Meeting Between Staff of the Federal Reserve Board, the Office of the Comptroller of the
Currency (OCC), the Federal Deposit Insurance Corporation (FDIC),
and the Securities Industry and Financial Markets Association (SIFMA)
February 11, 2015

Participants: David Emmel, Dafina Stewart, Adam Cohen, Adam Trost, Rolaine Bancroft,
Kevin Littler, Constance Horsley (Federal Reserve Board)

James Weinberger, Tiffany Eng, Patrick Tierney, Henry Barkhausen (OCC)

Kyle Hadley, Greg Feder, Suzanne Dawley, Eric Schatten,
Andrew Carayiannis (FDIC)

Carter McDowell (SIFMA), Andrew Nash (Morgan Stanley), Penny Novick
(Morgan Stanley), Tomihiro Teranishi (Institute of International Finance), Manda
D’Agata (Goldman Sachs), Gonzalo Martin (Citigroup), Daniel Willett
(Citigroup), Michael Pervical (JPMorgan Chase)

Summary:  Staff of the Federal Reserve Board, OCC, and the FDIC met with Carter
McDowell and representatives of SIFMA’s member organizations to discuss implementation of
the Basel Net Stable Funding Ratio (“NSFR”) in the United States. In particular, representatives
of SIFMA’s member organizations discussed the implementation of paragraph 45 of the Basel
NSFR. Representatives provided suggested regulatory text for use by the agencies as a guide to
U.S. implementation of this provision.
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__.[10]. Interdependent assets and liabilities.

(a) RSF and ASF factors for Interdependent Traist

(1) For purposes of the calculation required by [ 1, a [BANK] may assign an RSF of zero
percent to any Interdependent Asset that meetethérements of paragraphs (b) and (e) of this
section.

(2) Where a [BANK] assigns an RSF of zero percerrt Interdependent Asset, the [BANK]
must apply an ASF of zero percent to a correspaniditerdependent Liability that meets the
requirements of paragraphs (c) and (e) of this@ect

(3) If the principal amount of an asset exceedgtireipal amount of the corresponding liability
in an Interdependent Transaction, the amount ofrtteedependent Asset is equal to the principal
amount of the Interdependent Liability. Any ass®bunt in excess of the principal amount of
the Interdependent Liability would receive an RB8Rdcordance with [ . 2].

(b) Interdependent Assets. An Interdependent Asset asset of the [BANK] which the [BANK]
acquires or holds in an Interdependent Transaction.

(c) Interdependent Liabilities. An Interdependeiatbility is a liability of the [BANK] arising in a
Interdependent Transaction.

(d) Interdependent Transactions.

(1) Interdependent Transactions include the follmatransactions:
(i) Derivatives market risk hedges. A transaction, or series of transactions, inalvhi

(A) the [BANK] executes a derivative transactioritwé counterparty;

(B) the counterparty referred to in clause (A) pdeg the [BANK] with assets
which the [BANK] has the practical, legal and operaal ability to use to fund
securities acquired or held by the [BANK] to managgrket risk on the
derivative transaction;

(C) the [BANK] acquires or holds securities to mgaanarket risk on the
derivative transactiohand

! [Note: The bracketed placeholder here is interidedoss-reference the general RSF factors.]

2 [Note: The bracketed placeholder here is interidantoss-reference the general RSF factors.]

3 Derivative transaction means a financial contvetadse value is derived from the values of one oremmderlying
assets, reference rates, or indices of asset value$erence rates. Derivative contracts includerest rate
derivative contracts, exchange rate derivativeremts, equity derivative contracts, commodity detie contracts,
credit derivative contracts, forward contracts, angl other instrument that poses similar countéypaedit risks.
Derivative contracts also include unsettled seiasittommodities, and foreign currency exchangestretions with
a contractual settlement or delivery lag that igker than the lesser of the market standard fopangcular
instrument or five business days. A derivative dogisinclude any identified banking product, ag tkam is
defined in section 402(b) of the Legal CertaintyBank Products Act of 2000 (7 U.S.C. 27(b)), lsagubject to
section 403(a) of that Act (7 U.S.C. 27a(a)).

* Where a [BANK]'s asset is a security, the banlsset counterparty is the issuer of the security.
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(D) the [BANK]'s contractual arrangements with ttaunterparty referred to in
clause (A) provide the [BANK] with the practicakdal and operational ability to
establish the final price or value of the derivativansaction based on the sale
price or market price of the securities acquiretiald by the [BANK] to manage
market risk on the derivative transaction.

(ii) Client short facilitation. A transaction, or series of transactions, in Wwhic

(A) the [BANK] executes a transaction with a couptaty to borrow a security in
return for cash collateral provided by the [BANK];

(B) the [BANK] delivers the borrowed security ta, for the account of, a different
counterparty to effectuate a short sale transacéiod

(C) the [BANK] receives or will receive cash prodedrom the counterparty referred
to in clause (B) in connection with the short ded@msaction.

