
Overview – Encouraging 
progress  

The Financial Stability Board (FSB) released a 
report on November 2, 2012, describing the 
progress made by jurisdictions thus far in 
implementing its Key Attributes of Effective 
Resolution Regimes for Financial Institutions 
(“Key Attributes”). Endorsed by the G20 in 
November 2011 as the international standard 
for resolution regimes, the Key Attributes 
establish twelve elements designed to 
promote consistency across national 
resolution regimes and to enable the 
resolution of any firm without severe systemic 
disruption or exposing taxpayers to financial 
losses. The FSB indicated that progress to 
date is “encouraging,” particularly considering 
the specific requirements aimed at Global 
Systemically Important Financial Institutions 
(G-SIFIs).  

One of the most challenging issues for 
institutions and regulators involved in 
resolution planning is the web of different 
regulations and legislation across 
jurisdictions. This is acknowledged by the FSB 
by its renewed emphasis on the goal of 
establishing cross-border crisis management 
groups (CMGs) and institution-specific cross-
border cooperation agreements (COAGs). 
While the FSB indicated that CMGs for nearly 
all the 29 G-SIFIs have been established, it 
acknowledges that real progress is dependent 
upon the development of a high-level 
resolution strategy for each firm. This was 
identified in the report as a key focus of CMGs 
by the end of 2012. 

The FSB characterized the progress made on 
recovery and resolution plans (RRPs) as 
“uneven.” Furthermore, the report notes that 
initial reviews of G-SIFI recovery plans have 

highlighted a need for “greater severity in the 
hypothetical stress scenarios and for a more 
exhaustive analysis with regard to 
impediments to the implementation of 
recovery measures,” taking into account 
interconnections between group entities and 
constraints arising from the legal framework. 
The FSB is expected to elaborate further on 
these specific aspects of RRP in the coming 
months. 

The progress report also highlights several 
initiatives anticipated for 2013 including the 
development of a resolvability assessment 
process for G-SIFIs and the development of 
guidance, to be released for public comment, 
relating to resolution strategies that are based 
on two approaches to resolution: single-point 
of entry and multiple-point of entry.  

Focus of recent reforms 

The FSB noted numerous reforms being 
proposed or already in progress in many 
jurisdictions based on its Key Attributes, such 
as expanding resolution powers (e.g., bail-in, 
transfer and bridge bank powers), and the 
establishment of special restructuring funds.  

Other potential reforms focus on widening the 
scope of resolution regimes to cover non-bank 
financial companies (NBFCs) that could be 
systemically critical if they fail, including 
investment firms, financial market 
infrastructures (FMIs) and insurers 
(particularly insurance groups with non-
traditional insurance activities).  

While progress is occurring, many 
jurisdictions will require additional legislative 
reforms in order to address the remaining 
gaps in the implementation of the Key 
Attributes. 
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For a G-SIFI, what does all 
this really mean?  

PwC believes that the overall message from 
the FSB’s report card regarding resolution 
efforts for G-SIFIs is that resolution planning 
is evolving and that the process will be 
iterative as legislators, regulators and 
institutions all work to implement the myriad 
of requirements. G-SIFIs should continue to 
develop a more thorough understanding of 
their institutions and how the various 
resolution regimes apply to their operations. 
Specifically, G-SIFIs should continue to track 
the emerging requirements that can impact 
their business, understand how regulators are 
viewing their organization through the 
resolution lens, and establish the appropriate 
infrastructure to respond to resolution 
planning requirements across their 
international footprint.  

Concurrently, PwC believes that G-SIFIs 
should continue to inventory and improve 
their processes for organizing and mapping 
the critical information required to develop 
resolution plans including financial and 
operational information by business and on a 
legal entity basis. It remains important for G-
SIFIs to be flexible and work to anticipate the 
ongoing development of an international 
resolution framework. Particular attention 
should be paid to understanding and 
communicating the impediments and 
obstacles surrounding inter-jurisdictional 
cooperation. Whenever possible, firms should 
continue to collaborate with their trade 
organizations to surface potential issues and 
develop practical solutions for the industry.  

What’s next?  

Resolvability assessments by home resolution 
authorities and CMGs are anticipated in 2013. 
The objectives and scope of these assessments 
were introduced by the FSB in Annex II of the 
Key Attributes. It is unclear whether the FSB 
plans to implement the process described 
therein (i.e., three stage process, qualitative in 
nature, conducted by the home country 
supervisor in coordination with the CMG) and 
it is also unclear as to the consequences of 
being considered difficult to resolve. The best 

course of action with regard to the new 
requirements is likely to be the same as 
described above – namely, continue to better 
understand your own institution from a 
resolution perspective. Like any regulation, 
sufficient resources should be dedicated to 
resolution planning to ensure the institution’s 
ability to respond to the evolving 
requirements. 

G-SIFIs also need to be prepared for 
heightened resolution planning interest from 
host jurisdictions, including the development 
of resolution plans for host country regulators 
in accordance with local requirements. The 
FSB continues to highlight the need for “safe 
sharing” of information for RRP purposes 
between home and host jurisdictions, 
although this remains an area of intense focus 
for home regulators.  

What about NBFCs subject to 
RRPs? 

As evidenced by comments recently released 
by numerous standard setting bodies such as 
the International Association of Insurance 
Supervisors (IAIS) and the International 
Organization of Securities Commissions 
(IOSCO), it is necessary for NBFCs to focus on 
sector-specific characteristics that would 
designate their firms as systemically 
significant or critical in the event of failure.  

In addition to the areas of focus articulated 
above for G-SIFIs, NBFCs should ensure that 
their resolution objectives are consistent with 
the Key Attributes. For the various categories 
of NBFCs, stakeholder priorities should 
include the following:  

 Investment management companies & 
securities firms: rapid return of client 
assets 

 Insurance companies: protection of 
policyholders 

 FMIs: uninterrupted provision of critical 
operations 
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More to come: the FSB’s future 
guidance 

In November 2012, the FSB released guidance 
for public consultation on: (i) the nature of 
the stress scenarios and triggers for recovery 
actions that should be used in G-SIFIs’ 
recovery plans; (ii) the development of 
resolution strategies and associated 
operational resolution plans tailored to 
different group structures, drawing on two 
stylized approaches to resolution - “single-
point of entry” and “multiple-point of entry”; 
and (iii) the identification of the critical 
functions that would need to be maintained. 

The FSB will also develop further guidance 
relating to cooperation and information 
sharing with host authorities for whom a  
G-SIFI’s operations are locally systemic but 
not represented on the CMG.  

Finally, the FSB is working with 
representatives of national authorities, the 
European Commission, the IMF and World 
Bank, and standard setting bodies (e.g., the 
Basel Committee on Banking Supervision 
(BCBS), the Committee on Payment and 
Settlement Systems (CPSS), the International 
Association of Deposit Insurers (IADI), IAIS, 
and IOSCO), to develop an assessment 
methodology for the Key Attributes. This 
assessment methodology is meant to provide 
criteria against which the implementation of 
each individual Key Attribute may be 
measured. The organization plans to consult 
publicly on a draft of the methodology in the 
second half of 2013. 
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To learn more about financial services regulation from your 
iPad or iPhone, click here to download PwC’s new 
Regulatory Navigator App from the Apple App Store. 

Follow us on Twitter @PwC_US_FinSrvcs 
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