SUPPORTING STATEMENT
INDUSTRIAL BANKS AND INDUSTRIAL LOAN COMPANIES 
(OMB Control No. 3064-0213)

INTRODUCTION

The Federal Deposit Insurance Corporation (“FDIC”) is requesting OMB approval for the extension, without change, of a currently approved collection of information titled Industrial Banks and Industrial Loan Companies currently approved under OMB Control No. 3064-0213.  The information collection contains certain reporting and recordkeeping requirements found in FDIC’s regulations at 12 CFR 354 (Part 354).  The information collection expires on April 30, 2024.  

A.	JUSTIFICATION

1. Circumstances and Need

Part 354 establishes filing requirements for industrial banks or industrial loan companies (ILCs) and companies that are not subject to Federal consolidated supervision by the Federal Reserve Board but control[footnoteRef:2] an industrial bank or an ILC (covered company).  Specifically, Part 354 requires any covered company and industrial bank or ILC subsidiary of a covered company to enter into one or more written agreements with the FDIC.[footnoteRef:3]  However, the requirements under Part 354 do not apply to any industrial bank subsidiaries of covered companies that were subsidiaries of covered companies prior to the effective date of Part 354 – April 1, 2021.[footnoteRef:4]  The requirements under Part 354 are collections of information as defined by the Paperwork Reduction Act (PRA).[footnoteRef:5]  [2:  “Control, under 12 CFR 354.2 generally means the power, directly or indirectly, to direct the management or policies of a company or to vote 25 percent or more of any class of voting securities of a company.]  [3:  12 CFR 354.3(b) permits the FDIC, at its sole discretion, to condition a grant of deposit insurance, non-objection to a change in control, or approval of a merger, on a controlling shareholder of a covered company entering into a written agreement with the FDIC for the covered company to comply with 12 CFR 354.4(a)(1) through (8).  12 CFR 354.4(a) requires the FDIC to condition a grant of deposit insurance, non-objection to a change in control, or approval of a merger on such an agreement between an industrial bank subsidiary of a covered company and the FDIC.]  [4:  See 12 CFR 354.1(b).  A parent company of a legacy industrial bank established prior to April 1, 2021, that is not subject to federal consolidated supervision by the Federal Reserve Board may become subject to part 354 if, after April 1, 2021, a transaction results in control of an industrial bank as a result of a change in bank control pursuant to section 7(j) of the Federal Deposit Insurance Act (FDI Act) or a merger transaction pursuant to section 18(c) of the FDI Act.  Additionally, the parent company of an industrial bank granted deposit insurance after April 1, 2021, might become a covered company.  ]  [5:  44 U.S.C. 3501 et seq.] 


2. Use of the Information Collected

The reporting and recordkeeping requirements in Part 354 help the FDIC to assess the risks to the covered company’s subsidiary industrial bank or to the Deposit Insurance Fund,[footnoteRef:6] [6:  See 12 CFR 354.4(a)(4)] 


3. Use of Technology to Reduce Burden

Respondents may use any type of improved information technology they have available to meet the requirements of this regulation.  

4. Efforts to Identify Duplication

There is no duplication.  This information is not available elsewhere.

5. Minimizing Burden on Small Entities

This collection does not have a significant impact on a substantial number of small entities.  Potential respondents to this ICR include all FDIC-insured industrial banks that were granted deposit insurance after the effective date of Part 354, and their covered company parents.  There are 24 FDIC-insured institutions that are either classified as an industrial bank or an industrial loan company.[footnoteRef:7] Of these, 10 are small entities for purposes of the Regulatory Flexibility Act (RFA).[footnoteRef:8]  However, none of these 24 institutions became subsidiaries of a covered company after the effective date of Part 354 – April 1, 2021.[footnoteRef:9]  Therefore, none of them, or their parent companies, is currently subject to the requirements under Part 354. [7:  FDIC Research Information System data, September 30, 2023.]  [8:  FDIC Call Report data, September 30, 2023.  The SBA defines a small banking organization as having $850 million or less in assets, where an organization’s “assets are determined by averaging the assets reported on its four quarterly financial statements for the preceding year.”  See 13 CFR 121.201 (as amended by 87 FR 69118, effective December 19, 2022).  In its determination, the “SBA counts the receipts, employees, or other measure of size of the concern whose size is at issue and all of its domestic and foreign affiliates.”  See 13 CFR 121.103.  Following these regulations, the FDIC uses an insured depository institution’s affiliated and acquired assets, averaged over the preceding four quarters, to determine whether the insured depository institution is “small” for the purposes of RFA.]  [9:  FFIEC National Information Center, Data Download.  https://www.ffiec.gov/npw/FinancialReport/DataDownload ] 


6. Consequences of Less Frequent Collections

Less frequent collection would result in safety and soundness concerns.

