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Statutory Redline of Certain Provisions of the Proposed Economic Growth, 

Regulatory Relief and Consumer Protection Act, S.2155 

On November 13, 2017, a bipartisan group of Senators announced their agreement on 

proposed legislation, the Economic Growth, Regulatory Relief and Consumer Protection 

Act, S.2155 (the “Senate Bill”), that would provide regulatory relief for a range of banking 

organizations, primarily but not exclusively focused on smaller firms. A summary of certain 

changes contained in Titles II, IV and V can be found in our Client Update available here. 

Titles II and IV make statutory changes that are reflected in redlines in this document. This 

document is organized by the section of the Senate Bill and, for each provision of the Senate 

Bill reflected below, we note the corresponding section of the United States Code that the 

legislation would amend. 
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TITLE II – REGULATORY RELIEF AND PROTECTING CONSUMER ACCESS TO CREDIT  

Sec. 202 Limited Exception for reciprocal deposits amending 12 U.S.C. 1831f  

(a) In general. An insured depository institution that is not well capitalized may not accept 
funds obtained, directly or indirectly, by or through any deposit broker for deposit into 1 or 
more deposit accounts. 

(b) Renewals and rollovers treated as acceptance of funds. Any renewal of an account in 
any troubled institution and any rollover of any amount on deposit in any such account shall 
be treated as an acceptance of funds by such troubled institution for purposes of subsection (a) 
of this section. 

(c) Waiver authority. The Corporation may, on a case-by-case basis and upon application by 
an insured depository institution which is adequately capitalized (but not well capitalized), 
waive the applicability of subsection (a) of this section upon a finding that the acceptance of 
such deposits does not constitute an unsafe or unsound practice with respect to such 
institution. 

(d) Limited exception for certain conservatorships. In the case of any insured depository 
institution for which the Corporation has been appointed as conservator, subsection (a) shall 
not apply to the acceptance of deposits (described in such subsection) by such institution if 
the Corporation determines that the acceptance of such deposits—  

(1) is not an unsafe or unsound practice; 

(2) is necessary to enable the institution to meet the demands of its depositors or pay its 
obligations in the ordinary course of business; and 

(3) is consistent with the conservator’s fiduciary duty to minimize the institution’s losses. 
Effective 90 days after the date on which the institution was placed in conservatorship, 
the institution may not accept such deposits. 

(e) Restriction on interest rate paid.— 

(1) Definitions.— 

In this subsection— 

(A) the terms 'agent institution', 'reciprocal deposits', and 'well capitalized' have 

the meanings given those terms in subsection (i); and 

(B) the term 'covered insured depository institution' means an insured 
depository institution 

that— 

(eiRestriction on interest rate paid Any insured depository institution 
which, (i) under subsection (c) or (d) of this section, accepts funds obtained, 
directly or indirectly, by or through a deposit broker; or 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=527&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=199&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1322278904-1653966889&term_occur=778&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=528&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=529&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=529&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=200&term_src=title:12:chapter:16:section:1831f
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 (ii) while acting as an agent institution under subsection (i), accepts 
reciprocal deposits while not well capitalized. 

(2) Prohibition.—A covered insured depository institution may not pay a rate of 
interest on such funds which or reciprocal deposits described in paragraph (1) that, at 
the time that suchthe funds or reciprocal deposits are accepted, significantly exceeds— 
the limit set forth in paragraph (3).  

(1) 

(3) Limit on interest rates.—The limit on the rate of interest referred to in paragraph 
(2) shall be— 

(A) the rate paid on deposits of similar maturity in such institution’s the normal 
market area for depositsof the covered insured depository institution for 
deposits accepted in the institution’s normal market area of the covered insured 
depository institution; or 

(2) 

(B) the national rate paid on deposits of comparable maturity, as established by 
the Corporation, for deposits accepted outside the institution’s normal market 
area of the covered insured depository institution. 

(f) Additional restrictions. The Corporation may impose, by regulation or order, such 
additional restrictions on the acceptance of brokered deposits by any institution as the 
Corporation may determine to be appropriate. 

(g) Definitions relating to deposit broker  

(1) Deposit broker. The term “deposit broker” means—  

(A) any person engaged in the business of placing deposits, or facilitating the 
placement of deposits, of third parties with insured depository institutions or 
the business of placing deposits with insured depository institutions for the 
purpose of selling interests in those deposits to third parties; and 

(B) an agent or trustee who establishes a deposit account to facilitate a business 
arrangement with an insured depository institution to use the proceeds of the 
account to fund a prearranged loan. 

(2) Exclusions. The term “deposit broker” does not include—  

(A) an insured depository institution, with respect to funds placed with that 
depository institution; 

(B) an employee of an insured depository institution, with respect to funds 
placed with the employing depository institution; 

(C) a trust department of an insured depository institution, if the trust in 
question has not been established for the primary purpose of placing funds with 
insured depository institutions; 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1322278904-1653966889&term_occur=779&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=205&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=206&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1068185591-481046208&term_occur=94&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=207&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=208&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=531&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=532&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=209&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=533&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=210&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=534&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1193469614-1410243503&term_occur=101&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=535&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=536&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=537&term_src=title:12:chapter:16:section:1831f
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(D) the trustee of a pension or other employee benefit plan, with respect to 
funds of the plan; 

(E) a person acting as a plan administrator or an investment adviser in 
connection with a pension plan or other employee benefit plan provided that 
that person is performing managerial functions with respect to the plan; 

(F) the trustee of a testamentary account; 

(G) the trustee of an irrevocable trust (other than one described in paragraph 
(1)(B)), as long as the trust in question has not been established for the primary 
purpose of placing funds with insured depository institutions; 

(H) a trustee or custodian of a pension or profit sharing plan qualified under 
section 401(d) or 403(a) of title 26; or 

(I) an agent or nominee whose primary purpose is not the placement of funds 
with depository institutions. 

(3) Inclusion of depository institutions engaging in certain activities. 
Notwithstanding paragraph (2), the term “deposit broker” includes any insured depository 
institution that is not well capitalized (as defined in section 1831o of this title), and any 
employee of such institution, which engages, directly or indirectly, in the solicitation of 
deposits by offering rates of interest which are significantly higher than the prevailing 
rates of interest on deposits offered by other insured depository institutions in such 
depository institution’s normal market area. 

(4) Employee . For purposes of this subsection, the term “employee” means any 
employee—  

(A) who is employed exclusively by the insured depository institution; 

(B) whose compensation is primarily in the form of a salary; 

(C) who does not share such employee’s compensation with a deposit broker; and 

(D) whose office space or place of business is used exclusively for the benefit of the 
insured depository institution which employs such individual. 

(h) Deposit solicitation restricted. An insured depository institution that is undercapitalized, 
as defined in section 1831o of this title, shall not solicit deposits by offering rates of interest 
that are significantly higher than the prevailing rates of interest on insured deposits—  

(1) in such institution’s normal market areas; or 

(2) in the market area in which such deposits would otherwise be accepted. 

(i) Limited Exception for Reciprocal Deposits.—  

(1) In General. Reciprocal deposits of an agent institution shall not be considered to be 

funds obtained, directly or indirectly, by or through a deposit broker to the extent that 

the total amount of such reciprocal deposits does not exceed the lesser of –   

(A)$5,000,000,000; or 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1193469614-1410243503&term_occur=102&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-991716523-145170119&term_occur=182&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1193469614-1410243503&term_occur=103&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3154629-500544089&term_occur=68&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=538&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3154629-500544089&term_occur=69&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-331634992-1626196448&term_occur=332&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=211&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=539&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=539&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1995729322-502875521&term_occur=442&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=212&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=212&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=213&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=540&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-411997031-1758186834&term_occur=521&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=541&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-358554534-788201710&term_occur=43&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1193469614-1410243503&term_occur=104&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-358554534-788201710&term_occur=44&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=214&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1935922468-2024067221&term_occur=85&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=542&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-729956646-1626196446&term_occur=543&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1995729322-502875521&term_occur=443&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=215&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-2085551768-1626186838&term_occur=25&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3002509-1704634336&term_occur=50&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3002509-1704634336&term_occur=51&term_src=title:12:chapter:16:section:1831f
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1554454174-260909774&term_occur=216&term_src=title:12:chapter:16:section:1831f
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(B) an amount equal to 20 percent of the total liabilities of the agent institution. 

(2) Definitions.—In this subsection: 

(A) Agent Institution.—The term “agent institution” means an insured 

depository institution that places a covered deposit through a deposit placement 

network at other insured depository institutions in amounts that are less than or 

equal to the standard maximum deposit insurance amount, specifying the 

interest rate to be paid for such amounts, if the insured depository institution—  

(i) 

(I) when most recently examined under section 10(d) was found to 

have a composite condition of outstanding or good; and 

(II) is well capitalized; 

(ii) has obtained a waiver pursuant to subsection (c); or 

(iii) does not receive an amount of reciprocal deposits that causes the total 

amount of reciprocal deposits held by the agent institution to be greater 

than the average of the total amount of reciprocal deposits held by the 

agent institution on the last day of each of the 4 calendar quarters preceding 

the calendar quarter in which the agent institution was found not to have a 

composite condition of outstanding or good or was determined to be not 

well capitalized. 

(B) Covered Deposit.—The term 'covered deposit' means a deposit that—  

(i) is submitted for placement through a deposit placement network by an 

agent institution; and 

(ii) does not consist of funds that were obtained for the agent institution, di-

rectly or indirectly, by or through a deposit broker before submission for 

placement through a deposit placement network. 

(C) Deposit Placement Network.— The term 'deposit placement network' means a 

network in which an insured depository institution participates, together with other 

insured depository institutions, for the processing and receipt of reciprocal deposits. 

(D) Network Member Bank.—The term 'network member bank' means an insured 

depository institution that is a member of a deposit placement network. 

(E) Reciprocal Deposits The term `reciprocal deposits' means deposits received by 

an agent institution through a deposit placement network with the same maturity (if 

any) and in the same aggregate amount as covered deposits placed by the agent 

institution in other network member banks. 
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(F) Well Capitalized —The term 'well capitalized' has the meaning given the term 

in section 38(b)(1). 
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TITLE II – REGULATORY RELIEF AND PROTECTING CONSUMER ACCESS TO CREDIT  

Sec. 203 Community Bank Relief and Sec. 204 Removing naming restrictions amend 12 

U.S.C. 1851 

(a) In general  

(1) Prohibition. Unless otherwise provided in this section, a banking entity shall not—  

(A) engage in proprietary trading; or 

(B) acquire or retain any equity, partnership, or other ownership interest in or 
sponsor a hedge fund or a private equity fund. 

