The Clearing House.

Institute of International Bankets

February 2, 2015

Mr. Robert deV. Frierson

Secretary.

Board of Governors of the Federal Reserve Sysitem
20" Street & Constiitution Avenue, MW
Washington, D.C. 205511

Re: Proposed Agency Information Caollection Activities; Comment Reguest: Proposal
to Approve the Exttension for Three Years, with Revision, the Following Reports:
The Complex Institution Liquidity Monitoring Report and the Limuidity
Monitoriing Report (79 Fed. Reg. 71,416 (December 2, 2014}) — Docket No. R-
1503.

Mr. Frierson:

The Clearing House Association LL.C. (“The Clearing House"), the Institute of Imiternational
Bankers (the “1IB"), the Financial Services Roundtable (the “FSR"), and the American Bankers Assudiitiion
(the “ABA", and together, the"Asssodiakions) Foapprediate the opportunity to comment on the Board of
Governors of the Federal Reserve System’s (the “Board”) proposed revisions (the “Proposal”) to the
Complex Institution Liquidity Monitoring Report (“FR 2052a") and the Liquidity Monitoring Report (“FR
2052b”, and together with FR 2052a, the “Reports”). The proposed changes to the Reports would,
among other thiimgs, modify the reporting panel, increase the frequency of reportimg, revise the
reporting platform structure, and increase data item granularity. As currently proposed, these revisions
would first become effective beginning on March 31, 2015.

The Associations recognize that the financial crisis highlighted the importamce of monitoring
liquidity on both an institutiom-specific and a system-wide basis. Accordingly, the Associationms support
efforts by the Board and other U.S. and internatiomal banking regulators to improve regulatory
standardis and industry practices with respect to liquidity. Similarly, the Associations appreciate the
Board's supervisory role in ensuring the safety and soundness of individual banking institutioms and,
more generally, enhancing the stability of the financial system as a whole. The Reports form an
important part of this supervisory surveillance role.

As more fully described below, the Associations are concerned, however, with several aspects of
the Proposal, including: (i) the insufficient implementation timelimes provided for in the Proposal; (ii) the
short “T+2" window between the submission date and the “as of” date for the FR 2052a; and (iii) the
granularity of some of the proposed data elements of the Reports.

De=miiptions of the Assodiations can be found in Annex A.EndFootnote.




In addition, the Associatioms support the Board’s intent to align data elements of the Reports
with those of the final U.S. Liquidity Coverage Rattio(({(OERY Fandstangly encourage the Board to
publish additional information regarding the use of FR 2052a for LCR compliamce monitoringi2in this
regard, Annex B of thiis letter sets forth certain concerns regarding alignment of the data elements of the
Reports with the LCR.

L. The Board Should Provide Sufficient Time for Implementation of Reporting on FR 2052a.
A. “Advanced Approaches” Banking Organizatioms with Less Than $700 Billion in Assets and

Fiirms Subject to the Modified LCR Methodology by the Final LCR Rule Should Not Be
Required to Report on FR 2052a Before July 1, 2016.

Under the Proposal, “advanced approaches” banking organizatioms with less than $700 billion in
total consolidated assets would be required to begin reporting on FR 2052a on July 31, 2015. The
Associations believe this is an extremely short timeframe, particularly in light of the significant resources
currently being devoted to LCR implementation. As the Board is aware, these institutioms are in the
proeess of building the information systems and internal processes and procedures necessary to come
into compliance with the daily LCR calculation requirement by July 1, 2016. Successful transition to FR
2052a will be heavily dependent on their abllity to leverage the same subject matter experts and
technollogy employees within these banking organizations’ teams that are eurrently deveted to projects
to identify additienal reguired diselosures and autermate the multiple new data feeds neeessary fer rapid
LCR ealeylation and reperting. Requiring these institutions te begin reperting 6n FR 2052a by July 31,
2015 weuld divert these and ether impertant reseurees from efferts te ensure daily LER esmplianee by
July 1, 2016 and petentially put these efferts at risk. Beeause the data eslleetion reguired by FR 2052a is
Beth Breader in scope and mere granular iR detail than the ealeulations reguired fer menthly LER
Eompliance (subjeet t6 BUF ESMMRRLS iR Se&t8R Il of this letter), FR 26523 requites sutemated data
s8lutiens e extract and disaggregate data fram souree systems in & mueh mere granuiar fashien than is
feguired fer menthly LER: Therefere, menthly FR 38532 reperting £3AAGt be equated—=firom & systems
8nd processes 3Ad procedures perspective=with meeting the MBnthly LER eafcuiation réquirement:
EGRSEGUERTY, the iRstitutions that weuld Be syBjett 18 the propased fuly 31; 3618 timekame face 3 real
PrBSpect 8 A8t BeiRg Sparatianally prepared 18 £8ligct, disaggregate, and repart the daia required for
FR 36533 By July 31, 3648, &VER if it Were 8A 3 delayed repsring Basks: Indeed, we Believe that the
IRFEFMALIBR systems 3Ad related eHarts assoaiated With the propated FR 28823 are; iR CEHAIN FESPaELs;
MBke aKIR With these that Wil B8 {REIYGEY iR the EalcHiation 8k the daily LER:

For these reasons, we believe that the two efforts (FR 2052a and daily LCR implementation)
should be on the same timeline for “advanced approaches” banking organizatioms with less than $700
billion in assets that are currently reporting liquidity related informatiom on FR 2052b, (which went into
effect on November 30, 2014 for theseiirsstittutiossFovirartdar to help ensure successful immplementation
of both efforts, including the provision of liquidity data of the quality and reliability consistent with
regulatory expectatioms. When finalizing the LCR, the Board and other federal banking agencies
recognized the operational difficulties associated with building the systems and infrastructure necessary

79 Fed. Reg. 61440 (October 10, 2014).EndFootnote.
79 Fed. Reg. 48158 (August 15, 2014).EndFootnote.



to calculate the LCR on a daily basis and adjusted the transition periods to “addiress cormmentators'
concerns that the proposed transition periodis would not have provided covered companies enough
time to establish the required infrastructure to ensure compliance with the proposed rule's
requirements including the proposed daily calculation requirement.”Fodinetddsociations respectfully
request that the Board also provide more adequate time for the proposed implementation of FR 2052a
by “advanced approaches” banking organizatioms with less than $700 billion in assets that are currently
reporting liquidity related information on FR 2052b by extending the implementation date with respect
to such firms from July 31, 2015 to July 1, 2016, consistent with the implementation date for daily LCR
calculatioms for such firms.