7. Special Circumstances

None.

8. Consultation with Persons Outside the FDIC

On March 5, 2024, the FDIC published a notice in the Federal Register (89 FR 15872) seeking comments on the renewal of this information collection for a period of 60 days.  No comments were received.

 
9. Payment or Gift to Respondents

	None.

10. Confidentiality

Information will be kept confidential to the extent permitted by law.  Any information deemed to be of a confidential nature may be exempt from public disclosure in accordance with the provisions of the Freedom of Information Act (5 U.S.C. 552).

11. Information of a Sensitive Nature

		This collection contains no sensitive information.

12. Estimates of Hour Burden and Annualized Cost

The information collections (ICs) in this ICR correspond to the FDIC’s regulations as 12 CFR 354 (Part 354).  Part 354 establishes filing requirements for industrial banks or industrial loan companies (ILCs) and companies that are not subject to Federal consolidated supervision by the Federal Reserve Board but control[footnoteRef:10] an industrial bank or an ILC (covered company).  Specifically, Part 354 requires any covered company and industrial bank or ILC subsidiary of a covered company to enter into one or more written agreements with the FDIC.[footnoteRef:11]  However, the requirements under Part 354 do not apply to any industrial bank subsidiaries of covered companies that were subsidiaries of covered companies prior to the effective date of Part 354 – April 1, 2021.[footnoteRef:12] [10:  “Control, under 12 CFR 354.2 generally means the power, directly or indirectly, to direct the management or policies of a company or to vote 25 percent or more of any class of voting securities of a company.]  [11:  12 CFR 354.3(b) permits the FDIC, at its sole discretion, to condition a grant of deposit insurance, non-objection to a change in control, or approval of a merger, on a controlling shareholder of a covered company entering into a written agreement with the FDIC for the covered company to comply with 12 CFR 354.4(a)(1) through (8).  12 CFR 354.4(a) requires the FDIC to condition a grant of deposit insurance, non-objection to a change in control, or approval of a merger on such an agreement between an industrial bank subsidiary of a covered company and the FDIC.]  [12:  See 12 CFR 354.1(b).  A parent company of a legacy industrial bank established prior to April 1, 2021, that is not subject to federal consolidated supervision by the Federal Reserve Board may become subject to part 354 if, after April 1, 2021, a transaction results in control of an industrial bank as a result of a change in bank control pursuant to section 7(j) of the Federal Deposit Insurance Act (FDI Act) or a merger transaction pursuant to section 18(c) of the FDI Act.  Additionally, the parent company of an industrial bank granted deposit insurance after April 1, 2021, might become a covered company.  ] 


The ICs in this ICR are discussed in the numbered paragraphs below:

IC 1: Initial listing of all of the company’s subsidiaries, pursuant to 12 CFR 354.4(a)(1).  12 CFR 354.4(a)(1) through (8) describe the required commitments and provisions that must be included in a written agreement between a covered company, the FDIC, and the covered company’s subsidiary industrial bank.  The commitments include a reporting requirement under 12 CFR 354.4(a)(1), which requires a covered company to submit to the FDIC an initial listing of all of its subsidiaries.

IC 2: Annual update of listing of all the company’s subsidiaries, pursuant to 12 CFR 354.4(a)(1).  12 CFR 354.4(a)(1) through (8) describe the required commitments and provisions that must be included in a written agreement between a covered company, the FDIC, and the covered company’s subsidiary industrial bank.  The commitments include a reporting requirement under 12 CFR 354.4(a)(1), which requires a covered company to submit to the FDIC an updated list of all its subsidiaries annually.

IC 3: Annual Report on the covered company and its subsidiaries, and such other reports as the FDIC may request, pursuant to 12 CFR 354.4(a)(3).  The reporting requirement under 12 CFR 354.4(a)(3) mandates a covered company to submit to the FDIC an annual report.  The annual report must describe the covered company’s operations and activities and inform the FDIC as to:
(1) Financial condition;
(2) Systems for identifying, measuring, monitoring, and controlling financial and operational risks;
(3) Transactions with depository institution subsidiaries of the covered company;
(4) Systems for protecting the security, confidentiality, and integrity of consumer and nonpublic personal information; and
(5) Compliance with applicable provisions of the Federal Deposit Insurance Act and any other law or regulation. 