(2) Nonbank financial companies supervised by the Board. Any nonbank financial 
company supervised by the Board that engages in proprietary trading or takes or retains 
any equity, partnership, or other ownership interest in or sponsors a hedge fund or a 
private equity fund shall be subject, by rule, as provided in subsection (b)(2), to 
additional capital requirements for and additional quantitative limits with regards to 
such proprietary trading and taking or retaining any equity, partnership, or other 
ownership interest in or sponsorship of a hedge fund or a private equity fund, except 
that permitted activities as described in subsection (d) shall not be subject to the 
additional capital and additional quantitative limits except as provided in subsection 
(d)(3), as if the nonbank financial company supervised by the Board were a banking 
entity. 

(b) Study and rulemaking  

(1) Study. Not later than 6 months after July 21, 2010, the Financial Stability Oversight 
Council shall study and make recommendations on implementing the provisions of 
this section so as to—  

(A)  promote and enhance the safety and soundness of banking entities; 

(B)  protect taxpayers and consumers and enhance financial stability by 
minimizing the risk that insured depository institutions and the affiliates of 
insured depository institutions will engage in unsafe and unsound activities; 

(C) limit the inappropriate transfer of Federal subsidies from institutions that 
benefit from deposit insurance and liquidity facilities of the Federal Government to 
unregulated entities; 

(D)  reduce conflicts of interest between the self-interest of banking entities and 
nonbank financial companies supervised by the Board, and the interests of the 
customers of such entities and companies; 

(E) limit activities that have caused undue risk or loss in banking entities and 
nonbank financial companies supervised by the Board, or that might reasonably be 
expected to create undue risk or loss in such banking entities and nonbank financial 
companies supervised by the Board; 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-937028451-513958730&term_occur=1375&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1863499968-1513522078&term_occur=1&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1164222250-307261900&term_occur=21&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1998892262-1513522077&term_occur=1&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=1&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=1&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=1&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=1&term_src=title:12:chapter:17:section:1851
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(F) appropriately accommodate the business of insurance within an insurance 
company, subject to regulation in accordance with the relevant insurance company 
investment laws, while protecting the safety and soundness of any banking entity 
with which such insurance company is affiliated and of the United States financial 
system; and 
(G) appropriately time the divestiture of illiquid assets that are affected by the 
implementation of the prohibitions under subsection (a). 

(2) Rulemaking  

(A) In general. Unless otherwise provided in this section, not later than 9 
months after the completion of the study under paragraph (1), the appropriate 
Federal banking agencies, the Securities and Exchange Commission, and the 
Commodity Futures Trading Commission, shall consider the findings of the 
study under paragraph (1) and adopt rules to carry out this section, as provided 
in subparagraph (B). 

(B) Coordinated rulemaking  

(i) Regulatory authority. The regulations issued under this paragraph 
shall be issued by—  

(I) the appropriate Federal banking agencies, jointly, with respect 
to insured depository institutions; 

(II)  the Board, with respect to any company that controls an 
insured depository institution, or that is treated as a bank holding 
company for purposes of section 8 of the International Banking 
Act,[1] any nonbank financial company supervised by the Board, 
and any subsidiary of any of the foregoing (other than a subsidiary 
for which an agency described in subclause (I), (III), or (IV) is the 
primary financial regulatory agency); 

(III)  the Commodity Futures Trading Commission, with respect 
to any entity for which the Commodity Futures Trading 
Commission is the primary financial regulatory agency, as defined 
in section 5301 of this title; and 

(IV)  the Securities and Exchange Commission, with respect to 
any entity for which the Securities and Exchange Commission is 
the primary financial regulatory agency, as defined in section 5301 
of this title. 

(ii) Coordination, consistency, and comparability. In developing and 
issuing regulations pursuant to this section, the appropriate Federal 
banking agencies, the Securities and Exchange Commission, and the 
Commodity Futures Trading Commission shall consult and coordinate 
with each other, as appropriate, for the purposes of assuring, to the 
extent possible, that such regulations are comparable and provide for 
consistent application and implementation of the applicable provisions 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-900751409-149880696&term_occur=1&term_src=title:12:chapter:17:section:1851
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of this section to avoid providing advantages or imposing disadvantages 
to the companies affected by this subsection and to protect the safety and 
soundness of banking entities and nonbank financial companies 
supervised by the Board. 

(iii) Council role. The Chairperson of the Financial Stability Oversight 
Council shall be responsible for coordination of the regulations issued 
under this section. 

(c) Effective date  

(1) In general. Except as provided in paragraphs (2) and (3), this section shall take 
effect on the earlier of—  

(A)  12 months after the date of the issuance of final rules under subsection (b); 
or 

(B)  2 years after July 21, 2010. 

(2) Conformance period for divestiture. A banking entity or nonbank financial 
company supervised by the Board shall bring its activities and investments into 
compliance with the requirements of this section not later than 2 years after the date 
on which the requirements become effective pursuant to this section or 2 years after 
the date on which the entity or company becomes a nonbank financial company 
supervised by the Board. The Board may, by rule or order, extend this two-year period 
for not more than one year at a time, if, in the judgment of the Board, such an 
extension is consistent with the purposes of this section and would not be detrimental 
to the public interest. The extensions made by the Board under the preceding sentence 
may not exceed an aggregate of 3 years. 

(3) Extended transition for illiquid funds  

(A) Application. The Board may, upon the application of a banking entity, 
extend the period during which the banking entity, to the extent necessary to 
fulfill a contractual obligation that was in effect on May 1, 2010, may take or 
retain its equity, partnership, or other ownership interest in, or otherwise 
provide additional capital to, an illiquid fund. 

(B) Time limit on approval. The Board may grant 1 extension under 
subparagraph (A), which may not exceed 5 years. 

(4) Divestiture required 

Except as otherwise provided in subsection (d)(1)(G), a banking entity may not 
engage in any activity prohibited under subsection (a)(1)(B) after the earlier of—  

(A) the date on which the contractual obligation to invest in the illiquid fund 
terminates; and 

(B) the date on which any extensions granted by the Board under paragraph (3) 
expire. 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-937028451-513958730&term_occur=1379&term_src=title:12:chapter:17:section:1851
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(5) Additional capital during transition period. Notwithstanding paragraph (2), on 
the date on which the rules are issued under subsection (b)(2), the appropriate Federal 
banking agencies, the Securities and Exchange Commission, and the Commodity 
Futures Trading Commission shall issue rules, as provided in subsection (b)(2), to 
impose additional capital requirements, and any other restrictions, as appropriate, on 
any equity, partnership, or ownership interest in or sponsorship of a hedge fund or 
private equity fund by a banking entity. 

(6) Special rulemaking. Not later than 6 months after July 21, 2010, the Board shall 
issues rules to implement paragraphs (2) and (3). 

(d) Permitted activities  

(1) In general. Notwithstanding the restrictions under subsection (a), to the extent 
permitted by any other provision of Federal or State law, and subject to the limitations 
under paragraph (2) and any restrictions or limitations that the appropriate Federal 
banking agencies, the Securities and Exchange Commission, and the Commodity 
Futures Trading Commission, may determine, the following activities (in this section 
referred to as “permitted activities”) are permitted:  

(A) The purchase, sale, acquisition, or disposition of obligations of the United 
States or any agency thereof, obligations, participations, or other instruments of or 
issued by the Government National Mortgage Association, the Federal National 
Mortgage Association, the Federal Home Loan Mortgage Corporation, a Federal 
Home Loan Bank, the Federal Agricultural Mortgage Corporation, or a Farm 
Credit System institution chartered under and subject to the provisions of the 
Farm Credit Act of 1971 (12 U.S.C. 2001 et seq.), and obligations of any State or of 
any political subdivision thereof. 

(B) The purchase, sale, acquisition, or disposition of securities and other 
instruments described in subsection (h)(4) in connection with underwriting or 
market-making-related activities, to the extent that any such activities permitted 
by this subparagraph are designed not to exceed the reasonably expected near term 
demands of clients, customers, or counterparties. 

(C) Risk-mitigating hedging activities in connection with and related to individual 
or aggregated positions, contracts, or other holdings of a banking entity that are 
designed to reduce the specific risks to the banking entity in connection with and 
related to such positions, contracts, or other holdings. 

(D) The purchase, sale, acquisition, or disposition of securities and other 
instruments described in subsection (h)(4) on behalf of customers. 

(E) Investments in one or more small business investment companies, as defined 
in section 102 1 of the Small Business Investment Act of 1958 (15 U.S.C. 662), 
investments designed primarily to promote the public welfare, of the type 
permitted under paragraph (11) of section 24 of this title, or investments that are 
qualified rehabilitation expenditures with respect to a qualified rehabilitated 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-687766141-210724491&term_occur=737&term_src=title:12:chapter:17:section:1851
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building or certified historic structure, as such terms are defined in section 47 of 
title 26 or a similar State historic tax credit program. 

(F) The purchase, sale, acquisition, or disposition of securities and other 
instruments described in subsection (h)(4) by a regulated insurance company 
directly engaged in the business of insurance for the general account of the 
company and by any affiliate of such regulated insurance company, provided that 
such activities by any affiliate are solely for the general account of the regulated 
insurance company, if—  

(i) the purchase, sale, acquisition, or disposition is conducted in 
compliance with, and subject to, the insurance company investment 
laws, regulations, and written guidance of the State or jurisdiction in 
which each such insurance company is domiciled; and 

(ii) the appropriate Federal banking agencies, after consultation with the 
Financial Stability Oversight Council and the relevant insurance 
commissioners of the States and territories of the United States, have not 
jointly determined, after notice and comment, that a particular law, 
regulation, or written guidance described in clause (i) is insufficient to 
protect the safety and soundness of the banking entity, or of the financial 
stability of the United States. 

