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§ 225.8 Capital planning. 
(a) Purpose. This section establishes 

capital planning and prior notice and 
approval requirements for capital dis-
tributions by certain bank holding 
companies. 

(b) Scope and effective date. (1) This 
section applies to every top-tier bank 
holding company domiciled in the 
United States: 

(i) With total consolidated assets 
greater than or equal to $50 billion 
computed on the basis of the average of 
the company’s total consolidated as-
sets over the course of the previous 
four calendar quarters, as reflected on 
the bank holding company’s consoli-
dated financial statement for bank 
holding companies (FR Y–9C (the cal-
culation shall be effective as of the due 
date of the bank holding company’s 
most recent FR Y–9C required to be 
filed under 12 CFR 225.5(b))); or 

(ii) That is subject to this section, in 
whole or in part, by order of the Board 
based on the institution’s size, level of 
complexity, risk profile, scope of oper-
ations, or financial condition. 

(2) Beginning on December 30, 2011, 
the provisions of this section shall 
apply to any bank holding company 
that is subject to this section pursuant 
to paragraph (b)(1) of this section, pro-
vided that: 

(i) Until July 21, 2015, this section 
will not apply to any bank holding 
company subsidiary of a foreign bank-
ing organization that is currently rely-
ing on Supervision and Regulation Let-
ter SR 01–01 issued by the Board (as in 
effect on May 19, 2010); and 

(ii) A bank holding company that be-
comes subject to this section pursuant 
to paragraph (b)(1)(i) of this section 
after the 5th of January of a calendar 
year shall not be subject to the re-
quirements of paragraphs (d)(1)(ii), 
(d)(4), and (f)(1)(iii) of this section until 
January 1 of the next calendar year. 

(3) Nothing in this section shall limit 
the authority of the Federal Reserve to 
issue a capital directive or take any 
other supervisory or enforcement ac-
tion, including action to address unsafe 
or unsound practices or conditions or 
violations of law. 

(c) Definitions. For purposes of this 
section, the following definitions 
apply: 

(1) Capital action means any issuance 
of a debt or equity capital instrument, 
any capital distribution, and any simi-
lar action that the Federal Reserve de-
termines could impact a bank holding 
company’s consolidated capital. 

(2) Capital distribution means a re-
demption or repurchase of any debt or 
equity capital instrument, a payment 
of common or preferred stock divi-
dends, a payment that may be tempo-
rarily or permanently suspended by the 
issuer on any instrument that is eligi-
ble for inclusion in the numerator of 
any minimum regulatory capital ratio, 
and any similar transaction that the 
Federal Reserve determines to be in 
substance a distribution of capital. 

(3) Capital plan means a written pres-
entation of a bank holding company’s 
capital planning strategies and capital 
adequacy process that includes the 
mandatory elements set forth in para-
graph (d)(2) of this section. 

(4) Capital policy means a bank hold-
ing company’s written assessment of 
the principles and guidelines used for 
capital planning, capital issuance, 
usage and distributions, including in-
ternal capital goals; the quantitative 
or qualitative guidelines for dividend 
and stock repurchases; the strategies 
for addressing potential capital short-
falls; and the internal governance pro-
cedures around capital policy prin-
ciples and guidelines. 

(5) Minimum regulatory capital ratio 
means any minimum regulatory cap-
ital ratio that the Federal Reserve may 
require of a bank holding company, by 
regulation or order, including the bank 
holding company’s leverage ratio and 
tier 1 and total risk-based capital ra-
tios as calculated under Appendices A, 
D, E, and G to this part (12 CFR part 
225), or any successor regulation. 

(6) Planning horizon means the period 
of at least nine quarters, beginning 
with the quarter preceding the quarter 
in which the bank holding company 
submits its capital plan, over which 
the relevant projections extend. 

(7) Tier 1 capital has the same mean-
ing as under Appendix A to this part or 
any successor regulation. 