The Proposal would also require firms subject to the modified LCR methodiology by the Final LCR
Rule. Hble §Mamdlified LCR Banking Organizatioms™) and certain domestic institutioms not cumrently
reporting on either FR 2052a or 2052b to begin reporting on FR 2052a on January 31, 2016. These
organizatioms are in the process of developing the requisite information systems, internal processes and
procedures necessary to come into compliance with the monthly LCR calculation, all of which requires
substantial effort. Modified LCR Banking Organizatioms are relatively smaller in size, and thus have
comparatively less resources to dedicate to both the LCR and the potential implementation of FR 2052a
reportimg. Furthermore, institutioms not currently reporting on FR 2052a or FR 2052b have more limmited
systems currently in place from which to transition to FR 2052a reporting. Thus, we respectfully urge
the Board to also eonsider adjusting the implementation date for FR 2052a reperting for Modified LCR
Banking Organizations and eertain domestie institutions net eurrently reperting en FR 2052a ofF 2052b
until July 1, 2016.

Since the “advanced approaches” banking organizatioms with assets less than $700 billion and
Modified LCR Banking Organizatioms would, in the meantime, continue reporting monthily on FR 2052b,
we believe the Board would still have sufficient relevant liquidity data concerning these institutioms from
a supervisory perspective.Footnote6..

B. The Implementatiom Sdhedule for Foreign Banking Organizatioms with U.S. Assets Greater
than $50 Billion and U.S. Broker-Dealer Assets Less Than $100 Billion as Stated in the Notice
of Proposed Rulemaking is Umrealistic.

Foreign banking organizatioms (“FBOs") with U.S. assets greater than $50 billion and U.S. broker-
dealer assets less than $100 billion (“New FBO FR 2052 Reporters”) would be required under the

79 Fed. Reg. 61440,61444.EndFootnote.Page3.
79 Fed. Reg. 61440.EndFootnote.

In the event that the Board decides, neverthelless, not to revise implementation of FR 2052a nexparting) for
“advanced approaches” banking organizations with assets less than $700 billion and Modified LCR Bamking
Organizations, because of the difficulties associated with providing contractual cash flow reporting for
principal and interest payments on loan book and similar assets and liabilities and similar products for periods
beyond the thirty days required for LCR, the Associations request that in no event should maturity buckets
beyond thirty days for such assets be part of these firms’ reporting obligations prior to July 1, 2016. The
Associgtions note that eurrent dynamie forecasting systems used as part of these firms’ |iquidity menitoring

efferts will require substantial reteeling in erder te generate straight eontraetual eash flow prejeetiens.EndFootnote.



Proposal to begin reporting on FR 2052a by January 31, 2016 and develop the capability for daily
reporting on this form by buly 31, 2016.:0nly some of these institutioms have U.S. bank holding company
(“BHC") subsidiaries currently required to report on FR 2052b (each, an “FR 2052b Foreign-Owned BHC
Reporter”). None of the FBOs themselves, their other “material entities managed within the U.S.Footnote7.
“material entities actively managed from the U.S.Foarmremfrrently subject to such meporting
requirements, however. The challenges described in Part I.A., above, are significantly magnified for New
FBO FR 2052 Reyporters given that such institutioms lack either prior reporting history altogether or,
alternatively, prior reporting history for any entity other than their FR 2052b Foreign-Owned BHC
Reporter. These FBOs have no prior FR 2052 reporting history for their consolidated U.S. assets,
“material entities managed within the U.S.” that are not the FR 2052b Fareign-Owned BHC Reporter or
material entities actively managed from the U.S.

Moreover, New FBO FR 2052 Rejporters are currently working towsartts coming into compliance
with applicable requirements of the enhanced prudential supervision standards of Section 165 of the
Dodd-Frank Wall Street Refiorm and Consumer Protection Act of 2010 (“Dodd-Frank”) and the Board's
Reguilation YY.Fobhoge New FBO FR 2052 Reporters with a FR 2052b Foreign-Owned BHC Reporter or
otherwiise with U.S. non-branch assets of at least $50 billion will be required under the regulations to
form intermediiate holding companies (“IHC") for their controlled U.S. subsidiaries by buly 1, 2016.Footnote10.
These FBOs were required to submit their IHC implementation plan by Jamuary 5 of this year and are
now turning their efforts te the significant task of actually preparing and implementing the tramsfer of (i)
the entire ownership of any U.S. BHC Subsidiary, (ii) any insured depository institution subsidiary, and
(iiij U.S. subsidiaries holding at least 90% of the FBO's U.S. non-branch assets to an IHC.Fodmauddition,
New FBO FR 2052 Reporters are preparing to implement the monthly liquidity stress testing required by
Reguilation YY.Footnote12.