(G) Organizing and offering a private equity or hedge fund, including serving as 
a general partner, managing member, or trustee of the fund and in any manner 
selecting or controlling (or having employees, officers, directors, or agents who 
constitute) a majority of the directors, trustees, or management of the fund, 
including any necessary expenses for the foregoing, only if—  

(i) the banking entity provides bona fide trust, fiduciary, or 
investment advisory services; 

(ii) the fund is organized and offered only in connection with the 
provision of bona fide trust, fiduciary, or investment advisory 
services and only to persons that are customers of such services of 
the banking entity; 

(iii) the banking entity does not acquire or retain an equity interest, 
partnership interest, or other ownership interest in the funds except 
for a de minimis investment subject to and in compliance with 
paragraph (4); 

(iv) the banking entity complies with the restrictions under 
paragraphs (1) and (2) of subparagraph (f); 

(v) the banking entity does not, directly or indirectly, guarantee, 
assume, or otherwise insure the obligations or performance of the 
hedge fund or private equity fund or of any hedge fund or private 
equity fund in which such hedge fund or private equity fund invests; 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-513276617-260822318&term_occur=9&term_src=title:12:chapter:17:section:1851
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(vi) the banking entity does not share with the hedge fund or private 
equity fund, for corporate, marketing, promotional, or other 
purposes, the same name or a variation of the same name; except 
that the hedge fund or private equity fund may share the same name 
or a variation of the same name as a banking entity that is an 
investment adviser to the hedge fund or private equity fund, if— 

(I) such investment adviser is not an insured depository 
institution, a company that controls an insured depository 
institution, or a company that is treated as a bank holding 
company for purposes of section 8 of the International Banking 
Act of 1978 (12 U.S.C. 3016); 

(II) such investment adviser does not share the same name or a 
variation of the same name as an insured depository institution, 
any company that controls an insured depository institution, or 
any company that is treated as a bank holding company for 
purposed of section 8 of the International Banking Act of 1978 (12 
U.S.C. 3016); and 

(III) such name does not contain the word “bank;” 

(vii) no director or employee of the banking entity takes or retains an 
equity interest, partnership interest, or other ownership interest in the 
hedge fund or private equity fund, except for any director or employee of 
the banking entity who is directly engaged in providing investment 
advisory or other services to the hedge fund or private equity fund; and 

(viii) the banking entity discloses to prospective and actual investors in 
the fund, in writing, that any losses in such hedge fund or private equity 
fund are borne solely by investors in the fund and not by the banking 
entity, and otherwise complies with any additional rules of the 
appropriate Federal banking agencies, the Securities and Exchange 
Commission, or the Commodity Futures Trading Commission, as 
provided in subsection (b)(2), designed to ensure that losses in such 
hedge fund or private equity fund are borne solely by investors in the 
fund and not by the banking entity. 

(H) Proprietary trading conducted by a banking entity pursuant to paragraph 
(9) or (13) of section 1843(c) of this title, provided that the trading occurs solely 
outside of the United States and that the banking entity is not directly or 
indirectly controlled by a banking entity that is organized under the laws of the 
United States or of one or more States. 

(I) The acquisition or retention of any equity, partnership, or other ownership 
interest in, or the sponsorship of, a hedge fund or a private equity fund by a 
banking entity pursuant to paragraph (9) or (13) of section 1843(c) of this title 
solely outside of the United States, provided that no ownership interest in such 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=5&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=6&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=6&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-246043532-1621576917&term_occur=218&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=6&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=7&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=8&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-692349112-476038771&term_occur=6&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=7&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=9&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=9&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=10&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1863499968-1513522078&term_occur=2&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=8&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=11&term_src=title:12:chapter:17:section:1851


Title II – Sec. 203 & 204 

12 U.S.C. § 1851 
 

13 

hedge fund or private equity fund is offered for sale or sold to a resident of the 
United States and that the banking entity is not directly or indirectly controlled 
by a banking entity that is organized under the laws of the United States or of 
one or more States. 

(J) Such other activity as the appropriate Federal banking agencies, the 
Securities and Exchange Commission, and the Commodity Futures Trading 
Commission determine, by rule, as provided in subsection (b)(2), would 
promote and protect the safety and soundness of the banking entity and the 
financial stability of the United States. 

(2) Limitation on permitted activities  

(A) In general. No transaction, class of transactions, or activity may be deemed 
a permitted activity under paragraph (1) if the transaction, class of transactions, 
or activity—  

(i) would involve or result in a material conflict of interest (as such term 
shall be defined by rule as provided in subsection (b)(2)) between the 
banking entity and its clients, customers, or counterparties; 

(ii) would result, directly or indirectly, in a material exposure by the 
banking entity to high-risk assets or high-risk trading strategies (as such 
terms shall be defined by rule as provided in subsection (b)(2)); 

(iii) would pose a threat to the safety and soundness of such banking entity; 
or 

(iv) would pose a threat to the financial stability of the United States. 

(B) Rulemaking. The appropriate Federal banking agencies, the Securities and 
Exchange Commission, and the Commodity Futures Trading Commission shall 
issue regulations to implement subparagraph (A), as part of the regulations 
issued under subsection (b)(2). 

(3) Capital and quantitative limitations. The appropriate Federal banking agencies, 
the Securities and Exchange Commission, and the Commodity Futures Trading 
Commission shall, as provided in subsection (b)(2), adopt rules imposing additional 
capital requirements and quantitative limitations, including diversification 
requirements, regarding the activities permitted under this section if the appropriate 
Federal banking agencies, the Securities and Exchange Commission, and the 
Commodity Futures Trading Commission determine that additional capital and 
quantitative limitations are appropriate to protect the safety and soundness of banking 
entities engaged in such activities. 

(4) De minimis investment  

(A) In general. A banking entity may make and retain an investment in a hedge 
fund or private equity fund that the banking entity organizes and offers, subject 
to the limitations and restrictions in subparagraph (B) for the purposes of—  
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(i) establishing the fund and providing the fund with sufficient initial 
equity for investment to permit the fund to attract unaffiliated investors; 
or 

(ii) making a de minimis investment. 

(B) Limitations and restrictions on investments  

(i) Requirement to seek other investors. A banking entity shall actively 
seek unaffiliated investors to reduce or dilute the investment of the 
banking entity to the amount permitted under clause (ii). 

(ii) Limitations on size of investments. Notwithstanding any other 
provision of law, investments by a banking entity in a hedge fund or 
private equity fund shall—  

(I) not later than 1 year after the date of establishment of the 
fund, be reduced through redemption, sale, or dilution to an 
amount that is not more than 3 percent of the total ownership 
interests of the fund; 

(II) be immaterial to the banking entity, as defined, by rule, 
pursuant to subsection (b)(2), but in no case may the aggregate of 
all of the interests of the banking entity in all such funds exceed 3 
percent of the Tier 1 capital of the banking entity. 

(iii) Capital For purposes of determining compliance with applicable 
capital standards under paragraph (3), the aggregate amount of the 
outstanding investments by a banking entity under this paragraph, 
including retained earnings, shall be deducted from the assets and 
tangible equity of the banking entity, and the amount of the deduction 
shall increase commensurate with the leverage of the hedge fund or 
private equity fund. 

(C) Extension. Upon an application by a banking entity, the Board may extend 
the period of time to meet the requirements under subparagraph (B)(ii)(I) for 2 
additional years, if the Board finds that an extension would be consistent with 
safety and soundness and in the public interest. 

(e) Anti-evasion  

(1) Rulemaking. The appropriate Federal banking agencies, the Securities and 
Exchange Commission, and the Commodity Futures Trading Commission shall issue 
regulations, as part of the rulemaking provided for in subsection (b)(2), regarding 
internal controls and recordkeeping, in order to insure compliance with this section. 

(2) Termination of activities or investment. Notwithstanding any other provision of 
law, whenever an appropriate Federal banking agency, the Securities and Exchange 
Commission, or the Commodity Futures Trading Commission, as appropriate, has 
reasonable cause to believe that a banking entity or nonbank financial company 
supervised by the Board under the respective agency’s jurisdiction has made an 
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investment or engaged in an activity in a manner that functions as an evasion of the 
requirements of this section (including through an abuse of any permitted activity) or 
otherwise violates the restrictions under this section, the appropriate Federal banking 
agency, the Securities and Exchange Commission, or the Commodity Futures Trading 
Commission, as appropriate, shall order, after due notice and opportunity for hearing, 
the banking entity or nonbank financial company supervised by the Board to terminate 
the activity and, as relevant, dispose of the investment. Nothing in this paragraph shall 
be construed to limit the inherent authority of any Federal agency or State regulatory 
authority to further restrict any investments or activities under otherwise applicable 
provisions of law. 

(f) Limitations on relationships with hedge funds and private equity funds  

(1) In general. No banking entity that serves, directly or indirectly, as the investment 
manager, investment adviser, or sponsor to a hedge fund or private equity fund, or that 
organizes and offers a hedge fund or private equity fund pursuant to paragraph 
(d)(1)(G), and no affiliate of such entity, may enter into a transaction with the fund, or 
with any other hedge fund or private equity fund that is controlled by such fund, that 
would be a covered transaction, as defined in section 371c of this title, with the hedge 
fund or private equity fund, as if such banking entity and the affiliate thereof were a 
member bank and the hedge fund or private equity fund were an affiliate thereof. 

(2) Treatment as member bank. A banking entity that serves, directly or indirectly, as 
the investment manager, investment adviser, or sponsor to a hedge fund or private 
equity fund, or that organizes and offers a hedge fund or private equity fund pursuant 
to paragraph (d)(1)(G), shall be subject to –section 371c–1 of this title, as if such 
banking entity were a member bank and such hedge fund or private equity fund were 
an affiliate thereof. 

(3) Permitted services  

(A) In general 

Notwithstanding paragraph (1), the Board may permit a banking entity to 
enter into any prime brokerage transaction with any hedge fund or private 
equity fund in which a hedge fund or private equity fund managed, sponsored, 
or advised by such banking entity has taken an equity, partnership, or other 
ownership interest, if—  

(i) the banking entity is in compliance with each of the limitations set forth 
in subsection (d)(1)(G) with regard to a hedge fund or private equity fund 
organized and offered by such banking entity; 

(ii) the chief executive officer (or equivalent officer) of the banking entity 
certifies in writing annually (with a duty to update the certification if the 
information in the certification materially changes) that the conditions 
specified in subsection (d)(1)(g)(v) [2] are satisfied; and 

(iii) the Board has determined that such transaction is consistent with the 
safe and sound operation and condition of the banking entity. 
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(B) Treatment of prime brokerage transactions. For purposes of subparagraph 
(A), a prime brokerage transaction described in subparagraph (A) shall be 
subject to –section 371c–1 of this title as if the counterparty were an affiliate of 
the banking entity. 