(8) Tier 1 common capital means tier 1 
capital less the non-common elements 
of tier 1 capital, including perpetual 

VerDate Mar<15>2010 15:36 Feb 22, 2013 Jkt 229037 PO 00000 Frm 00166 Fmt 8010 Sfmt 8010 Q:\12\12V3.TXT ofr150 PsN: PC150



157 

Federal Reserve System § 225.8 

preferred stock and related surplus, mi-
nority interest in subsidiaries, trust 
preferred securities and mandatory 
convertible preferred securities. 

(9) Tier 1 common ratio means the 
ratio of a bank holding company’s tier 
1 common capital to total risk-weight-
ed assets. This definition will remain 
in effect until the Board adopts an al-
ternative tier 1 common ratio definition 
as a minimum regulatory capital ratio. 

(10) Total risk-weighted assets has the 
same meaning as under Appendices A, 
E, and G to this part, or any successor 
regulation. 

(d) General requirements—(1) Annual 
capital planning. (i) A bank holding 
company must develop and maintain a 
capital plan. 

(ii) A bank holding company must 
submit its complete capital plan to the 
appropriate Reserve Bank and the 
Board each year by the 5th of January, 
or such later date as directed by the 
Board or the appropriate Reserve 
Bank, after consultation with the 
Board. 

(iii) The bank holding company’s 
board of directors or a designated com-
mittee thereof must at least annually 
and prior to submission of the capital 
plan under paragraph (d)(1)(ii) of this 
section: 

(A) Review the robustness of the 
bank holding company’s process for as-
sessing capital adequacy, 

(B) Ensure that any deficiencies in 
the bank holding company’s process for 
assessing capital adequacy are appro-
priately remedied; and 

(C) Approve the bank holding com-
pany’s capital plan. 

(2) Mandatory elements of capital plan. 
A capital plan must contain at least 
the following elements: 

(i) An assessment of the expected 
uses and sources of capital over the 
planning horizon that reflects the bank 
holding company’s size, complexity, 
risk profile, and scope of operations, 
assuming both expected and stressful 
conditions, including: 

(A) Estimates of projected revenues, 
losses, reserves, and pro forma capital 
levels, including any minimum regu-
latory capital ratios (for example, le-
verage, tier 1 risk-based, and total 
risk-based capital ratios) and any addi-
tional capital measures deemed rel-

evant by the bank holding company, 
over the planning horizon under ex-
pected conditions and under a range of 
stressed scenarios, including any sce-
narios provided by the Federal Reserve 
and at least one stressed scenario de-
veloped by the bank holding company 
appropriate to its business model and 
portfolios; 

(B) A calculation of the pro forma 
tier 1 common ratio over the planning 
horizon under expected conditions and 
under a range of stressed scenarios and 
discussion of how the company will 
maintain a pro forma tier 1 common 
ratio above 5 percent under expected 
conditions and the stressed scenarios 
required under paragraphs (d)(2)(i)(A) 
and (ii) of this section; 

(C) A discussion of the results of any 
stress test required by law or regula-
tion, and an explanation of how the 
capital plan takes these results into 
account; and 

(D) A description of all planned cap-
ital actions over the planning horizon. 

(ii) A detailed description of the bank 
holding company’s process for assess-
ing capital adequacy, including: 

(A) A discussion of how the bank 
holding company will, under expected 
and stressful conditions, maintain cap-
ital commensurate with its risks, 
maintain capital above the minimum 
regulatory capital ratios and above a 
tier 1 common ratio of 5 percent, and 
serve as a source of strength to its sub-
sidiary depository institutions; 

(B) A discussion of how the bank 
holding company will, under expected 
and stressful conditions, maintain suf-
ficient capital to continue its oper-
ations by maintaining ready access to 
funding, meeting its obligations to 
creditors and other counterparties, and 
continuing to serve as a credit inter-
mediary; 

(iii) The bank holding company’s 
capital policy; and 

(iv) A discussion of any expected 
changes to the bank holding company’s 
business plan that are likely to have a 
material impact on the firm’s capital 
adequacy or liquidity. 

