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Office of Thrift Supervision
of the
1700 G Street. N.W .. Washington. DC 20552· (202) 906-6000

January 28, 2010

VIA ELECTRONIC MAIL

Re: FOIA No. 10-113

This is in response to your request, sent by first class mail and received in this office on
November 24, 2009, for processing under the Freedom of Information Act ("FOIA"), 5 U.S.C.
§ 552. You requested a copy of each report produced for Congress by the Office of Thrift
Supervision COTS") during the past three years, and which are not posted on the OTS public
internet website.
Your request is granted in full. Enclosed are four reports to Congress, which are in
addition to the three reports that are currently posted on the OTS website.
If you have any questions, please feel free to call me at (202) 906-6467 or e-mail me at
marilyn.burtonrmots.treas.gov.

MarilynL
Supervisory Paralegal Specialist
Enclosures

Office of Thrift Supervision
epartment of the Treasury

John M Reich
Director

1700 G Street. N. W., Washington, DC 20552' (202) 906-6590

APR 1 0 2006

The Honorable John Dugan
Comptroller of the Currency
Office of the Comptroller of the Currency
Independence Square
250 E Street, S. W.
Washington, DC 20219
Dear Mr. Dugan:
The purpose of this letter is to notify you of the details of the Office of Thrift Supervision's 2006
compensation plan, as required by section 1206 of the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989 (FIRREA). Based on consultations with the other federal banking
regulatory agencies, we implemented the following in our compensation plan for 2006.

•
•
•
•

An average merit budget of 5 percent of actual aggregate salaries.
Payout of the merit budget to employees as a pay adjustment from within a range depending
on the rating level of the employee.
The maximum of the base salary range was increased by 3 percent.
Geographic differentials adjusted for changes in the costs of goods and services for OTS duty
locations.

If you desire further information, please do not hesitate to contact Kevin Petrasic, Managing
Director of External Affairs, on (202) 906-6288.

Office of Thrift Supervision
epartment of the Treasury

John M Reich
Director

1700 G Street, N. W., Washington, DC 20552· (202) 906·6590

The Honorable Nancy Pelosi
Speaker of the House
U.S. House of Representatives
Washington, DC 20515
Dear Madam Speaker:
The purpose of this letter is to notiJY you of the details of the Office of Thrift Supervision's 2007
compensation plan, as required by section 1206 of the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989 (FIRREA). Based on consultations with the other federal banking
regulatory agencies, we implemented the following in our compensation plan for 2007.
•

An average merit budget of 5 percent of actual aggregate salaries.

•

Payout of the merit budget to employees from within a range depending on the rating level of
the employee.
No adjustments were made to the salary ranges.

•

If you desire further information, please do not hesitate to contact Kevin Petrasic, Managing
Director of External Affairs, on (202) 906-6288.

Board of Governors of the Federal Reserve System
Federal Deposit Insurance Corporation
Office ofthe Comptroller of the Currency
Office of Thrift Supervision
April 11, 2007

The Honorable Richard C. Shelby
Ranking Member
Committee on Banking, Housing, and Urban Affairs
United States Senate
Washington, D.C. 20510
Dear Senator:
We are pleased to transmit the enclosed report on differences in accounting and capital
standards among the federal banking agencies. This is the fifth joint annual report on the topic
prepared by the Board of Govemors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, the Office of the Comptroller of the Currency, and the Office of Thrift
Supervision (collectively, "the federal banking agencies") as required by section 37(c) of the
Federal Deposit Insurance Act (12 U.S.c. 183In(c)), as amended.
The report describes the differences among the federal banking agencies' accounting and
capital standards as of December 31,2006. The report will be published in the Federal Register.
If you or members of your staff have questions regarding this report, please do not hesitate to
contact us.
Sincerely,

~~.------

Sheila C. Bair, Chainnan
Federal Deposit Insurance Corporation

Enclosure

REPORT TO THE COMMITTEE ON FINANCIAL SERVICES
OF THE UNITED STATES HOUSE OF REPRESE]\'iATIVES
AND TO THE COMMITTEE ON BAl"lKING, HOUSING,
&'\ID URBAN AFFAIRS OF THE UNITED STATES SENATE
REGARDING DIFFERENCES IN ACCOUNTING ANTI
CAPITAL STANDARDS AMONG THE
FEDERAL B&'>'KING AGENCIES

Introduction
The Office of the Comptroller of the Currency (OCC), the Board of Governors of the Federal
Reserve System (FRB), the Federal Deposit Insurance Corporation (FDIC), and the Office of
Thrift Supervision (OTS) (Hthe federal banking agencies" or "the agencies") must jointly submit
an annual report to the Committee on Financial Services of the U.S. House of Representatives
and the Committee on Banking, Housing, and Urban Affairs of the U.S. Senate describing
differences between the accounting and capital standards used by the agencies. The report must
be published in the Federal Register.
This report, which covers differences existing as of December 3 1,2006, is the fifth joint annual
report on differences in accounting and capital standards to be submitted pursuant to
Section 37(c) of the Federal Deposit Insurance Act (12 U.S.c. 183In(c)), as amended. Prior to
the agencies' first joint annual report, Section 37(c} required a separate report from each agency.
Since the agencies filed their first reports on accounting and capital differences in 1990, the
agencies have acted in concert to harmonize their accounting and capital standards and eliminate
as many differences as possible. Section 303 of the Riegle Community Development and
Regulatory Improvement Act of 1994 (12 U.S.c. 4803) also directed the agencies to workjoinlly
to make uniform all regUlations and guidelines implementing common statutory or supervisory
policies. The results of these efforts must be "consistent with the principles of safety and
soundncss, statutory law and policy, and the public interest." In recent years, the agencies have
revised their capital standards to address changes in credit and certain other risk exposures within
the banking system and to align the amount of capital institutions are required to hold more
closely with the credit risks and certain olller risks to which they are exposed. These revisions
have been made in a uniform manner whenever possible and practicable to minimize interagency
differences.
While the differences in capital standards have diminished over time, a few differences remain.
Some of the remaining capital differences are statutorily mandated. Others were significant
historically but now no longer affect in a measurable way, either individually or in the aggregate,
institutions supervised by the federal banking agencies. In this regard, the OTS plans to
eliminate two such de minimis differences during 2007 that have been fully discussed in
previous joint annual reports «i) covered assets and (ii) pledged deposits, nonwithdrawable
accounts, and certain certificates), and these differences have been excluded from this annual
report.

In addition to the specific differences in capital standards noted below, the agencies may have
differences in how they apply certain aspects of their rules. These differences usually arise as a
result of case-specific inquiries that have only been presented to one agency. Agency staffs seek
to minimize these occurrences by coordinating responses to the tullest extent reasonably
practicable.
The federal banking agencies have substantially similar capital adequacy standards. These
standards employ a common regulatory framework that establishes minimum leverage and riskbased capital ratios for all banking organizations (banks, bank holding companies, and savings
associations). The agencies view the leverage and risk-based capital requirements as minimum
standards, and most institutions are expected to operate with capital levels well above the
minimums, particularly those institutions that are expanding or experiencing unusual Or high
levels of risk.
The OCe, the FRB, and the FDIC, under the auspices of the Federal Financial Institutions
Examination Council, have developed uniform Reports of Condition and Income (Call Reports)
for all insured commercial banks and state-chartered savings banks. The OTS requires each
OTS-supervised savings association to file the Thrift Financial Report (TFR). The reporting
standards for recognition and measurement in the Call Reports and the TFR are consistent with
U.S. generally accepted accounting principles (GAAP). Thus, there are no significant
differences in regulatory accounting standards for regulatory reports filed with the federal
banking agencies. Only one minor difference remains between the accounting standards of the
OTS and those of the other federal banking agencies, and that difference relates to push-doVle'tl
accounting, as more fully explained below.
Differences in Capital Standards Among lire Federal Banking Agencies