(4) Application to nonbank financial companies supervised by the Board. The 
appropriate Federal banking agencies, the Securities and Exchange Commission, and 
the Commodity Futures Trading Commission shall adopt rules, as provided in 
subsection (b)(2), imposing additional capital charges or other restrictions for nonbank 
financial companies supervised by the Board to address the risks to and conflicts of 
interest of banking entities described in paragraphs (1), (2), and (3) of this subsection. 

(g) Rules of construction  

(1) Limitation on contrary authority. Except as provided in this section, 
notwithstanding any other provision of law, the prohibitions and restrictions under this 
section shall apply to activities of a banking entity or nonbank financial company 
supervised by the Board, even if such activities are authorized for a banking entity or 
nonbank financial company supervised by the Board. 

(2) Sale or securitization of loans. Nothing in this section shall be construed to limit or 
restrict the ability of a banking entity or nonbank financial company supervised by the 
Board to sell or securitize loans in a manner otherwise permitted by law. 

(3) Authority of Federal agencies and State regulatory authorities. Nothing in this 
section shall be construed to limit the inherent authority of any Federal agency or State 
regulatory authority under otherwise applicable provisions of law. 

(h) Definitions. In this section, the following definitions shall apply:  

(1) Banking entity. The term “banking entity” means any insured depository institution 
(as defined in section 1813 of this title), any company that controls an insured depository 
institution, or that is treated as a bank holding company for purposes of section 8 of the 
International Banking Act of 1978, and any affiliate or subsidiary of any such entity. For 
purposes of this paragraph, the term “insured depository institution” does not include an 
institution—  

(A) that functions solely in a trust or fiduciary capacity, if— 

(A i) all or substantially all of the deposits of such institution are in trust 

funds and are received in a bona fide fiduciary capacity; 

(Bii) no deposits of such institution which are insured by the Federal 

Deposit Insurance Corporation are offered or marketed by or through an 

affiliate of such institution; 

(Ciii) such institution does not accept demand deposits or deposits that 

the depositor may withdraw by check or similar means for payment to 

third parties or others or make commercial loans; and 
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(Div) such institution does not—  

(iI) obtain payment or payment related services from any Federal 

Reserve bank, including any service referred to in section 248a of this 

title; or 

(iiII) exercise discount or borrowing privileges pursuant to section 

461(b)(7) of this title; or 

(B) with—  

(i) not more than $10,000,000,000 of total consolidated assets; and 

(ii) total trading assets and trading liabilities, as reported on the most 

recent applicable regulatory filing filed by the institution, that are not 

more than 5 percent of total consolidated assets. 

(2) Hedge fund; private equity fund. The terms “hedge fund” and “private equity fund” 
mean an issuer that would be an investment company, as defined in the Investment 
Company Act of 1940 (15 U.S.C. 80a–1 et seq.), but for section 3(c)(1) or 3(c)(7) of that 
Act [–15 U.S.C. 80a–3(c)(1), (7)], or such similar funds as the appropriate Federal banking 
agencies, the Securities and Exchange Commission, and the Commodity Futures Trading 
Commission may, by rule, as provided in subsection (b)(2), determine. 

(3) Nonbank financial company supervised by the Board. The term “nonbank financial 
company supervised by the Board” means a nonbank financial company supervised by the 
Board of Governors, as defined in section 5311 of this title. 

(4) Proprietary trading. The term “proprietary trading”, when used with respect to a 
banking entity or nonbank financial company supervised by the Board, means engaging as 
a principal for the trading account of the banking entity or nonbank financial company 
supervised by the Board in any transaction to purchase or sell, or otherwise acquire or 
dispose of, any security, any derivative, any contract of sale of a commodity for future 
delivery, any option on any such security, derivative, or contract, or any other security or 
financial instrument that the appropriate Federal banking agencies, the Securities and 
Exchange Commission, and the Commodity Futures Trading Commission may, by rule as 
provided in subsection (b)(2), determine. 

(5) Sponsor. The term to “sponsor” a fund means—  

(A)  to serve as a general partner, managing member, or trustee of a fund; 

(B) in any manner to select or to control (or to have employees, officers, or directors, 
or agents who constitute) a majority of the directors, trustees, or management of a 
fund; or 

(C) to share with a fund, for corporate, marketing, promotional, or other purposes, the 
same name or a variation of the same name except as permitted under subsection 
(d)(1)(G)(iv). 

https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-786681338-1275568654&term_occur=275&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-786681338-1275568654&term_occur=276&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3016252-1542156037&term_occur=342&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1577388367-701622275&term_occur=19&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1203349472-1513522080&term_occur=16&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1057321949-1513522080&term_occur=23&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=11&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=11&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=12&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=12&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1863499968-1513522078&term_occur=3&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=13&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=14&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1118638905-1513522079&term_occur=14&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1998892262-1513522077&term_occur=4&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1077769574-848921602&term_occur=143&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-951543133-145170118&term_occur=72&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-1193469614-1410243503&term_occur=115&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-246043532-1621576917&term_occur=219&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-246043532-1621576917&term_occur=220&term_src=title:12:chapter:17:section:1851
https://www.law.cornell.edu/definitions/uscode.php?width=840&height=800&iframe=true&def_id=12-USC-3154629-500544089&term_occur=86&term_src=title:12:chapter:17:section:1851


Title II – Sec. 203 & 204 

12 U.S.C. § 1851 
 

18 

(6) Trading account. The term “trading account” means any account used for acquiring 
or taking positions in the securities and instruments described in paragraph (4) principally 
for the purpose of selling in the near term (or otherwise with the intent to resell in order 
to profit from short-term price movements), and any such other accounts as the 
appropriate Federal banking agencies, the Securities and Exchange Commission, and the 
Commodity Futures Trading Commission may, by rule as provided in subsection (b)(2), 
determine. 

(7) Illiquid fund  

(A) In general. The term “illiquid fund” means a hedge fund or private equity fund 
that—  

(i) as of May 1, 2010, was principally invested in, or was invested and 
contractually committed to principally invest in, illiquid assets, such as portfolio 
companies, real estate investments, and venture capital investments; and 

(ii) makes all investments pursuant to, and consistent with, an investment 
strategy to principally invest in illiquid assets. In issuing rules regarding this 
subparagraph, the Board shall take into consideration the terms of investment 
for the hedge fund or private equity fund, including contractual obligations, the 
ability of the fund to divest of assets held by the fund, and any other factors that 
the Board determines are appropriate. 

(B) Hedge fund. For the purposes of this paragraph, the term “hedge fund” means any 
fund identified under subsection (h)(2), and does not include a private equity fund, as 
such term is used in –section 80b–3(m) of title 15. 
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TITLE II – REGULATORY RELIEF AND PROTECTING CONSUMER ACCESS TO CREDIT  

Sec. 205 Short Form Call Reports amending 12 U.S.C. 1817(a)  

(a) Reports of condition; access to reports  

(1) Each insured State nonmember bank and each foreign bank having an insured 
branch which is not a Federal branch shall make to the Corporation reports of 
condition which shall be in such form and shall contain such information as the Board 
of Directors may require. Such reports shall be made to the Corporation on the dates 
selected as provided in paragraph (3) of this subsection and the deposit liabilities shall 
be reported therein in accordance with and pursuant to paragraphs (4) and (5) of this 
subsection. The Board of Directors may call for additional reports of condition on dates 
to be fixed by it and may call for such other reports as the Board may from time to time 
require. Any such bank which (A) maintains procedures reasonably adapted to avoid 
any inadvertent error and, unintentionally and as a result of such an error, fails to make 
or publish any report required under this paragraph, within the period of time specified 
by the Corporation, or submits or publishes any false or misleading report or 
information, or (B) inadvertently transmits or publishes any report which is minimally 
late, shall be subject to a penalty of not more than $2,000 for each day during which 
such failure continues or such false or misleading information is not corrected. Such 
bank shall have the burden of proving that an error was inadvertent and that a report 
was inadvertently transmitted or published late. Any such bank which fails to make or 
publish any report required under this paragraph, within the period of time specified by 
the Corporation, or submits or publishes any false or misleading report or information, 
in a manner not described in the 2nd preceding sentence shall be subject to a penalty of 
not more than $20,000 for each day during which such failure continues or such false 
or misleading information is not corrected. Notwithstanding the preceding sentence, if 
any such bank knowingly or with reckless disregard for the accuracy of any 
information or report described in such sentence submits or publishes any false or 
misleading report or information, the Corporation may assess a penalty of not more 
than $1,000,000 or 1 percent of total assets of such bank, whichever is less, per day for 
each day during which such failure continues or such false or misleading information is 
not corrected. Any penalty imposed under any of the 4 preceding sentences shall be 
assessed and collected by the Corporation in the manner provided in subparagraphs 
(E), (F), (G), and (I) of section 1818(i)(2) of this title (for penalties imposed under such 
section) and any such assessment (including the determination of the amount of the 
penalty) shall be subject to the provisions of such section. Any such bank against which 
any penalty is assessed under this subsection shall be afforded an agency hearing if such 
bank submits a request for such hearing within 20 days after the issuance of the notice 
of assessment. Section 1818(h) of this title shall apply to any proceeding under this 
paragraph. 
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(2)  

(A) The Corporation and, with respect to any State depository institution, any 
appropriate State bank supervisor for such institution, shall have access to 
reports of examination made by, and reports of condition made to, the 
Comptroller of the Currency, the Federal Housing Finance Agency, any Federal 
home loan bank, or any Federal Reserve bank and to all revisions of reports of 
condition made to any of them, and they shall promptly advise the Corporation 
of any revisions or changes in respect to deposit liabilities made or required to be 
made in any report of condition. The Corporation may accept any report made 
by or to any commission, board, or authority having supervision of a depository 
institution, and may furnish to the Comptroller of the Currency, to the Federal 
Housing Finance Agency, to any Federal home loan bank, to any Federal 
Reserve bank, and to any such commission, board, or authority, reports of 
examinations made on behalf of, and reports of condition made to, the 
Corporation. 

