benefits, however, we believe that
such a pre approval mechanism should be implemented for de miinirmids transactions in
whiich $100 million or less in consideration is paid; and

The final rule should sttate that de miniinigs transactions will be reviewed by the Federal
Reserve pursuant to an explicit standard of whetherthe proposed tramsaction creates a
level of concentration in the fimamcial sector that would pose athreat to financial stthillity.

The prior notice requirement for certain transactions below the 622 Comcemitration Liimit shouwlld

be elimimated. The proposed prior notice requirement for covered acquisitioms of more than
$2 billion by afinancial company that, on comswummation, would exceed 8% of aggegste
fimancial sector liabilities ("Financial Sector Liabilities” or the “Denominatar”) but not the 622
Concentration Limit is unnecessary and is neither mandated by the statute nor recommended
by the FSOC, and it therefore should be eliminated.

Ifincluded, such a notice should take the form, at most, of an after-the-ffact motice
require memt.

At a minimum, tihetbh essttadltl should be appropriatelly adjusted above & @%t09.5%,
Modifying the notice requirement in this way would ensure that only transactions that
actually approach the 622 Concentration Limit are subject to a prior notice mrequiirement

FSOC Report at 3.EndFootnote.page4.



and, accordingly, avoid unnecessary ad mimistrative burden on fimancial companies and the
Federal Reserve.Page5s.

¢ The components of the Caliaullattion Methodology should be published, and the methodology
adjusted to acoount for the implementatiion of Basel lll. The precise detaiils of the methodology
for calculating Financial Sector Liabilities (the “Calculation Methotiology”) should be published
to allow fimancial companies an opportumiity to develop their busimess strategy based on amore
accurate forecast of their share of Financial Sector Liabilities (“Market Share”) under Section
622. Inaddition, the Calculation Methodialogy should be adjusted to take account of the
implementation of Basel lll to prevent unnecessary shocks and inappropriate distortioms in the
application of Section 622.

Finally, we request that the Federal Reserve provide additional clarification in the final rule or preamble
on certain techmical aspects of the rule described in detail in Section VI of this letter.

1. Additional Exdusions to the Definition of “Covered Acquisition” Should Be Incorporated Into
the Final Rule.

As a fimancial company approaches the 622 Concentration Limit, the Proposed Rule, as drafted,
would prohibit the fimamcial company from engagimg in certain routine business tramsactions that are
equivalent (in terms of the volume of liabilities attribhutzible to its balance sheet) to Ordinary Course
Business Transactions that, like traditional lending and financing activities, (i) are beneficial to the
econorny and the general public but (ii) do not in any practical sense affect concentration in the financial
sector. To aveid restrieting these activities, the Propesed Rule should be medified to exelude additional
types of Ordinary Course Business Transactions from the definition of "covered acquisition.”

Under Section 251.2(f) of the Proposed Rule, a “covered acquisition” generally includes a
“transaction in whiich a company merges or consolidates with, acquires all or substantiallly all of the
assets of, or otherwiise acquires control of another company, and the resulting company is afinancial
company.“FoBecmlSe many Ordinary Course Business Transactions are techmiicallly structured as
investmemts in companiies, the Proposed Rule may limit, or perhaps eliminate altogether for larger
fimamcial companies, the ability to engage in such transactioms even though economiically equivalent
tramsactions that would also raise the financial company’s liabilities are permitted. For example,
acquisitions of loans may, as a techmical legal matter, be structured as investments in companiies fora
variety of legitimate reasons. These investments are economiically indistinguishable from direct lkending
or financing activities undertaken by the fimamcial company as part of its ordinary business.

The Proposed Rule excludkes from the definition of “covered acquisition” several types of
Ordinary Course Business Transactions, including the acquisition of shares in the ordinary course of
collecting adebt previously contracted, in afiduciary capeditty, iin comnection with und erwriting @r
market making, as part of a fimancial company’s merchant or investment banking activities, or as part of
an intemnal corporate reorganization.Fodmtightiof the concerns noted above, this list of exempt

See Section 251.2(f) of the Proposed Rule, citimg 12 U.S.C. § 1841(a)(2).EndFootnote.

See Id.EndFootnote.



transactions should be expanded to include additiomal categories of Ordinary Course Business
Transactions and other benefiicial activities described below.#AlIthowgh most of the transactions
discussed below should not give rise to concerns regarding evasion, we note that an appropriately
crafted anti-evasion provision would address any such concern.

A. Community Development Investmerits

Many banking organizations engage in awide remge of commumity dievellopment imvestiments a5
permitted and encouraged under applicable law and regulatiom.Fodhetss investments generally involve
making equity and debt investments in corporatioms or projects designed to promote community
welffare. Infact, many community development investments by banking organizations are structured as
equity investmemnts in corporations that would constitute “control” underthe Federal Ressrve's
definition of the term and, as such, could technically be “covered acquisitions” under the proposed
definitiiom. One of the primary purposes of Sedtion 622 was to “improve. . .. the cost and availability of
credit and otherfimancial services to households and business in the United States."Fobloote¥ér, if
activities like community development investments are considered “covered acquisitions,” a major
existing source of credit to small busimesses and individual consumers woulld potentially be greatly
curtailed, contrary to one of the primary purposes of Sedtion 622.Footnotel7.

