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(G) Paying interest on new or re-
newed liabilities at a rate that would 
increase the institution’s weighted av-
erage cost of funds to a level signifi-
cantly exceeding the prevailing rates 
of interest on insured deposits in the 
institution’s normal market areas; and 

(H) Making any principal or interest 
payment on subordinated debt begin-
ning 60 days after becoming critically 
undercapitalized except that this re-
striction shall not apply, until July 15, 
1996, with respect to any subordinated 
debt outstanding on July 15, 1991, and 
not extended or otherwise renegotiated 
after July 15, 1991. 

(ii) In addition, the FDIC may fur-
ther restrict the activities of any criti-
cally undercapitalized institution to 
carry out the purposes of section 38 of 
the FDI Act. 

(5) Exception for certain savings asso-
ciations. The restrictions in paragraph 
(a)(4) of this section shall not apply, 
before July 1, 1994, to any insured sav-
ings association if: 

(i) The savings association had sub-
mitted a plan meeting the require-
ments of section 5(t)(6)(A)(ii) of the 
Home Owners’ Loan Act (12 U.S.C. 
1464(t)(6)(A)(ii)) prior to December 19, 
1991; 

(ii) The Director of OTS had accepted 
the plan prior to December 19, 1991; and 

(iii) The savings association remains 
in compliance with the plan or is oper-
ating under a written agreement with 
the appropriate federal banking agen-
cy. 

(b) Discretionary supervisory actions. 
In taking any action under section 38 
that is within the FDIC’s discretion to 
take in connection with: 

(1) An insured depository institution 
that is deemed to be undercapitalized, 
significantly undercapitalized, or criti-
cally undercapitalized, or has been re-
classified as undercapitalized, or sig-
nificantly undercapitalized; or 

(2) An officer or director of such in-
stitution, the FDIC shall follow the 
procedures for issuing directives under 
§§ 308.201 and 308.203 of this chapter, un-
less otherwise provided in section 38 or 
this subpart. 

Subpart C—Annual Stress Test 

SOURCE: 77 FR 62424, Oct. 15, 2012, unless 
otherwise noted. 

§ 325.201 Authority, purpose, and res-
ervation of authority. 

(a) Authority. This subpart is issued 
by the Federal Deposit Insurance Cor-
poration (the ‘‘Corporation’’ or 
‘‘FDIC’’) under 12 U.S.C. 5365(i)(2), 12 
U.S.C. 5412(b)(2)(B), 12 U.S.C. 1818, 12 
U.S.C. 1819(a)(Tenth), 12 U.S.C. 1831o, 
and 12 U.S.C. 1831p-1. 

(b) Purpose. This subpart implements 
12 U.S.C. 5365(i)(2), which requires the 
Corporation (in coordination with the 
Board of Governors of the Federal Re-
serve System (‘‘Board’’) and the Fed-
eral Insurance Office) to issue regula-
tions that require each covered bank to 
conduct annual stress tests and estab-
lishes a definition of stress test, meth-
odologies for conducting stress tests, 
and reporting and disclosure require-
ments. 

(c) Reservation of authority. Notwith-
standing any other provisions of this 
subpart, the Corporation may modify 
some or all of the requirements of this 
subpart. 

(1) The Corporation may accelerate 
or extend any deadline for stress test-
ing, reporting, or publication of the 
stress test results. 

(2) The Corporation may require dif-
ferent or additional tests not otherwise 
required by this subpart or may require 
or permit different or additional ana-
lytical techniques and methodologies, 
different or additional scenarios (in-
cluding components for the scenarios), 
or different assumptions for the cov-
ered bank to use in meeting the re-
quirements of this subpart. In addition, 
the FDIC may specify a different as-of 
date for any or all categories of finan-
cial data used by the stress test. 

(3) The Corporation may modify the 
reporting requirements of a report 
under this subpart or may require addi-
tional reports. The Corporation may 
modify the publication requirements of 
this subpart and or may require dif-
ferent or additional publication disclo-
sures. 