(B) Additional reports.—The Board of Directors may from time to time require 
any insured depository institution to file such additional reports as the 
Corporation, after consultation with the Comptroller of the Currency and the 
Board of Governors of the Federal Reserve System, as appropriate, may deem 
advisable for insurance purposes. 

(C) Data sharing with other agencies and persons.—In addition to reports of 
examination, reports of condition, and other reports required to be regularly 
provided to the Corporation (with respect to all insured depository institutions, 
including a depository institution for which the Corporation has been appointed 
conservator or receiver) or an appropriate State bank supervisor (with respect to 
a State depository institution) under subparagraph (A) or (B), a Federal banking 
agency may, in the discretion of the agency, furnish any report of examination 
or other confidential supervisory information concerning any depository 
institution or other entity examined by such agency under authority of any 
Federal law, to—  

(i) any other Federal or State agency or authority with supervisory or 
regulatory authority over the depository institution or other entity; 

(ii) any officer, director, or receiver of such depository institution or entity; 
and 

(iii) any other person that the Federal banking agency determines to be 
appropriate. 

(3) Each insured depository institution shall make to the appropriate Federal banking 
agency 4 reports of condition annually upon dates which shall be selected by the 
Chairman of the Board of Directors, the Comptroller of the Currency, and the 
Chairman of the Board of Governors of the Federal Reserve System. The dates selected 
shall be the same for all insured depository institutions, except that when any of said 
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reporting dates is a nonbusiness day for any depository institution, the preceding 
business day shall be its reporting date. Such reports of condition shall be the basis for 
the certified statements to be filed pursuant to subsection (c). The deposit liabilities 
shall be reported in said reports of conditions in accordance with and pursuant to 
paragraphs (4) and (5) of this subsection, and such other information shall be reported 
therein as may be required by the respective agencies. Each said report of condition 
shall contain a declaration by the president, a vice president, the cashier or the 
treasurer, or by any other officer designated by the board of directors or trustees of the 
reporting depository institution to make such declaration, that the report is true and 
correct to the best of his knowledge and belief. The correctness of said report of 
condition shall be attested by the signatures of at least two directors or trustees of the 
reporting depository institution other than the officer making such declaration, with a 
declaration that the report has been examined by them and to the best of their 
knowledge and belief is true and correct. At the time of making said reports of 
condition each insured depository institution shall furnish to the Corporation a copy 
thereof containing such signed declaration and attestations. Nothing herein shall 
preclude any of the foregoing agencies from requiring the banks or savings associations 
under its jurisdiction to make additional reports of condition at any time. 

(4) In the reports of condition required to be made by paragraph (3) of this subsection, 
each insured depository institution shall report the total amount of the liability of the 
depository institution for deposits in the main office and in any branch located in any 
State of the United States, the District of Columbia, any Territory of the United States, 
Puerto Rico, Guam, American Samoa, the Trust Territory of the Pacific Islands, or the 
Virgin Islands, according to the definition of the term “deposit” in and pursuant to 
subsection (l) of section 1813 of this title without any deduction for indebtedness of 
depositors or creditors or any deduction for cash items in the process of collection 
drawn on others than the reporting depository institution: Provided, That the 
depository institution in reporting such deposits may (i) subtract from the deposit 
balance due to any depository institution the deposit balance due from the same 
depository institution (other than trust funds deposited by either depository 
institution) and any cash items in the process of collection due from or due to such 
depository institutions shall be included in determining such net balance, except that 
balances of time deposits of any depository institution and any balances standing to the 
credit of private depository institutions, of depository institutions in foreign countries, 
of foreign branches of other American depository institutions, and of American 
branches of foreign banks shall be reported gross without any such subtraction, and (ii) 
exclude any deposits received in any office of the depository institution for deposit in 
any other office of the depository institution: And provided further, That outstanding 
drafts (including advices and authorizations to charge’ depository institution’s balance 
in another depository institution) drawn in the regular course of business by the 
reporting depository institution on depository institutions need not be reported as 
deposit liabilities. The amount of trust funds held in the’ depository institution’s own 
trust department, which the reporting depository institution keeps segregated and 
apart from its general assets and does not use in the conduct of its business, shall not be 
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included in the total deposits in such reports, but shall be separately stated in such 
reports. Deposits which are accumulated for the payment of personal loans and are 
assigned or pledged to assure payment of loans at maturity shall not be included in the 
total deposits in such reports, but shall be deducted from the loans for which such 
deposits are assigned or pledged to assure repayment. 

(5) The deposits to be reported on such reports of condition shall be segregated 
between (i) time and savings deposits and (ii) demand deposits. For this purpose, the 
time and savings deposits shall consist of time certificates of deposit, time deposits-
open account, and savings deposits; and demand deposits shall consist of all deposits 
other than time and savings deposits. 

(6) Lifeline account deposits.— In the reports of condition required to be reported 
under this subsection, the deposits in lifeline accounts (as defined in section 
1834(a)(3)(D) of this title) shall be reported separately. 

(7) The Board of Directors, after consultation with the Comptroller of the Currency 
and the Board of Governors of the Federal Reserve System, may by regulation define 
the terms “cash items” and “process of collection”, and shall classify deposits as “time”, 
“savings”, and “demand” deposits, for the purposes of this section. 

(8) In respect of any report required or authorized to be supplied or published pursuant 
to this subsection or any other provision of law, the Board of Directors or the 
Comptroller of the Currency, as the case may be, may differentiate between domestic 
banks and foreign banks to such extent as, in their judgment, may be reasonably 
required to avoid hardship and can be done without substantial compromise of 
insurance risk or supervisory and regulatory effectiveness. 

(9) Data collections.—In addition to or in connection with any other report required 
under this subsection, the Corporation shall take such action as may be necessary to 
ensure that—  

(A) each insured depository institution maintains; and 

(B) the Corporation receives on a regular basis from such institution, information 
on the total amount of all insured deposits, preferred deposits, and uninsured 
deposits at the institution. In prescribing reporting and other requirements for the 
collection of actual and accurate information pursuant to this paragraph, the 
Corporation shall minimize the regulatory burden imposed upon insured 
depository institutions that are well capitalized (as defined in section 1831o of this 
title) while taking into account the benefit of the information to the Corporation, 
including the use of the information to enable the Corporation to more accurately 
determine the total amount of insured deposits in each insured depository 
institution for purposes of compliance with this chapter. 

(10) A Federal banking agency may not, by regulation or otherwise, designate, or require 
an insured institution or an affiliate to designate, a corporation as highly leveraged or a 
transaction with a corporation as a highly leveraged transaction solely because such 
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corporation is or has been a debtor or bankrupt under title 11, if, after confirmation of a 
plan of reorganization, such corporation would not otherwise be highly leveraged. 

(11) Streamlining reports of condition.—  

(A) Review of information and schedules.— Before the end of the 1-year period 
beginning on October 13, 2006, and before the end of each 5-year period thereafter, 
each Federal banking agency shall, in conjunction with the other relevant Federal 
banking agencies, review the information and schedules that are required to be filed by 
an insured depository institution in a report of condition required under paragraph (3). 

(B) Reduction or elimination of information found to be unnecessary.—After 
completing the review required by subparagraph (A), a Federal banking agency, in 
conjunction with the other relevant Federal banking agencies, shall reduce or eliminate 
any requirement to file information or schedules under paragraph (3) (other than 
information or schedules that are otherwise required by law) if the agency determines 
that the continued collection of such information or schedules is no longer necessary 
or appropriate. 

(12) Short Form Reporting.— 

(A) In General.—The appropriate Federal banking agencies shall issue regulations that 
allow for a reduced reporting requirement for a covered depository institution when 
the institution makes the first and third report of condition for a year, as required 
under paragraph (3). 

(B) Definition.—In this paragraph, the term “covered depository institution” means an 
insured depository institution that— 

(i) has less than $5,000,000,000 in total consolidated assets; and 

(ii) satisfies such other criteria as the appropriate Federal banking agencies 
determine appropriate. 
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Sec. 207 Small Bank Holding Company Policy Statement amending12 U.S.C. 5371(b)(5) 

(5) Exceptions.  

This section shall not apply to—  

(A) debt or equity instruments issued to the United States or any agency or 
instrumentality thereof pursuant to the Emergency Economic Stabilization Act of 2008 
[12 U.S.C. 5201 et seq.], and prior to October 4, 2010; 

(B) any Federal home loan bank; or 

(C) any bank holding company or savings and loan holding company having less than 
$1,000,000,000 in total consolidated assets that complies with the requirements of the 
Small Bank Holding Company Policy Statement on Assessment of Financial and 
Managerial Factors of the Board of Governors (12 CFR part 225 appendix C), as the 
requirements of such Policy Statement are amended pursuant to section 1 of an Act 
entitled “To enhance the ability of community financial institutions to foster economic 
growth and serve their communities, boost small businesses, increase individual 
savings, and for other purposes”. any bank holding company or savings and loan 
holding company that is subject to the application of appendix C to part 225 of title 12, 
Code of Federal Regulations (commonly known as the “Small Bank Holding company 
and Savings and Loan Holding Company Policy Statement”). 
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TITLE II – REGULATORY RELIEF AND PROTECTING CONSUMER ACCESS TO CREDIT  

Sec. 211 Examination Cycle amending 12 U.S.C. 1820(d)(4)(A) 

(d) Annual on-site examinations of all insured depository institutions required  

(1) In general. The appropriate Federal banking agency shall, not less than once during 
each 12-month period, conduct a full-scope, on-site examination of each insured 
depository institution. 

(2) Examinations by Corporation. Paragraph (1) shall not apply during any 12-month 
period in which the Corporation has conducted a full-scope, on-site examination of the 
insured depository institution. 

(3) State examinations acceptable. The examinations required by paragraph (1) may 
be conducted in alternate 12-month periods, as appropriate, if the appropriate Federal 
banking agency determines that an examination of the insured depository institution 
conducted by the State during the intervening 12-month period carries out the purpose 
of this subsection. 