Finally, the final U.S. LCR rule currently applies only to a subsection of these FBOs, and, for those
FBOs to which the final U.S. LCR rule does apply, it applies only with respect to the FR 2052b Fareign-
Owned BHC Reyporter. The final U.S. LCR rule does not apply to consolidated assets of the New FBO FR
2052 Rexporters or their other “material entities managed withiin the U.S.”FodMbikd # is anticipated that

79 Fed. Reg, 71416, 71420 (December 2, 2014).EndFootnote.
Proposed FR 2052a | rsstuudiions att 2. EndFootnote.

12 CFR. part 252 etssgEndFootnote.

12 CF.R. §252,153.EndFootnote.

We note that some New FBO FR 2052 Rgparters with FR 2052 Fenegm-Oxmed! BHHC Repmoter sutisdimries nmay
choose to consolidate their U.S. subsidiaries under the existing U.S. BHC subsidiary, but this is not necessarily
the case for all New FBO FR 2052 Rsporters with FR 2052 Fersgm-Oumed BHC Rppoter subisdiaries. Im
addition, it is generally expected that the IHCs established by New FR 2052 FED fepaotiers, wihether ar natt
they have a FR 2052b Foresign-Quimned BHIC Reyurtier sibizidtiany, willl imdude U.S. operatiions thatt previouslly
were maintained outside of the U.S. holding company structure.EndFootnote.

12 CF.R.§ 252.157.EndFootnote.
79 Fed. Reg. 71416, 71420.EndFootnote.



future rulemaking willl cover some of these entities, it will be difficult for these FBOs to plan and budget
for U.S. LCR compliance until such time as the final rules are promullgated.Page5.

In light of the foregoing significant regulatory burdens already faced by these FBOs over the
coming year and a half—all of which will consume substantial management and financial resources—
and because of the relative lack of lead time and prior experience these FBOs have had with respect to
U.S. LCR compliance and liquidity monitoring reporting as compared to their U.S. chantered
counterpants, we believe the implementation timeline in the Proposal for New FBO FR 2052 Reporters is
unrealistic. The Associations therefore ask that the Board revise the Proposal to provide time for New
FBO FR 2052 Reporters to transition to reporting on FR 2052b before reporting on FR 2052a, consisttent
with the transition provided for U.S. chartered firms, and to give New FBO FR 2052 Reporters time to
understand and implement anticipated rulemaking that will likely apply a U.S. LCR rule to their lbroader
U.S. organization prior to obligating such firms to report on FR 2052a.

Specifically, we ask that New FBO FR 2052 Rejporters (i) begin reporting on FR 2052b on a
monthily, “T+15" basis with respect to those U.S. operatioms identified in consultation with the Federal
Reserve Staff, with a first “as of”’ date of July 31, 2016—i.e., so that the onset of monthly FR 2052b
reporting would coincide with the time that the IHC-related reorganization required by Regulation YY
must be completed—and (ii) begin submitting FR 2052a reports on a monthly basis a year later, with a
first "as of” date of July 31, 2017. Until such tirme, the Associations recommend that FR 2052b Fereign-
Owned BHC Reporters continue to submit reports on FR 2052b on a monthly "T+15” basls and that ne
other FR 2052 reporting be required with respeet to these firmais without further eonsultation by the
Board following elarification of their pesition within the FBO's IHC strueture and the eonelusien of the
antieipated future rulemaking regarding the breader application of the LCR rules to FBOS' U.S.
eperations. We submit that the approach sutlined abeve will give these FBOs time te adjust to their
Rew Brganizational struetures, understand, adjust to, and implement antieipated rulemaking that will
likely apply LER te their Breader srganization, and transitien t& FR 2052a reperting iR 8 similar fashien t6
transition previded fer U.S: eRartered firms:

. The Board Should Provide Longer Windows for Data Collection and Reporting.

A. FR 2052a Reports Sthould Be Due on the Fifth Business Day Fallowing the “As of” Date for
“Advanced Approaches” Banking Organizatioms with less than $700 Billion in Assets and
New FBO FR 2052 Reporters and at Close of Business on the Second Business Day for
“Advanced Approaches” Banking Organizatioms with Greater than $700 Billion in Assets.

Under the Proposal, institutioms would be required to submit the FR 2052a by noon Ezstiern
Standard Time (“EST") on the second business day following the “as of” date. Because of the noon EST
deadline, the requirement is effectively a “T+1.5" deadline. The problem is even more exacerbated for
institutioms headquartered in time zones in the central and western United States.

The Associations are concerned that this window may not allow for necessary and ajppropriate
time to undertake all of the activities that need to be completed prior to submitting a regulatory report,
such as extracting data from source systems, aggregating data in a manner that is consistent with the
proposed FR 2052a instructioms, and undertaking all of the data quality steps that need to be completed
in order for management to sign off on a regulatory filing. Once all of this has been done, forecasting



contractual cash flows will likely require additiomal overnight processing/50nly then can comprehensive
validation be completed. In some cases, data may be extracted from one source system and then
combined with data from another source system before the above-mentioned steps can begin. In short,
all of these steps are estimated to take at least a few days to complete in order to assure management
that the submiissions are accurate and complete. If there are any data issues encountered along the
way, which is not uncommon when processing such large volumes of data, institutioms would have
virtually no time to troulbleshoot and make correctioms before filing a document of the quality that
supervisors expect and that their internal control procedures require.

As such, we ask that the Board require that reports be due on the fifth business day following
the “as of” date for “advanced approaches” banking organizatioms with less than $700 billion in total
consolidated assets. For similar reasons, we ask that monthly FR 2052a reports of New FBO FR 2052
Reporters be due on the fifth business day following the “as of” date once such institutioms are required
to report on FR 2052a.

In addition, while “advanced approaches” banking organizatioms with greater than $700 billion
in total consolidated assets have been subject to daily reporting under the current reporting template,
there are a number of areas where the Proposal provides for significantly expanded data mequirements
that in many instances will require aggregation and review of data across multiple booking systems. We
ask that such organizatioms have two full business days following the “as of” date to submit the
proposed revised FR 2052a reports.

B. FR 2052a Reports of Modified LCR Banking Organizatioms Should Be Due on the Fifteenth
Day Fallowing the “As of” Datte.