The federal banking agencies have long supported and encouraged the participation of financial
institutioms in community developmenmnt investments. The Federal Reserve included community
developmemt investments among the activities determiined to be closely related to banking “in orderto
permit bank holding companies to fulfill theiir civic responsibilities” and “to take an active role in the
quest for solutioms to the Nation's social problems.Footbombaunity development investments by banks
may qualify as community development investments for purposes of the Community Reimvestment Act
(the “CRA").Fod@nnigrekss recognized the public policy importznce of community development
investmenmts in the Dodd-Frank Act, as reflected by their exemption from the prohibitioms in the Volcker
Rule.FoBeomz@ these investments are focused on community welfare, such as economic rehabilitation

12 C.F.R. 208.22 (state member banks); 12 C.F.R. 225.22 through 225.28 and 225.127 (bank loliding
companies); 12 C.F.R. 225.81 and 225.87 (financial holding companiies); 12 C.F.R. 24.1 through 24.7 (mational
banks);and 12 CF.R. 159.4and 159.5 (federal savimgs associations).EndFootnote.

FSOC Report at 14.EndFootnote.

The FSOC Report states, “Historical trends ... indicate that growth of the largestfinancial j nstitutioms has
taken place largely through acquisitioms and mergers.” FSOC Report at8. However, the categories of
transactions that we believe should be excluded from the definjtion of “covered acquisition” are not the
types of transactioms that drive significant growth or concentration in a large financial company or make a
financial compamny “harder to manage” and thus should not be the focus of rules adopted pursuantto Sectiion
622. Id. at 9.EndFootnote.

12 CF.R. 225.127.EndFootnote.
12 US.C. §§ 2901 et seq.; see 12 C.F.R. 228.12 EndFootnote.
See 12 US.C. § 1851(d)(I)EE).EndFootnote.



and development ofl @wiitcrmeasreasooctanelinity development investments would not appearto
lead to the risks associated with fimancial sector concentration that Section 622 was designed to
address.Page7.

The consequemce of the 622 Concentration Limit on community development imvestmenits
falling withiin the scope of the 622 Concentration Limit could be significant. For many bamking
organizatioms, a sigmificamt portion of the se adfiivities are stuctured asiimvestments iimn companies. |Iff
these investments are included in the definition of “covered acquisitions,” community development
investmemts will be significantly reduced for institutions at or approaching the 622 Concentration Liimit
even with Sedtion 622's de miiniimgs exception because the volume of such investments, as cumrently
engaged in by the largest fimancial companies, would very likely cause them to approach the de mimimis
aggregate rolling cap within only afew months aftter the tbeginning of @ach oydie. Iiffthis imxestmemt
activity is effectively curtailed, the bank subsidiaries of fimamzial companies that approach the 622
Concentration Liimit will face significant challenges in achieving satisfactory ratings on their CRA
performamnce evaluations, especially the investment test portion of the evaluation.

B. Small Business Investment Companmiies.

Bamking organizatioms also routinely make investments inSBGsFoatithithié e ncouragement of
the federal banking agencies. Investments in SBICs meet the definition of “qualified investments” under
the CRA.FodtaatétiBcommunity development investments, SBICs are specifically excluded from the
Volcker Rule.Fofudtkesd, as noted above, improving the availability of credit to businesses in the Umited
States is a primary purpose of Section 622. Fodwate@bng such investments from the definition of “covered
acquisition” would allow all fimamcial companiies (including banking organizatioms) to continue to make
these investmemnts, which are an important source of funding to small businesses, without undermining
the purpose of Section 622 and the Proposed Rule. In addition, these investments are quite similarin
nature and purpose to merchant banking investments, whiich are excluded fromthe definition of
“covered acquisition” under the Proposed Rule.

12 CF.R. 225.28.EndFootnote.

SBICs are investment fundis licensed and regulated by the U.S. Small Business Administration thatseeligible
for certain benefits ifthey comply with certain regulatory restrictioms. Banks (and by extensionbankholding
companmies) have the authority under the Small Business Investment Act of 1958 to investin SBICs, subject to
certain quantitative | imits and as investments designed primarilly to promote the public welfareunder 12 §
USC 24(Eleventh). Federal savimgs associations have |irited authority to make investments that are
permitted for national banks under 12 C.F.R. 24.EndFootnote.

See 12 CF.R. 228.12.EndFootnote.
See 12 US.C. § 1851(d)(I)EE).EndFootnote.
FSOC Report at 14.EndFootnote.



C. Transactions Involving Banking Organizations' Traditional Lending and Qustimmer-
DrivenfattinitéasPages.

The definitiion of “covered acguisition” has the potential to subject many Ordinary Course
Business Transactions and transactions that support such activities, such as lending activity, imvestiments
by funds of which a fimancial company subsidiary serves as general partner, and bom ffite hedging
tramsactioms, to the 622 Concentration Limit. Because these activities relate to a financial compamy's
traditiomal customer-driven services and organic growth, which Section 622 is not designed tallimiitFootnote26.
they should appropriatelly be excluded fromthe definition of “covered acquiisittiom.*

This encroachment on ordimary business activity could arise because, for example, the
acquisition of certain assets, such as a loan portfolio, may be structured as a legal matterasan
acquisition of a special purpose vehicle instead of a purchase of the underlying assets themselles. This
is, in fact, a very common acquisition structure for loans, as well as many other types of fimancial assets
such as debt securities and leases. Similarly, a banking organization may acquire substantially all of the
assets of a company (e.g., all of the loans held by a company) even though it is not acquiringthe
company as a goingconcern. Certain leasing activitythat serves asthe functional equivalent of
fimancing is typically structured as an investment in acompany and therefore may raise the same
concern. It would be illogical and serve no public policy objective to treat the same umnderlying
economiic transaction {e.g.,, aloan) differentlly for purposes of the 622 Concentration Liimit based on the
form of legal transaction structure being utilized. Therefore, purchases of loan portfolios and special
purchase vehicles holding only loans and similar fimamcial assets should be excluded from the definition
of “covered aayuiisittion.”