IC 4: Recordkeeping requirements in written agreement, pursuant to 12 CFR 354.4(a).  12 CFR 354.4(a)(1) through (8) describe the required commitments and provisions that must be included in a written agreement between a covered company, the FDIC, and the covered company’s subsidiary industrial bank.  These commitments include recordkeeping requirements for covered companies, including: (1) the requirement to maintain records that the FDIC deems necessary to assess risks to the covered company’s subsidiary industrial bank or to the Deposit Insurance Fund ; (2) the recordkeeping burden associated with execution of a tax allocation agreement between the covered company and its subsidiary industrial bank; (3) other recordkeeping burdens pertaining to annual audits of a covered company’s subsidiary industrial bank, limiting covered company representation on its subsidiary industrial bank’s board of directors, and capital and liquidity management of the subsidiary industrial bank. This recordkeeping requirement under 12 CFR 354.4(a) covers all recordkeeping burdens associated with the contents of the written agreements between a covered company, its subsidiary industrial bank, and the FDIC. 

IC 5: Contingency Plan, pursuant to 12 CFR 354.4(b).  The reporting requirement under 12 CFR 354.4(b) states that the FDIC may require a covered company to commit to provide to the FDIC, and implement and adhere to, a contingency plan that sets forth, at a minimum, “recovery actions to address significant financial or operational stress that could threaten the safe and sound operation of the industrial bank and one or more strategies for the orderly disposition of such industrial bank without the need for the appointment of a receiver or conservator.”

Estimated Number of Respondents and Responses per Respondent

Potential respondents to this ICR include all FDIC-insured industrial banks that were granted deposit insurance after the effective date of Part 354, and their covered company parents.  There are 24 FDIC-insured institutions that are either classified as an industrial bank or an industrial loan company.[footnoteRef:13]  Of these, 10 are small entities for purposes of the Regulatory Flexibility Act (RFA).[footnoteRef:14]  However, none of these 24 institutions became subsidiaries of a covered company after the effective date of Part 354 – April 1, 2021.[footnoteRef:15]  Therefore, none of them, or their parent companies, is currently subject to the requirements under Part 354.  [13:  FDIC Research Information System data, September 30, 2023.]  [14:  FDIC Call Report data, September 30, 2023.  The SBA defines a small banking organization as having $850 million or less in assets, where an organization’s “assets are determined by averaging the assets reported on its four quarterly financial statements for the preceding year.”  See 13 CFR 121.201 (as amended by 87 FR 69118, effective December 19, 2022).  In its determination, the “SBA counts the receipts, employees, or other measure of size of the concern whose size is at issue and all of its domestic and foreign affiliates.”  See 13 CFR 121.103.  Following these regulations, the FDIC uses an insured depository institution’s affiliated and acquired assets, averaged over the preceding four quarters, to determine whether the insured depository institution is “small” for the purposes of RFA.]  [15:  FFIEC National Information Center, Data Download.  https://www.ffiec.gov/npw/FinancialReport/DataDownload ] 


While there are not currently any covered companies, FDIC uses the number of change in control and de novo applications by industrial banks and ILCs from April 1, 2021 through December 31, 2023 to estimate the number of covered companies over the three-year renewal cycle for this ICR.  Although applicants are not themselves covered companies, FDIC assumes for purposes of this analysis that the number of change in control and de novo applications related to, or submitted by, ILCs is a conservative indicator of future respondents.  Consequently, FDIC uses the average annual number of de novo and change in control applications submitted by Industrial Banks and ILCs between April 1, 2021 and December 31, 2023 to estimate the number of annual respondents to the ICs in this ICR.  According to FDIC records, one industrial bank or ILC submitted a change in control application between April 1, 2021 and December 31, 2023.  Three entities submitted de novo bank applications over this same time.  No entity submitted more than one change in control application or de novo application over this period.

Given this information, FDIC estimates that, on average, two new institutions will newly become covered companies annually.  The FDIC estimates the number of respondents to this ICR should be two.  The FDIC based this estimation both on the historical data showing one change in control application and three de novo bank applications, all three of which were submitted by entities that would be subsidiaries of covered companies, submitted by industrial banks or ILCs over the time period from April 1, 2021 through December 31, 2023.  Over the period of analysis, these four submissions result in approximately 1.33 annual respondents on average.  Additionally, the FDIC anticipates a greater volume of these submissions over the next three years.  As such, the FDIC estimates two annual respondents for the first four ICs in this ICR based on supervisory experience.  For the remaining IC – which relates to contingency plans (per 12 CFR 354.4(b)) - the FDIC is maintaining the existing estimate of one respondent annually to account for the possibility of the FDIC requesting contingency plans from one or more institutions over the next three years.  The FDIC has not requested contingency plans from any covered institutions over the past three years.