(i) Client short facilitation in derivative form. A transaction, or series of transactions, in
which:

(A) the [BANK] executes a transaction with a couptaty to borrow a security in
return for cash collateral provided by the [BANK];

(B) the [BANK] sells the borrowed security to afdifent counterparty to effectuate a
short sale transaction on behalf of the [BANK];

(C) the [BANK] receives or will receive cash prodedrom the counterparty referred
to in clause (B) in connection with the short dedesaction; and

(D) the [BANK] provides the economic gain or lossulting from the short sale
transaction to an unaffiliated counterparty throagterivative transaction.

(iv) Firm short facilitation. A transaction, or series of transactions, in Wwhic

(A) the [BANK] executes a transaction with a coupgety to borrow a security in
return for cash collateral provided by the [BANK];

(B) the [BANK] delivers the borrowed security tdexftuate a short sale transaction
or maintain a short sale position for itself; and

(C) the [BANK] demonstrates that the transactiorsaries of transactions, meet the
applicable requirements set forth in paragraph (f).

(V) Segregated client assets. A transaction, or series of transactions, in Wwhie

[BANK] segregates client assets at a custodiarcdo@ance with 17 C.F.R. § 240.15c3-
3 (or comparable client asset segregation regisiablished under foreign law),
resulting in the [BANK] recognizing an asset foe tamount of client segregated assets
and a corresponding liability to the client.



(vi) Client clearing transactions. A transaction, or series of transactions, in Whic

(A) the [BANK] receives assets from its client iommection with a derivative
transaction that the client intends to have cleaigid a central counterparfy:

(B) the [BANK] deposits assets with a CCP or a giesied custodian corresponding
to the assets received from the client;

(C) the [BANK] acts in a regulated capacity to faate the clearing of its client’s
cleared transaction with a CCRnd

(D) the [BANK] does not guarantee the performanicéne CCP and has no payment
obligation to the client in the event of a CCP défa

(vii) Other qualifying transactions. A transaction, or series of transactions, inclrhi

(A) the [BANK] receives funding from a counterpaggd, under applicable
accounting standards, records such funding aditiabj and

(B) under applicable accounting standards, the [Epfcords assets that are
effectively funded by the counterparty liabilitieferred to in clause (A).

(2) In some cases, a [BANK] may execute a trangadtith an affiliate, following which the
affiliate executes a transaction with an unaffdéatounterparty. In these cases, for purposes of
paragraph (d)(1) of this section, the [BANK] is ded to have executed a transaction with the
affiliate’s counterparty.

(e) Operational requirements. In order to recagoirtain assets and liabilities as Interdepenéissets
and Interdependent Liabilities, respectively, a M8 must demonstrate that the Interdependent
Transaction meets the applicable requirementsostt i this paragraph (e).

(1) Under applicable accounting standards, thetsissel liabilities must be clearly identifiable
from other assets and liabilities of the [BANK].

(2) Subject to paragraph (a)(3) of this sectios,ghincipal amount of the assets and liabilities
must be the same.

(3) The maturity of the assets and liabilities nmesthe same, or the [BANK]'s contractual and
operational arrangements must result in the funatiequivalent of the assets and liabilities
having the same effective maturity, unwind or shlte.

(4) The [BANK] must be acting in a pass-throught waipacity such that funding from the
liabilities effectively funds the assets.

(5) The counterparty for the [BANK]'s asset mustdiiéerent from the counterparty for the
[BANK]'s liability, unless the counterparty is aase, local authority, or other government
subdivision below the level of a sovereign (inchgllJ.S. states and municipalities).

® Paragraph (d)(v) includes any derivative transactieared for a client by a [BANK] with a CCP het[BANK]'s
capacity as a clearing member or as a clearing reeniient.

® Central counterparty (CCP) means a counterpastyeffample, a clearing house) that facilitatesesanetween
counterparties in one or more financial marketegitlyer guaranteeing trades or novating contracts.

" A [BANK] or [BANK] subsidiary acting as a regists futures commission merchant meets this requineme
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(6) The counterparty described in paragraphs (@)(4), (d)(1)(ii))(B) or (d)(1)(iii)(D) of this
section must not be a depository institution hajdiompany with total consolidated assets of $50
billion or more, a honbank financial company sujssd by the Board, or a subsidiary of a
company described this paragraph.

(7) The [AGENCY] has not otherwise determined tiassifying the transaction as an
Interdependent Transaction would result in pervarsentives or unintended consequences.

(f) Additional operational requirements for firmahfacilitation. In order to recognize certairsets and
liabilities as Interdependent Assets and InterddeetLiabilities, respectively, the assets assediatith
Firm short facilitation must meet the requiremesgsforth in this paragraph (f) in addition to thos
established in paragraph (e).

(1) To satisfy the requirement under (e)(3) of pheceding paragraph, the maturity date of the
transaction must be overnight (next business dagpen (meaning either party can provide
notification of their intention to unwind the tragdehere the settlement of such unwind will occur
in a time frame not exceeding the standard settieyele for the underlying security).

(2) The intent of the series of transactions refeed in section (d)(1)(iv) is for the [BANK] to
borrow a security for the purpose of effectuatingnaintaining a short sale transaction for itself,
rather than to provide financing or leverage falient position. Generally speaking, this is
evidenced by the market value of the securitiesived not exceeding the amount of cash
provided to the counterparty.