(3) Data collection. Upon the request 
of the Board or appropriate Reserve 
Bank, the bank holding company shall 
provide the Federal Reserve with infor-
mation regarding— 
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(i) The bank holding company’s fi-
nancial condition, including its cap-
ital; 

(ii) The bank holding company’s 
structure; 

(iii) Amount and risk characteristics 
of the bank holding company’s on- and 
off-balance sheet exposures, including 
exposures within the bank holding 
company’s trading account, other trad-
ing-related exposures (such as 
counterparty-credit risk exposures) or 
other items sensitive to changes in 
market factors, including, as appro-
priate, information about the sensi-
tivity of positions to changes in mar-
ket rates and prices; 

(iv) The bank holding company’s rel-
evant policies and procedures, includ-
ing risk management policies and pro-
cedures; 

(v) The bank holding company’s li-
quidity profile and management; and 

(vi) Any other relevant qualitative or 
quantitative information requested by 
the Board or the appropriate Reserve 
Bank to facilitate review of the bank 
holding company’s capital plan under 
this section. 

(4) Re-submission of a capital plan. (i) 
A bank holding company must update 
and re-submit its capital plan to the 
appropriate Reserve Bank within 30 
calendar days of the occurrence of one 
of the following events: 

(A) The bank holding company deter-
mines there has been or will be a mate-
rial change in the bank holding com-
pany’s risk profile, financial condition, 
or corporate structure since the bank 
holding company adopted the capital 
plan; 

(B) The Board or the appropriate Re-
serve Bank objects to the capital plan; 
or 

(C) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, directs the bank holding com-
pany in writing to revise and resubmit 
its capital plan for any of the following 
reasons: 

(1) The capital plan is incomplete or 
the capital plan, or the bank holding 
company’s internal capital adequacy 
process, contains material weaknesses; 

(2) There has been or will likely be a 
material change in the bank holding 
company’s risk profile (including a ma-
terial change in its business strategy 

or any risk exposure), financial condi-
tion, or corporate structure; 

(3) The stressed scenario(s) developed 
by the bank holding company is not ap-
propriate to its business model and 
portfolios, or changes in financial mar-
kets or the macro-economic outlook 
that could have a material impact on a 
bank holding company’s risk profile 
and financial condition require the use 
of updated scenarios; or 

(4) The capital plan or the condition 
of the bank holding company raise any 
of the issues described in paragraph 
(e)(2)(ii) of this section. 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, may, at its discretion, extend 
the 30-day period in paragraph (d)(4)(i) 
of this section for up to an additional 
60 calendar days. 

(iii) Any updated capital plan must 
satisfy all the requirements of this sec-
tion; however, a bank holding company 
may continue to rely on information 
submitted as part of a previously sub-
mitted capital plan to the extent that 
the information remains accurate and 
appropriate. 

(e) Review of capital plans by the Fed-
eral Reserve—(1) Considerations and in-
puts. (i) The Board or the appropriate 
Reserve Bank, after consultation with 
the Board, will consider the following 
factors in reviewing a bank holding 
company’s capital plan: 

(A) The comprehensiveness of the 
capital plan, including the extent to 
which the analysis underlying the cap-
ital plan captures and addresses poten-
tial risks stemming from activities 
across the firm and the company’s cap-
ital policy; 

(B) The reasonableness of the bank 
holding company’s assumptions and 
analysis underlying the capital plan 
and its methodologies for reviewing the 
robustness of its capital adequacy proc-
ess; and 