The Proposal would require all institutioms reporting on FR 2052a to report on the second
business day following the “as of” date, regardless of whether such firms are actually subject to the daily
LCR calculation requirement. As discussed above, reporting on a “T+2" basis is functiomally equivalent,
from a systems perspective and in other relevant respects, to requiring daily reporting for iimstfitutions
that are required to calculate the LCR only on a monthly basis. The Associations respectfully submit that
the Board reconsider the proposed submission date and provide instead that institutioms not required
under the Propesal to repoert daily en FR 2052a submit sueh repofts on the fifteenth day fellowing the
"as of” date. We believe that this eRange would be mere eonsistent with the implementation of the LCR
for these institutiems and previde appropriate time for them to complete their menth-end finaneial and
86€QURtIRg elesing precess and perferm neeessary analyties and data guality eReeks. IR this ManAer,
dermestic firms weuld aveid Raving te build the extensive and eestly infrastrueture te effeetively
esmplete daily LER ealeulations at the end of eaeR menth fer purpeses of FR 2052a reperting &ven
though the medified LER was speeifieally intended te 8Rly reguire daily ealeulations By Iarger fiFms:

ul. The Board Should Make Certain Line Items Less Granular for the Revised Reporting Panel.

A The Fiinal Revised FR 2052a Siould Require Less Granularity with Respect to Maturity
Buckets for Cash Flows Related to ltems Other than Firms’ Wholesale Funding Obligations.

While we agree with the proposed requirement in the relevant Reports that firms collect, in
granular detail, cash flows related to firms’ whollesale funding obligatioms and capital markets issuances,



the Associations respectfully submit that the Board should modify the proposed increase in gramularity

with respect to loan book cash flows and cash flows related to committed facilities and similar products
where the benefits of such granularity are slight and speculative as compared to the additive costs and

burdens associated with data productions/More specifically:

1. Bamking Organizatioms Sihould Not Be Required to Project Contractual Principal and
Interest Payments on Loan Book and Similar Assets and Liabilities and Cash Flows with
Respect to Similar Products Beyond One Year.

Due to the inherently speculative nature of this type of information as time horizons grow
longer, we believe that the cost of requiring institutioms to provide projectioms of contractual principal
and interest payments on loan book and similar assets and liabilities and cash flows with respect to
similar products beyond one year is not appropriate. The Associations note that such projectioms over
extended tirne horizons will likely be of limited practical utility given the uncertain impact of external
factors such as general market conditioms and behavioral forces which affect prepayment and other
deeisions of borroweis. The lenger the reperting timefiame, the more sueh external factois imherently
add uneertainty to these estimates to the peint that they would become merely speculative in mature
and therefere, in our view, net of great supervisery utility. Mereover, projections of straight eontractual
eash flews are net nermally proeduced by many institutiens tedRy in the erdinary eourse given the
limited utility thereof. While firms eevered by the Propesal anticipate, as part of the liguidity menitering
abligations impesed by Sectien 165 ef Dodd-Frank, te medel eash flows related te sueh assets sne year
aut in erder te apprepriately meniter risks assosiated with egntractual Maturity Mismatehes, as well as
for the petential applicatien of the N&t Stable Funding Ratie, the Asseciations believe that the yrdue
gests and burdens of sueh efferts weuld very well exesed the limited Benefit that esuld be derived from
SUER inferMation up te five years sut. THus, we respecttully syubmit that the reperting with respect 8
BriRcipal 3R interest payments 8h 18aR BBBk gAM similar assets aAd liabilities aRd €3sh Hlew: With
Fespect t8 similar products shatld Be fimited t3 8RS year:

2. Daily Maturity Buckets for Days 31-60 Siwould be Phased in over Time Fallowing the
Initial Implementatiom of FR 2052a Regmoirting.

The Associations also note that many subject banking organizations are currently developing
capabilities for daily cash flow maturity buckets for days 1-30 in order to implement LCR. The timelines
for teams devoted to this project have already been established and would be disrupted were daily
maturity buckets for days 31-60 required by the same date as the implementation of daily LCR. We
respectfully submit that the daily maturity buckets for days 31-60 should be phased in over time
following July 1, 2016.

B. Daily Maturity Buckets are Inappropriate for Modified LCR Banking Qrgamizations.

When promulgating the final LCRmuteFodhet®bard and other federal banking agencies moted
that Modified LCR Banking Organizatioms were “smaller in size, less complex in structure and less reliant
on riskier forms of market funding” and further, tended to have “simpler balance sheets, better enabling
management and supervisors to take corrective actions more quickly in a stressed scenario than is the

79 Fed. Reg. 61440.EndFootnote.



case with a covered company.FootNutittg that these firms are smaller in size, less complex, less reliant on
riskier forms of funding and tend to have simpler balance sheets and the ability to respond more quickly
to a stressed scenario, the Board and the other federal banking agencies previously declined to require
Modified LCR Banking Organizatioms to generate a “peak-day” maturity add-on amount for the purposes
of their required monthly modified LCR calculatioms. We believe that subjecting such institutioms to
daily maturity bucket reporting on FR 2052a is inconsistent with the modified LCR approach and that
daily maturity buckets should not be required for Modified LCR Banking Organizatioms. As such, the
Associations ask that the Proposal be modified so that maturity buckets for Modified LCR Bamking
Organizatioms are no more frequent than monthly.

C. FR 2052a Siiould Incorporate Thresholds for Reporting by Major Currency that Align with the
Internatiomal Basel Il Liguidity Coverage Rattio Framework’s Definition of “Sigmificant
Currency”.