In additiom, because of the broad definition of “control” under the BHC Act Fodiouaitde hedging
activity {e.g.,, in connection with customer-diiiven derivatives transactions or the issuance of sitructured
notes the perfonmamce of which may be linked to the performamce of various reference assets) could
give rise to a “covered acquisition.” Forexample, as a techmical matter, under the Proposed Rule, the
types of hedging transactions that may give rise to a “covered acquisition” may include scenarios where:

¢ the financial company issues notes linked to areference asset and buys over 25% of the
reference asset as a hedge in connection with the offering;

¢ the reference asset acguired asahedge of risk is an individual’s equity in aclosely held
corporation that constitutes over 25% of that class of equity in the conporattion;

the referemce asset acguired as a hedge of risk is 25% or more of the equity in a special purpose
vehicle that owns a portfolio of loans or debt securities;

79 Fed. Reg. 27801, at 27802; FSOC Report at 11.EndFootnote.

The definition of “control” under the BHC Act—which Section 622 amended to include the 622 Caomzantratiion
Limit as a new Section 14—=incluates the ownership or control of 25 percent or more of any class of voting
securities of a company, control in any manner over the election of a majority ofdirectors,amd the power to
exercise a control ling influence, 12 U.S.C. § 1841(a)(2).EndFootnote.



e the reference assets are loans, which are purchased from agpedial punpose vehicle, amd tine
loans represent all or substantiallly all of the assets of that special purpose vehicle;

¢ the reference assets acquired as ahedge of risk are 25% or more of outstanding debt s=qurities
of avariable interest entity, and the senior notehalders have voting powerto hire and fire the
trustee;

¢ the reference assets acquired as ahedge of risk are the residual equity tranches of avariable
interest entity that represent 100% of the equity and voting control of the entity; and

¢ the reference asset aoyuired as alhedge of risk iis llessthan 10% of the total equity of apputliidy
traded issuer but otherindicia of “control” are present, such asthe financial company hawing a
director on the issuer’'s board of directors or the right to appoint a memberto the board of
directors stemming from the fimancial company’s holdimgs in a separate dlass of emuiity.

Because boma ffibke hedging is an activity that promotes stability within the financial sedior amd shaowilld
create no netincrease in liabilities for a financial company, this adtiivity sthould e excluded from Sotiomn
622.Page9.

The BHC Act “control” definition also could restrict investments by a financial compamy's
controlled fund managed and operated for, and inthe best interests of, its clients.Fodursitaflar issue also
may arise in the context of a fimancial company providing the seed cajpital for afund ({to the exstmit
permitted underthe Volcker Rule for financial companies subject to its restrictioms). While the
investment may otherwiise present a promising investment opportumity, there may be temsions between
the fund manager's fiduciary duties to the fund’s investors and the need for the parent financial
company to abide by the restrictions of Sedtion 622.

In implementiing other regulatory requirements under the BHC Adt, the Fexdieral Resenve has
recognized that banking organizatiaons may seek to achieve organic growth through various means
including thirough transactions that are structured as asset purchases from third parties. For example,
under Reguiliation Y, no prior Federal Reserve approval is required for an acquisition of the assets ofa
company acquired in the ordinary course of business (subject to the provisions of 12 C.F.R. § 225.132) if
the assets relate to activities in which the acquiring company has previously received Federal Reserve

For example, a controlled subsidiary of a finamcial company may serve as the general partmer of (and thus
control for BHC Act purpases) a fund for third party investors that investin loans, loan portfolies, or other
debt, includimg in entities that hold such assets, and may make jnvestrments that exceed 24.9% of such an
entity. As aresult, a general partner of such a fund may have to force the fund to cap its investments jn such
entities at2419%, which may be inconsistent with the best interests of the fund’s investors and the general
partner’s duties or contractual requirements. As another example, a controlled fund may invest in a thiird
party-mamaged sub-fund, which primarily makes community development or public welfare investments. IIf
these investments jnclude equity investments, the controlled fund may choose not to invest—or potemtiially
could be prohibited from jnvesting—in these types of sub-fundis solely because the investrments would be
included in the calculation of the parent financial company’s liabilities .EndFootnote.



approval under this regulation to engage.Fodthetgeddamce provided in 12C.F.R. § 225.132 focuses on
whetherthe asset acquisition “constituttes the acquisition, in whole or in part, of a going concern*(i.e., a
focus on the fundamental purpose of the transactiom). Althowgh the approach in12 C.E.R. § 225.132
could not be used to address all of the scenarios that may arise underthe 622 Concentratiom Liimit
because it does not specifically contempllate, for example, the use of special purpose vehicles to
facilitate asset acquisitions, the concepts underpinning the exception to the prior approval requirement
for ordimary course asset acquisitioms and the guidance are equally relevant here. An exception for
Ordinary Course Business Transactions—whetherthey invelve direct investments in acquisition vehicles,
hedging activity, or acquisition of all or substantially all of the assets of a company—that de not
eenstitute the aequisition of a going coneern weuld appropriately limit the scope of the 622
Coneentration Limit. Mereever, an appropriatelly erafted anti-exasion provision together with existing
sypervisery autherity sheuld be syfficient to adedress any petential coneerns regarding suen an
exemption subverting the fundamental reguirements of Sectien 622.