Estimated Time per Response 
The FDIC believes the estimated time per response used in its prior submission for this ICR to be reasonable and is retaining that estimate for this current submission.
Estimated Total Annual Hourly Burden 
The estimated annual burden, in hours, is the product of the estimated number of annual respondents, estimated number of annual responses per respondent, and estimated time per response, as summarized in Table 1 below.

	Table 1.  Summary of Estimated Annual Burden (OMB No. 3064-0213)

	Information Collection (Obligation to Respond)
	Type of Burden
(Frequency of Response)
	 Number of Respondents
	 Number of Responses per Respondent
	Time per Response (HH:MM)
	Annual Burden (Hours)

	1. Initial Listing of Subsidiaries,
12 CFR 354.4(a)(1) (Mandatory)
	Reporting
(On Occasion)
	2
	1
	04:00
	8

	2. Annual Update of Subsidiaries List,
12 CFR 354.4(a)(1) (Mandatory)
	Reporting
(Annual)
	2
	1
	04:00
	8

	3. Annual Report of Covered Company and Subsidiaries and Other Reports as the FDIC may require,
12 CFR 354.4(a)(3) (Mandatory)
	Reporting
(Annual)
	2
	1
	10:00
	20

	4. Recordkeeping requirements in written agreement,
12 CFR 354.4(a)(4) (Mandatory)
	Recordkeeping
(Annual)
	2
	1
	10:00
	20

	5. Contingency Plan,
12 CFR 354.4(b) (Mandatory)
	Reporting
(Annual)
	1
	1
	345:00
	345

	Total Annual Burden (Hours):
	401

	Source: FDIC.

	Note: The annual burden estimate for a given collection is calculated in two steps.  First, the total number of annual responses is calculated as the whole number closest to the product of the annual number of respondents and the annual number of responses per respondent.  Then, the total number of annual responses is multiplied by the time per response and rounded to the nearest hour to obtain the estimated annual burden for that collection.  This rounding ensures the annual burden hours in the table are consistent with the values recorded in the OMB’s regulatory tracking system.

	

	

	





Total Estimated Hourly Labor Compensation Rates

To estimate the average cost of compensation per hour, FDIC uses the 75th percentile hourly wages reported by the Bureau of Labor Statistics (BLS) National Industry-Specific Occupational Employment and Wage Estimates (OEWS) for the relevant occupations in the Depository Credit Intermediation sector.  However, the latest OEWS wage data are as of May 2022 and do not include non-wage compensation.  To adjust these wages for use in the memo, FDIC multiplies the OEWS hourly wages by approximately 1.51 to account for non-wage compensation, using the BLS Employer Cost of Employee Compensation (ECEC) data as of March 2022 (the latest published release prior to the OEWS wage data).  It then multiplies the resulting compensation rates by approximately 1.06 to account for the change in the seasonally adjusted Employment Cost Index for the Credit Intermediation and Related Activities sector (NAICS Code 522) between March 2022 and September 2023.

After calculating these adjustments, FDIC weights the total hourly compensation for the occupations shown in Table 2.  The estimates of allocations of labor provided by these occupations in Table 2 are identical to those used in the 2021 ICR.  FDIC then uses these estimated allocations to find the estimated hourly cost of complying with this ICR.  Consistent with the methodology used in the 2021 ICR, for all of the ICs in this ICR, FDIC estimates that 25 percent of the labor is performed by Executives and Managers, and the remaining 75 percent is split evenly amongst the remaining occupations: 15 percent performed by Lawyers; 15 percent by Compliance Officers; 15 percent by IT Specialists; 15 percent by Financial Analysts; and 15 percent by Clerical workers.  FDIC then weights the hourly compensation rate for each IC by its annual estimated burden hours and sums the resulting wage rates across all five ICs to obtain an estimated weighted average hourly cost of $105.47 per hour for the entire ICR. 

