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Systemically Important Financial Institution Designation 
 
On February 22

nd
, 2013, Federal Reserve Governor Daniel Tarullo said the Financial Stability Oversight 

Council (FSOC) is actively considering firms to be designated as systemically important financial 
institutions (SIFIs), thus subjecting them to greater oversight by regulators such as the Federal Reserve or 
the FSOC. He said that designating non-bank SIFIs (which, to date, has been considered mostly by the 
International Association of Insurance Supervisors, or IAIS) needs continued consideration. He felt that 
such an initiative should be completed over the next year. 
 
FSOC Undersecretary Mary Miller said on March 4

th
 that the FSOC is “in the final stages of evaluating an 

initial set of nonbank financial companies for potential designation, which will subject them to enhanced 
prudential standards and supervision by the Federal Reserve...” 
 
During the House Financial Services Subcommittee on Oversight and Investigations hearing on the FSOC 
and OFR held March 14

th
, Subcommittee members (predominantly Republicans) criticized FSOC for failing 

to complete designations of non-bank institutions as SIFIs. They also expressed concern over the FSOC’s 
ability to designate SIFIs without having assessed the market impact of such designations. In response to 
questioning during the hearing, FSOC Deputy Assistant Secretary Amias Gerety said a company do not 
need to be a bank holding companies in order to be designated a SIFI, an authority FSOC has under the 
Dodd-Frank Wall Street Reform and Consumer Protection Act. Furthermore, FSOC is able to designate 
companies as SIFIs before the Federal Reserve finishes its definition of “predominantly engaged in 
financial activities.” He indicated that FSOC plans to designate non-banks as SIFIs could come within the 
next few months. 
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SIFI Regulation 

 
On February 22

nd
, Daniel Tarullo said the proposal for a capital surcharge for systematically important 

banking organizations is nearing completion by the Basel Committee on Banking Supervision, an 
international banking supervisory authority. He said American regulators should build on the work of the 
Basel Committee to simplify capital requirements for credit risk, for fashioning standardized capital 
requirements for market risk, and to apply standardized credit and market risk capital measures to all 
internationally active banking firms. He also called for a requirement for large international financial 
institutions to have minimum amounts of long-term unsecured debt. 
 
Special Inspector General for the Troubled Asset Relief Program (TARP) Christy Romero testified before 
the House Oversight Committee on February 26

th
 and expressed concern regarding the fact that many 

TARP recipients are still designated SIFIs. She said the companies that have exited TARP and their 
respective regulators are responsible for reforming compensation practices. 
 
FDIC Chairman Martin Gruenberg said the FDIC and the Federal Reserve are presently in the process of 
reviewing the first round of “living wills” submitted to them by SIFIs with $250 billion or more in nonbank 
assets. These documents, required by Dodd-Frank, detail plans that would allow these companies to be 
resolved in an orderly fashion under the Bankruptcy Code should any of these company fail. Banking 
organizations with less than $250 billion but more than $100 billion in assets will file by July 1

st
 this year, 

and all other banking organizations with more than $50 billion will file by December 31
st
. He said the FDIC 

will be leading the first peer review to evaluate existing Financial Stability Board resolution regime. 
Furthermore, the FDIC has been cooperating with the Bank of England and the European Commission to 
develop plans for resolution of Global SIFIs (G-SIFIs). 
 
Undersecretary for International Affairs at the Department of the Treasury Lael Brainard said that 
international bodies are considering frameworks for non-bank SIFIs similar to the Basel III requirements for 
bank holding companies. The Department of Treasury is also working on resolution frameworks. 
 

For additional information please contact Curtis Miller at CMiller@bhfs.com 
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