Financial Subsidiaries
The Gramm-Leach-Bliley Act (GLBA) establishes the framework for financial subsidiaries of
banks. I GLBA amends the National Bank Act to permit national banks to conduct certain
expanded financial activities through financial subsidiaries. Section 121(a) of the GLBA (12
U.S.c. 24a) imposes a number of conditions and requirements upon national banks that have
financial subsidiaries, including specifying the trealment that applies for regulatory capital
purposes. The statute requires that a national bank deduct from assets and tangible equity the
aggregate amount of its equity investments in financial subsidiaries. The statute further requires
! A national bank that has a financial subsidiary must satisfy a number of statutory requirements in addition to the
capital deduction and deconsolidation requireme,nts described in the text. The bank (and each of its depository
institution affihatcs) must be well capitalized and wen managed. Asset size restrictions apply to the aggregate
amount of assets of all o-fthe bank's financial subsidiaries. Certain debt rating requirements apply, depending On the
size of the national bank. The national bank is required to maintain policies and procedures to protect the bank from
financial and operational risks presented by the fmandal subsidiary, It is also required to have policies and
procedures to preserve the corporate separateness of the financial subsidiary and the bank's limited liability.
Finally, transactions between the bank and its financial subsidiary generally must comply with the Federal Reserve
Act's (FRA) restrictions on affibate transactions and the financial subsidiary is considered an affiliate of the bank
for purposes of the anti·tying provisions of the Bank Holding Company Act. See 12 U.S.c. § 5136A.
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that the financial subsidiary's assets and liabilities not be consolidated with those of the parent
national bank for applicable capital purposes.
State member banks mar bave financial subsidiaries subject to all of the :>ame restrictions that
apply to national banks. State norunember banks may also have financial subsidiaries, but they
arc subject only to a subset of the statutory requirements that apply to national banks and state
member banks.l Finally, national banks, state member banks, and state norunember banks may
not establish or acquire a financial subsidiary or commence a new activity in a financial
subsidiary if the bank, or any of its insured depository institution affiliates, has received a less
than satisfactory rating as of its most recent examination under the Community Reinvestment
4
Act
The OCC, the FDIC, and the FRB adopted final rules implementing their respective provisions
of Section 121 ofGLBA for national banks in March 2000, for state nonmember banks in
January 2001, and for state member banks in August 2001. GLBA did not provide new authority
to OTS-supervised savings associations to own, hold, or operate financial subsidiaries, as
defined.
Subordinate Organizations Other Than Financial Subsidiaries
Banks supervised by the OCC, the FRB, and the FDIC generally consolidate all significant
majority-owned subsidiaries other than financial subsidiaries for regulatory capital purposes.
This practice assures that capital requirements are related to the aggregate credit (and, where
applicable, market) risks to which the banking organization is exposed. For subsidiaries other
than financial subsidiaries that are not consolidated on a line-for-line basis for financial reporting
purposes, joint ventures, and associated companies, the parent banking organization's investment
in each such subordinate organization is, for risk-based capital purposes, deducted from capital
or assigned to the 100 percent risk-weight category, depending upon the circumstances. The
FRB's and the FDIC's rules also permit the banking organization to consolidate the investment
on a pro rata basis in appropriate circumstances. These options for handling unconsolidated
subsidiaries, joint ventures, and associated companies for purposes of determining the capital
adequacy of the parent banking organization provide the agencies with the flexibility necessary
to ensure that institutions maintain capital levels that are commensurate with the actual risks
involved.

z See 12 U$.c. § 335 (state member banks subject to the "same conditions and limitations" that apply to national
banks that hold financial subsidiaries).
The applicable statutory requirements for state nOfUIlember banks are as foHows, The bank (and each of its
insured depository institution affiliates) must be wen capitalized. The bank must comply with the capital deduction
and deconsoHdation requirements. It must also satisfy the requirements for policies and procedures to protect the
bank from financial and operational risks and to preserve corporate separateness and limited liability for the bank.
Further. transactions between the bank and a subsidiary that wowd be classified as a financial subsidiary generally
are subject to the affiliate transactions restrictions of the FRA. See 12 U.S.c. § 1831 w.
3

, See 12 U.S.c. § 1841(1)(2).
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Under the OTS's capital regulations, a statutorily mandated distinction is drawn between
subsidiaries, which generally are majority-owned, that are engaged in activities that are
permissible for national banks and those that are engaged in activities "impermissible" for
national banks. Where subsidiaries engage in activities that are impermissible for national
banks, the OTS requires the deduction of the parent's investment in these subsidiaries from the
parent's assets and capital. If a subsidiary's activities are permissible for a national bank, that
subsidiary's assets are generally consolidated with those of the parent on a line-for-line basis. If
a subordinate organization, other than a subsidiary, engages in impermissible activities, the OTS
will generally deduct investments in and loans to that organization,5 lfsuch a subordinate
organization engages solely in permissible activities, the OTS may, depending upon the nature
and risk of the activity, either assign investments in and loans to that organization to the
100 percent risk-weight category or require full deduction of the investments and loans,
Collateralized Transactions
The FRB and the OCC assign a zero percent risk weight to claims collateralized by cash on
deposit in the institution or by securities issued or guaranteed by the U.S, Government,
U,S, Government agencies, or the central governments of other countries that are members of the
Organization for Economic Cooperation and Development (OECD). The oce and the FRB
rules require the collateral to be marked to market daily and a positive margin of collateral
protection to be maintained daily. The FRB requires qualifying claims to be fully collateralized,
while the OCC rule permits partial collateralization,
The FDIC and the OTS assign a zero percent risk weight to claims on qualifying securities firms
that are collateralized by cash on deposit in the institution or by securities issued or guaranteed
by the U.S. Government, U.S, Government agencies, or other OECD central governments, The
FDIC and the OTS accord a 20 percent risk weight to such claims on other parties,
Noncumulative Perpetual Preferred Stock
Under the federal banking agencies' capital standards, noncumulative perpetual preferred stock
is a component of Tier 1 capital. The capital standards ofthe oee, the FRB, and the FDIC
require noncumulative perpetual preferred stock to give the issuer the option to waive the
payment of dividends and to provide that waived dividends neither accumulate to future periods
nor represent a contingent claim on the issuer.
As a result of these requirements, if a bank supervised by the oce, the FRB, or the FDIC issues
perpetual preferred stock and is required to pay dividends in a form other than cash, e,g" stock,
when cash dividends are not or cannot be paid, the bank does not have the option to waive or
eliminate dividends, and the stock would not qualify as noncwnulative. If an OTS-supervised
savings association issues perpetual preferred stock that requires the payment of dividends in the
form of stock when cash dividends are not paid, the stock may, subject to supervisory approval,
qualify as noncumulative,

5

See 12 CFR § 559,2 for the OTS's definition of subordinate organization,
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Equity Securities of Government-Sponsored Enterprises
The FRB, the FDIC, and the OTS apply a 100 percent risk weight to equity securities of
govennnent-sponsored enterprises (GSEs), other than the 20 percent risk weighting of Federal
Home Loan Bank stock held by banking organizations as a condition of membership. The OCC
applies a 20 percent risk weight to all GSE equity securities.
Limitation on Subordinated Debt and Limited-Life Preferred Stock
The OCC, the FRB, and the FD IC limit the amount of subordinated debt and intermediate-term
preferred stock that may be treated as part of Tier 2 capital to 50 percent of Tier 1 capital. The
OTS does not prescribe such a restriction. The OTS does, however, limit the amount of Tier 2
capital to 100 percent of Tier 1 capital, as do the other agencies.
In addition, for banking organizations supervised by the OCC, the FRB, and the FDIC, at the
beginning of each of the last five years of the life of a subordinated debt or limited-life preferred
stock instrument, the amount that is eligible for inclusion in Tier 2 capital is reduced by
20 percent of the original amount of that instrument (net of redemptions). The OTS provides
thrifts the option ofusing either the discounting approach used by the otber federal banking
agencies, or an approach which, during the last seven years of the instrument's life, allows for
the full inclusion of all such instruments, provided that the aggregate amount of such instruments
maturing in anyone year does not exceed 20 percent ofthe thrift's total capital.
Tangible Capital Requirement
Savings associations supervised by the OTS, by statute, must satisfy a 1.5 percent minimum
tangible capital requirement. Other subsequent statutory and regulatory changes, however,
imposed higher capital standards rendering it unlikely, ifnot impossible, for the 1.5 percent
tangible capital requirement to function as a meaningful regulatory trigger. This statutory
tangible capital requirement does not apply to institutions supervised by the OCC, the FRB, or
the FDIC.
Market Risk Rules
In 1996, the OCC, the FRB, and the FDIC adopted rules requiring banks and bank holding
companies with significant exposure to market risk to measure and maintain capital to support
that risk. The OTS did not adopt a market risk rule because no OTS-supervised savings
association engaged in the threshold level of trading activity addressed by the other agencies'
rules. As the nature of many savings associations' activities has changed since 1996, market risk
has become an increasingly more significant risk factor to consider in the capital management
process. Accordingly, the OTS has joined the other agencies in proposing a revised market risk
rule. 6