The Associations recognize that the decision of the Board and the other federal lbanking
agencies to forego the employment of calculation by significant currency as a mechanism of liquidity risk
monitoriimg as part of LCR was, in part at least, a result of the intention to do the same through data
collected through other supervisory processes such as FR 2052a.Fodarsistent with that intent, the
Proposal would require “intermatiomallly active reporting entities [to] report by major currency all data
elements denominated in major currencies, while other data elements denominated in mon-major
currencies would be converted into USD and flagged as converted. "Fodidetdselieve that the Board should
adopt a threshold for reporting by major currency that is the same as is used for “significant” currency in
the final internatiomallly agreed upon liquidity coverage ratio framework published by the Basel
Committee on Banking Supervision — that is, when “the aggregate liabilities denominated in that
currency amount to 5% or more of the bank’s total liabilities.”Footnote18.

In addition, before a given currency becomes a “significant currency” for a firm for these
purposes, the firm may not have in place the data collection and reporting infrastructure necessary to
immediiately begin reporting by such currency on FR 2052a. Prior to the currency becoming a
“significant currency”, a firm’s systems will have been designed to convert that currency to USD for both
LCR and reporting on FR 2052a. For this reason, the Associatioms recommend that (i) a curremcy would
only become a “significant currency” for an institution if it met our proposed threshold for four

79 Fed. Reg. 61440, 61520.EndFootnote.Page8.

The Assodiations note that the preamble to the LCR states in relevant part, “[t]he Basel lll Revised Liguidity
Framework also establishes liquidity risk monitoring mechanisms to strengthen and promote global
consistency in liquidity risk supervision. These mechanisms include . ... LCR reporting by sigmificant currency.
At this time, the agencies are not implementing these monitoring mechanisms as regulatory standards or
requirements. However, the agencies intend to obtain information from covered companies to enable the
monitoring of liquidity risk exposure through reporting forms and information the agencies collect through
other supervisory processes.” 79 Fed Reg 61440, 61445.EndFootnote.

79 Fed. Reg. 71416, 71418.EndFootnote.

“Basel llI: The Liiguidity Coverage Ratio and liquidity risk monitoring tools” at 45 (Jemuary 2013) available at
http://immvewidiss angg/fmudil Hotts<23R hirm End Footnote.



consecutive quarters and (ii) there be a window of six montis between when a currency becomes a
“significant currency” and when the firm must first report in that currency on FR 2052a.Page?9.

D. Granularity of Derivative Reporting for “Advanced Approaches” Banking Organizatioms with
less than $700 Billion in Assets and Modlified LCR Banking Organizatioms Should Align with
the LCR.Footnote19.

The Proposal would require reporting institutioms to capture, disaggregate and report on
derivative and collateral-related inflows and outflows at a level of granularity that far exceeds what is
required for the LCR, Dodd-Frank Section 165 scenarios and general prudent liquidity risk management
practices. The LCR allows derivative payments and receipts to be netted against one another, with the
net position flowing into the LCR calculator. The Proposal, on the other hand, would require imstiittutions
required to report on FR 2052a to segregate receivables and payables (in addition to segnegating
principal and interest), and furtiher would require segregation among collateralized and umcollateralized
positioms. We believe this disaggregation is unnecessary given the LCR requirements.

In addition, the Supplemental Information section of the proposed revisions to FRATE2aFofthete20.
“Supplemental Information Section”) would require reporting institutioms to disaggregate the collateral
positioms margined against derivatives that far exceeds prudent liquidity risk management practices for
“advanced approaches” banking organizations with less than $700 Billion in assets and Modified LCR
Banking Organizatioms. For example, this section would require reporting institutioms to break out and
report derivative margin positions along such lines as initial versus variation, house versus custtomer,
cleared versus bilateral, rehypotiecatable versus non-rehypotinecatzlile, encumbered versus mon-
encumbered, and various cross permutatioms of each of these. This section also requires institutioms to
identify collateral substitution risk and capacity, sleeper collateral and other non-traditiomal reporting
categories. While the Associations recognize that collateral encumbered by derivative positions should
be reported and appropriately deducted from HQLA as required by LCR and covered in other sections of
the Proposal, we believe that this level of granularity will burden tremendlously the collateral tracking
systems of firms required to submit on FR 2052a. Sulbstantial investment will be required in order to
procure this level of data (on a monthly or daily basis) and we believe that such data will provide limited
utility to liquidity risk management efforts. For the foregoing reasons, we respectfully request that the
Board revise the Proposal to align the granularity required with respect to derivative reporting with LCR.
For example, the Federal Reserve should limit the Supplemental Information Section to material
categoriies such as cash versus securities, and cleared versus bilateral positioms, and remove the other
categories acoordingly.

The considerations and discussion in this Part 1ll.D. of the letter apply as well to the application of FR Zl52a
reporting to New FBO FR 2152 Regotiers amdl theiir US. operaitions. EndFootnote.

79 Fed. Reg. 71416, 71419.EndFootnote.



Iv. Data Elements of the Reports Should Align with Those of the LCR.Page10.

The Associations fully support the Board’s intent to align the Reports’ data elements with the
LCR.Fodthetéxkociations are concerned, however, that certain data elements of the Reports do not fully
align with the requirements of the LCR. Annex B of thiis letter sets forth our suggestions concerning
better alignment of the data elements of the Reports with the LCR. Additiomallly, consistent with the
Board'’s efforts to align the Reports’ data elements with the LCR, the Associations strongly encourage
the Board to publish “a description of how the FR 2052a data will be used to monitor LCR compliance.”Footnote22.

Fimally, under the Proposal, it is unclear how the Board would, in practice, extract and use FR
2052a data to calculate firms’ respective LCRs. Thus, we also request that the Board develop and
publish an Excel or similar tempilate that would specifically illustrate how the Board would caliculate
banking organizations’ respective LCRs directly from FR 2052a in order to ensure that firms’ own LCR
calculation efforts actually align with the Board’s on a granular level.