Finally, we urge the Federal Reserveto reserve authority in the final rule to exclude additional
traditiomal banking functioms similar to these described in thiis section from the definition of “covered
acquisition” if the Federal Reserve detenmimes—wihen presented with aunique type of transaction or
set of facts—that such actiivities are outside the scope of transactioms and activities that the 622
Concentration Limit was intended to restrict.Footnote30.

. The De Miininss Exceptiion

It isimportant that the de miiniinigs exception that Congress envisioned be workable,
transparently administered, and sufficient to provide afinancial company with appropriate flexibility to
make an acquisition that, while not an Ordinary Course Business Transaction, woulld offer iimportant
benefits to the company but still have no meaningful impact on the company’s Market Share. Fiimamcial
companies of course must plan and manage their business to comply with the 622 Concentration Liimit.
Not all eventwsilitiies can be anticipated, howewer, and a de mikiinids exception without sufficient
flexitbility may ultimatelly prohibit fimancial companies from engaging in small, immaterial transactions
that pose no risk to fimancial stability but offer significant benefits (e.g., by spurring innovation or
allowing financial companiies’ customers to benefit from techma lngical advancements).

With these objectiives in mind, we have three significant concems with the Proposed Rulle’s
implementation of the statutory de miiiimids exceptiom. First, as currently designed, the Proposed Rule
may not, as a practical matter, allow fimancial companiies to carry out certain de miiniimids transactions
that would be wholly consistent with the spirit and purpese oftihe 622 Concentration Limit. In
particular, the de miniinigs cap is set too low to provide meaningful flexibility to pursue the types of
transactionsthat may enhance the services provided to customens, improve a financial company's

12 C.FR. § 225.22 EndFootnote.Page10.

We note that Section 622 explicitly authoriizes the Federal Reserve to issue interpretatioms or guidance
regarding the application of Section 622 to an individral fimamcial company or to financial companies in
general. See Section 622(d) of the Proposed Rule.EndFootnote.



competiitixaress and minimize techma lngical risks.Fo&eomad, we are concerned that, as structured, the
prior-approval requirement in the Proposed Rule may make the de miiniiniss exception largely unusable.
Third, the final rule should enunciate a specific standard for review and approval of de mimimis
transactioms, which should be based on whetherthe transaction woulld result in fimamcial sector
concentration that would pose arisk to fimancial stability.

A. The De Mirinss Cap is Too Lowy

We urge the Federal Reserve to increase the cap on de miiniini€s transactions to permit an
increase in liabilities of up to $5 billion, ratherthan $2 billion, on a12-month rolling basis. As described
below, a$5 billion de miiifnigs cap is unlikelly to raise financial stability concemms, would result in only a
de miiniimigs increase in the liabilities of large financial companmiies, and would be consistent with the spirit
and purpose of the 622 Concentration ILimit.

As an initial matter, we note that the $2 billion cap for de mimiiniss acquisitioms in the Piaposed
Rule represents a negligible proportion of the liabilities of the largest U.S. fimancial companies. Fora
financial company at the 622 Concentration Limit of $1.8 trillion in liabilities (assuming a Denominator of
$18ttillibanFodthet$2billion cap over a 12-month period would mean that the aggregate acquisitions
duringthat period could not result in an increase of more than approximatelly 1/10"" of 1% of the subject
institutiom’s “liabilities,” as defined by referemce to risk-weighted assets under Section 622 and the
Proposed Rule. As support forthe $2 billion cap, the preamble to the Proposed Rules (the “Proposing
Release”) points only to the Capital One@rtaFobirwhigh the Federal Reserve, applying the Fimancial
Stability Facttor, states that acquisitioms under$2 billion in assets “may be presumed not to raise
fimancial stability concerns” absent extenuating factors.Fodhet€apital One Order, however, used the
$2 billion threshold solely as an example of atransaction that siould mot raise financial sbethiilitty
concemns and, at that, in the context of only a single acquisition. The Proposed Rule, by contrast, would
use the same $2 billion threshold for all acquisitions by afinancial company over a12-month period.
Accordingly, the use of a higherthreshold than that in the Capital One Orderin the context of an
aggregate 12-month limit is entirely appropriate and not inconsistent with the examplle in the Capital
One Order of acquisitions that presumptiively raise no fimancial stability concerns.

As noted, we believe that the de miniinids exception is important to allow finamcial companies to
accommodate the unknown and participate in and encourage innovation, especially in areas, such as

In additiom, to the extent Ordinary Course Business Transactions as described above are not excluded from
the definjtion of “covered acquisitiom,” the ability to rely on the de miininiss exception becomes even more
important, though we note that even the higher de minimis threshold we propose in this letter would not be
sufficient, as a practical matter, to permit major finamcial firms to conduct Ordinary Course Business
Transactions at mormal levels of routime banking and related busimess.EndFootnote.Pagel1l.

inthe Proposing Release, the Federal Reserve estimated that Financial Sector Liiabilities were approxiimately
$18 trillion as of December 31,2013, based on publicly available regulatory reports, such as, for bank holding
companmies, FR Y-9C.EndFootnote.

