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Capital Treatment for Qualifying Collateralized Debt Obligations
Backed by Trust Preferred Securities under the “Volcker Rule”

Summary: The FDIC, the Office of the Comptroller of the Currency, the Board of Governors of the Federal
Reserve System, the Securities and Exchange Commission and the Commodity Futures Trading
Commission (the “Agencies”) have issued a Frequently Asked Question (FAQ) document to clarify the
capital treatment of certain Collateralized Debt Obligations backed by Trust Preferred Securities (TruPS
CDO) under section 13 of the Bank Holding Company Act, which implements section 619 of the Dodd-
Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act), also known as the "Volcker
Rule." The Volcker Rule permits a banking entity to retain its interest in a Qualifying TruPS CDO under 12
CFR 351.16 of the interagency interim final rule.

Statement of Applicability to Institutions with Total Assets Under $1 Billion: This Financial Institution

Letter is applicable to all institutions holding TruPS CDOs regardless of asset size.
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Contact:

Bobby Bean, Associate Director, bbean@fdic.gov;
Michael Spencer, Acting Chief, Capital Markets
Strategies, michspencer@fdic.gov; Andrew
Carayiannis, Capital Markets Policy Analyst,
acarayiannis@fdic.gov, Division of Risk
Management Supervision, Capital Markets Branch,

Highlights

In January 2014, the federal banking agencies adopted an
Interim Final Rule that, among other things, defines “Qualifying
TruPS Collateral” issued prior to May 19, 2010 by small
depository institution holding companies.

Banking entities are permitted to retain an interest in, or act as
sponsor to, certain Qualifying TruPS CDOs. The Agencies have
previously released a non-exclusive list of issuers that meet the
requirements of section 351.16.

This FAQ clarifies that the Volcker Rule does not require a
banking entity to deduct from its tier 1 capital an investment in a
Qualifying TruPS CDO retained pursuant to 12 CFR 351.16 of
the interagency interim final rule.

A banking entity holding an interest in a TruPS CDO that is a
covered fund but is not a Qualifying TruPS CDO for purposes of
section 351.16 would be subject to all of the applicable limits
and restrictions in section 351.12, including the requirement to
deduct the investment from its tier 1 capital for purposes of
determining compliance with applicable regulatory capital
requirements.

The FAQ does not affect regulatory capital requirements
contained in 12 CFR Part 324. Financial institutions may still be
required to deduct investments in the capital of unconsolidated
financial institutions if the total of those investments exceed
applicable thresholds.

or (202) 898-6888 Institutions with specific questions about the regulatory capital rules

may send an email to regulatorycapital@fdic.gov.
Note: Institutions with specific questions about the Volcker rule may send

FDIC Financial Institution Letters (FILs) may be : : :
accessed from the FDIC's Web site at an email to capitalmarkets@fdic.gov.

https://www.fdic.gov/news/news/financial/2016/.

To receive FILs electronically, please visit
http://imww.fdic.gov/about/subscriptions/fil.html.

Paper copies may be obtained through the FDIC's
Public Information Center, 3501 Fairfax Drive, E-
1002, Arlington, VA 22226 (1-877-275-3342 or 703-
562-2200).
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