	Table 2.  Summary of Hourly Burden Cost Estimate (OMB No. 3064-0213)

	Information Collection (Obligation to Respond) 
	Hourly Weight 
(%)
	Percentage Shares of Hours Spent by and 
Hourly Compensation Rates for each Occupation Group 
(by Collection)
	Estimated Hourly Compensation Rate

	
	
	
	

	
	
	Exec. & Mgr.      ($133.85)
	Lawyer   ($172.66)
	Compl. Ofc.   ($66.35)
	IT    ($105.46)
	Fin. Anlst.    ($97.89)
	Clerical    ($37.71)
	

	
	
	
	
	
	
	
	
	

	1. Initial Listing of Subsidiaries,
12 CFR 354.4(a)(1) (Mandatory)
	2.00
	25
	15
	15
	15
	15
	15
	$105.47 

	2. Annual Update of Subsidiaries List,
12 CFR 354.4(a)(1) (Mandatory)
	2.00
	25
	15
	15
	15
	15
	15
	$105.47 

	3. Annual Report of Covered Company and Subsidiaries and Other Reports as the FDIC may require,
12 CFR 354.4(a)(3) (Mandatory)
	4.99
	25
	15
	15
	15
	15
	15
	$105.47 

	4. Recordkeeping requirements in written agreement,
12 CFR 354.4(a)(4) (Mandatory)
	4.99
	25
	15
	15
	15
	15
	15
	$105.47 

	5. Contingency Plan,
12 CFR 354.4(b) (Mandatory)
	86.03
	25
	15
	15
	15
	15
	15
	$105.47 

	Weighted Average Hourly Compensation Rate:
	$105.47 

	[bookmark: _GoBack]Source: Bureau of Labor Statistics: 'National Industry-Specific Occupational Employment and Wage Estimates: Industry: Credit Intermediation and Related Activities (5221 And 5223 only)' (May 2022), Employer Cost of Employee Compensation (March 2022), and Employment Cost Index (March 2022 and September 2023).  Standard Occupational Classification (SOC) Codes: Exec.  and Mgr = 11-0000 Management Occupations; Lawyer = 23-0000 Legal Occupations; Compl.  Ofc.  = 13-1040 Compliance Officers; IT = 15-0000 Computer and Mathematical Occupations; Fin. Anlst.  = 13-2051 Financial and Investment Analysts; Clerical = 43-0000 Office and Administrative Support Occupations.  

	

	

	

	Note: The estimated hourly compensation rate for a given collection is the average of the hourly compensation rates for the occupations used to comply with that collection, weighted by the share of hours spent by each occupation. The weighted average hourly compensation rate is the average of the estimated hourly compensation rates for all information collections, weighted by the share of hourly burden for each collection.  These hourly weights, calculated as the estimated number of annual burden hours in a given collection over the total estimated number of annual burden hours across all collections, are shown in the “Hourly Weight” column of this table.

	

	

	




Total Estimated Compliance Cost
Given the above analyses, and applying the estimates summarized in Tables 1 and 2, the estimated total annual cost burden for this ICR is $42,293 (401 hours / year * $105.47 / hour = $42,293 per year), shown in Table 3.  This represents a decrease in the estimated annual cost burden of $734 from the amount reported in the 2021 ICR ($43,027).  This decrease can be explained by a reduction in the estimated number of respondents in ICs 1 through 4 from four in the 2021 ICR to two in this ICR, as described above.  This decrease is attenuated by an increase in the weighted average hourly compensation rate from $94.15/hour in the 2021 ICR to $105.47/hour in this ICR, an increase of $11.32/hour.


	Table 3.  Total Estimated Cost Burden (OMB No. 3064-0213)

	Information Collection Request
	Annual Burden (Hours)
	Weighted Average Hourly Compensation Rate
	Annual Respondent Cost

	Industrial Banks and Industrial Loan Companies
	                                                  401 
	$105.47
	$42,293

	Total Annual Respondent Cost:
	$42,293 

	Source: FDIC.



13. Capital, Start-Up, Operating, and Maintenance Costs

None.

14. Estimate of annualized costs to the government

None.

15. Change in burden

The total estimated annual burden for this ICR is 401 hours, which is a decrease of 56 hours from the 2021 ICR (457 hours).  This decrease is a result of a reduction in the estimated annual number of respondents for ICs 1 through 4.  This decrease in the estimated number of annual respondents is the only factor affecting the decrease in estimated annual burden hours since the estimated number of responses per respondent and time per response for each IC is identical to the 2021 ICR.  Further, the estimated annual number of respondents for IC 5 is identical to the estimated number of annual respondents in the 2021 ICR.
  
16. Publication
 
The information is not published.

17. Display of expiration date

Not applicable.

18. Exceptions to certification statement

None.








B.	STATISTICAL METHODS

Not applicable.