'71 FR 55958 (September 25, 2006).
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Differences in Accounting Standards Among the Federal Banking Agencies
Push-Down Accounting
Push-down accounting is the establislunent of a new accounting basis for a depository institution
in its separate financial statements as a result oftbe institution becoming substantially wholly
owned. Under push-down accounting, when a depository institution is acquired in a purchase,
yet retains its separate corporate existence, the assets and liabilities ofthc acquired institution are
restated to their fair values as of the acquisition date. These values, including any goodwill, are
reflected in the separate financial statements of the acquired institution, as well as in any
consolidated financial statements oflhe institution's parent.
The OCC, the FRB, and the FDIC require the use of push-down accounting for regulatory
reporting purposes when an institution's voting stock becomes at least 95 percent owned by an
investor or a group of investors acting collaboratively. This approach is generally consistent
with accounting interpretations issued by the staff of the Securities and Exchange Commission.
The OTS requires the use of push-down accounting when an institution's voting stock becomes
at least 90 percent owned by an investor or investor group.
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Board of Governors of the Federal Reserve System
Federal Deposit Insurance Corporation
Omce oUhe Comptroller ofthe Currency
Omce of Thrift Supervision

April 4, 2008
The Honorable Barney Frank
Chainnan
Committee on Financial Services
House of Representatives
Washington, D.C. 20515
Dear Mr. Chainnan:
The Board of Governors of the Federal Reserve System (Federal Reserve Board),
the Federal Deposit Insurance Corporation (FDIC), the Office of the Comptroller of the
Currency (OCC), and the Office of Thrift Supervision (arS) (collectively, the agencies)
are submitting this joint report to Congress as required by Section 305 of the Riegle
Community Development and Regulatory Improvement Act. This is the twelfth
interagency report submitted under that section. The agencies submitted the eleventh
report to Congress in April 2007.
The agencies remain committed to the mandate of Section 305 to improve the
coordination of examinations and supervision of institutions that are subject to multiple
regulators. The basic principles governing these activities are set forth in the Interagency
Policy Statement on Examination Coordination, issued in 1993. As indicated in previous
Section 305 reports, the agencies place high priority on working together to identify and
reduce regulatory burden and on coordinating supervisory activities, not only with each
other and state supervisors, but also with United States securities regulators, state
insurance regulators, and foreign financial institution supervisors.

Mechanisms to Coordinate Supervision
The agencies, in conjunction with state supervisors, have a number of fonnal and
infonnal mechanisms to foster continued coordination in examining and supervising
banking organizations.
Federal Financial Institutions Examination Council
The Federal Financial Institutions Examination Council (FFIEC) is a legislatively
established body responsible for promoting unifonn supervisory policies and establishing
unifonn principles, standards, and report fonns for examinations of depository institutions.
The member agencies of the FFIEC are the agencies and the National Credit Union
Administration (NCUA). As the result oflegisiation in 2006, the Chair of the FFIEC State
Liaison Committee serves as a sixth member of the FFIEC. Through its State Liaison

Committee, the FFIEC serves as an important forum for dialogue between federal and state
supervisory agencies.
To foster interagency cooperation, the FFIEC has estahlished interagency task
forces on consumer compliance, examiner education, infonnation sharing, regulatory
reports, surveillance systems, and supervision. These task forces share infonnation and
coordinate activities on a wide range of supervisory issues.
Joint Supervisory Training Courses and Conferences
The FFIEC's Examiner Education Office offers a variety of schools, conferences,
and workshops for the agencies' examiners. These courses are also made available to
examiners from the state supervisory agencies. A listing of course offerings and schedules
is available on the FFIEC's website at http://www.ffiec.gov/examleducation.httn.
Offerings in 2007 included:
•

•

•

•

•

•

Anti-Money Laundering (AML) Workshops, which allow examiners to maintain
up-to-date knowledge oflaws and regulations, including the Bank Secrecy Act
(BSA), USA PATRIOT Act, and Office of Foreign Assets Control (OFAC)
sanctions programs. Fourteen sessions were held in 2007 and featured guest
speakers from the Financial Crimes Enforcement Network (FinCE:t\'), the Federal
Bureau of Investigation, and OFAC.
An Advanced BSAIAML Specialists Conference that is designed to provide
continuing education to BSA compliance specialists and focuses on advanced
BSAIA.ML topics and emerging supervisory issues related to higher risk
institutions, products, services, customers, and geographic locations. The first
conference was held in August 2007 and now will be held annually.
Financial Crimes Seminars that provide commissioned examiners with a higher
level of knowledge of fraudulent schemes and insider abuse. Three seminars were
held in 2007.
An advanced credit curriculum comprised ofthree separate schools that provided
examiners with intensive training in cash flow concepts and credit analysis.
Two International Banking Schools held for examiners who have supervisory
responsibilities for regional or multinational financial institutions that are actively
engaged in international banking activities and U.S. branches and agencies of
foreign institutions.
An Infonnation Technology (IT) Symposium for senior IT examiners to discuss
significant, current, or emerging issues related to infonnation technology, to
consult with external subject matter experts, and to develop recommendations for
institutions, service providers, or examiners to address those issues.
An annual IT Conference for middle and senior level IT examiners. The 2007
conference focused on infonnation security issues such as data protection, customer
authentication, identity theft, risk assessment, and network security. Pandemic
planning efforts were also studied, along with emerging technologies such as
remote deposit capture and wireless banking.
An annual Asset Management Forum held for examiners and specialists involved in
supervising financial institution trust and asset management activities.
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•

•

•

•

•

•

A Payments System Risk Conference that addressed the risks involved in emerging
and existing payment systems, the means used to minimize these risks, and the
methods of evaluating these risks in the examination process.
A Capital Markets Conference held for those examiners who must integrate the
risks inherent in capital markets activities into the overall risk profile of an
institution during an examination or review of the institution. Two conferences
were held in 2007. In addition, a Capital Markets Specialists conference was held
to update examiners specializing in capital markets examination activities.
A Community Financial Institutions Lending Forum that addressed credit-related
issues affecting financial institutions whose asset size is under $1 billion. The
training is intended to heighten examiner awareness and increase knowledge
regarding important or emerging credit-related topics confronting the financial
institution and regulatory communities.
A Real Estate Appraisal School that provided examiners with the knowledge and
skills required to review a commercial real estate appraisal and to determine
compliance with agency appraisal regulations and the standards in the Uniform
Standards of Professional Appraisal Practice.
A Testifying School designed for commissioned examiners who will testify within
three months of completion of the program. In the two sessions in 2007,
participants learned to present findings as an expert witness through depositions
and in-court testimony.
An internet-based tutorial, which provided an update on the FedLine Advantage
(FLA) communications platform and discussed the revised FLA Funds Transfer
Examination Work program for the state supervisory agencies, as well as the
FFIEC member agencies, the Farm Credit Administration, and the Federal Housing
Finance Board.