(C) The bank holding company’s abil-
ity to maintain capital above each 
minimum regulatory capital ratio and 
above a tier 1 common ratio of 5 per-
cent on a pro forma basis under ex-
pected and stressful conditions 
throughout the planning horizon, in-
cluding but not limited to any stressed 
scenarios required under paragraphs 
(d)(2)(i)(A) and (ii) of this section. 
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(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will also consider the following 
information in reviewing a bank hold-
ing company’s capital plan: 

(A) Relevant supervisory information 
about the bank holding company and 
its subsidiaries; 

(B) The bank holding company’s reg-
ulatory and financial reports, as well 
as supporting data that would allow for 
an analysis of the bank holding com-
pany’s loss, revenue, and reserve pro-
jections; 

(C) As applicable, the Federal Re-
serve’s own pro forma estimates of the 
firm’s potential losses, revenues, re-
serves, and resulting capital adequacy 
under expected and stressful condi-
tions, including but not limited to any 
stressed scenarios required under para-
graphs (d)(2)(i)(A) and (ii) of this sec-
tion, as well as the results of any stress 
tests conducted by the bank holding 
company or the Federal Reserve; and 

(D) Other information requested or 
required by the appropriate Reserve 
Bank or the Board, as well as any other 
information relevant, or related, to the 
bank holding company’s capital ade-
quacy. 

(2) Federal Reserve action on a capital 
plan. (i) The Board or the appropriate 
Reserve Bank, after consultation with 
the Board, will object, in whole or in 
part, to the capital plan or provide the 
bank holding company with a notice of 
non-objection to the capital plan: 

(A) By March 31 of the calendar year 
in which a capital plan was submitted 
pursuant to paragraph (d)(1)(ii) of this 
section, and 

(B) By the date that is 75 calendar 
days after the date on which a capital 
plan was resubmitted pursuant to para-
graph (d)(4) of this section. 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, may object to a capital plan if 
it determines that: 

(A) The bank holding company has 
material unresolved supervisory issues, 
including but not limited to issues as-
sociated with its capital adequacy 
process; 

(B) The assumptions and analysis un-
derlying the bank holding company’s 
capital plan, or the bank holding com-
pany’s methodologies for reviewing the 

robustness of its capital adequacy proc-
ess, are not reasonable or appropriate; 

(C) The bank holding company has 
not demonstrated an ability to main-
tain capital above each minimum regu-
latory capital ratio and above a tier 1 
common ratio of 5 percent, on a pro 
forma basis under expected and stress-
ful conditions throughout the planning 
horizon; or 

(D) The bank holding company’s cap-
ital planning process or proposed cap-
ital distributions otherwise constitute 
an unsafe or unsound practice, or 
would violate any law, regulation, 
Board order, directive, or any condi-
tion imposed by, or written agreement 
with, the Board. In determining wheth-
er a capital plan or any proposed cap-
ital distribution would constitute an 
unsafe or unsound practice, the appro-
priate Reserve Bank would consider 
whether the bank holding company is 
and would remain in sound financial 
condition after giving effect to the cap-
ital plan and all proposed capital dis-
tributions. 

(iii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will notify the bank holding 
company in writing of the reasons for a 
decision to object to a capital plan. 

(iv) If the Board or the appropriate 
Reserve Bank, after consultation with 
the Board, objects to a capital plan and 
until such time as the Board or the ap-
propriate Reserve Bank, after consulta-
tion with the Board, issues a non-objec-
tion to the bank holding company’s 
capital plan, the bank holding com-
pany may not make any capital dis-
tribution, other than those capital dis-
tributions with respect to which the 
Board or the appropriate Reserve Bank 
has indicated in writing its non-objec-
tion. 

(3) Request for reconsideration or hear-
ing. Within 10 calendar days of receipt 
of a notice of objection to a capital 
plan by the Board or the appropriate 
Reserve Bank: 

(i) A bank holding company may sub-
mit a written request to the Board re-
questing reconsideration of the objec-
tion, including an explanation of why 
reconsideration should be granted. 
Within 10 calendar days of receipt of 
the bank holding company’s request, 
the Board will notify the company of 
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its decision to affirm or withdraw the 
objection to the bank holding com-
pany’s capital plan or a specific capital 
distribution; or 

(ii) As an alternative to paragraph 
(e)(3)(i) of this section, a bank holding 
company may submit a written request 
to the Board for a hearing. Any hearing 
shall follow the procedures described in 
paragraph (f)(5)(ii)–(iii) of this section. 

