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December 15, 2015

The Honorable Richard Shelby

Chairman

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing, and Urban Affairs
United States Senate

The Honorable Jeb Hensarling
Chairman

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
House of Representatives

Subject: Department of the Treasury, Office of the Comptroller of the Currency; Federal
Reserve System; Federal Deposit Insurance Corporation; Farm Credit Administration;
Federal Housing Finance Agency: Margin and Capital Requirements for Covered Swap
Entities

Pursuant to section 801(a)(2)(A) of title 5, United States Code, this is our report on a major rule
promulgated by the Department of the Treasury, Office of the Comptroller of the Currency
(OCC); Federal Reserve System (the Board); Federal Deposit Insurance Corporation (FDIC);
Farm Credit Administration (FCA); Federal Housing Finance Agency (FHFA) (collectively, the
agencies) entitled “Margin and Capital Requirements for Covered Swap Entities” (RINs: 1557-
AD43; 7100-AD74; 3064-AE21; 3052-AC69; 2590-AA45). We received the rule on

November 18, 2015. It was published in the Federal Register as a final rule on November 30,
2015. 80 Fed. Reg. 74,840.

The final rule establishes minimum margin and capital requirements for registered swap
dealers, major swap participants, security-based swap dealers, and major security-based swap
participants. The rule applies to entities for which one of the agencies is the prudential
regulator. This rule implements sections 731 and 764 of the Dodd-Frank Wall Street Reform
and Consumer Protection Act, as amended by the Terrorism Risk Insurance Program
Reauthorization Act of 2015." Sections 731 and 764 require the agencies to adopt rules jointly
to establish capital requirements and initial and variation margin requirements for such entities
on all non-cleared swaps and non-cleared security-based swaps in order to offset the greater
risk to such entities and the financial system arising from the use of swaps and security-based
swaps that are not cleared.

17 U.S.C. §6s; 15 U.S.C. § 780-8.
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Enclosed is our assessment of the agencies’ compliance with the procedural steps required by
section 801(a)(1)(B)(i) through (iv) of title 5 with respect to the rule. Our review of the
procedural steps taken indicates that the agencies complied with the applicable requirements.

If you have any questions about this report or wish to contact GAO officials responsible for the

evaluation work relating to the subject matter of the rule, please contact Shirley A. Jones,
Assistant General Counsel, at (202) 512-8156.

signed

Robert J. Cramer
Managing Associate General Counsel

Enclosure
cc: Alfred M. Pollard

General Counsel
Federal Housing Finance Agency
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ENCLOSURE

REPORT UNDER 5 U.S.C. § 801(a)(2)(A) ON A MAJOR RULE
ISSUED BY THE
DEPARTMENT OF THE TREASURY,
OFFICE OF THE COMPTROLLER OF THE CURRENCY:
FEDERAL RESERVE SYSTEM;
FEDERAL DEPOSIT INSURANCE CORPORATION;
FARM CREDIT ADMINISTRATION;
FEDERAL HOUSING FINANCE AGENCY
ENTITLED
“MARGIN AND CAPITAL REQUIREMENTS FOR
COVERED SWAP ENTITIES”
(RINs: 1557-AD43; 7100-AD74; 3064-AE21; 3052-AC69; 2590-AA45)

(i) Cost-benefit analysis

The final rule describes the potential costs of initial margin requirements. The Department of
the Treasury, Office of the Comptroller of the Currency (OCC); Federal Reserve System (the
Board); Federal Deposit Insurance Corporation (FDIC); Farm Credit Administration (FHA);
Federal Housing Finance Agency (FHFA) (collectively, the agencies) state that the estimated
annual costs of the initial margin requirements range from $672 million to roughly $46 billion
depending on the specific initial margin estimate and the incremental funding cost that is used to
compute the estimate. The agencies also believe that the final rule will achieve financial
stability benefits. In its submission of the final rule to us FHFA indicated that preparation of an
analysis of costs and benefits was not applicable.

(ii) Agency actions relevant to the Requlatory Flexibility Act (RFA), 5 U.S.C. §§ 603-605, 607,
and 609

The Board does not believe that the final rule would have a significant economic impact on a
substantial number of small entities. OCC estimates that the final rule will not have a significant
impact on a substantial number of OCC-supervised small entities. FDIC certified that this final
rule does not have a significant impact on a substantial number of small FDIC-supervised
institutions. FHFA believes that the final rule will not have a significant impact on a substantial
number of small entities since none of FHFA’s regulated entities are small as defined in the Act.
FCA certified that the final rule will not have a significant economic impact on a substantial
number of small entities as FCA institutions are not small entities as defined by the Act.