(4) 18-month rule for certain small institutions. Paragraphs (1), (2), and (3) shall 
apply with “18-month” substituted for “12-month” if—  

(A) the insured depository institution has total assets of less than 
$1,000,000,000 $3,000,000,000; 

(B) the institution is well capitalized, as defined in section 1831o of this title;  

(C) when the institution was most recently examined, it was found to be well 
managed, and its composite condition—  

(i) was found to be outstanding; or 

(ii) was found to be outstanding or good, in the case of an insured 
depository institution that has total assets of not more than 
$200,000,000; 

(D) the insured institution is not currently subject to a formal enforcement 
proceeding or order by the Corporation or the appropriate Federal banking 
agency; and 

(E) no person acquired control of the institution during the 12-month period in 
which a full-scope, on-site examination would be required but for this 
paragraph. 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 248(s)(2) 

(s) 2 Assessments, fees, and other charges for certain companies  

(1) In general. The Board shall collect a total amount of assessments, fees, or other 

charges from the companies described in paragraph (2) that is equal to the total 

expenses the Board estimates are necessary or appropriate to carry out the supervisory 

and regulatory responsibilities of the Board with respect to such companies. 

(2) Companies. The companies described in this paragraph are—  

(A) all bank holding companies having total consolidated assets of 

$50,000,000,000 $250,000,000,000 or more; and 

(B) all savings and loan holding companies having total consolidated assets of 

$50,000,000,000 or more; and (C) all nonbank financial companies supervised by 

the Board under section 5323 of this title. 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5325(a)(2)(B) 

(a) In general  

(1) Purpose  

In order to prevent or mitigate risks to the financial stability of the United States 

that could arise from the material financial distress, failure, or ongoing activities of 

large, interconnected financial institutions, the Council may make recommendations to 

the Board of Governors concerning the establishment and refinement of prudential 

standards and reporting and disclosure requirements applicable to nonbank financial 

companies supervised by the Board of Governors and large, interconnected bank 

holding companies, that—  

(A) are more stringent than those applicable to other nonbank financial companies 

and bank holding companies that do not present similar risks to the financial 

stability of the United States; and 

(B) increase in stringency, based on the considerations identified in subsection 

(b)(3). 

(2) Recommended application of required standards. In making recommendations 

under this section, the Council may—  

(A) differentiate among companies that are subject to heightened standards on an 

individual basis or by category, taking into consideration their capital structure, 

riskiness, complexity, financial activities (including the financial activities of their 

subsidiaries), size, and any other risk-related factors that the Council deems 

appropriate; or 

(B) recommend an asset threshold that is higher than $50,000,000,000 the 

applicable threshold for the application of any standard described in subsections (c) 

through (g). 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5326(a) 

(a) In general. Subject to subsection (b), the Council, acting through the Office of Financial 

Research, may require a bank holding company with total consolidated assets of 

$50,000,000,000 $250,000,000,000 or greater or a nonbank financial company supervised by 

the Board of Governors, and any subsidiary thereof, to submit certified reports to keep the 

Council informed as to—  

(1) the financial condition of the company; 

(2) systems for monitoring and controlling financial, operating, and other risks; 

(3) transactions with any subsidiary that is a depository institution; and 

(4) the extent to which the activities and operations of the company and any subsidiary 

thereof, could, under adverse circumstances, have the potential to disrupt financial 

markets or affect the overall financial stability of the United States. 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5331(a)1 

(a) Mitigatory actions. If the Board of Governors determines that a bank holding company 

with total consolidated assets of $50,000,000,000 250,000,000,00or more, or a nonbank 

financial company supervised by the Board of Governors, poses a grave threat to the financial 

stability of the United States, the Board of Governors, upon an affirmative vote of not fewer 

than ⅔ of the voting members of the Council then serving, shall—  

(1) limit the ability of the company to merge with, acquire, consolidate with, or 

otherwise become affiliated with another company; 

(2) restrict the ability of the company to offer a financial product or products; 

(3) require the company to terminate one or more activities; 

(4) impose conditions on the manner in which the company conducts 1 or more 

activities; or 

(5) if the Board of Governors determines that the actions described in paragraphs (1) 

through (4) are inadequate to mitigate a threat to the financial stability of the United 

States in its recommendation, require the company to sell or otherwise transfer assets 

or off-balance-sheet items to unaffiliated entities. 

 

                                                           
1
  Note that there appears to be a typo in the Senate Bill that states to amend 12 U.S.C. 5311(a), but given the text cited it 

appears to instead mean to reference 12 U.S.C. 5331(a).  
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5345(d)  

(d) Permanent self-funding. Beginning 2 years after July 21, 2010, the Secretary shall 

establish, by regulation, and with the approval of the Council, an assessment schedule, 

including the assessment base and rates, applicable to bank holding companies with total 

consolidated assets of $50,000,000,000 $250,000,000,000 or greater and nonbank financial 

companies supervised by the Board of Governors, that takes into account differences among 

such companies, based on the considerations for establishing the prudential standards under 

section 5325 of this title, to collect assessments equal to the total expenses of the Office. 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5363(b) 

(b) Acquisition of nonbank companies  

(1) Prior notice for large acquisitions. Notwithstanding section 1843(k)(6)(B) of this 

title, a bank holding company with total consolidated assets equal to or greater than 

$50,000,000,000 $250,000,000,000 or a nonbank financial company supervised by the 

Board of Governors shall not acquire direct or indirect ownership or control of any 

voting shares of any company (other than an insured depository institution) that is 

engaged in activities described in section 1843(k) of this title having total consolidated 

assets of $10,000,000,000 or more, without providing written notice to the Board of 

Governors in advance of the transaction. 

(2) Exemptions. The prior notice requirement in paragraph (1) shall not apply with 

regard to the acquisition of shares that would qualify for the exemptions in section 

1843(c) of this title or section 1843(k)(4)(E) of this title. 

(3) Notice procedures. The notice procedures set forth in section 1843(j)(1) of this 

title, without regard to section 1843(j)(3) of this title, shall apply to an acquisition of 

any company (other than an insured depository institution) by a bank holding 

company with total consolidated assets equal to or greater than $50,000,000,000 

$250,000,000,000 or a nonbank financial company supervised by the Board of 

Governors, as described in paragraph (1), including any such company engaged in 

activities described in section 1843(k) of this title. 

(4) Standards for review. In addition to the standards provided in section 1843(j)(2) of 

this title, the Board of Governors shall consider the extent to which the proposed 

acquisition would result in greater or more concentrated risks to global or United States 

financial stability or the United States economy. 

(5) Hart-Scott-Rodino filing requirement. Solely for purposes of section 18a(c)(8) of 

title 15, the transactions subject to the requirements of paragraph (1) shall be treated as 

if Board of Governors approval is not required. 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5364 

A nonbank financial company supervised by the Board of Governors shall be treated as a bank 

holding company for purposes of the Depository Institutions Management Interlocks Act (12 

U.S.C. 3201 et seq.), except that the Board of Governors shall not exercise the authority 

provided in section 7  of that Act (12 U.S.C. 3207) to permit service by a management official 

of a nonbank financial company supervised by the Board of Governors as a management 

official of any bank holding company with total consolidated assets equal to or greater than 

$50,000,000,000 $250,000,000,000, or other nonaffiliated nonbank financial company 

supervised by the Board of Governors (other than to provide a temporary exemption for 

interlocks resulting from a merger, acquisition, or consolidation). 
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 401 amending 12 U.S.C. 5365 

(a) In general  

(1) Purpose. In order to prevent or mitigate risks to the financial stability of the United 

States that could arise from the material financial distress or failure, or ongoing 

activities, of large, interconnected financial institutions, the Board of Governors shall, 

on its own or pursuant to recommendations by the Council under section 5325 of this 

title, establish prudential standards for nonbank financial companies supervised by the 

Board of Governors and bank holding companies with total consolidated assets equal to 

or greater than $50,000,000,000 $250,000,000,000 that—  

(A) are more stringent than the standards and requirements applicable to 

nonbank financial companies and bank holding companies that do not present 

similar risks to the financial stability of the United States; and 

(B) increase in stringency, based on the considerations identified in subsection 

(b)(3). 

(2) Tailored application  

(A) In general. In prescribing more stringent prudential standards under this 

section, the Board of Governors may shall, on its own or pursuant to a 

recommendation by the Council in accordance with section 5325 of this title, 

differentiate among companies on an individual basis or by category, taking into 

consideration their capital structure, riskiness, complexity, financial activities 

(including the financial activities of their subsidiaries), size, and any other risk-

related factors that the Board of Governors deems appropriate. 

(B) Adjustment of threshold for application of certain standards. The Board 

of Governors may, pursuant to a recommendation by the Council in accordance 

with section 5325 of this title, establish an asset threshold above 

$50,000,000,000 the applicable threshold for the application of any standard 

established under subsections (c) through (g). 

(C) Risks to financial stability and safety and soundness.—The Board of 

Governors may by order or rule promulgated pursuant to section 553 of title 5, 

United States Code, apply any prudential standard established under this section 

to any bank holding company or bank holding companies with total 

consolidated assets equal to or greater than $100,000,000,000 to which the 

prudential standard does not otherwise apply provided that the Board of 

Governors— 
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(i) determines that application of the prudential standard is appropriate— 

(I) to prevent or mitigate risks to the financial stability of the United 

States, as described in paragraph (1); or 

(II) to promote the safety and soundness of the bank holding company 

or bank holding companies; and 

(ii) takes into consideration the bank holding company's or bank holding 

companies' capital structure, riskiness, complexity, financial activities 

(including financial activities of subsidiaries), size, and any other risk-

related factors that the Board of Governors deems appropriate. 

(b) Development of prudential standards  

(1) In general  

(A) Required standards. The Board of Governors shall establish prudential 

standards for nonbank financial companies supervised by the Board of 

Governors and bank holding companies described in subsection (a), that shall 

include— 

(i) risk-based capital requirements and leverage limits, unless the Board 

of Governors, in consultation with the Council, determines that such 

requirements are not appropriate for a company subject to more 

stringent prudential standards because of the activities of such company 

(such as investment company activities or assets under management) or 

structure, in which case, the Board of Governors shall apply other 

standards that result in similarly stringent risk controls; 

(ii) liquidity requirements; 

(iii) overall risk management requirements; 

(iv) resolution plan and credit exposure report  requirements; and 

(v) concentration limits. 

