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A. Justification.
1. Circumstances that make the collection necessary:

On March 22, 2010, the Office of the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the Federal Deposit Insurance Corporation, and the
National Credit Union Administration (the agencies), in conjunction with the Conference of
State Bank Supervisors, issued a policy statement on funding and liquidity risk management
(Policy Statement)." The Policy Statement sets forth guidance and principles for sound liquidity
risk management that apply to OCC-supervised national banks, Federal savings associations, and
Federal branches and agencies of foreign banking organizations (together, banks). The Policy
Statement summarizes and builds on previously issued guidance.?

In 2023, the agencies supplemented their liquidity risk management guidance with an
Addendum to the Policy Statement.’

The OCC is proposing to revise this information collection to account for all the
recordkeeping provisions set forth in the Policy Statement related to liquidity risk management
policies, procedures, and assumptions, and Contingency Funding Plans (CFPs). The information
collection currently does not account for the recordkeeping provisions related to CFPs and does
not fully account for the recordkeeping provisions related to liquidity risk management policies,
procedures, and assumptions. In addition, the OCC is proposing to revise the information
collection to account for the guidance in the Addendum to the Policy Statement.

2. Use of the information:
Section-by-Section Analysis

Proposed Updates to Collection

Section 3 of the Policy Statement provides that banks should use liquidity risk
management processes and systems that are commensurate with bank’s complexity, risk profile,

1 75 FR 13656 (March 22, 2010). The former Office of Thrift Supervision, which merged with the Office of the
Comptroller of the Currency on July 21, 2011, was also involved in issuing the Policy Statement.

2 For national banks and Federal savings associations, refer to the Comptroller’s Handbook on Liquidity.

3 See OCC Bulletin 2023-25, “Liquidity: Addendum to the Interagency Policy Statement on Funding and Liquidity
Risk Management” (July 28, 2023), https://www.occ.gov/news-issuances/bulletins/2023/bulletin-2023-25.html.



and scope of operations. In addition, processes and plans should be well documented and
available for supervisory review.

Section 6 of the Policy Statement provides that a bank’s liquidity management process
should be sufficient to meet its daily funding needs and cover both expected and unexpected
deviations from normal operations. Accordingly, banks should have a comprehensive
management process for identifying, measuring, monitoring, and controlling liquidity risk,
which should be fully integrated into the bank's risk management processes. Section 6 of the
Policy Statement also describes the critical elements of sound liquidity risk management:

o Effective corporate governance consisting of oversight by the board of directors and
active involvement by management in a bank's control of liquidity risk.

e Appropriate strategies, policies, procedures, and limits used to manage and mitigate
liquidity risk.

e Comprehensive liquidity risk measurement and monitoring systems (including
assessments of the current and prospective cash flows or sources and uses of funds) that
are commensurate with the complexity and business activities of the bank.

e Active management of intraday liquidity and collateral.

e An appropriately diverse mix of existing and potential future funding sources.

¢ Adequate levels of highly liquid marketable securities free of legal, regulatory, or
operational impediments, that can be used to meet liquidity needs in stressful situations.

e CFPs that sufficiently address potential adverse liquidity events and emergency cash
flow requirements.

e Internal controls and internal audit processes sufficient to determine the adequacy of the
bank’s liquidity risk management process.

Section 7 of the Policy Statement provides that a bank’s board of directors or its delegated
committee of board members should oversee the establishment and approval of liquidity
management strategies, policies and procedures, and review them at least annually. In addition,
the board should ensure that it understands and periodically reviews the bank’s CFPs for
handling potential adverse liquidity events.

Section 9 of the Policy Statement provides that a bank’s senior management should
determine the structure, responsibilities, and controls for managing liquidity risk and for
overseeing the liquidity positions of the bank. These elements should be clearly documented in
liquidity risk policies and procedures. For institutions comprised of multiple entities, such
elements should be fully specified and documented in policies for each material legal entity and
subsidiary. Senior management should be able to monitor liquidity risks for each entity across
the institution on an ongoing basis. Processes should be in place to ensure that the group's
senior management is actively monitoring and quickly responding to all material developments
and reporting to the boards of directors as appropriate.

Section 11 of the Policy Statement provides that banks should have documented strategies
for managing liquidity risk and clear policies and procedures for limiting and controlling risk
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exposures that appropriately reflect the bank’s risk tolerances. The strategies should identify
primary sources of funding for meeting daily operating cash outflows, as well as seasonal and
cyclical cash flow fluctuations. Strategies should also address alternative responses to various
adverse business scenarios. Policies and procedures should provide for the formulation of plans
and courses of actions for dealing with potential temporary, intermediate-term, and long-term
liquidity disruptions. Policies, procedures, and limits also should address liquidity separately
for individual currencies, legal entities, and business lines, when appropriate and material, and
should allow for legal, regulatory, and operational limits for the transferability of liquidity as
well.

