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https://orx.org/resource/basel-iii-and-standardised-approaches-to-capital-2023
https://www.federalreserve.gov/newsevents/pressreleases/bowman-statement-20230727.htm
https://www.federalreserve.gov/boarddocs/srletters/1996/sr9638.htm
https://www.federalregister.gov/documents/2023/09/18/2023-19200/regulatory-capital-rule-large-banking-organizations-and-banking-organizations-with-significant

Finally, certain aspects to the NPR’s operational risk framework could incentivize the off-
shoring of U.S. jobs. Certain institutions providing low-risk and non-financial services to their
foreign-based affiliates or parents would see the reimbursement for these services captured and
penalized under the currently proposed rule. Oddly, under the proposal, expenses for non-
financial services are exempted from the operational risk requirement. Together, these provisions
creating a concerning incentive to move these American jobs overseas.

. Given'the breadth of our concerns with the operational risk proposal, we respectfully request
each regulator prov1de independent responses to the following questions:

1. Do the joint regulators believe the adoption of the NPR, which is intended to bring the
U.S. in line with the Basel III Framework, will require a significant increase to overall
capital requirements? If not, please provide the threshold that the agency would consider
the increase to be ‘significant.’ '

2. Do the joint regulators believe the adoption of the operation risk component of the NPR,
which deviates from both the Basel III Framework and the UK and EU implementation,
will require a significant increase to overall capital requirements? If not, please provide
the threshold that the agency would consider the increase to be ‘significant.’

3. Ifthe NPR, as currently written, is enacted, does the FRB believe operational risk
- requirements will be properly calibrated through both the SCB and Basel III endgame
requirements? If not, does the FRB plan to make changes to account for the introduction
of a new standardized operational risk capital charge?

4. Did the joint regulators conduct any impact or economic analysis into the effects on the
' U.S. banking system and the global competitiveness of financial institutions operating in
the U.S. before pursuing the floored ILM, as opposed to an ILM set-to-one approach? If
so, please share the findings of that analysis. If not, please explain why not.

5. Do the joint regulators believe an aggregate reduction in the utilization of noninterest and
fee-based revenue across the U.S. financial system would improve or weaken safety and
soundness across the U.S. banking system?

6. Are the joint regulators contemplating changes to the noninterest and fee-based
calculations methodology contained in the NPR to reduce dlsmcentlves towards these:
revenue streams?

7. "What specific policy purpose is served by requiring banks to capitalize for recharge
‘ income related to non-financial services while excluding similar expenses from the
operational risk requirement?

The Basel III Framework’s core mission is to harmonize international banking standards without
significantly increasing capital requirements. Unfortunately, the operational risk components of
the NPR put forth.by the joint regulators appear poised to do the opposite. By implementing
standards that notably deviate from other jurisdictions’ and greatly increase required capital
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