





























	logo for ABA Hu Benton Vice President, Banking Policy Office of Regulatory Policy 202-663-5042 hbenton@aba.com
	Re: Proposed Supervisory Guidance - Core Principles of Effective SeniorManagement, Management of Business Lines, and Independent Risk Management and Controls for Large Financial Institutions (Docket No. OP-1594)
	Dear Secretary Misback:
	Discussion
	1. A more flexible approach to establishing roles and responsibilities will promote effective risk governance tailored to each Covered Institution’s business model, complexity, customers, and markets.
	2. Central to any risk governance system should be appropriate recognition of the materiality of various risks, and the Proposed Guidance’s language should be clarified to be consistent on this point.
	3. Some terminology in the Proposed Guidance seems inconsistent with a “principles- based” guidance document.
	4. The Proposed Guidance’s language should be clarified to acknowledge that some exceptions to risk limits, such as those taking into account mitigating factors, can appropriately be made within business lines, subject to clear limits on business line management’s authority to make such determinations.
	5. The Proposed Guidance should be clarified to acknowledge that risk management and controls for new products and services in a testing phase should have a scale appropriate to the scale of the test, rather than that required for a full-scale product or service.
	6. The final guidance should be supported with intensive examiner training.
	7. The Federal Reserve and other prudential regulators should harmonize their guidance concerning risk management governance to the extent possible. With respect to governance of depository institution subsidiaries other than state member banks, the Federal Reserve should rely on the work of and defer to the primary supervisors of those subsidiaries.


	Very truly yours,