The Associations appreciate the opportunity to provide comments on the Proposal. We greatly
appreciate your consideration of our comments and would welcome the opportunity to discuss them
further with you at your convenience. If we can facilitate arranging for those discussions, or if you have
any questions or need further informatiom, please contact me at (212) 613-9883 (email:
david. wagner@tihedksninghoise @), Richard Coffman at (646) 213-1149 (email: reoffman@iib.org),
Richard Foster at (202) 589-2424 (Richard.Foster@FSRoundtable.@ng) or Alison Touhey (202) 663-5182
at (email: stiouhey @aba.com).

Respedifully Subbmitted, Signed.

David Wagner

Executive Managing Director and Head of
Fimance, Risk and Audit Affairs

The Cleariimy House Associattion L.L.C.

Richard Caffiman
General Counsel
Instiittde of Interatitics o Bamkers

The Assuoriigtions note that the Board states in the Proposal that “[tlhe proposed data elements are more
detailed and would align with the Liquidity Coverage Ratio (LCR)" 79 Fed. Reg. 71416, 71418.EndFootnote.

79 Fed. Reg. 71416, 71419.EndFootnote.



Rich Faoster

Semior Vice President & Semior Counsel for
Regulatory and Legal Affairs

Finandii/ ServicesFRowniddtbdePagell.

Alison Touhey
Semnior Reguillatory Advisor
Ameicenn Bankers Mssociattion

The Honorable Michael Gibson
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Board! of Govermoss of the Federall Reserve System.

Anna Lee Hewko

Board of Governors of the Federal Reserve System
Board of Governors of the Federal Reserve System.

David Emmel
Byl gm%emors of the Federal Reserve System
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Board of Governors of the Federal Reserve System.

Phillip_ Weed
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RBeardapifpovernors of the Federal Reserve System.
Federal Reserve Bank of New York
Phillip Weed

Federal Reserve Bank of New York.
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Rick Qsttemman

Federal Deposit Insurance Corporation
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B%&P&n}sﬁ%mmroller of the Currency.
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Sullivan & Cromwell LLP.
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ANREEX A

The Clearing House.#Estiablished in 1853, The Clearing House is the oldest banking association and
payments company in the United States. It is owned by the world’s largest commercial banks, which
collectively hold more than half of all U.S. deposits and which employ over one million people in the
United States and more than two million people worldwiidle. The Clearing House Association L.L.C. is a
nonpartisan advocacy organization that represents the interests of its owner banks by developing and
promoting policies to support a safe, sound and competitive banking system that serves custorners and
communitizs. Its affiliate, The Clearing House Payments Company L.L.C., which Is regulated as a
systemically important financial market utility, owns and operates payments technelogy imfirastiructure
that provides safe and effieient payment, elearing and settlement services te finaneial institutions, and
leads inAevatien and theought leadership aetivities for the next generation of payments. It elears allimest
§2 trillien eaeh day, representing nearly Ralf of all auterated elearing Reuse, fupds transfer and eheek-
image payments made in the United States. See The Clearing Heuse's web page at

W HHRERAH HEHHER @i

The Institute of Internatiomal Bankers. B is the only national association devoted exclusively to
representing and advancing the interests of the internatiomal banking community in the United States.
Its membership is comprised of internatiomallly headquartered banking and financial institutioms from
over 35 countriies around the world doing business in the United States. The IIB's mission is to help
resolve the many special legislative, regulatory, tax and compliance issues confronting imternationally
headquartered institutioms that engage in banking, securities and other financial activities in the Umited
States. Through its advocacy efforts the VB seeks results that are consistent with the U.S. policy of
national treatment and appropriately limit the extraterritoniial application of U.S. laws to the global
operatioms of its member institutioms. Further information is available at www.iib.org.

Fimancial Services Roundtable. As advoratéss ffor a stromny firrmwecb/ futeee™!, FSR represents 100
integrated financial services companiies providing banking, insurance, and investment products and
services to the American consumer. Member companiies participate through the Chief Executive Officer
and other senior executives nominated by the CEOQ. FSR member companiies provide fuel for America’s
economiic engine, accounting directly for $98.4 trillion in managed assets, $1.1 trillion in revenue, and
2.4 million jobs.

American Bankers Association. The American Bankers Association is the voice of the nation’s $15 trillion
banking industry, which is composed of small, regional and large banks that together employ more than
2 million people, safeguard $11 trillion in deposits and extend more than $8 trillion in loans.




ANNEX B

2052a and 2052b Data Element AlignmentCoreenasPageB-1.

A. Foreign Central Bank Bornowing:
FR 2052a 0.5.6 does not provide the granularity necessary for aligning to LCR (§_.32) (k)
outflows (i.e., where a foreign jurisdiction has not specified a central bank borrowing outflow amount in

a minimum liquidity st=ndard).

I Federal Regjister (Vol. 79. No. 197, 10-27-2014; p. 61535)

(8_.39) (k) Foreigm centiat! bamik bomowiring outlfbowv aanaumit.

A [BANK]'s foreign central bank borrowing outflow amount is, in a foreign jurisdiction
where the [BANK] has borrowed from the jurisdiction’s central bank, the outflow
amount assigned to borrowiimgs from central banks in a minimum liquidity sttandard
established in that jurisdiction. If the foreign jurisdiction has not specified a central bank
borrowing outflow amount in a minimum liquidity standard, the foreign central bank
borrowing outflow amount must be calculated in accordance with paragraph (j) of this
section.

I. FR2052a (v. 10-27-2014; p. 37/55)

0.S.6: Centvai! Bank Dyames

Refers to outstanding secured funding from central banks. The amount borrowed and
the fair value of collateral pledged to secure the borrowing should not also be imcluded

under product I.A.2: Capadcity.

Use the 0.S. [Subb-Product] field to further identify the specific source of secured funding
provided according to the following groupings:

FRB (Federal Reserve Bank)
SNB {Swiss National Bank)

BOE (Bank of Englamnd))
(Furopean Camttral Bank))
BOJ {Bank of Japan).