Capittit/ One Finamiéd! Corparatition, Federal Reserve Order No. 2012-2 (Feb. 14, 2012).EndFootnote.
79 Fed, Reg. 27801, at 27809, citing the Capital One Order, at 30.EndFootnote.



technollogical advances, that potentiially provide significant benefits to fimancial companies and their
customens.ilAcquisitions that may lead to benefits for consumers or increase the safety and soundness
of a fimancial company but which may be unavailable to fimamcial companikes close to or at the limit
underthe Proposed Rule include, for example, investments in lending platforms that would expand
customers’ access to online services, which may improve afinancial company’s aility to meach a wiider
range of customers. Similarly, investments in technollagy consortia that are developing methadis to
reduce financial companies’ exposure to information technollogy risks benefit both customens and the
financial company. The inerease in technelegical offerimgs te consumers has become an increasingly
impertant faetor in finaneial companies’ competitnanass. AR inerease inthe de minimis eap should help
previde financial companies additional needed flexibilityte pursue these types of transaetions:.

Extiziblishing a higher cap is clearly withiin the Federal Reserve's authority. Paragraph (3)(c) of
Sedtion 622 does not impase a specific cap on de minimigs transactions, leaving the determimation to the
discretion of the Federal Reserve. Similarly, the FSOC Report provides only that “in establishinga
threshold for the de miniiigs exception, [the Federal Reserve] should ensure that the threshold does not
permit transactions that would be inconsistent with the spirit and purpose of the concentration limit."Footnote35.
A cap of $5 billiom, which would constitute less than 0.3% of the liabilities of a financial company att tthe
622 Concemtration Limit of $1.8 trillion in liabilities (assuming a Denominator of $18 trilllimm), woulld mot
conflict with the spirit and purpose of the 622 Concemntration Liimit because it would provide financial
companies with the ability to engage intnansactions that may provide significant benefits to financial
companies, its customers, and the broadereconomy. Importantly, the risk of doing so is minirmal. Any
material transaction within the scope of even an enlarged de minimis exeeption would eontinue to
reguire the Federal Reserve’s prier eonsent. As aresult, the Federal Reserve will have the oppertunity
to review transactions to ensure that they are consistent with the purpeses of Section 622 and the de
MiiRiMAss exeeption.

B. The Approval Process for Transactions That Qualify forthe De Miininigs Boeasguttion
Needs to Be Workable and Ad miniistered in a Tramspatent Manner.

As formulated in the Proposed Rule, the requirement that a financial company seekingto rely on
the de miiniimgs exception must receive the Federal Reserve's prior writtem consent may result in
significant administrative burden that could significantlly reduce or eliminate the usefulmess of the
exception.FodWetaiconcerned that, de pending on the approval requirements included in the final rule,
the volume of written requests for de minimiés transactioms may strain the ability of the Federal Ressrve
to process the requests on a timely basis.

To help alleviate these issues, we support the Federal Reserve’s suggestion in the Proposing
Release of an alternative approval mechanism for certain categories of transactions, although we

FSOC Report at 7, n. 15.EndFootnote.

Although the Proposing Rellease providkes guidance regarding the prior-notice process for de mimimis
transactions, tihe Proposed Ruleitself does not describe the timing requirements and approval process for
transactioms that qualify for exceptions to the 622 Concentration Limit under Section 622(c) of the Dwdid-
Frank Act.EndFootnote.



believe that the suggested threshold of $25 million is too low iAcoordingly, we recommend that the
Federal Reserve include in the fimal rule its general consent for a financial company to engage iin amy
transaction for which the consideration paid is $100 million or less, and for which the assodiited
increase in liabilities is withiin the de miiniimisgs cap, with only an after-tthe-fact notice on Form FRY-10 (or
similar notice for financial companies not required to file the ARY-10). The $100 million proposed
transaction value cap is a far simpler, more transparent and practical measure for afinancial company to
use when planning transactions and would be likely to have, at worst, a negligible impact on liabiliiifs. A
morve predictable measure may also reduce the number of notices that are filed on a purely cautionary
basis beeause a finaneial company may net knew early in the proeess what the ultimate effeet en
liabilities will be. Of eourse, afinaneial company weould sill ive subject to the &ap on de minimis
transactions ever a 12-menth peried, ealeylated en the basis of the inerease in liabilitrs, which means
that as 3 financial eompany appreaches the de mirimss eap, it will need t6 MBRiter Beth the
eonsideration te be paid and the inerease in liabilities relative te the eap te ensure it weuld remain in
E8Mmplianee with the e minimis exeapioon aeress all of its tiansaetions. Finally, frem a practieal
Perspeetive, 8 previsien in the final rule granting a general consent for alimited Wniverse of truly de
iR transaetions weuld save the Federal Ressrve the sighifieant administrative Burden assosiated
Wifh Fé\\/ié\’)(/iiﬂg 8nd a&ting 8n netices that sheuld ret iR fact raise EBREEMNS 8B8Ut ESRESREFatiBR iR the
financial S8k

If a fimancial company needsto rely on the de miiniiniss exception for any Ordinary Course
Business Transactions (i.e., if the Proposed Rule is not modified as recommended in Part Il above), we
would also recommend that such transactions be pre-approved as a categwyy with only after-the-fact
notice required (provided that the cap on de miniimés transactions would apply). Because they are
Ordinary Course Business Transactions and not strategic in nature, they are wholly unlikelly to resultin
the types of increases in firm size or systemic concentration that the 622 Concemtration Liimit is intended
to restrict,