Section 12 of the Policy Statement provides that a bank’s policies should clearly articulate a
liquidity risk tolerance that is appropriate for the business strategy of the bank considering its
complexity, business mix, liquidity risk profile, and its role in the financial system. Policies
should also contain provisions for documenting and periodically reviewing assumptions used in
liquidity projections. Policy guidelines should employ both quantitative targets and qualitative
guidelines.

Section 13 of the Policy Statement provides that a bank’s policies should specify the nature
and frequency of management reporting. Senior managers should receive liquidity risk reports
at least monthly, while the board of directors should receive liquidity risk reports at least
quarterly. Management reporting may need to be more frequent, depending on the complexity
of the bank’s business mix and liquidity risk profile. Regardless of an institution's complexity,
it should have the ability to increase the frequency of reporting on short notice, if the need
arises. Liquidity risk reports should impart to senior management and the board a clear
understanding of the bank’s liquidity risk exposure, compliance with risk limits, consistency
between management’s strategies and tactics, and consistency between these strategies and the
board’s expressed risk tolerance.

Section 15 of the Policy Statement provides that the process for measuring liquidity risk
should include robust methods for comprehensively projecting cash flows arising from assets,
liabilities, and off-balance-sheet items over an appropriate set of time horizons. Banks should
ensure that the assumptions used are reasonable, appropriate, and adequately documented.
Banks should periodically review and formally approve these assumptions.

Section 18 of the Policy Statement provides that banks should conduct stress tests regularly
for a variety of bank-specific and market-wide events across multiple time horizons. The
magnitude and frequency of stress testing should be commensurate with the complexity of the
bank and the level of its risk exposures. Stress test outcomes should be used to identify and
quantify sources of potential liquidity strain and to analyze possible impacts on the bank's cash
flows, liquidity position, profitability, and solvency. Stress tests should also be used to ensure
that current exposures are consistent with the bank's established liquidity risk tolerance. The
results of stress tests should also play a key role in shaping the bank's contingency planning.



Section 23 of the Policy Statement provides that liquidity risk management plans should
describe assumptions regarding the transferability of funds and collateral.

Section 24 of the Policy Statement provides that senior management should develop and
adopt an intraday liquidity strategy that allows the bank to:

e Monitor and measure expected daily gross liquidity inflows and outflows.

e Manage and mobilize collateral when necessary to obtain intraday credit.

e Identify and prioritize time-specific and other critical obligations in order to meet them
when expected.

e Settle other less critical obligations as soon as possible.

e Control credit to customers when necessary.

e Ensure that liquidity planners understand the amounts of collateral and liquidity needed
to perform payment-system obligations when assessing the organization’s overall
liquidity needs.

Section 25 of the Policy Statement provides that a bank should establish a funding strategy
that provides effective diversification in the sources and tenor of funding.

Section 31 of the Policy Statement provides additional guidance concerning the CFP, as
described in section 6. The section provides that all banks, regardless of size and complexity,
should have a formal CFP that clearly sets out the strategies for addressing liquidity shortfalls in
emergency situations. A CFP should delineate policies to manage a range of stress
environments, establish clear lines of responsibility, and articulate clear implementation and
escalation procedures. It should be regularly tested and updated to ensure that it is operationally
sound. Sections 34, 35, and 37 of the Policy Statement include additional guidance concerning
CFPs.

Section 34 of the Policy Statement provides that CFPs should be revised to reflect
macroeconomic and institution-specific conditions change.

Section 35 of the Policy Statement provides that the CFP should identify stress events,
assess levels of severity and timing, assess funding sources and needs, identify potential funding
sources, establish liquidity event management processes, and establish a monitoring framework
for contingent events.

Section 36 of the Policy Statement provides that smaller banks should have plans in place
for managing press inquiries that may arise during a liquidity event.

Section 41 of the Policy Statement provides that a bank’s internal controls should address
relevant elements of the risk management process, including adherence to policies and
procedures, the adequacy of risk identification, risk measurement, reporting, and compliance
with applicable rules and regulations.



Section 42 of the Policy Statement provides that management should ensure that an
independent party regularly reviews and evaluates the various components of the bank’s
liquidity risk management process. These reviews should assess the extent to which the bank’s
liquidity risk management complies with both supervisory guidance and industry sound
practices, taking into account the level of sophistication and complexity of the bank’s liquidity
risk profile. Smaller, less-complex banks may achieve independence by assigning this
responsibility to the audit function or other qualified individuals independent of the risk
management process.

The Addendum to the Policy Statement provides that banks should be aware of the
operational steps required to obtain funding from contingency funding sources, including
potential counterparties, contact details, and availability of collateral. In addition, banks should:

¢ Regularly test any contingency borrowing lines to ensure the bank’s staff are well versed
in how to access them and that they function as envisioned.

¢ Engage in planning that recognizes the operational challenges involved in moving and
posting collateral to access critical funding in a timely fashion.

¢ Ensure that the CFPs recognize that during times of stress, contingency lines may become
unavailable and include a range of contingency funding sources.