(f) Approval requirements for certain 
capital actions—(1) Circumstances requir-
ing approval. Notwithstanding a notice 
of non-objection under paragraph 
(e)(2)(i) of this section a bank holding 
company may not make a capital dis-
tribution under the following cir-
cumstances, unless it receives approval 
from the Board or appropriate Reserve 
Bank pursuant to paragraph (f)(4) of 
this section: 

(i) After giving effect to the capital 
distribution, the bank holding com-
pany would not meet a minimum regu-
latory capital ratio or a tier 1 common 
ratio of at least 5 percent; 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, notifies the company in writing 
that the Federal Reserve has deter-
mined that the capital distribution 
would result in a material adverse 
change to the organization’s capital or 
liquidity structure or that the com-
pany’s earnings were materially under-
performing projections; 

(iii) Except as provided in paragraph 
(f)(2) of this section, the dollar amount 
of the capital distribution will exceed 
the amount described in the capital 
plan for which a non-objection was 
issued under this section; or 

(iv) The capital distribution would 
occur after the occurrence of an event 
requiring resubmission under para-
graphs (d)(4)(A) and (C) of this section 
and before the Federal Reserve acted 
on the resubmitted capital plan. 

(2) Exception for well capitalized bank 
holding companies. (i) A bank holding 
company may make a capital distribu-
tion for which the dollar amount ex-
ceeds the amount described in the cap-
ital plan for which a non-objection was 
issued under this section if the fol-
lowing conditions are satisfied: 

(A) The bank holding company is, 
and after the capital distribution 
would remain, well capitalized as de-

fined in § 225.2(r) of Regulation Y (12 
CFR 225.2(r)); 

(B) The bank holding company’s per-
formance and capital levels are, and 
after the capital distribution would re-
main, consistent with its projections 
under expected conditions as set forth 
in its capital plan under paragraph 
(d)(2)(i) of this section; 

(C) The annual aggregate dollar 
amount of all capital distributions (be-
ginning on April 1 of a calendar year 
and ending on March 31 of the fol-
lowing calendar year) would not exceed 
the total amounts described in the 
company’s capital plan for which the 
bank holding company received a no-
tice of non-objection by more than 1.00 
percent multiplied by the bank holding 
company’s tier 1 capital, as reported to 
the Federal Reserve on the bank hold-
ing company’s first quarter FR Y–9C; 

(D) The bank holding company pro-
vides the appropriate Reserve Bank 
with notice 15 calendar days prior to a 
capital distribution that includes the 
elements described in paragraph (f)(3) 
of this section; and 

(E) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, does not object to the trans-
action proposed in the notice. In deter-
mining whether to object to the pro-
posed transaction, the Board or the ap-
propriate Reserve Bank, after consulta-
tion with the Board, shall apply the 
criteria described in paragraph (f)(4)(iv) 
of this section. 

(ii) The exception in this paragraph 
(f)(2) shall not apply if the Board or the 
appropriate Reserve Bank notifies the 
bank holding company in writing that 
it may not take advantage of this ex-
ception. 

(3) Contents of request. (i) A request 
for a capital distribution under this 
section shall be filed with the appro-
priate Reserve Bank and the Board and 
shall contain the following informa-
tion: 

(A) The bank holding company’s cur-
rent capital plan or an attestation that 
there have been no changes to the cap-
ital plan since it was last submitted to 
the Federal Reserve; 

(B) The purpose of the transaction; 
(C) A description of the capital dis-

tribution, including for redemptions or 
repurchases of securities, the gross 
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consideration to be paid and the terms 
and sources of funding for the trans-
action, and for dividends, the amount 
of the dividend(s); and 

(D) Any additional information re-
quested by the Board or the appro-
priate Reserve Bank (which may in-
clude, among other things, an assess-
ment of the bank holding company’s 
capital adequacy under a revised stress 
scenario provided by the Federal Re-
serve, a revised capital plan, and sup-
porting data). 