C. Approval of De Miiniiniés Transactions Sihould Be Based on their Impact on Fiimancial
Stialility.

As a further enhancement to the proposed framewotk's transparemcy, we strongly suggest that
the final rule specify the standard the Federal Reserve will use to evaluate the transactions that require
prior approval underthe de miniiigs exce ptiom. The statutory exclusion of de miniimiss transactioms from
restrictioms of the 622 Concemtration Liimit indicates that such transactions do not raise fimancial stability
concems. Therefore, we believe the Federal Reserve should evaluate requests underthe de rminimis
exception against a stamdard that iis diearly comsiistent with this statutory aypproach -iiee,, whether the
consummation of the transaction would create alevel of concentration in the fimamcial sector that would
pose athreat to fimancial stability. This standard would be similarto the standards that Congress
provided in the prior-consent requirements included in Section 163 (covering certain nonbank
acquisitioms) and Sedtion 604 (covering certain bank acquisitioms) of the Dodd-Frank Act, while also
reflecting Section 622's clear statutory direction that any transaction that meets the de rmimimis
threshold should be approved absent unusual circumstanoes. Because the Proposed Rule does mot
provide any guidance on the process, timimg, or standards for applications under the de rmimimis
exception, however, we strongly suggest that Federal Reserve do so in its final rule.



V. The Notification Requirement for Covered Acquisitions Below the 622 Concentration Limit As
Proposed Is Unnecessary and Unduly®BxoadPage14.

The require ment that certain fimancial companies provide prior notice of covered aaguisitions
that do not cause a breach of the 622 Concentration Limit is unnecessary, undully broad, and mot
mandated by Section 622. Accordingto the Proposing Release, the purpose of the pmimr-notice
requiremenmt for a fimamcial company with liabilities as low as 8% of Financial Sector Liabilities pursuinga
covered acquisition that would increase its liabilities by over $2 billion (a “Reportable Transaction”) is to
“allow the [Federal Reserve] to monitor compliance with the statute.FoothHweasver, a financial compamy
holding only 8% of Financial Sector Liabilities is, in practical tenms, not close to exceeding the 622
Concentration Limit, and certainly not with an acquisition (or series of acquisitioms over a 12-month
period) that adds $2 billion (orthe proposed $5 billion) to its liabilitizs. With an appropriately
transparent Callculation Methodidlogy, as discussed in Part V, below, fimanaial cormpaniies will be well
placed to monitortheir own compliamce with the limit and will have every incentive to consult with the
Federal Reserve should any transaction put the company at risk of exceeding it. The imposition of such
a prior notice requirement would add significant burden and would create administrative difficulties for
fimancial companiies and the Federal Reserve alike without a corresponding benefit.Fodktomatingly,a
Reportable Transaction should be required on an after-tihe-fact basis only. This approach would liimit
the administrative burden whille preserving the Federal Reserve's ability to “monitor” compliiamce with
Sexction 622.

If a prior notice requirement is retained, at a minimum, the thresholdis should be adjusted.
There simply is no compellimg reason to require notifiication of transactioms that do not bring a financial
company remotely close to the 622 Concentration Limit. If it is determimed that such a notiice is
required, it should be triggered only whem, upon consummation of atransadtion, afinancial campamny
exceeds 9.5% of Financial Sector Liabilities. This threshold would still ensure that the Federal Reserve
has ample notice before afinancial company approaches the 622 Concentration Liimit.Footnote39.

79 Fed, Reg. 27801, at 27808.EndFootnote.

We note that in other contexts, the BHC Act sets the threshold for a reportable tramsaction at a level well
above $2 billiom. For example, Section 163 of the Dodd-Frank Act requires prior notice for the acquisition ofa
nonbank company engaged in activitiies that are financial in nature only when the company to be acquired
has total consolidatied assets of $10 billion or more. 12 U.S.C. § 1843(k)(6). This suggests that in Congress'’
view prior review by the Federal Reserve of financial holding company transactions below the $10 hiillion
threshold is unnecessary as these transactions should presumptively raise no financial stability concerns. Itis
also noteworthy that inthe context of 12 U.S.C. § 1843(k)(6), Congress —in the statute itself—provided for
the prior notification requirement. The factthat Congress did not include a prior notification requirement in
Section 622 suggests that it did not view additiomal information about transactioms that did not causea
financial company to exceed the 622 Concemtration Liimit to be necessary or useful from a financial stability
perspective.EndFootnote.

We note that a financial company holding 9.5% of Financial Sector Liiabilities before a transaction would have
to make an acquisition of over $9 billion in order to breach the 622 Concemtration Limit if one assumes a
Demominator of $18 trilliiem.EndFootnote.



Furthermore, if retained, the timimg of any prior notice needs to be adjusted to provide
sufficient flexibility for fimnamcial companies to pursue transactions that are permissible under the 622
Concentration Limit.;Adjustment of the timing of the requirement is particularly important if all
Ordinary Course Business Transactions are not excluded from the definition of “covered aayuisition.”