(iii) Agency actions relevant to sections 202-205 of the Unfunded Mandates Reform Act of 1995,
2 U.S.C. §§ 1532-1535

As independent regulatory agencies, the Board, FDIC, FCA, and FHFA are not subject to the
Act. In this final rule OCC stated that the proposed rule is likely to result in the expenditure by
the private sector of $100 million or more in any one year (adjusted annually for inflation). The
OCC stated that it had prepared an impact analysis and identified and considered alternative
approaches.
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(iv) Other relevant information or requirements under acts and executive orders

Administrative Procedure Act, 5 U.S.C. §§ 551 et seq.

On May 11, 2011, the agencies originally published a proposed rule. 76 Fed. Reg. 27,564. The
agencies received over 100 comments in response to the 2011 proposal from a variety of
commenters, including banks, asset managers, commercial end users, and various trade
associations. Following the issuance of an international framework proposal, the agencies
re-opened the comment period to allow for additional comments in relation to the proposed
international framework. 77 Fed. Reg. 60,057 (Oct. 2, 2012). Following the publication of the
2013 international framework the agencies published a re-proposal of the agencies’ rule in
September 2014. 79 Fed. Reg. 57,348 (Sept. 24, 2014). The agencies responded to
comments made on the 2011 proposal in this re-proposal. The agencies received over 55
comments in response to this re-proposal. The agencies also met with several commenters at
their request to discuss their concerns. The agencies responded to comments in the final rule.

Paperwork Reduction Act (PRA), 44 U.S.C. §§ 3501-3520

The agencies also determined that the final rule contains information collection requirements.
The Office of Management and Budget (OMB) control numbers for the information collection
requirements are: 1557-0251 for OCC, 3064-0180 for FDIC, and 7100-0364 for the Board.
OCC'’s and FDIC’s requirements have been submitted to OMB for review. The title of the
proposed information collection is “Reporting and Recordkeeping Requirements Associated with
Margin and Capital Requirements for Covered Swap Entities.” The final rule also states that the
Board proposes to extend for 3 years, with revision, “Reporting Requirements Associated
Regulation KK (Margin and Capital Requirements for Covered Swap Entities)” with OMB Control
Number 7100-0364. The total estimated annual burdens as stated in the final rule are 14,780
hours for OCC, 739 for FDIC, and 36,964 for the Board. FCA determined in the final rule that
the final rule does not involve a collection of information pursuant to the Act for FCA institutions
because they are federally chartered instrumentalities of the United States that have an
exception under the Act. FHFA determined the final rule does not contain an information
collection requirement for any entity under its regulatory authority.

Statutory authorization for the rule

OCC promulgated this final rule under the authority of section 6s(e) of title 7; sections 1 to 16,
93a, 161, 481, 1818, 3907, 3909, and 5412(b)(2)(B) of title 12; and section 780-10(e) of title 15,
United States Code.

The Board promulgated this final rule under the authority of section 6s(e) of title 7; sections 221
to 522, 1461 to 1470, 1818, 1841 to 1852, and 3101 to 3111 of title 12; and section 780-10(e) of
title 15, United States Code.

FDIC promulgated this final rule under the authority of section 6s(e) of title 7; sections 1813,
1818, 1819, and 3108 of title 12; and section 780-10(e) of title 15, United States Code.

FCA promulgated this final rule under the authority of section 6s(e) of title 7 and section 780—

10(e) of title 15, United States Code, and sections 4.3, 5.9, 5.17, and 8.32 of the Farm Credit
Act. 12 U.S.C. §§ 2154, 2243, 2252, 2279bb-1.
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FHFA promulgated this final rule under the authority of section 6s(e) of title 7; sections 4513 and
4526(a) of title 12; and section 780—-10(e) of title 15, United States Code.

Executive Order No. 12,866 (Regulatory Planning and Review)

As independent regulatory agencies, the Board, FDIC, FCA, and FHFA are not subject to the
Order. OCC did not address the Order in the final rule.

Page 3 GAO-16-283R




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