(ii) Any request submitted with re-
spect to a capital distribution de-
scribed in paragraph (f)(1)(i) of this sec-
tion shall also include a plan for re-
storing the bank holding company’s 
capital to an amount above a minimum 
level within 30 days and a rationale for 
why the capital distribution would be 
appropriate. 

(4) Approval of certain capital distribu-
tions. (i) A bank holding company must 
obtain approval from the Board or the 
appropriate Reserve Bank, after con-
sultation with the Board, before mak-
ing a capital distribution described in 
paragraph (f)(1) of this section. 

(ii) A request for a capital distribu-
tion under this section must be filed 
with the appropriate Reserve Bank and 
contain all the information set forth in 
paragraph (f)(3) of this section. 

(iii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will act on a request under this 
paragraph (f)(4) within 30 calendar days 
after the receipt of a complete request 
under paragraph (f)(4)(ii) of this sec-
tion. The Board or the appropriate Re-
serve Bank may, at any time, request 
additional information that it believes 
is necessary for its decision. 

(iv) In acting on a request under this 
paragraph, the Board or appropriate 
Reserve Bank will apply the consider-
ations and principles in paragraph (e) 
of this section. In addition, the Board 
or the appropriate Reserve Bank may 
disapprove the transaction if the bank 
holding company does not provide all 
of the information required to be sub-
mitted under paragraphs (f)(3) and 
(f)(5)(iii) of this section. 

(5) Disapproval and hearing. (i) The 
Board or the appropriate Reserve Bank 
will notify the bank holding company 
in writing of the reasons for a decision 

to disapprove any proposed capital dis-
tribution. Within 10 calendar days after 
receipt of a disapproval by the Board, 
the bank holding company may submit 
a written request for a hearing. 

(ii) The Board will order a hearing 
within 10 calendar days of receipt of 
the request if it finds that material 
facts are in dispute, or if it otherwise 
appears appropriate. Any hearing con-
ducted under this paragraph shall be 
held in accordance with the Board’s 
Rules of Practice for Formal Hearings 
(12 CFR part 263). 

(iii) At the conclusion of the hearing, 
the Board will by order approve or dis-
approve the proposed capital distribu-
tion on the basis of the record of the 
hearing. 

[76 FR 74644, Dec. 1, 2011] 

Subpart B—Acquisition of Bank 
Securities or Assets 

SOURCE: Reg. Y, 62 FR 9324, Feb. 28, 1997, 
unless otherwise noted. 

§ 225.11 Transactions requiring Board 
approval. 

The following transactions require 
the Board’s prior approval under sec-
tion 3 of the Bank Holding Company 
Act except as exempted under § 225.12 
or as otherwise covered by § 225.17 of 
this subpart: 

(a) Formation of bank holding com-
pany. Any action that causes a bank or 
other company to become a bank hold-
ing company. 

(b) Acquisition of subsidiary bank. Any 
action that causes a bank to become a 
subsidiary of a bank holding company. 

(c) Acquisition of control of bank or 
bank holding company securities. (1) The 
acquisition by a bank holding company 
of direct or indirect ownership or con-
trol of any voting securities of a bank 
or bank holding company, if the acqui-
sition results in the company’s control 
of more than 5 percent of the out-
standing shares of any class of voting 
securities of the bank or bank holding 
company. 

(2) An acquisition includes the pur-
chase of additional securities through 
the exercise of preemptive rights, but 
does not include securities received in 
a stock dividend or stock split that 
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