¢ Review and revise the CFPs periodically and more frequently as market conditions and
strategic initiatives change in order to address evolving liquidity risks.

¢ Incorporate the discount window as part of their contingency funding arrangements. If
the discount window is included in the bank’s CFP, establish and maintain operational
readiness to borrow from the discount window.

Previously Approved Collection

Section 14 of the Policy Statement provides that banks should consider liquidity costs,
benefits, and risks in their strategic planning and budgeting processes. Significant business
activities should be evaluated for liquidity risk exposure as well as profitability. More complex
and sophisticated banks should incorporate liquidity costs, benefits, and risks in the internal
product pricing, performance measurement, and new product approval process for all material
business lines, products, and activities. Incorporating the cost of liquidity into these functions
should align the risk-taking incentives of individual business lines with the liquidity risk
exposure their activities create for the bank as a whole. The quantification and attribution of
liquidity risks should be explicit and transparent at the line management level and should include
consideration of how the bank’s liquidity would be affected under stressed conditions.

Section 20 of the Policy Statement provides that liquidity risk reports should provide
aggregate information with sufficient supporting detail to enable management to assess the
sensitivity of the bank to changes in market conditions, its own financial performance, and other
important risk factors. Banks also should report on the use and availability of government
support, such as lending and guarantee programs, and the implications on liquidity positions,
particularly because these programs generally are temporary or reserved as a source for
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contingent funding.
3. Consideration of the use of information technology:
Respondents may use any available information technology.
4. Efforts to identify duplication:
The information required is unique and is not duplicated elsewhere.

5. If the collection of information impacts small businesses or other small
entities, describe any methods used to minimize burden.

There are no alternatives that would result in lowering the burden on small banks while
still accomplishing the purpose of the guidance.

6. Consequences to the Federal program if the collection were conducted less frequently:

Sound liquidity risk management is important to ensure the safety and soundness of
banks. Less frequent collection would put banks at risk.

7. Special circumstances necessitating collection inconsistent with 5 CFR Part 1320:
Not applicable.
8. Efforts to consult with persons outside the agency:

On May 29, 2025, the OCC issued a notice for 60 days of comment regarding the
collection, 90 FR 22827. There were no comments received.

9. Payment to respondents:

None.
10. Any assurance of confidentiality:

The information collected will be kept private to the extent permitted by law.
11. Justification for questions of a sensitive nature:

Not applicable.

12. Burden estimate:



Liquidity Risk Management

Estimated number of

Estimated

Estimated average

Estimated annual

Policies, Procedures, Respondents annual hours per response burden hours
Assumptions, and Contingency frequency
Funding Plans
Implementation of recordkeeping | New institutions- 8 1 40 320
Ongoing recordkeeping Large banks (over $100 1 32 31,328
billion in assets)- 20
Mid-size banks ($10 -
$100 billion)- 38
Small banks (less than
$10 billion)- 921
Total 31,648

Estimated Burden per Respondent under the Liquidity Risk Management Policies,

Procedures, Assumptions, and Contingency Funding Plans- Implementation of

recordkeeping: 320 hours.

Estimated Burden for New Institutions: 8 x 40 = 320 hours.

Estimated Burden per Respondent under the Liquidity Risk Management Policies,

Procedures, Assumptions, and Contingency Funding Plans- Ongoing recordkeeping: 31,328

hours.

Estimated Burden for Large Institutions: 20 x 32 = 640 hours.

Estimated Burden for Mid-size Institutions: 38 x 32 = 1,216 hours.

Estimated Burden for Small Institutions: 921 x 32 = 29,472 hours.

Total Estimated Burden Hours: 31,648 hours.

Cost of Hour Burden: 31,648 x $131.10 = $4,149,052.80
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To estimate wages the OCC reviewed May 2024 data for wages (by industry and occupation)
from the U.S. Bureau of Labor Statistics (BLS) for credit intermediation and related activities
(NAICS 5220A1). To estimate compensation costs associated with the rule, the OCC uses
$131.10 per hour, which is based on the average of the 90th percentile for six occupations
adjusted for inflation (3.6 percent as of Q1 2025), plus an additional 35.6 percent for benefits
(based on the percent of total compensation allocated to benefits as of Q4 2024 for NAICS 522:
credit intermediation and related activities).
13. Estimate of annualized costs to respondents:

Not applicable.
14. Estimate of annualized costs to the government:

Not applicable.
15. Changes in burden:
Prior burden:

78,096 Burden Hours
Current burden:

31,648 Burden Hours
Difference:

-46,448 Burden Hours
The decrease in burden is due to the consideration of the ongoing maintenance and
recordkeeping requirements imposed by the Policy Statement. Only new charters have the

burden of implementation. All other banks have already implemented the maintenance and
recordkeeping requirements.

16. Information regarding collections whose results are planned to be published for statistical
use:
No publication for statistical use is contemplated.

17. Display of expiration date:

Not applicable.



18. Exceptions to certification statement:

Not applicable.

B. Collections of Information Employing Statistical Methods.

Not applicable.