The agencies sponsor other conferences to discuss emerging supervisory concerns.
For example, the agencies' chief accountants sponsor an annual conference to discuss
emerging accounting and auditing issues with the agencies' examiners and accounting
staff. The 2007 conference, attended by approximately 375 participants, included
discussions on fair value accounting, internal controls, and accounting for impaired assets,
as well as updates from the Securities and Exchange Commission (SEC), the Financial
Accounting Standards Board (FASB) and the Public Company Accounting Oversight
Board (PCAOB). The agencies also offered five Basel II Advanced Measurement
Approaches (Ac.\1A) Operational Risk seminars (three domestically and two for
international supervisors), attended by 102 U.S. examiners involved in supervising large
complex [mandal institutions that will be subject to the advanced approaches under the
Basel II Capital Accord. The seminars addressed the challenges of capital quantification
associated with operational risk, industry progress and the range of practice, and
supervisory processes for evaluating implementation efforts. The international seminars
were provided to approximately 45 supervisors from 20 countries.
In October 2007, the second Interagency Consumer Complaints Conference was
attended by approximately 200 participants, including representatives from eleven slate
banking departments. The agencies convened this conference to discuss financial
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institution regulatory issues affecting consumers, to determine more effective means for
sharing complaint information among the agencies, and to identify best practices for
enhancing the agencies' interaction with the public. The agencies have agreed to hold such
conferences regularly to discuss issues that are common among the agencies. The next
conference will be held in April 2009.
Common Reporting Forms and Examination Tools
The agencies routinely collaborate on and adopt common reporting forms and
examination tools, with a goal of streamlining and reducing burden where possible. For
example, the agencies use interagency forms with respect to filings under the Bank Merger
Act and the Change in Bank Control Act In addition, the FDIC, OCC, and OTS have
adopted a common form for granting deposit insurance and federal charters.
The FDIC, Federal Reserve Board, and state supervisory agencies have an
automated examination support system that includes a common risk-focused supervision
framework and loan review tooL Similarly, the agencies, in partnership with the
Conference of State Bank Supervisors (CSBS), have developed a standardized electronic
loan file format that examiners can use to facilitate community and mid-size bank safety
and soundness examinations. The Federal Reserve, in consultation with the other FFIEC
agencies, revised the FLA Funds Transfer Examination Work program and made it
available to the state supervisory agencies, as well as to the FFIEC member agencies.
Supervisory In/ormation Sharing and Coordination
To the extent possible, the agencies build upon each other's supervisory reviews
and databases to minimize regulatory burden. The agencies routinely share reports of
examination, inspection reports, and other agency-institution communications. The
agencies also provide each other with access to their organizations' structural, financial,
and supervisory information. Meetings and discussions take place among the agencies
throughout the year, and when appropriate, the agencies hold joint meetings with
institutions involving matters of mutual interest This approach extends to periodic
coordinated reviews or examinations where a business activity is conducted across legal
entities.
The agencies extensively coordinate their supervision oflarge, complex entities to
reduce duplication of effort and minimize regulatory burden. To ensure effective
coordination, the agencies: (1) share institution risk profiles and other supervisory
information regarding the entities they supervise; (2) exchange information on proposed
examination and supervisory activities for the coming year; and (3) coordinate the planning
and execution of those activities to minimize or eliminate overlap or duplication.
As discussed more fully in the "Other 2007 Accomplishments" section of this
report, the agencies closely collaborated in their efforts to monitor and respond to the
recent turmoil in the mortgage and credit markets. These efforts have included periodic
meetings among the agencies' senior supervisory staffs to share information on conditions
in key market sectors and about financial institutions, to identify potential issues, and to
coordinate regulatory responses. Similarly, the agencies' examination staffs are
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coordinating efforts on various information requests, as appropriate, so as to obtain needed
information with the least amount of burden.
Tbe FFlEC's Task Force on Information Sharing serves as a vehicle to enhance and
improve the exchange of electronic information among the agencies. This group is
responsible for establishing principles that protect the privacy, security, and integrity of
shared information. It also oversees the development of data management standards to
improve consistency and encourages the development of compatible technical architectures
among the agencies to ensure that information can be shared efficiently.
The FFlEC's Task Force on Consumer Compliance oversees the agencies'
collection, processing, and dissemination of information collected pursuant to the Home
Mortgage Disclosure Act (HMDA) and Community Reinvestment Act (CRA).
The FDIC, Federal Reserve, and state bank supervisors continue to coordinate their
efforts via a protocol for the prudential supervision of state-chartered banks. Under this
protocol, the home state supervisor and appropriate federal regulator coordinate the
supervision of interstate state-chartered banks to ensure a risk-focused process and to
reduce regulatory burden. The OTS works closely with individual state supervisors to
coordinate the supervision and examination of state savings institutions.
The agencies have executed memoranda of understanding (MOUs) regarding the
sharing of confidential supervisory information with state insurance regulators in order to
allow the agencies to rely, to the fullest extent possible, on the functional regulators of
insurance activities, pursuant to mandates established in the Gramm-Leach-Bliley Act.
The agencies have exercised their authority under these MOUs in the context of the
supervision of institutions with regulated insurance entities.

Emergency Preparedness and Response
As noted in previous years, through the FFlEC's Task Force on Supervision, the
agencies have established a protocol for supervisory communications to be used in
emergency situations, the FFlEC Supervisory Emergency Communications ProtocoL This
protocol is updated quarterly and tested at least annually with key supervisory personnel to
ensure its ongoing effectiveness. The protocol was recently enhanced to include
information that would facilitate coordination during a pandemic event.
The agencies, together with other federal and state financial regulators, are
members of the Financial Banking Information Infrastructure Committee (FBIlC), which
was formed to address and coordinate issues related to the security and resilience of the
U.S. financial sector. From September 24 through October 12, the FBIlC and the
Financial Services Sector Coordinating Council (FSSCC), an organization of financial
services trade associations and individual firms, conducted a pandemic flu exercise for the
financial services sector in the United States. Objectives of this exercise were to erthance
the understanding of systemic risks to the sector, to provide an opportunity for firms to test
their pandemic plans, and to examine how the effect of a pandemic flu on other critical
infrastructures could impact the financial services sector. A total of2,775 organizations
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registered for the exercise, of which approximately 62 percent were banks, thrifts, and
credit unions. The FFIEC as well as the individual agencies publicized the test to
encourage participation, which was voluntary. Organizations conducted the exercise
anonymously from their own locations through electronic mail a.'ld a secure website.
Nearly all of the participating institutions identified opportunities to improve their
contingency plans for a pandemic.
The FFIEC's Task Force on Supervision formed a Pandemic Working Group in
2006 to help coordinate planning and supervisory efforts that may be needed during a
pandemic event. The Working Group engaged in several projects designed to help the
agencies prepare for supervision through a pandemic event. In February 2007, the
Working Group hosted a tabletop exercise with the Task Force and in December, issued
guidance for use by financial institutions in identifYing the continuity planning that should
be in place to minimize the potential adverse effects of a pandemic event. This guidance
expands upon the Interagency Advisory on Influenza Pandemic Preparedness issued in
March 2006. The guidance was also incorporated into an update of the FFIEC Business
Continuity Planning Handbook for use by examiners and the industry. The Handbook,
which is greatly expanded from the 2003 version, was published in March 2008.