(4) Factors considered: Any exercise 
of authority under this section by the 
Corporation will be in writing and will 
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consider the activities, level of com-
plexity, risk profile, scope of oper-
ations, and the regulatory capital of 
the covered bank, in addition to any 
other relevant factors. 

(5) Notice and comment procedures: 
In exercising its authority to require 
different or additional stress tests and 
different or additional scenarios (in-
cluding components for the scenarios) 
under paragraph (c)(2) of this section, 
the Corporation will apply notice and 
response procedures in the same man-
ner and to the same extent as the no-
tice and response procedures in 12 CFR 
325.6, as appropriate. 

(6) Nothing in this subpart limits the 
authority of the Corporation under any 
other provision of law or regulation to 
take supervisory or enforcement ac-
tion, including action to address unsafe 
and unsound practices or conditions, or 
violations of law or regulation. 

§ 325.202 Definitions. 

For purposes of this subpart— 
(a) Adverse scenario means a set of 

conditions that affect the U.S. econ-
omy or the financial condition of a cov-
ered bank that are more adverse than 
those associated with the baseline sce-
nario and may include trading or other 
additional components. 

(b) Average total consolidated assets 
means the average of the covered 
bank’s total consolidated assets, as re-
ported on the covered bank’s Consoli-
dated Report of Condition and Income 
(Call Report) for the four most recent 
consecutive quarters. If the covered 
bank has not filed a Call Report for 
each of the four most recent consecu-
tive quarters, the covered bank’s aver-
age total consolidated assets means the 
average of the covered bank’s total 
consolidated assets, as reported on the 
covered bank’s Call Reports, for the 
most recent one or more consecutive 
quarters. The date on which the state 
nonmember bank or the state savings 
association becomes a covered bank 
will be the as-of date of the most re-
cent Call Report used in the calcula-
tion of the average. 

(c) Baseline scenario means a set of 
conditions that affect the U.S. econ-
omy or the financial condition of a cov-
ered bank, and that reflect the con-

sensus views of the economic and fi-
nancial outlook. 

(d) Covered bank means any state 
nonmember bank or state savings asso-
ciation subject to the following cat-
egories: 

(1) $10 billion to $50 billion covered 
bank. Any state nonmember bank or 
state savings association with average 
total consolidated assets calculated as 
required under this subpart that are 
greater than $10 billion but less than 
$50 billion. 

(2) Over $50 billion covered bank. Any 
state nonmember bank or state savings 
association with average total consoli-
dated assets calculated as required 
under this subpart that are not less 
than $50 billion. 

(e) Planning horizon means the period 
of at least nine quarters over which the 
relevant projections extend. 

(f) Pre-provision net revenue means the 
sum of net interest income and non-in-
terest income, less expenses, before ad-
justing for loss provisions. 

(g) Provision for loan and lease losses 
means the provision for loan and lease 
losses as reported by the covered bank 
on its Call Report. 

(h) Regulatory capital ratio means a 
capital ratio for which the Corporation 
established minimum requirements by 
regulation or order, including the le-
verage ratio and tier 1 and total risk- 
based capital ratios applicable to that 
covered bank as calculated under the 
Corporation’s regulations. 

(i) Scenarios are those sets of condi-
tions that affect the U.S. economy or 
the financial condition of a covered 
bank that the Corporation annually de-
termines are appropriate for use in the 
company-run stress tests, including, 
but not limited to, baseline, adverse, 
and severely adverse scenarios. 

(j) Severely adverse scenario means a 
set of conditions that affect the U.S. 
economy or the financial condition of a 
covered bank and that overall are more 
severe than those associated with the 
adverse scenario and may include trad-
ing or other additional components. 

(k) State nonmember bank and state 
savings association have the same mean-
ings as those terms are defined in sec-
tion 3 of the Federal Deposit Insurance 
Act (12 U.S.C. 1813). 
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