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§252.146 Methodologies and practices.

(a) Potential impact on capital. In con-
ducting a stress test under §§252.144
and 252.145, for each quarter of the
planning horizon, a covered company
must estimate the following for each
scenario required to be used:

(1) Losses, pre-provision net revenue,
provision for loan and lease losses, and
net income; and

(2) The potential impact on pro forma
regulatory capital levels and pro forma
capital ratios (including regulatory
capital ratios, the tier 1 common ratio,
and any other capital ratios specified
by the Board), incorporating the effects
of any capital actions over the plan-
ning horizon and maintenance of an al-
lowance for loan losses appropriate for
credit exposures throughout the plan-
ning horizon.

(b) Assumptions regarding capital ac-
tions. In conducting a stress test under
§§252.144 and 252.145, a covered com-
pany is required to make the following
assumptions regarding its capital ac-
tions over the planning horizon—

(1) For the first quarter of the plan-
ning horizon, the covered company
must take into account its actual cap-
ital actions as of the end of that quar-
ter; and

(2) For each of the second through
ninth quarters of the planning horizon,
the covered company must include in
the projections of capital:

(1) Common stock dividends equal to
the quarterly average dollar amount of
common stock dividends that the com-
pany paid in the previous year (that is,
the first quarter of the planning hori-
zon and the preceding three calendar
quarters);

(ii) Payments on any other instru-
ment that is eligible for inclusion in
the numerator of a regulatory capital
ratio equal to the stated dividend, in-
terest, or principal due on such instru-
ment during the quarter; and

(iii) An assumption of no redemption
or repurchase of any capital instru-
ment that is eligible for inclusion in
the numerator of a regulatory capital
ratio.

(c) Controls and oversight of stress test-
ing processes—(1) In general. The senior
management of a covered company
must establish and maintain a system
of controls, oversight, and documenta-
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tion, including policies and procedures,
that are designed to ensure that its
stress testing processes are effective in
meeting the requirements in this sub-
part. These policies and procedures
must, at a minimum, describe the cov-
ered company’s stress testing practices
and methodologies, and processes for
validating and updating the company’s
stress test practices and methodologies
consistent with applicable laws, regula-
tions, and supervisory guidance. Poli-
cies of covered companies must also de-
scribe processes for scenario develop-
ment for the mid-cycle stress test re-
quired under §252.145.

(2) Oversight of stress testing processes.
The board of directors, or a committee
thereof, of a covered company must ap-
prove and review the policies and pro-
cedures of the stress testing processes
as frequently as economic conditions
or the condition of the covered com-
pany may warrant, but no less than an-
nually. The board of directors and sen-
ior management of the covered com-
pany must receive a summary of the
results of any stress test conducted
under this subpart.

(3) Role of stress testing results. The
board of directors and senior manage-
ment of each covered company must
consider the results of the analysis it
conducts under this subpart, as appro-
priate:

(i) As part of the covered company’s
capital plan and capital planning proc-
ess, including when making changes to
the covered company’s capital struc-
ture (including the level and composi-
tion of capital);

(ii) When assessing the covered com-
pany’s exposures, concentrations, and
risk positions; and

(iii) In the development or implemen-
tation of any plans of the covered com-
pany for recovery or resolution.

§252.147 Reports of stress test results.

(a) Reports to the Board of stress test
results. (1) A covered company must re-
port the results of the stress test re-
quired under section 252.144 to the
Board by January 5 of each calendar
year in the manner and form prescribed
by the Board, unless that time is ex-
tended by the Board in writing.

(2) A covered company must report
the results of the stress test required
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under section 252.145 to the Board by
July 5 of each calendar year in the
manner and form prescribed by the
Board, unless that time is extended by
the Board in writing.

(b) Confidential treatment of informa-
tion submitted. The confidentiality of
information submitted to the Board
under this subpart and related mate-
rials shall be determined in accordance
with applicable exemptions under the
Freedom of Information Act (b U.S.C.
552(b)) and the Board’s Rules Regarding
Availability of Information (12 CFR
part 261).

§252.148 Disclosure of stress test re-
sults.

(a) Public disclosure of results—(1) In
general. (i) A covered company must
disclose a summary of the results of
the stress test required under section
252.144 in the period beginning on
March 15 and ending on March 31, un-
less that time is extended by the Board
in writing.

(ii) A covered company must disclose
a summary of the results of the stress
test required under section 252.145 in
the period beginning on September 15
and ending on September 30, unless
that time is extended by the Board in
writing.

(2) Disclosure method. The summary
required under this section may be dis-
closed on the Web site of a covered
company, or in any other forum that is
reasonably accessible to the public.

(b) Summary of results. A covered com-
pany must disclose, at a minimum, the
following information regarding the se-
verely adverse scenario:

(1) A description of the types of risks
included in the stress test;

(2) A general description of the meth-
odologies used in the stress test, in-
cluding those employed to estimate
losses, revenues, provision for loan and
lease losses, and changes in capital po-
sitions over the planning horizon;

(3) Estimates of—

(i) Pre-provision net revenue and
other revenue;

(ii) Provision for loan and lease
losses, realized losses or gains on avail-
able-for-sale and held-to-maturity se-
curities, trading and counterparty
losses, and other losses or gains;

(iii) Net income before taxes;

12 CFR Ch. Il (1-1-13 Edition)

(iv) Loan losses (dollar amount and
as a percentage of average portfolio
balance) in the aggregate and by sub-
portfolio, including: domestic closed-
end first-lien mortgages; domestic jun-
ior lien mortgages and home equity
lines of credit; commercial and indus-
trial loans; commercial real estate
loans; credit card exposures; other con-
sumer loans; and all other loans; and

(v) Pro forma regulatory capital ra-
tios and the tier 1 common ratio and
any other capital ratios specified by
the Board;

(4) An explanation of the most sig-
nificant causes for the changes in regu-
latory capital ratios and the tier 1
common ratio; and

(5) With respect to a stress test con-
ducted pursuant to section 165(i)(2) of
the Dodd-Frank Act by an insured de-
pository institution that is a sub-
sidiary of the covered company and
that is required to disclose a summary
of its stress tests results under applica-
ble regulations, changes in regulatory
capital ratios and any other capital ra-
tios specified by the Board of the de-
pository institution subsidiary over
the planning horizon, including an ex-
planation of the most significant
causes for the changes in regulatory
capital ratios.

(c) Content of results. (1) The fol-
lowing disclosures required under para-
graph (b) of this section must be on a
cumulative basis over the planning ho-
rizon:

(i) Pre-provision net revenue and
other revenue;

(ii) Provision for loan and Ilease
losses, realized losses/gains on avail-
able-for-sale and held-to-maturity se-
curities, trading and counterparty
losses, and other losses or gains;

(iii) Net income before taxes; and

(iv) Loan losses in the aggregate and
by subportfolio.

(2) The disclosure of pro forma regu-
latory capital ratios, the tier 1 com-
mon ratio, and any other capital ratios
specified by the Board that is required
under paragraph (b) of this section
must include the beginning value, end-
ing value, and minimum value of each
ratio over the planning horizon.
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