RBA (Reserve Bank of Australig)
BOC (Bank of Canadia)

OCB (Other Cemtral Banik)

B. Non-Regulated Fumts
FR 2052a [Counterparty] type of ‘Other Fimancial Emtity’ does not provide the gramularity
necessary for aligning to LCR definition of Non-Regulated Fund, which has a specifically defined outflow

factor.

I Federal Register (Vol. 79, No. 197, 10-27-2014; p. 6152%6)




(§_.3bRéfinitionageB-2.

Non-eepidtetethifidnd means any hedge fund or private equity fund whose imvestment

adviser is required te file SEE Form PF (ﬁ@;ﬂ@fﬁﬂg FOFm f@i IRvestment Advisers ¢8
Bilvate Flndk and cenaln esmmadity pos) Gpsraiars and cammanity Trading Adyisars

O a sma usiness |nves t com n as |ne In sectl % gma

e@am@m@,hugg{eéﬁ 1@\5§§§rﬂ5e@t§@ng@pgta§ &efined in section 102 of the Small
Business Investment Act of 1958 (15 U.S.C. 661 et seq.).

FR 2052a fv. 10-27-2014: p. 9/465)
Other Finandéd! Entitty [Cplmbeteppaity].

Refers to a private equity fund or hedge fund wheose investment advisor is required to
file SEC Form PF (other than a small business investment company as defined in section
102 of the Small Business Investment Act of 1958 (15 U.S.C. 661 etsser)))), or any mutual
fund or financial counterparty that does not fall into any of the above cattegories.

C. Facilities Classification by Countenpanty

FR 2052a 0.0.5 requires facilities to certain counterpartiies to be classified as liquidity (vs. credit)
regardless of purpose, which is inconsistent to LCR facility definitioms based solely on purpose (e.g.,
general corporate or working capital vs. refinancing of debt).

Federal Register (Vol. 79. No. 197. 10-27-2014; p. 61525 GI525)

(§_.3) Defitwitiions.

Creditt faciiitity means a legally binding agreement to extend fundis if requested at a future
date, including a general working capital facility such as a revolving credit facility for
general corporate or working capital purpeses. A credit facility does not include a legally
binding written agreement to extend funds at a future date to a counterparty that is
made for the purpose of refinancing the debt of the counterparty when it is unable to
obtain a primary or anticipated source of funding.

Liguitfiyy ffandiitity means a legally binding written agreement to extend funds at a future
date to a counterparty that is made for the purpose of refinancing the debt of the
counterparty when it is unable to obtain a primary or anticipated source of fundiimg. A
liquidity facility includes an agreement to provide liquidity support to asssit-backed
commercial paper by lending to, or purchasing assets from, any structure, program or
conduit in the event that fundls are required to repay maturing asset-backed commercial
paper. Liquidity facilities exclude facilities that are established solely for the purpose of
general working capital, such as revolving credit facilities for general corporate or
working capital purposes. If a facility has characteristics of both credit and liquidity
facilities, the facility must be classified as a liquidity facility.

FR 2052a (v. 10-27-2014; p. 47/65).



0.0.5: Liguiditty Fadilitees [Note: subset ofmubd]PageB-3.

Any facilities provided to counterpartiies such as hedge fundls, money market fumdls and
special purpese funding vehicles, or conduits, or other vehicles used to finance

the bank's own assets where the vehicles’ assets and liabilities are not otherwise
consolidated and independentiy represented with the reporting entity, should be
captured in their entirety as a liquidity facility to other legal entities.

D. Estrow Deposits

FR 2052a 0.D.4 includes escrow as an operatiomal service, while excluding it from reporting
within the line, instead providing for reporting in separate FR 2052a 0.D.6.

I FR 2052a (v. 10-27-2014; p. 42il44/6544/65).

0.D.4: Operaitioan! Asxcaaimts.

Refers to deposits from counterpartiies that are not Retail or Small Business cusfiomers
that facilitate operatiomal services.

Do not include operatiomal escrow deposits reported under product O.D.6: Operational
Esorow Accounts.

Operational services means the following services, provided they are performed as part
of cash management, clearing, or custody services:

s Payment nemittance;

e Administration of payments and cash flows related to the safekeeping of
investment assets, not including the purchase or sale of assets;

e Payroll administration and control over the disbursement of funds;

e« Transmission, reconciliation, and confirmation of payment orders;

e  Daylight ovendirafit;

s Dettermination of intra-day and final settlement pesitions;

e Satlement of securities transactions;

s Transfer of capital distributionms and recurring contractual payments;

e Cusiiomer subscriptions and mediemmptions;

e Sulmeduled distribution of customer funds;

s FEsmaw, funds transfer, stock transfer, and agency services, including payment
and settlement services, payment of fees, taxes, and other expenses; and

e Collection and aggregation of funds.

0.D.6: Operatioab! Escrow Accowmtts

Refers to an acoount meeting the definition of an operational deposit that a desigmated
third party (e.g., a servicer) establishes or controls on behalf of another party to process



tramsactioms such as the payment of taxes, insurance premiums (including flood
insurance}, or other charges with respect to a loan or transaction, including charges that
the borrower and servicer have voluntarily agreed that the servicer should collect and
pay.iThe definition encompasses any account established for this purpese, including a
"trust account”, "reserve account”, "impound account”, or other term in different
localities.

With respect to, e.g., mortgage escrow accounts, an “escrow account” includes any
arrangement where the servicer adds a portion of the borrower's payments to principal
and subsequently deducts from principal the disbursements for escrow account items,
For purposes of this section, the term “escrow account” excludes any account that is
under the borrower’s total comtrol.

E. Revocable Time Deposits:

FR 2052a Deposit lines (0.D. Table) do not provide the granularity necessary for isolating the
portion of non-maturity transactioms that are subject to LCR outflows, i.e., revocable time deposits.