Other Coordinated Supervisory Activities
Where applicable, the agencies coordinate their supervisory activities related to
insurance, securities, and banking businesses with functional regulators, such as the SEC
and state insurance regulators. Periodic cross-sector meetings with representatives of the
agencies, the SEC, state banking, insurance, and securities supervisors, and the
Commodity Futures Trading Commission (CFTC) are held to identify areas that may
require supervisory attention and coordination. For example, the OCC, FDIC and Federal
Reserve have been working with the SEC and other international regulators to improve the
trade and settlement processing systems that support the global derivatives market. In
addition, in November 2007, the Federal Reserve and SEC issued their joint final rule that
implements the bank broker provisions of the Grarnrn-Leach-Bliley Act (GLBA). In
developing the final rules, the SEC and the Federal Reserve consulted with the OCC,
FDIC, and OTS.
The agencies, together with FinCEN and OF AC, and the CSBS, are fully
committed to preventing the inappropriate use ofthe tinancial system by criminals and
terrorists. Under the auspices of the FFIEC's BSNA.t\1L Working Group, the agencies,
NCUA, FinCEN, OFAC, and the CSBS collaborated in the development ofthe FFIEC's
BSNAML Examination Manual, which was initially released in 2005. In 2007, the
manual was updated to further clarify supervisory expectations, incorporate new regulatory
issuances, and respond to industry requests for additional guidance. The agencies
continued to share information with FinCEN under the interagency MOU that was
finalized in 2005, and with OFAC under the interagency MOU that was finalized in 2006.
An interagency BSA Enforcement Policy statement, which complements the FFIEC
BSNAML Examination Manual, was developed and issued in 2007. The statement was
designed to promote consistency among the agencies with regard to BSA -related
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enforcement decisions, and to make standards used by regulators in such cases more
transparent.
In addition, the agencies participate ill other BSAIAML interagency forums" The
Bank Secrecy Act Advisory Group is a public-private partnership devoted to evaluating all
BSA matters and exchanging information and recommendations for making the reporting
requirements more efficient. Members include representatives from the agencies, FinCEN,
federal and state law enforcement agencies, self-regulatory organizations, some state
regulatory agencies, and members of the financial services industry subject to BSA
regulation, including trade groups and practitioners representing the industry. Through this
partnership, the agencies will continue to conduct outreach to obtain input for future
updates of the FFIEC BSAlA!M:L Examination Manual.
Insurance specialists from the agencies communicate regularly on an interagency
basis with staff of the National Association of Insurance Commissioners, the organization
that supports the insurance regulatory officials of the 50 states, the District of Columbia,
and the five U.S. territories, on topics of mutual interest to the agencies and state insurance
regulators.
International Supervision Coordination
The agencies participate on a number of international supervisory groups, including
the Basel Committee on Banking Supervision (BCBS), and the Joint Forum of banking,
securities, and insurance regulators, which promote more consistent and uniform
supervision of internationally active financial services firms. These groups have a number
of work streams underway to evaluate lessons learned and to assess whether additional
policy actions are needed in response to recent market events. The agencies also
participate in the Association of Supervisors of Banks of the Americas (ASBA), which
promotes international standards for effective banking supervision in the Americas region.

The agencies provide training for staff and officials from non-U.S supervisory
authorities and foreign central banks. During the year, the agencies offered training
courses exclusively for foreign supervisory authorities in Washington, D.C. and in a
number of foreign jurisdictions. Staff at the agencies also took part in technical assistance
and training missions led by the International Monetary Fund, the World Bank, the Asian
Development Bank, the BCBS, the Financial Stability Institute, South East Asian Central
Banks Research and Training Center (SEACEN) and ASBA. This training was
concentrated in Latin America, Asia, the Middle East and North Africa, and Eastern
Europe.
In support of the United States Partnership for Financial Excellence in the MiddJe
East and North Africa (MENA), the agencies worked with the U.S. Treasury Department,
the U.s. State Department, and the U.s. Agency for International Development to design
and deliver training programs aimed at improving banking supervision in the MENA
region. Additionally, through the Treasury Department, the agencies participated in the
Third United States - Middle East & North Africa Private Sector Dialogue Conference in
the United Arab Emirates and the US-LA Private Sector Dialogue Conference, in
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Colombia, with the primary focus of addressing global money laundering risks and related
controls and risk mitigants.
agencies also supported training activities delivered under the Asia Pacific
Economic Cooperation Financial Regulators Training Initiative, which was launched by
the Treasury Department shortly after the Asian crisis. Administrative and funding support
for this initiative is provided by the Asian Development Bank. Also, the agencies have
supported the State Department through the Terrorist Finance Working Group by
providing training for foreign supervisors and technical assistance to designated countries
related to money laundering and terrorist financing risks.
Federal and state supervisory agencies coordinate the supervision of U.S.
operations offoreign banking organizations through the Foreign Banking Organizations
Supervision Program, which involves extensive interagency information sharing and
supervisory collaboration. In addition, staffs at the agencies participate in an annual
interagency international supervision conference. The annual conference brings together
senior supervisors from across the agencies to discuss emerging international supervisory
developments, as well as the implications of these developments on the supervisory
strategies for the U.s. operations of internationally active financial institutions and the
international operations of U.S. banking organizations.
The agencies also coordinate with numerous foreign regulatory authorities in the
supervision of internationally active companies and, when appropriate, jointly enter into
multilateral statements of cooperation with foreign bank supervisors. For example, the
agencies are working closely with foreign supervisors to coordinate homeihost issues
associated with the implementation of the Basel II Capital Accord and in monitoring and
assessing the potential effects that recent market disruptions may have on global financial
institutions and market operations.
The agencies represent the United States annually at an international information
sharing conference focused on technology risks and risk management practices. The 2007
Information Technology Supervisors Group (ITSG) Conference convened in Toronto,
Canada, and included financial institution supervisory agencies from sixteen countries.
Discussion topics included information security, outsourcing, IT auditing, pandemic event
planning, and Basel II AMA for operational risk preparedness.
Formal Joint Examination Programs
In addition to the coordination mechanisms discussed above, the agencies also have
three formal joint examination programs that allow them to leverage and share examination
resources and provide consistent supervisory evaluations of activities that often cut across
financial institutions.

Shared National Credit Program
The Shared National Credit (SNC) prognun is a joint effort of the FDIC, Federal
Reserve Board, OCC, and the OTS as an assisting agency to collaborate on reviewing large
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syndicated loans held by multiple banks. The SNC program reviews selected borrowers
using interagency teams to avoid duplicate reviews of the same credit and to ensure
consistent treatment The agencies release to the public aggregate statistical data from the
SNC program, which provides a unique perspective on credit quality trends in the banking
industry. In 2007, this program covered 7,686 credits totaling $2.3 trillion in credit
commitments to 5,264 borrowers.
The agencies implemented an enhanced salnpling methodology beginning with the
2003 SNC review process. The goal ofthis methodology was to promote efficiency and
effectiveness through a more focused, risk-based review of SNCs. The immediate impact
has been a decrease in the number of facilities selected for examiner review as well as a
reduced dollar amount of SNCs reviewed. This has resulted in a significant reduction in
the overall cost and burden of the SNC program.
The agencies are continuing their work on a SNC modernization initiative to
standardize the SNC data collection process, expand SNC data collected from large
reporting institutions, apply advanced credit risk benchmarking techniques for common
SNC borrowers/portfolios, and provide reporting banks with feedback on their commonly
held SNC portfolios. A Notice for Public Comment on SNC Modernization was published
in the Federal Register on December 20,2004. Final specifications and related
procurement and development activities are planned for 2008.
1l1ulti-Regional Data Processing Servicer and Shared Application Software Review
Programs
Under the auspices of the FFIEC's IT Subcommittee of the Task Force on
Supervision, the FFIEC member agencies administer two joint programs that support the
assessment of the technology environment for institutions that I) outsource their
technology services and automated processing activities, or 2) rely on off-the-shelf
applications to run their core banking systems. Examinations of service providers under
the Multi-Regional Data Processing Servicer (MDPS) program are coordinated on a
national level and target organizations considered by the agencies to present the most risk
to the financial system due to the mission-critical nature of their services and the breadth of
their client base, or because a provider processes work from operations over a sufficiently
diverse gecgraphic footprint.

Conducting the service provider examinations jointly is a more efficient and
effective utilization of the agencies' IT examiners. In an effort to enhance the agencies'
risk-focused supervisory approach for examining the providers in the MDPS program, the
IT Subcommittee sponsored an Interagency MDPS Supervisory Strategy Meeting in both
2006 and 2007. Examiners assigned to each MDPS entity across the agencies
collaboratively assess each firm's key risks and discuss appropriate supervisory responses.
The result is a risk-focused exam approach for each firm that addresses its unique risk
profile while promoting consistency of supervision across the MDPS firms. Given the
initial positive results, the agencies are planning a 2008 meeting and expect to continue
holding annual meetings.
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In 2007, the IT Subcommittee also conducted a member agency-based survey on
the foreign-based outsourcing activities of supervised financial institutions. The survey
information provided all FFIEC agencies with current data on the financial institutions that
voln,"'" and
outsourcing activities.