As proposed, afinancial company must motify the Federal Resetve of a ke portable Themsaatiom
at the earlier of 60 days before the consummation of the Reportable Transaction or 10 days after
execution of the transaction agree ment.Fodimtsdmple of a potentiial timiing issue that arises is in the
context of transactioms conducted via an auction process, whiich is common for loan portfolio sales. In
the auction process, the winning bidder generallly will not know it isthe winning bidder until sthortly
before execution of the agreement specifying the tenms of the transaction. If the time period lbetween
execution and consumpmation of an agreement that constitutes a covered acquisition is short, it may mot
be possible for afinancial company to provide motice “atthe earlier of 60 days vefore the
consummatiom of the covered acquisition [and] ten days after execution of the transaction agreement.”
To enable financial companiies to continue to participate in transactioms, such as loan portfolio auctions,
that involve short periodis between execution of the agreement and eonsumration of the transaetion,
thiis provision sheuld be revised to allow netice at the "later of 60 days before the eonsummation of the
eevered aeguisition and 10 days after exeeution of the tiansaction agreement.”

Finally, we note that there may be circumstances where it is impractical for a financial company
to provide prior notice and recommend that the Federal Reserve provide the ability in the final rule to
grant waivers for immaterial and/or inadvertent covered acquisitioms that otherwiise would be
reportable underthe rule.Footnote41.

V. Calculation Methotiolkogy.

We have concemns regarding certain techmical aspects of the methodalogy for calculating a
fimancial company’s Market Share underthe Proposed Rule. First, in orderto allow fimancial companies
to forecast more acourately their share of Financial Sector Liabilities and properly evaluate potential
acquisitions accordingly, we encourage the Federal Reserve to publish the techmical methodology used

See Section 251.6(b) of the Proposed Rule.EndFootnote.

A finamcial company could acquire inadvertent “control|” of a company as a result of events that are mot
related to the financial compamy’s economic interestin the entity. For example, securitization trusts often
have provisioms that grant holders of debt certain rights (e.g., a director on the board of directors) upon the
occurrence of certain events. Such a right may be triggered without advance notice to the financial company.
Additionallly, a finamcial company often is not aware of what other assets are held by the sellerin an
acquisition, so it may unknowingly purchase “substantiallly all” of the assets of a seller and thus inadvertently
participate in a covered acquisition. If the Federal Reserve does not grant a waiver in this scenario, a financial
compamy should be ableto cure the fallureto obtain prior approval ifitinforms the Federal Reserve of its
inadvertent esntrol pesition oF inadvertent eavered aequisition within 10 days ef the seeurience of the
triggering event.

More broadly, we encourage the Federal Reserve to reserve authority to grant waivers to the prior motice
requirements as well as other waivers that are consistent with Section 622. Flexiibility, to the extent
consistent with Section 622, could be an especially importanttool during times of severe finamcial distiress.EndFootnote.



in calculating Financial Sector Liabilities, including whiich line items from FR¥-9C reports are included.Page16.
Second, the Callaulation Methodalogy should provide amechanismto “stabilize” the calculation of
Financial Sector Liabilities as Basel ill comes into effect.

A. The Federal Reserve Should Publish the Details of Its Caliculation Methodollogy to
Allow Financial Companies to Emsure Their Activities Will Comply with Sedtion 622.

Additiomal detail is necessary with respect to the Federal Reserve's proposed Callouilzition
Methodology to assist financial companies in their compliance with the 622 Concentration lLimit.
Publication of the specific methodidiegy for calculating the Denominator, similarto the level of detail
provided in the calculation of afinancial company’s sihaire of mationwide deposits wunderthe RRége-Neall
Act. Foutoaid 42 helpful for fimamcial companies approaching the 622 Conmoentration Limit. Greatter
specificity would enable them to more accurately project their Market Share as they consider their
business plans.

At a minimum, the description of the Caliculation Methodology would include the source of the
information on which the calculation is based—that is, not only the re porting forms from which the
informatiom may be drawn but also the specific line items, from which the values are taken (for example,
whether accounting adjustments in lines4 (Acoumulated Other Comprelhemsive Income) and 7B (Debt
Valuation Adjustmemnt) of the FRY-9C's schedule HC-Rare considered deductions subject to the adid-
back requirememt). In addition, for fimancial companies that are not currently required to publicly report
the information necessary forthe Federal Reserve to calculate Frivearaiad Beet torlli sillities the
description should identify the specific source of the informmation the Federal Reserve has relied omto
perform the caloulation. The description also should provide sufficient detail regarding the
methodolagy forcalculatimg the liabilities of foreign banking organizatiams and specify the sources of the
information relied on for the caliculiztion.

We note as well that we support the Federal Reserve's use of the institutian-sspecifiic approach
to risk-weighting exposures that must be deducted from regulatory capital. As noted in the Proposing
Release, this approach would provide a more precise methodidlogy for converting a capital deduction to
a risk-weighted asset amount without changing the total capital ratio of the institution and more
accurately reflect liabilities in an “institwttbon sgpeciific manner.”Footnote43.

B. The Federal Reserve Should “Stabilize!"the Callaulation of Financial Sector Listilities
as the Basel lll Regulatory Caypital Regime and Other Similar Reguilatory Changes
Take Effect

Changes to the regulatory system that affect the calculation of the Denominator, such asthe
implementation of the Basel lll regulatory capital regime, reflect a diamge only to hhowthe imputs to the

See, e.g., Federal Reserve System, Order Approving the Merger of Bank of America Corporation and
FleetBoston Financial Corporatiom, at 59-60, March 8, 2004, avaifibie at
http:/fwmw federal reserve.gov/boarddocs/pres s /ordiers/2004 2200403884 stttabhraen ppdfEndFootnote.

