AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§§628.4-628.9

(c) [Reserved]

(d) Qualifying master netting agree-
ment. In order to recognize an agree-
ment as a qualifying master netting
agreement as defined in §628.2, a Sys-
tem institution must:

(1) Conduct sufficient legal review to
conclude with a well-founded basis (and
maintain sufficient written docu-
mentation of that legal review) that:

(i) The agreement meets the require-
ments of paragraph (2) of the definition
of ‘“‘qualifying master netting agree-
ment’’ in §628.2; and

(ii) In the event of a legal challenge
(including one resulting from default
or from receivership, insolvency, lia-
uidation, or similar proceeding) the
relevant court and administrative au-
thorities would find the agreement to
be legal, valid, binding, and enforceable
under the law of the relevant jurisdic-
tions; and

(2) Establish and maintain written
procedures to monitor possible changes
in relevant law and to ensure that the
agreement continues to satisfy the re-
quirements of the definition of ‘‘quali-
fying master netting agreement’ in
§628.2.

(e) Repo-style transaction. In order to
recognize an exposure as a repo-style
transaction as defined in §628.2, a Sys-
tem institution must conduct suffi-
cient legal review to conclude with a
well-founded basis (and maintain suffi-
cient written documentation of that
legal review) that the agreement un-
derlying the exposure:

(1) Meets the requirements of para-
graph (3) of the definition of ‘‘repo-
style transaction’ in §628.2, and

(2) Is legal, valid, binding, and en-
forceable under applicable law in the
relevant jurisdictions.

(f) Failure of a QCCP to satisfy the
rule’s requirements. If a System institu-
tion determines that a CCP ceases to
be a QCCP due to the failure of the CCP
to satisfy one or more of the require-
ments set forth in paragraph (2)(i)
through (iii) of the definition of a
“QCCP” in §628.2, the System institu-
tion may continue to treat the CCP as
a QCCP for up to 3 months following
the determination. If the CCP fails to
remedy the relevant deficiency within
3 months after the initial determina-
tion, or the CCP fails to satisfy the re-
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quirements set forth in paragraph (2)(i)
through (iii) of the definition of a
QCCP continuously for a 3-month pe-
riod after remedying the relevant defi-
ciency, a System institution may not
treat the CCP as a QCCP for the pur-
poses of this part until after the Sys-
tem institution has determined that
the CCP has satisfied the requirements
in paragraph (2)(i) through (iii) of the
definition of a QCCP for 3 continuous
months.

§§ 628.4-628.9 [Reserved]

Subpart B—Capital Ratio
Requirements and Buffers

§628.10 Minimum
ments.

(a) Computation of regulatory capital
ratios. A System institution’s regu-
latory capital ratios are determined on
the basis of the financial statements of
the institution prepared in accordance
with GAAP using average daily bal-
ances for the most recent 3 months.

(b) Minimum capital requirements. A
System institution must maintain the
following minimum capital ratios:

(1) A common equity tier 1 (CET1)
capital ratio of 4.5 percent.

(2) A tier 1 capital ratio of 6 percent.

(3) A total capital ratio of 8 percent.

(4) A tier 1 leverage ratio of 4 per-
cent, of which at least 1.5 percent must
be composed of URE and URE equiva-
lents.

(5) [Reserved]

(6) A permanent capital ratio of 7
percent.

(c) Capital ratio calculations. A Sys-
tem institution’s regulatory capital ra-
tios are as follows:

(1) CETI capital ratio. A System insti-
tution’s CET1 capital ratio is the ratio
of the System institution’s CET1 cap-
ital to total risk-weighted assets;

(2) Tier 1 capital ratio. A System insti-
tution’s tier 1 capital ratio is the ratio
of the System institution’s tier 1 cap-
ital to total risk-weighted assets;

(3) Total capital ratio. A System insti-
tution’s total capital ratio is the ratio
of the System institution’s total (tier 1
and tier 2) capital to total risk-weight-
ed assets; and

(4) Tier 1 leverage ratio. (i) A System
institution’s leverage ratio is the ratio

capital require-
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of the institution’s tier 1 capital to the
institution’s average total consolidated
assets as reported on the institution’s
Call Report net of deductions and ad-
justments from tier 1 capital under
§§628.22(a), (b), and (c) and 628.23.