The Shared Application Software Review program provides a tool for the agencies
to review and share assessments of mission-critical software systems and applications,
such as wire transfers, capital markets, loans, deposits, and general ledger systems that are
used by a large number of financial institutions. These assessments are designed to reduce
the time and resources needed to examine mission-critical processing activities at each of
the user financial institutions.
Interagency Country Exposure Review Committee (lCERC)
The FDIC, Federal Reserve Board, and OCC formed ICERC in 1979 to ensure
consistent treatment ofthe transfer risk associated with financial institutions' foreign
exposures to public and private sector entities. The OTS joined ICERC in 2006 as an
observing non-voting agency. New York State banking regulators also regularly attend the
annual ICERC meeting.

At their October 2007 ICERC meeting, the agencies approved changes to the
ICERC procedures and rating systems that would make the supervision of cross-border
exposures more efficient and risk-focused. Such changes maintain strict regulatory
attention to areas of transfer risk, but now also include discussions of regional and global
macro trends that might indicate future areas of risk. ICERC continues to determine the
appropriate classification and level of reserves for countries that are in default. ICERC
decisions and analytical write-ups are used by the agencies to help examination teams
assess individual institutions' cross-border risk.
Other 2007 Accomplishments
Throughout 2007, the agencies continued their efforts to coordinate examination
and supervisory activities and to reduce unnecessary regulatory burden. In addition to
those programs and efforts already noted in this report, highlights of the agencies' other
2007 efforts are outlined below.
Initiatives to Promote Sound Lending Practices and Respond to Recent Credit lYlarket
Events
As noted in the last two previous reports, the agencies undertook efforts starting in
2005 to address concerns about weakening underwriting standards and inadequate risk
management practices for certain residential and commercial real estate lending products.
These efforts cuhninated in the issuance of final interagency guidance on home equity
lending in May 2005, on nontraditional mortgage products in September 2006, and on
concentrations in commercial real estate lending in December 2006.
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Continued weaknesses in the U.S. housing and mortgage markets, manifested in
increased residential mortgage delinquencies and foreclosures and attendant fallout in
various capital market instruments such as structured debt obligations, have been a major
concern
for
throughout the past year. The agencies have actively
worked with Congressional leaders, other regulators, and industry and community groups
to address these problems.
The agencies published for comment a proposed Statement on Subprime Mortgage
Lending in March 2007 and issued Enal guidance in June to address risk management
practices and consumer disclosures related to certain subprime adjustable rate mortgage
(ARM) products. These products generally reset following an initial "teaser" rate, have
high (or no) payment or rate caps, have substantial prepayment penalties, or have features
likely to result in frequent refinancing to maintain affordable monthly payments. The
subprime statement applies to all depository institutions, their subsidiaries, and nondepository affiliates, but not to state-regulated independent mortgage companies. Because
non-federally regulated lenders are major originators of subprime mortgages, the agencies
coordinated the development of the statement with the CSBS, which also has endorsed
adoption of the subprime statement by the States.
As in the agencies' 2006 guidance on nontraditional mortgage products, the
subprime statement specifies that an institution's analysis of a borrower's repayment
capacity should include an evaluation of the borrower's ability to repay the debt by its final
maturity at the fully indexed rate, assuming a fully amortizing repayment schedule. The
statement also emphasizes the additional risks that these products can pose to an institution
and a borrower when combined with other risk layering features, such as simultaneous
second lien mortgages and little or no documentation of the borrower's income or assets.
The statement underscores that communications with consumers, including
advertisements, oral statements, and promotional materials, should provide clear and
balanced information about the relative benefits and risks of the products. This
information should be provided in a timely manner to assist consumers in their product
selection process, not only upon submission of an application or at consummation of the
loan.
Thtoughout 2007, the agencies encouraged lenders and mortgage servicers to
appropriatel y work with mortgage borrowers who may be facing difficulties. In April
2007, the agencies issued an interagency Statement on Working with Mortgage Borrowers
to encourage financial institutions to work constructively with borrowers who are
financially unable to make their contractual payment obligations on their home loans. This
interagency statement does not limit the terms of specific workout arrangements and
recognizes that they can vary widely based on the borrower's specific circumstances. The
agencies advised that institutions that follow prudent underwriting practices when
engaging in workouts would not be criticized by the agencies for pursuing reasonable
arrangements with borrowers. The statement also noted that lenders may receive favorable
Community Reinvestment Act (CRA) consideration for programs that transition low- and
moderate-income borrowers from higher cost loans to lower cost loans, provided that the
loans are made in a safe and sound manner. The CSBS issued a similar statement.
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The agencies also worked closely with the SEC, the F ASB, and the American
Securitization Forum to explore and clarify actions that mortgage servicers can take to
assist horrowers whose mortgages have been securitized and sold to third party investors.
Also a
of forums, hosted by the FDIC, were held with
and market
participants to highlight and discuss these issues. Following these efforts, in September
2007, the agencies and the CSBS issued a statement encouraging federally regulated
financial institutions and state-supervised entities that service securitized residential
mortgages to pursue strategies to mitigate losses while preserving homeownership to the
extent possible and appropriate. The statement encourages servicers of securitized
mortgages to review the governing documents for the securitization trusts to determine the
full extent of their authority to restructure loans that are delinquent, in default, or are in
imminent risk of default. The governing documents may allow servicers to proactively
contact borrowers at risk of default, assess whether default is reasonably foreseeable, and,
if so, apply loss mitigation strategies designed to achieve sustainable mortgage obligations.
In December 2007, the OTS hosted a National Housing Forum that brought
together regulatory agencies and some of the nation's foremost housing and economic
experts to discuss the most significant current housing finance issues. The all-day event,
attended by approximately 300 participants, featured panel discussions on: the outlook for
the U.S. housing market and its potential effect on financial institutions; challenges and
risks in the home mortgage market; consumer protection issues, including the growing
problem of foreclosures; and the effect of capital markets on housing finance. The
agencies will continue to work with lenders, community groups and members of Congress
in the months ahead to address these issues.
In addition to these policy efforts, the agencies' examination staffs are coordinating
supervisory efforts to address other related issues that may have a broad impact on the
industry, including various accounting, disclosure, valuation, capital and liquidity issues.

Pilot Projects to Improve Supervision o/Subprime Mortgage Lenders
In July 2007, the Federal Reserve Board, the OTS, the Federal Trade Commission
(FTC), the CSBS, and the American Association of Residential Mortgage Regulators
announced a pilot project to conduct targeted consumer-protection compliance reviews of
selected non-depository lenders with significant mortgage operations. The pilot will focus
on non-depository subsidiaries of bank and thrift holding companies, as well as mortgage
brokers doing business with, or working for these entities. Additionally, the states will
conduct coordinated examinations of independent state-licensed subprime lenders and their
associated mortgage brokers.
Revisions to Risk-Based Capital Standards
The agencies work together closely to discuss and coordinate complex capital
rulings, interpretations, and initiatives. During 2007, the agencies continued their
implementation of the advanced approaches under the Basel II Capital Accord, issued in
final form by the BCBS in June 2006. As reported last year, the agencies issued a notice
of proposed rulemaking in September 2006 to implement the Basel II advanced
approaches. In December 2006, the agencies issued a notice of proposed rulemaking with