79 Fed Reg, 27801, at 27803-4.EndFootnote.



Callculation Methodlalngy are measured and not the underlyimg liabilities, risk or concentration in the
fimamcial sector.iFor this reason, we support the Federal Reserve's proposal in the Proposing Release to
calculate Financial Sector Liabilities as of the previous calendar year-end rather than the average of the
previous two year-emds for atransition period through full implementation of the Basel liil nesgyl lzttory
capital regime. This methodalogy woulld be consistent with the general approach of the FSOC in making
recommemndiatiors regarding implementation of Section 622, whiich was to calculate Financial Sectior
Liabilities so as to prevent "“unmecessary volatility” in the application of the 622 Concentration Liimit.Footnote44.
Usingthe previous calendar year ratherthan the previous two years would prevent “unnecessary
volatility” resulting purely from the implememtation of new rules rather than in the actual aggregate
liabilities and concentration in the fimancial sector. We also urge the Federal Reserve to reserve
authority to adjust the Caloulation Method@logy in this mannerin the event that other future regulatory
changes, whether anticipated or not, threaten to have a similar destabilizing or distortive impact on the
calculation of Market Sthares.

VI. Further Clarifications Regarding the Scope of “Covered Acquisitions”.

In orderto avoid any potential for confusion, we strongly suggest that the Federal Reserve
explicitlly confirm in its fimal rule what we believe is implicit in the language and structure of the
Proposed Rulee—-mamelly, that securities re purchase fimamcing and securities borrowing and lending
tramsactions are not “covered acquisitions.” These tramsactioms are critical to the functioning of
fimancial markets and are not the type of expansionary acquisition to which the 622 Concentration Liimit
is meanttoe apply. In many cases, a financial company engaging in this activity is perforrming a market
fmaking funetion, which is speeifieally exeluded from the definition ef Covered Aeguisition underthe
Propesed Rule. Overall, these tiansaetions previde little, if any, oppertunity for evasion ef the limit, Rer
shoeuld they lead te a long-term, sustained inerease in afinaneial eompany’s liabilities.

e Securitites repundttecee fiimmeirin g tramsatitiosns. Seaurities repurchase financing transactions are a
form of short-term fimancing relied on by a wide range of fimamcial market participants. The
ability of fimamcial companiies to continue to engage in these transactions at current levels is
critical to fimancial companies and the markets they serve. These tramsactiomns should not
increase concentration at particular finamcial companiies because the arrangements are sthortt-
term, and fimamcial companiies would not have an incentive to accumulate these holdings
because they offer relativelly low interest rates in comparison to other lending products. In the
Proposing Release, the discussion of the exception for “ordimary business transactiomns” referred
specifically to the fact that shares in those types of transactions generally are held for aliimited
time period.Fodvetbetieve this rationale applies equally to securities re purchsse financing
transactions and that they should therefore be excluded from the definition of “covered
acquisition.”

e  Securifites bomawinigg and lendiimg tramsswtibions. Securities borrowing and lending transadtions
are similarto securities re purdhase fimancing transactioms and serve a similar role in markets. In

FSOC Report at221EndFootnote.
79 Fed, Reg. 27801, at 27809.EndFootnote.



these transactions, a financial company acguires sihares, generally on asttoot ttemm beesiis, fr
resale and does not exert managerial control over the underlying companiies. Once again, the
short-term nature of these transactions supports their exclusion from the final rule.Page18.

The Associations appreciate the opportunity to provide comments on the Proposed Rule. Should
you have any questions or need further inforrmatiiom, please contact Sloan Hattfield at 202-649-4602
(email: sloan.hatflieliti@ttesd baringhoonsse angg)) or Gregg Rozansky at 212-612-9220 (@mail:
gregg.rozansky @thexdemnimghoisse ang).
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AnnexA

The Clearing House. Estiablished in 1853, The Clearing House is the oldest bamnking assodiattion amd
payments company in the United States. It is owned by the world’s largest commeircial banks, which
hold more than half of all U.S. deposits. The Clearing House Association LLC. is anonpartisan advocacy
organization representing through regulatory comment lettens, amicus briefis and whitepapersthe
interests of its owner banks on a variety of important banking issues. Its affiliate, The Clearing House
Payments Company L.L.C., providies payment, clearing and settlement services to its member banks and
other financial institutions, clearing almost $2trillion daily which represents nearly half of the
automated clearing-house, fundstramsir, and check-image payments made in the United States. See
The Clearing House's web page at Www.theclRaliitghouse. oFg.

The Ameriican Bankers Assodiattion. The American Bankers Association is the voice of the mation's $14
trillion banking industry, whiich is composed of small, regional and large banks that together employ
more than 2 million people, safeguard $11 trillion iim deposits amd extend mezry $Btriil lion im| bsms.

ABA believes that government policies should recognize the industry’s diversity. Laws and regulations
should be tailored to correspond to a bank’s charter, business model, geography and risk profile. This
policymaking approach avoids the negative econamiic consequences of burdensome, unsuitable and
inefficient bank regulation.

Through a broad array of information, traimiing, staff expertiise and resources, ABA supports banks as
they performtheir critical role asdrivers of America's economic growth and job anesttion.

The Fiinancial Services Roundtable. As advanatéss ftor a stramy ffiremectilfuta e ™ FESR eppessaind 1000
integrated fimancial services companies providing bankimg, insurance, and investment products and
services to the Ameriican consumer. Member companies participate through the Chief Executive Officer
and other senior executives nominated by the CEO. FSR member companies provide fuel for America's
economic engine, accounting directly for $98.4 trillion in managed assets, $1.1 trillion in revenue, and
2.4 million jobs.




