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the Trea sury's and Bank's Memorandum of Understanding on

Resolution Plannf:~ j nd Financial Crisis Management.

The Bank of Engla nd will shortly re-publish their resolution gu idance document,
Approaches to Resolution, and accompanying cha nges to the Treasury's and Bank's
Memorandum of Un dersta ndin g on Resoluti on Planning and Financial Cri sis Management.
The guidance document explains the key features of the UK's resolution reg ime and how
the Bank, as UK resolution authority, wou ld be likely to implement a resolution. As part of
updating Approaches to Resolution, the Bank wi ll set out its approach to provid in g liquidity
in resolution. Ensurin g that a firm in resolution continues to have sufficient li quidity to
meet its obl igations is an essential part of an effective resolut ion reg ime.
In the first instance, liquidity would be expected to come from the firm's own resources. A
recapitalised firm in resolution may, however, need t empora ry li quidity support where the
firm's own resources are temporarily insufficient and access to private sector fund ing is
disrupted. The Bank has therefore put in place a flexible approach for the provision of
liqui d ity, the Resolution Liqu idity Framework, to suppo rt the group resolution strategy. The
Bank is already able to provid e temporary liquidity support to a f irm in resolution, but the
Resolution Liquidity Framework cla rif ies and forma li ses this arrangement.
This framewo rk provid es the Bank of England w ith the tool s to lend to banks, bu il ding
soc ieties or investment firms wh ich are subject to the UK's special reso lution regime, where
th e entity or its holding company is in a Bank of England led resoluti on. Th e protection of
public money within th is framework is abso lute. The Resolution Liquid ity Fra mework w ill
be wi t hin the overa ll governance framework established in t he Memorandum of
Understanding on Resolution Planning and Fin ancial Crisis Management, wh ich reflects the
Chancellor's and the Treasury' s so le responsibility for any decision on whether and how to
use publ ic fu nds.
As a resu lt, the M emorandum of Understanding has been updated to reflect the Resolution
Li quidity Framework. The Memorandum of Understanding reflects the fact that the

Chancellor and the Treasury have sole responsibility for authorising liquidity support via the
Resolution Liquidity Framework or any other public sector backstop fun ding mechanism.
As part of my commitment to keep Parliament informed of acti ons and policy
developments, I will be laying th e updated version of the Memorandum of Understanding
th at we have agreed with the Bank of England as soon as Pa rliamen t returns from recess.
I attach a copy of the updated Memorandum of Understanding to this letter fo r your
informa tion .