several revisions to the existing U.S. risk-based capital rules (Basel V\ proposal). The
comment period for both of these initiatives ended on March 26, 2007.
Over most of 2007, the agencies focused on issuing a final rule related to the Basel
II advanced approaches. That final rule was published in the Federal Register on
December 7,2007. Institutions may begin transitioning to the new rules after they adopt
an implementation plan and have systems that comply with the final rule's qualification
requirements. In January 2008, the agencies published for approval by the Office of
Management and Budget, final reporting requirements and reporting templates for
institutions that will be adopting the Basel II advanced approaches.
The agencies decided not to finalize the Basel IA proposal and have agreed,
instead, to issue a new notice of proposed rulemaking that would implement the
standardized approach under Basel II.
Accounting and Audit Initiatives and Guidance
The agencies recognize the importance of high quality accounting and auditing
standards to the continued safe and sound operation of insured depository institutions and
work closely with the SEC, the FASB, the International Accounting Standards Board
(V\SB), the American Institute of Certified Public Accountants (AICPA), the PCAOB, and
the International Auditing and Assurance Standards Board (V\ASB) on matters of mutual
interest. The agencies routinely collaborate on supervisory guidance to address safety and
soundness concerns that arise from accounting and auditing matters. The agencies also
work together to provide commentary on proposals by the various accounting and auditing
standards setters that may have a significant impact on the banking industry. The agencies
are working closely with the SEC and the FASB on various issues related to the recent
market disruptions, including various interpretations and application of guidance related to
mortgage loan servicing agreements, fair value measurement in illiquid markets, and
accounting for asset-backed commercial paper and structuted financial instruments.
Initiatives to Enhance Consumer Disclosures and Safeguards
The agencies continued their work to improve financial disclosures to consumers.
In May 2007, the agencies issued final illustrations of consumer information intended to
help institutions implement the consumer protection portion of the nontraditional mortgage
guidance. The consumer protection section of the guidance sets forth recommended
practices to ensure that consumers have clear and balanced information about
nontraditional mortgages before choosing a mortgage product or before selecting a
payment option for an existing mortgage.
In August 2007, the agencies issued proposed illustrations of consumer information
for certain ARr\<f products described in the agencies' subprime mortgage lending statement.
The subprime statement recommends that communications ensure that consumers have
clear, balanced, and timely information about the relative benefits and risks of certain
.A.RiYf products. The illustrations are intended to assist institutions in providing this
information.
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In March 2007, the FFlEC agencies, in conjunction with the CFTC, the SEC, and
the FTC, issued for comment a proposed model privacy form that financial institutions
could use for their privacy notices to consumers as required under the GLBA.
In 2007, the agencies also closely coordinated rulemaking efforts under the Fair
and Accurate Credit Transaction Act of 2003 to enhance the ability of consumers to
combat identity theft, to increase the accuracy of consumer reports, and to allow
consumers to exercise greater control over the type and amount of certain marketing
solicitations they receive. The late 2007 rulemakings made by the FFlEC agencies and, in
some cases, made with the FTC, are as follows:

•

Final rules on identity theft "red flags." The new rules require each financial
institution and creditor that holds any consumer account, or other account for which
there is a reasonably foreseeable risk of identity theft, to develop and implement an
Identity Theft Prevention Program for combating identity theft in connection with
new and existing accounts.

•

Proposed rules and guidelines for ensuring the accuracy and integrity of
information furnished to consumer reporting agencies. The proposed rules also
would identify the circumstances when an entity would be required to investigate a
dispute concerning the accuracy of certain consumer report information, based on a
direct request of a consumer.

•

Final rules requiring credit and debit card issuers to develop policies and
procedures to assess the validity of a request for a change of address that is
followed closely by a request for an additional or replacement card. The agencies
also issued final rules requiring users of consumer reports to develop reasonable
policies and procedures to apply when they receive a notice of address discrepancy
from a consumer reporting agency.

•

Final rules that provide consumers with an opportunity to "opt out" before a
financial institution uses information provided by an affiliated company to make
certain marketing solicitations about its products and services to the consumer.

In other consumer protection activities, in September 2007, the FFlEC agencies
issued for comment a proposed statement encouraging financial institutions to follow best
practices to protect federal benefit payments from garnishment orders. The proposed
guidance was developed to encourage financial institutions to have policies and procedures
in place with respect to handling garnishment orders and sets forth best practices, including
procedures designed to expedite notice to the consumer of the garnishment process and
release of funds to the consumer as quickly as possible.

The agencies encourage financial institutions to work directly with their customers
to resolve complaints or inquiries. There are instances, however, where a consumer may
seek the assistance of the regulator in such matters and each of the agencies has phone
numbers, web sites, and processes in place to offer such assistance. The agencies
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recognize that there may be opportunities to enhance their consumer complaint and inquiry
programs. In December 2007, the FFIEC approved the recommendations of an
interagency consumer complaint working group to engage a third party vendor to evaluate
the feasibility, options and
associated with a
of interagency initiatives to
enhance the consumer's experience, including for example, a process for routing consumer
calls, letters, and emails to the appropriate agency. As part ofthis work, the vendor would
be asked to conduct consumer focus groups to gather infolTIlation regarding the consumer
complaints process. Additionally, the vendor would be charged with evaluating the benefit
and the feasibility of initiatives that would leverage agency resources. The working group
proposed a time line that would result in a report of the vendor's recommendations by
September 2008.
Updated Supervisory Guidance
The agencies continually work together to promote the goals of the CRA. In July
2007, the agencies issued for comment a series of new and revised interagency questions
and answers pertaining to the CRA. Some of the proposed revisions are intended to
encourage institutions to work with homeowners who are unable to make mortgage
payments by highlighting that the institutions can receive CRA consideration for
foreclosure prevention programs for low- and moderate-income homeovvners, consistent
'Nith the April 2007 interagency Statement on Working with Mortgage Borrowers. Other
revisions relate to CRA consideration of investments in, and joint ventures with, minorityand women-owned financial institutions.
In June 2007, the agencies released a list of distressed or underserved nonmetropolitan middle-income geographies in which bank revitalization or stabilization
activities will receive CRA consideration as "community development."
Finally, in September 2007, the FFIEC agencies approved updated examination
procedures for Regulation DD (Truth in Savings). The changes include procedures for the
disclosure requirements for institutions advertising the payment of overdrafts.
Initiatives to Reduce Unnecessary Regulatory Burden and Enhance Efficiency
In 2003, the agencies initiated an interagency project to review their regulations to
identify and eliminate those regulations that are outdated, unnecessary, or unduly
burdensome on insured depository institutions, pursuant to Section 2222 of the Economic
Growth and Regulatory Paperwork Reduction Act of 1996 (EGRPRA). EGRPRA requires
the agencies to categorize the regulations, publish the categories for comment, report to
Congress on any significant issues raised by the comments, eliminate unnecessary
regulations, and analyze whether legislative change is required to reduce burden. The
agencies completed and submitted the report to Congress in the fall 0[2007.
In September 2007, the agencies issued final rules that raised the $250 million
ceiling for 18-month examinations to $500 million for qualified, well-managed depository
institutions. The rule implements section 605 of Financial Services Regulatory Relief Act
(FSRRA) of 2006 and related legislation.
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Section 604 of FSRRA requires the agencies to review the content of
"Reports of Condition" within one year of enactment and then to use the results as a basis
for eliminating or reducing any unnecessary or inappropriate information collected in these
reports. The FFIEC's Task Force on Reports surveyed 165 user groups within the agencies
and CSBS to identify the purposes for which each group uses each reported data item, the
extent of usage for each item, and the frequency with which each item is needed. The
survey was completed in August and the results were evalnated and reported to the FFIEC
principals in October 2007. In 2008, the Task Force will consider the information received
from the survey to determine where possible burden-reducing revisions may be made in
the reports of condition.
During the fourth quarter of 2007, the FFIEC BSAlAML Working Group began an
interagency dialogue to evaluate the agencies' current risk-based BSA examination
approach, and to identify possible areas to reduce regulatory burden for financial
institutions that have a lower BSA risk.