(B) Additional standards authorized. The Board of Governors may establish 

additional prudential standards for nonbank financial companies supervised by 

the Board of Governors and bank holding companies described in subsection (a), 

that include—  

(i) a contingent capital requirement; 

(ii) enhanced public disclosures, including credit exposure reports; 
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(iii) short-term debt limits; and 

(iv) such other prudential standards as the Board or Governors, on its 

own or pursuant to a recommendation made by the Council in 

accordance with section 5325 of this title, determines are appropriate. 

(2) Standards for foreign financial companies. In applying the standards set forth in 

paragraph (1) to any foreign nonbank financial company supervised by the Board of 

Governors or foreign-based bank holding company, the Board of Governors shall 

(A) give due regard to the principle of national treatment and equality of 

competitive opportunity; and 

(B) take into account the extent to which the foreign financial company is 

subject on a consolidated basis to home country standards that are comparable 

to those applied to financial companies in the United States. 

(3) Considerations. In prescribing prudential standards under paragraph (1), the Board 

of Governors shall—  

(A) take into account differences among nonbank financial companies 

supervised by the Board of Governors and bank holding companies described in 

subsection (a), based on—  

(i) the factors described in subsections (a) and (b) of section 5323 of this 

title; 

(ii) whether the company owns an insured depository institution; 

(iii) nonfinancial activities and affiliations of the company; and 

(iv) any other risk-related factors that the Board of Governors determines 

appropriate; 

(B) to the extent possible, ensure that small changes in the factors listed in 

subsections (a) and (b) of section 5323 of this title would not result in sharp, 

discontinuous changes in the prudential standards established under paragraph 

(1) of this subsection; 

(C) take into account any recommendations of the Council under section 5325 

of this title; and 

(D) adapt the required standards as appropriate in light of any predominant line 

of business of such company, including assets under management or other 

activities for which particular standards may not be appropriate. 

(4) Consultation. Before imposing prudential standards or any other requirements 

pursuant to this section, including notices of deficiencies in resolution plans and more 
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stringent requirements or divestiture orders resulting from such notices, that are likely 

to have a significant impact on a functionally regulated subsidiary or depository 

institution subsidiary of a nonbank financial company supervised by the Board of 

Governors or a bank holding company described in subsection (a), the Board of 

Governors shall consult with each Council member that primarily supervises any such 

subsidiary with respect to any such standard or requirement. 

(5) Report The Board of Governors shall submit an annual report to Congress 

regarding the implementation of the prudential standards required pursuant to 

paragraph (1), including the use of such standards to mitigate risks to the financial 

stability of the United States. 

(c) Contingent capital  

(1) In general  

Subsequent to submission by the Council of a report to Congress under section 

5325(c) of this title, the Board of Governors may issue regulations that require each 

nonbank financial company supervised by the Board of Governors and bank holding 

companies described in subsection (a) to maintain a minimum amount of contingent 

capital that is convertible to equity in times of financial stress. 

(2) Factors to consider  

In issuing regulations under this subsection, the Board of Governors shall 

consider—  

(A) the results of the study undertaken by the Council, and any recommendations 

of the Council, under section 5325(c) of this title; 

(B) an appropriate transition period for implementation of contingent capital 

under this subsection; 

(C)  the factors described in subsection (b)(3)(A); 

(D) capital requirements applicable to the nonbank financial company supervised 

by the Board of Governors or a bank holding company described in subsection (a), 

and subsidiaries thereof; and 

(E)  any other factor that the Board of Governors deems appropriate. 

(d) Resolution plan and credit exposure reports  

(1) Resolution plan. The Board of Governors shall require each nonbank financial 

company supervised by the Board of Governors and bank holding companies described 

in subsection (a) to report periodically to the Board of Governors, the Council, and the 
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Corporation the plan of such company for rapid and orderly resolution in the event of 

material financial distress or failure, which shall include—  

(A) information regarding the manner and extent to which any insured depository 

institution affiliated with the company is adequately protected from risks arising 

from the activities of any nonbank subsidiaries of the company; 

(B) full descriptions of the ownership structure, assets, liabilities, and contractual 

obligations of the company; 

(C) identification of the cross-guarantees tied to different securities, identification 

of major counterparties, and a process for determining to whom the collateral of 

the company is pledged; and 

(D) any other information that the Board of Governors and the Corporation jointly 

require by rule or order. 

(2) Credit exposure report. The Board of Governors shallmay require each nonbank 

financial company supervised by the Board of Governors and bank holding companies 

described in subsection (a) to report periodically to the Board of Governors, the 

Council, and the Corporation on—   

(A) the nature and extent to which the company has credit exposure to other 

significant nonbank financial companies and significant bank holding companies; 

and 

(B) the nature and extent to which other significant nonbank financial companies 

and significant bank holding companies have credit exposure to that company. 

(3) Review The Board of Governors and the Corporation shall review the information 

provided in accordance with this subsection by each nonbank financial company 

supervised by the Board of Governors and bank holding company described in 

subsection (a). 

(4) Notice of deficiencies If the Board of Governors and the Corporation jointly 

determine, based on their review under paragraph (3), that the resolution plan of a 

nonbank financial company supervised by the Board of Governors or a bank holding 

company described in subsection (a) is not credible or would not facilitate an orderly 

resolution of the company under title 11—  

(A) the Board of Governors and the Corporation shall notify the company of the 

deficiencies in the resolution plan; and 
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(B) the company shall resubmit the resolution plan within a timeframe 

determined by the Board of Governors and the Corporation, with revisions 

demonstrating that the plan is credible and would result in an orderly resolution 

under title 11, including any proposed changes in business operations and 

corporate structure to facilitate implementation of the plan. 

(5) Failure to resubmit credible plan  

(A) In general. If a nonbank financial company supervised by the Board of 

Governors or a bank holding company described in subsection (a) fails to timely 

resubmit the resolution plan as required under paragraph (4), with such 

revisions as are required under subparagraph (B), the Board of Governors and 

the Corporation may jointly impose more stringent capital, leverage, or liquidity 

requirements, or restrictions on the growth, activities, or operations of the 

company, or any subsidiary thereof, until such time as the company resubmits a 

plan that remedies the deficiencies. 

(B) Divestiture. The Board of Governors and the Corporation, in consultation 

with the Council, may jointly direct a nonbank financial company supervised by 

the Board of Governors or a bank holding company described in subsection (a), 

by order, to divest certain assets or operations identified by the Board of 

Governors and the Corporation, to facilitate an orderly resolution of such 

company under title 11, in the event of the failure of such company, in any case 

in which—  

(i) the Board of Governors and the Corporation have jointly imposed 

more stringent requirements on the company pursuant to subparagraph 

(A); and 

(ii) the company has failed, within the 2-year period beginning on the 

date of the imposition of such requirements under subparagraph (A), to 

resubmit the resolution plan with such revisions as were required under 

paragraph (4)(B). 

(6) No limiting effect. A resolution plan submitted in accordance with this subsection 

shall not be binding on a bankruptcy court, a receiver appointed under subchapter II, or 

any other authority that is authorized or required to resolve the nonbank financial 

company supervised by the Board, any bank holding company, or any subsidiary or 

affiliate of the foregoing. 

(7) No private right of action. No private right of action may be based on any 

resolution plan submitted in accordance with this subsection. 
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(8) Rules. Not later than 18 months after July 21, 2010, the Board of Governors and the 

Corporation shall jointly issue final rules implementing this subsection. 

(e) Concentration limits  

(1) Standards. In order to limit the risks that the failure of any individual company 

could pose to a nonbank financial company supervised by the Board of Governors or a 

bank holding company described in subsection (a), the Board of Governors, by 

regulation, shall prescribe standards that limit such risks. 

(2) Limitation on credit exposure. The regulations prescribed by the Board of 

Governors under paragraph (1) shall prohibit each nonbank financial company 

supervised by the Board of Governors and bank holding company described in 

subsection (a) from having credit exposure to any unaffiliated company that exceeds 25 

percent of the capital stock and surplus (or such lower amount as the Board of 

Governors may determine by regulation to be necessary to mitigate risks to the 

financial stability of the United States) of the company. 

(3) Credit exposure. For purposes of paragraph (2), “credit exposure” to a company 

means—  

(A) all extensions of credit to the company, including loans, deposits, and lines of 

credit; 

(B) all repurchase agreements and reverse repurchase agreements with the 

company, and all securities borrowing and lending transactions with the company, 

to the extent that such transactions create credit exposure for the nonbank 

financial company supervised by the Board of Governors or a bank holding 

company described in subsection (a); 

(C) all guarantees, acceptances, or letters of credit (including endorsement or 

standby letters of credit) issued on behalf of the company; 

(D)  all purchases of or investment in securities issued by the company; 

(E) counterparty credit exposure to the company in connection with a derivative 

transaction between the nonbank financial company supervised by the Board of 

Governors or a bank holding company described in subsection (a) and the 

company; and 

(F) any other similar transactions that the Board of Governors, by regulation, 

determines to be a credit exposure for purposes of this section. 

(4) Attribution rule. For purposes of this subsection, any transaction by a nonbank 

financial company supervised by the Board of Governors or a bank holding company 

described in subsection (a) with any person is a transaction with a company, to the 
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extent that the proceeds of the transaction are used for the benefit of, or transferred to, 

that company. 

(5) Rulemaking. The Board of Governors may issue such regulations and orders, 

including definitions consistent with this section, as may be necessary to administer 

and carry out this subsection. 

(6) Exemptions. This subsection shall not apply to any Federal home loan bank. The 

Board of Governors may, by regulation or order, exempt transactions, in whole or in 

part, from the definition of the term “credit exposure” for purposes of this subsection, 

if the Board of Governors finds that the exemption is in the public interest and is 

consistent with the purpose of this subsection. 

(7) Transition period  

(A) In general. This subsection and any regulations and orders of the Board of 

Governors under this subsection shall not be effective until 3 years after July 21, 

2010. 

(B) Extension authorized. The Board of Governors may extend the period 

specified in subparagraph (A) for not longer than an additional 2 years. 

(f) Enhanced public disclosures. The Board of Governors may prescribe, by regulation, 

periodic public disclosures by nonbank financial companies supervised by the Board of 

Governors and bank holding companies described in subsection (a) in order to support market 

evaluation of the risk profile, capital adequacy, and risk management capabilities thereof. 