(ii) To calculate the measure of URE
and URE equivalents described in para-
graph (b)(4) of this section, a System
institution must adjust URE and URE
equivalents to reflect all the deduc-
tions and adjustments required under
§628.22(a), (b), and (c), and must use the
denominator of the tier 1 leverage
ratio.

() Permanent capital ratio. A System
institution’s permanent capital ratio is
the ratio of the institution’s perma-
nent capital to its total risk-adjusted
asset base as reported on the institu-
tion’s Call Report, calculated in ac-
cordance with the regulations in part
615, subpart H, of this chapter.

(d) [Reserved]

(e) Capital adequacy. (1) Notwith-
standing the minimum requirements in
this part, a System institution must
maintain capital commensurate with
the level and nature of all risks to
which the System institution is ex-
posed. FCA may evaluate a System in-
stitution’s capital adequacy and re-
quire the institution to maintain high-
er minimum regulatory capital ratios
using the factors listed in §615.5350 of
this chapter.

(2) A System institution must have a
process for assessing its overall capital
adequacy in relation to its risk profile
and a comprehensive strategy for
maintaining an appropriate level of
capital under §615.5200 of this chapter.

[81 FR 49779, July 28, 2016, as amended at 86
FR 54358, Oct. 1, 2021]

§628.11 Capital buffer amounts.

(a) Capital conservation buffer and le-
verage buffer—(1) Composition of the cap-
ital conservation buffer and leverage buff-
er. (i) The capital conservation buffer
for the CET1 capital ratio, tier 1 cap-
ital ratio, and total capital ratio is
composed solely of CET1 capital.

(ii) The leverage buffer for the tier 1
leverage ratio is composed solely of
tier 1 capital.

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

§628.11

(i) Eligible retained income. The eligi-
ble retained income of a System insti-
tution is the System institution’s net
income for the 4 calendar quarters pre-
ceding the current calendar quarter,
based on the System institution’s quar-
terly Call Reports, net of any capital
distributions and associated tax effects
not already reflected in net income.

(ii) Maximum payout ratio. The max-
imum payout ratio is the percentage of
eligible retained income that a System
institution can pay out in the form of
capital distributions and discretionary
bonus payments during the current cal-
endar quarter. The maximum payout
ratio is based on the System institu-
tion’s capital conservation buffer, cal-
culated as of the last day of the pre-
vious calendar quarter, as set forth in
Table 1 to §628.11.

(iiil) Maximum payout amount. A Sys-
tem institution’s maximum payout
amount for the current calendar quar-
ter is equal to the System institution’s
eligible retained income, multiplied by
the applicable maximum payout ratio,
as set forth in Table 1 to §628.11.

(iv) [Reserved]

(v) Mazximum leverage payout ratio.
The maximum leverage payout ratio is
the percentage of eligible retained in-
come that a System institution can
pay out in the form of capital distribu-
tions and discretionary bonus pay-
ments during the current quarter. The
maximum leverage payout ratio is
based on the System institution’s le-
verage buffer, calculated as of the last
day of the previous quarter, as set
forth in Table 2 to §628.11.

(vi) Maximum leverage payout amount.
A System institution’s maximum le-
verage payout amount for the current
calendar quarter is equal to the Sys-
tem institution’s eligible retained in-
come, multiplied by the applicable
maximum leverage payout ratio, as set
forth in Table 2 of §628.11.

(vii) Capital distribution means:

(A) A reduction of tier 1 capital
through the repurchase, redemption, or
revolvement of a tier 1 capital instru-
ment or by other means, except when a
System institution, within the same
quarter when the repurchase is an-
nounced, fully replaces a tier 1 capital
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