I.  Federal Register (Vol. 79, No. 197, 10-27-2014; p. 614:8D)

Several commenters requested that the agencies clarify that time deposits that can be
withdrawn at any time (subject to the forfeiture of interest) would be subject to the
earliest possible maturity date asswmption under the proposal, while deposits that
cannot be withdirawn (but for death or incompetence) would be assumed te mature on
the applicable maturity date. The agencies are clarifying that, for purpeses of the final
rule, deposits that can only be withdrawn in the event of death or incompetence are
assumed te mature on the applieable maturity date, and depesits that ean be
withdrawn fellowing Aetiee oF the forfeiture of interest are subject to the rule’s
assumptions for ABA=-Matufity transactions.

. FR 2052a {v. 10-27-2014; p. 10 /65).

Mattwinity Bucket [Notte; subsett of muke)

Report non-maturity tramsactions and balances (e.g., retail demand depasits) as
ﬂopen".

F. Retail brokered deposits in transactional accounts:
FR 2052a Deposit lines (0.D. Table) do not provide the granularity necessary {as deposits can be
classified as Transactional or Brokered, but not both} for aligning to LCR (§_.32) (g) (3) and (g) ()

outflows.

.  Federal Register (Vol. 79, No. 197, 10-27-2014; p. 61534)

(§_.32) (g) Brokerat! depasiit outifoow amaounit for retul! custommess or cawuteeqmaties.



(3) 20 percent of all brokered deposits at the [BANK] provided by a retail customer or
counterparty that are not described in paragraphs (g)(5) through (9) of this section and
which are held in a tramsactional account with no contractual maturity date, where the
entire amount is covered by deposit imsurance;

{(4) 40 percent of all brokered deposits at the [BANK] provided by a retail customer or
counterparty that are not described in paragraphs (g)(5) through (9) of this section and
which are held in a tramsactional account with no contractual maturity date, where less
than the entire amount is covered by deposit insurance.PageB-5.

FR 2052a {v. 10-27-2014; p. 41 T4B46GH45/65).

0.D.1: Transacttooan! Aocowunts
Or.

0.D.7: NomRedijpooab! Brokemzt! Acroumts.
0.D.8: Affiliatéed Smeep Accounts.

0.D.9: Nom-dififilieted Sweep Accounts.
0.D.10: Other Prodiuatt Sweep Aooowmtts
0.D.11:; Recipraszy! Acoountts

G. Operational Excess Applicable to Sweeps:

FR 2052a Sweep Deposit Lines (0.D.8, 0.D.9, and 0.D.10) do not provide the gramularity
necessary to separately identify operational excess. Guidance from FRBNY during QIS process was
provided by FRB NY to apply excess calculation to all sweep-related products.

Federal Register {Vol. 79. No. 197, 10-27-2014; p. 61534)

(8_-23) (g) Brokenet! depasiit outffbow amaumt ftor retdil customeess or cocortespoaties.

(7) 10 percent of all brokered sweep deposits at the [BANK] provided by a retail
customer or counterparty: (i) That are deposited in accordance with a contract lbetween
the retail customer or counterparty and the [BANK], a controlled subsidiary of the
[BANK], or a company that is a controlled subsidiary of the same top tier company of
which the [BANK] is a controlled subsidiary; and (ii) Where the entire amount of the
depeosits is covered by deposit insurance;

(8) 25 percent of all brokered sweep deposits at the [BANK] provided by a retail
customer or counterparty: (i) That are not depaosited in accordance with a comtract
between the retail customer or counterparty and the [BANK], a controlled subsidiary of
the [BANK], or a company that is a controlled subsidiary of the same top tier company of
which the [BANK] is a controlled subsidiary; and

(§_-23) (h) Unsecurext! wihaézside ffuniitigg outtftow armownt



(1) For unsecured whollesale funding that is not an operatiomal deposit and is not
provided by a financial sector entity or consolidated subsidiary of a financial sector
entity:
(i} 20 percent of all such fundimg, where the entire amount is covered by deposit
insurance and the funding is not a brokered deposit;
(i) 40 percent of all such funding, where:
(A) Less than the entire amount is covered by deposit insurance; or
(B) The funding is a brokered deposit;

(2) 100 percent of all unsecured whaolesale funding that is not an operational deposit
and is not included in paragraph (h)(1) of this section, imcluding:
(i) Funding provided by a company that is a consolidated subsidiary of the same
top-tier company of which the [BANK] is a consolidated subsidiary; and
(ii) Debt instruments issued by the [BANK], including such instruments owned by
retail customers or coumterparties;

(4) 25 percent of all operatiomal depesits not included in paragraph {h)(3) of this section;
and

(5) 100 percent of all unsecured wholesale funding that is not otherwiise described in
this paragraph (h).

FR 2052a (v. 10-27-2014; p. 44T45J65}45/65).

0.D.8: Affilartdd Sweep Accounts.

Refers to a deposit held at the reporting entity by a customer or counterparty through a
contractual feature that automatiically tramsfers to the reporting entity from an affiliated
financial company at the close of each business day amounts identified under the
agreement governing the account from which the amount is being transferred. Note:
This includes sweep balances that fall under a primary purpose exemption and are mot
reported as brokered for Call Report purposes.

0.D.9: Non-difififteted Sweep Accountts

Refers to a deposit held at the reporting entity by a customer or counterparty through a
contractual feature that automatiically transfers to the reporting entity from an
unaffiliated financial company at the close of each business day amounts idemtified
under the agreement governing the account from wiich the amount is being
transferred. These accounts involve ongoing activity, rather than one deposit
tramsaction.

0.D.10:: Other Prodiutt Sweep Acomunts

Refers to sweep programs that convert deposits into other products (e.g., CP, Fed
Funds, Reipo).