(g) Short-term debt limits  

(1) In general. In order to mitigate the risks that an over-accumulation of short-term 

debt could pose to financial companies and to the stability of the United States 

financial system, the Board of Governors may, by regulation, prescribe a limit on the 

amount of short-term debt, including off-balance sheet exposures, that may be 

accumulated by any bank holding company described in subsection (a) and any 

nonbank financial company supervised by the Board of Governors. 

(2) Basis of limit. Any limit prescribed under paragraph (1) shall be based on the 

short-term debt of the company described in paragraph (1) as a percentage of capital 

stock and surplus of the company or on such other measure as the Board of Governors 

considers appropriate. 

(3) Short-term debt defined. For purposes of this subsection, the term “short-term 

debt” means such liabilities with short-dated maturity that the Board of Governors 

identifies, by regulation, except that such term does not include insured deposits. 
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(4) Rulemaking authority. In addition to prescribing regulations under paragraphs (1) 

and (3), the Board of Governors may prescribe such regulations, including definitions 

consistent with this subsection, and issue such orders, as may be necessary to carry out 

this subsection. 

(5) Authority to issue exemptions and adjustments. Notwithstanding the Bank 

Holding Company Act of 1956 (12 U.S.C. 1841 et seq.), the Board of Governors may, if 

it determines such action is necessary to ensure appropriate heightened prudential 

supervision, with respect to a company described in paragraph (1) that does not control 

an insured depository institution, issue to such company an exemption from or 

adjustment to the limit prescribed under paragraph (1). 

(h) Risk committee  

(1) Nonbank financial companies supervised by the Board of Governors. The Board 

of Governors shall require each nonbank financial company supervised by the Board of 

Governors that is a publicly traded company to establish a risk committee, as set forth 

in paragraph (3), not later than 1 year after the date of receipt of a notice of final 

determination under section 5323(e)(3) of this title with respect to such nonbank 

financial company supervised by the Board of Governors. 

(2) Certain bank holding companies  

(A) Mandatory regulations. The Board of Governors shall issue regulations 

requiring each bank holding company that is a publicly traded company and 

that has total consolidated assets of not less than $10,000,000,000 

$50,000,000,000to establish a risk committee, as set forth in paragraph (3). 

(B) Permissive regulations. The Board of Governors may require each bank 

holding company that is a publicly traded company and that has total 

consolidated assets of less than $10,000,000,000 to establish a risk committee, as 

set forth in paragraph (3), as determined necessary or appropriate by the Board 

of Governors to promote sound risk management practices. 

(3) Risk committee. A risk committee required by this subsection shall—  

(A) be responsible for the oversight of the enterprise-wide risk management 

practices of the nonbank financial company supervised by the Board of 

Governors or bank holding company described in subsection (a), as applicable; 

(B) include such number of independent directors as the Board of Governors 

may determine appropriate, based on the nature of operations, size of assets, and 

other appropriate criteria related to the nonbank financial company supervised 
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by the Board of Governors or a bank holding company described in subsection 

(a), as applicable; and 

(C) include at least 1 risk management expert having experience in identifying, 

assessing, and managing risk exposures of large, complex firms. 

(4) Rulemaking. The Board of Governors shall issue final rules to carry out this 

subsection, not later than 1 year after the transfer date, to take effect not later than 15 

months after the transfer date. 

(i) Stress tests  

(1) By the Board of Governors 

(A) Annual tests required. The Board of Governors, in coordination with the 

appropriate primary financial regulatory agencies and the Federal Insurance 

Office, shall conduct annual analyses in which nonbank financial companies 

supervised by the Board of Governors and bank holding companies described in 

subsection (a) are subject to evaluation of whether such companies have the 

capital, on a total consolidated basis, necessary to absorb losses as a result of 

adverse economic conditions.  

(B) Test parameters and consequences The Board of Governors—  

(i) shall provide for at least 3 2 different sets of conditions under which 

the evaluation required by this subsection shall be conducted, including 

baseline adverse and severely adverse; 

(ii) may require the tests described in subparagraph (A) at bank holding 

companies and nonbank financial companies, in addition to those for 

which annual tests are required under subparagraph (A); 

(iii) may develop and apply such other analytic techniques as are 

necessary to identify, measure, and monitor risks to the financial stability 

of the United States; 

(iv) shall require the companies described in subparagraph (A) to update 

their resolution plans required under subsection (d)(1), as the Board of 

Governors determines appropriate, based on the results of the analyses; 

and 

(v) shall publish a summary of the results of the tests required under 

subparagraph (A) or clause (ii) of this subparagraph. 

(2) By the company  
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(A) Requirement. A nonbank financial company supervised by the Board of 

Governors and a bank holding company described in subsection (a) shall 

conduct semiannual periodic stress tests. All other financial companies that 

have total consolidated assets of more than $10,000,000,000 $250,000,000,00and 

are regulated by a primary Federal financial regulatory agency shall conduct 

annualperiodic stress tests. The tests required under this subparagraph shall be 

conducted in accordance with the regulations prescribed under subparagraph 

(C). 

(B) Report. A company required to conduct stress tests under subparagraph (A) 

shall submit a report to the Board of Governors and to its primary financial 

regulatory agency at such time, in such form, and containing such information 

as the primary financial regulatory agency shall require. 

(C) Regulations. Each Federal primary financial regulatory agency, in 

coordination with the Board of Governors and the Federal Insurance Office, 

shall issue consistent and comparable regulations to implement this paragraph 

that shall—  

(i)  define the term “stress test” for purposes of this paragraph; 

(ii) establish methodologies for the conduct of stress tests required by 

this paragraph that shall provide for at least 3 different sets of conditions, 

including baseline, adverse, and severely adverse; 

(iii) establish the form and content of the report required by 

subparagraph (B); and 

(iv) require companies subject to this paragraph to publish a summary of 

the results of the required stress tests. 

(j) Leverage limitation  

(1) Requirement. The Board of Governors shall require a bank holding company with 

total consolidated assets equal to or greater than 50,000,000,000 $250,000,000,00 or a 

nonbank financial company supervised by the Board of Governors to maintain a debt to 

equity ratio of no more than 15 to 1, upon a determination by the Council that such 

company poses a grave threat to the financial stability of the United States and that the 

imposition of such requirement is necessary to mitigate the risk that such company 

poses to the financial stability of the United States. Nothing in this paragraph shall 

apply to a Federal home loan bank. 
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(2) Considerations. In making a determination under this subsection, the Council 

shall consider the factors described in subsections (a) and (b) of section 5323 of this 

title and any other risk-related factors that the Council deems appropriate. 

(3) Regulations. The Board of Governors shall promulgate regulations to establish 

procedures and timelines for complying with the requirements of this subsection. 

(k) Inclusion of off-balance-sheet activities in computing capital requirements  

(1) In general. In the case of any bank holding company described in subsection (a) or 

nonbank financial company supervised by the Board of Governors, the computation of 

capital for purposes of meeting capital requirements shall take into account any off-

balance-sheet activities of the company. 

(2) Exemptions. If the Board of Governors determines that an exemption from the 

requirement under paragraph (1) is appropriate, the Board of Governors may exempt a 

company, or any transaction or transactions engaged in by such company, from the 

requirements of paragraph (1). 

(3) Off-balance-sheet activities defined. For purposes of this subsection, the term 

“off-balance-sheet activities” means an existing liability of a company that is not 

currently a balance sheet liability, but may become one upon the happening of some 

future event, including the following transactions, to the extent that they may create a 

liability:  

(A) Direct credit substitutes in which a bank substitutes its own credit for a third 

party, including standby letters of credit. 

(B) Irrevocable letters of credit that guarantee repayment of commercial paper or 

tax-exempt securities. 

(C)  Risk participations in bankers’ acceptances. 

(D)  Sale and repurchase agreements. 

(E)  Asset sales with recourse against the seller. 

(F)  Interest rate swaps. 

(G)  Credit swaps. 

(H)  Commodities contracts. 

(I)  Forward contracts. 

(J) Securities contracts. 

(K) Such other activities or transactions as the Board of Governors may, by rule, 

define.
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TITLE IV – TAILORING REGULATIONS FOR CERTAIN BANK HOLDING COMPANIES  

Sec. 403 amending 12 U.S.C. 1828 

(z) General prohibition on sale of assets 

(1) In general. An insured depository institution may not purchase an asset from, or 

sell an asset to, an executive officer, director, or principal shareholder of the insured 

depository institution, or any related interest of such person (as such terms are defined 

in section 375b of this title), unless— 

(A) the transaction is on market terms; and 

(B) if the transaction represents more than 10 percent of the capital stock and 

surplus of the insured depository institution, the transaction has been approved 

in advance by a majority of the members of the board of directors of the insured 

depository institution who do not have an interest in the transaction. 

(2) Rulemaking. The Board of Governors of the Federal Reserve System may issue 

such rules as may be necessary to define terms and to carry out the purposes this 

subsection. Before proposing or adopting a rule under this paragraph, the Board of 

Governors of the Federal Reserve System shall consult with the Comptroller of the 

Currency and the Corporation as to the terms of the rule. 

(aa) Treatment of Municipal Obligations  

(1) Definitions.—In this subsection— 

(A) the term 'investment grade', with respect to an obligation, has the meaning 

given the term in section 1.2 of title 12, Code of Federal Regulations, or any 

successor thereto; 

(B) the term 'liquid and readily-marketable' has the meaning given the term in 

section 249.3 of title 12, Code of Federal Regulations, or any successor thereto; 

and 

(C) the term 'municipal obligation' means an obligation of— 

(i) a State or any political subdivision thereof; or 

(ii) any agency or instrumentality of a State or any political subdivision 

thereof. 

(2) Municipal Obligations.—For purposes of the final rule entitled 'Liquidity Coverage 

Ratio: Liquidity Risk Measurement Standards' (79 Fed. Reg. 61439 (October 10, 2014)), 

the final rule entitled 'Liquidity Coverage Ratio: Treatment of U.S. Municipal Securities as 

High-Quality Liquid Assets' (81 Fed. Reg. 21223 (April 11, 2016)), and any other 
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regulation that incorporates a definition of the term 'high-quality liquid asset' or another 

substantially similar term, the appropriate Federal banking agencies shall treat a 

municipal obligation as a high-quality liquid asset that is a level 2B liquid asset if that 

obligation is, as of the date of calculation— 

(A) liquid and readily-marketable; and 

(B) investment grade. 

 