Conclusion
The agencies are committed to maintaining regulatory and supervisory processes
that maximize efficiency, while eliminating unnecessary costs to institutions, maintaining
safety and soundness, and safeguarding consumers. The agencies have worked in the past
year-and will continue to work-to improve the supervisory process by reducing
regulatory burden, promoting consistency, eliminating duplicative activities in the
examination process, and promoting greater efficiency in the use of resources.
Coordination and streamlining efforts have been successful thus far, and we intend to
continue exploring ways in which the agencies can work together, leverage each other's
efforts, and ease the regulatory burden on the financial institutions the agencies supervise.
Sincerely,

Randall S. Kroszner,
Board of Governo
the
Federal Reserve System

Sheila C. Bair, Chairman
Federal Deposit Insurance Corporation

Currency
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Board of Governors of tbe Federal Reserve System
Federal Deposit Insurance Corporation
Office of the Comptroller of tbe Currency
Office of Thrift
June 25

I

2009

The Honorable Christopher J. Dodd
Chairman
Committee on Banking, Housing,
and Urban Affairs
United States Senate
Washington, D.C. 20510
Dear Me Chairman:
The Board of Governors of the Federal Reserve System (Federal Reserve Board), the
Federal Deposit Insurance Corporation (FDIC), the Office of the Comptroller of the Currency
(OCC), and the Office of Thrift Supervision COTS) (COllectively, the agencies) arc submitting
this joint report to Congress as required by Section 305 of the Riegle Community Development
and Regulatory Improvement Act. This is the thirteenth interagency report suhmitted under that
section.
The agencies remain committed to the mandate of Section 305 to improve the
coordination of examinations and supervision of institutions that are subject to multiple
regulators, The hasic principles governing these activities arc set forth in the Interagency Policy
Statement on Examination Coordination, issued in 1993. As indicated in previous Section 305
reports, the agencies place high priority on working together to identify and reduce regulatory
burden and on coordinating supervisory activities, not only with each other and state supervisors,
but also with United States securities regulators, state inC'lrance regulators, and foreign financial
institution supervisors.
Coordinating Responses to Recent Market Events
Much oftlle agencies' supervisory and policy efforts over the past year have focused on
monitoring and responding to the unprecedented market turrnoi! and associated dislocations in
global credit and funding markets. In responding to these events, the agencies have urawn
heavily on the established protocols and coordinating mechanisms discussed in this reporr. The
agencies are holding frequent meetings among their senior supervisory staffs and with agency
principals to share information, identify potential issnes, and coordinate regulatory responses.
Key supervisory staffs from each agency meet on a regular basis to exchange information on
potential troubled institutions and to coordinate resolution strategics tOr those institutions. For
institutions where failure may be imminent, the primary federal agency works closely with the
FD Ie to ensure 2n orderly receivership or liquidation.

The agencies are working closely with the C.S. Treasury Depart1llent to in1plcment
provisions of the Emergency Economic Stabilization Act of2008 (EESA). These efforts include
providing technical assistance to the U.S. Treasury Department on the design and operation of
asset and capital purchase programs under its Troubled Asset Relief PrograJfJ1
Treasury coordinated with the agencies in developing a uniform application form for qualified
financial institutions (QFls) that want to panicipate in the TARP Capital Purchase Program
(CPP) and are using common evaluation factors and decision forms to review and provide
recommendations on those applications to Treasury. Representatives of the agencies also serve
on the T ARP CPP Council that is an advisory body to Treasury to ensure that recommendations
for CPP panicipation afe applied etTectively and consistently across the federal banking agencies
and QFI applicants. The agencies are also working with the U.S. Treasury to develop reporting
mechanisms to monitor and assess the usc and effectiveness ofTARP CPP proceeds by QFIs and
to conduct forward looking assessments of the potential capital needs of the largest cpp
recipients. Similar coordinating efforts are taking place among the federal banking agencies to
ensure a smooth implementation o[the FDIC's Temporary Liquidity Guarantee Program
(TLGP).
In July 2008, the FDIC sponsored and the Federal Reserve Board, the oce, the ens, and
the U.S. Treasury panicipated in the Forum on Mongage Lending for Low- and ModerateIncome (LMI) Households. The purpose oflhe Forum was to explore a framework for LMI
mortgage lending in the future, including the identification of market and regulatory incentives
for encouraging responsible LMI rn0I1gage lending. The FonlIn featured speakers and
participants from banking, investing, government, academia, and the nonprofit community"
Tbe agencies have issued several rulemakings and guidance in response to the recent
market turmoil. In October 2008, the agencies issued an interagency statement and reporting
instructions to allow banking organizations to recognize the effect of the tax change enacted in
Section 301 of the EESA in their third quarter 2008 regulatory capital calculations. The agencies
also finalized a joint rulemaking that would pem1it a banking organization to make the required
deduction from tier I capital of goodwill net of any associated deferred tax liability.
In November 2008, the agencies issued the Inlcragency Statement on Alceting the Needs

of CredilVv'orfhy Borro,;vcrs. In iITlplcmcnting this Statement, Institutions arc encouraged to lend
prudently and responsibly to creditworthy borrowers, work with borrowers to preserve
homeowncrship and aVOId preventable forcciosures, adjust dividend policies to preserve capital
and lending capacity) and employ compensation structures that encourage prudent lending. In an
effort to make key aspects of mortgage loan data morc transparent and publiciy available, the
OTS and oce in September began publishing joint quarterly reports on loan perJixmancc,
delinquencies and foreclosures. The reports present data from fourteen national banks and thrifts
\vith the largest mortgage portfolios and can be used by examiners to assess emerging trends,
evaluate asset quality and loan loss reserve needs, identify anomalies, and evaluate loss
mitigation actions.
In December, (he regDlatory agencies rnet at the :-:ational Housing Forum with some of
. Rcant current
the nation'S foremost housing and economic experts to Liiscuss the most
housing ilm'.nce issues. This an-day event was hosted

the OTS and fcatu[c:d

on: U.S. housing and residential mortgage markets; the regulators' efforts to deal with industry
challenges and market unccrtainties~ the mortgage-backed securities market; and regulation of
the mortgage lending industry. The agencies win continue to work with lenders, community
groups and members of Congress In the lTlOnths ~ihcad to address these issues.

The agencies are also working closely with other domestic and international supervisors,
including the President's Working Group, the Joint Forum of banking, securities, and insurance
regulators, and the Senior Suplnrisors' Group, to identify a.'1d coordinate actions aimed at both
restoring functioning markets and strengthening risk management and disclosure practices. For
example, the Fcderal Rescrve Board and the OCC are working witb the Federal Reserve Bank or
New York, tbe Securities and Exchange Commission (SEC), and other key global regulators and
market participants to strengthen the operational infrastructure and backroorn processes used for
various over-tbe-counter derivative transactions. In September 2008, tbe agencies joined other
global supervisors in endorsing tbe Basel Committee on Banking Supervision's (BCBS)
Principles for Sound Liquidity Risk AfalJagemenl and Supervision. The principles underscore the
importance of establishing a robust liquidity risk management framework that is well integrated
into the bank~wide risk management process. The agencies plan to issue for comment guidance
on tbe application oftbese principles to U.S. depository institutions later this year.
Tbe recent market tum10il has highligbted areas where the current Basolll capital
framework may need to be strengthened and the agencies are actively involved in these efT0l1s.
Among the refinements that are recommended in the consultative paper tbat the BCES issued in
January 2009 aro higber capital requirements for re-securitizations, sueb as collateralized debt
obligations comprised of asset-backed securities; a Pillar 2 capital requirement that is an add-on
to the Piilar 1 capital requirement; and additional disclosures related to sccuritizations. These
recommendations focused On structured securities as these securities experienced significant
losses during the recent market tnnnoil. The capitallreatmenl of liquidity facilities that support
asset-backed commercial paper conduits is also under review. The current market risk capital
framework, based on 1996 amendments to Basel 1, is also being reexamined. These proposed
changes arc designed to better reDcet potential exposures arising from the larger portion of
compiex, less Jiquid credit products that institutions now hold in their trading portfolios and to
furL~er reduce the incentive for regulatory arbitrage between the banking and trading hooks.
Once tbe BCBS finalizes these and other cbanges to tbe Basel 1I Accord, tbe U.S. agencies wiii
jointly consider their adoption in the U.S. througb the agencies' notice and comment process.
Building on discussions begun in 2008, the BCBS also announced in early 2009 that it
believes the level of capital in the banking system needs to be strengthened to raise its resilience
to future episodes of stress. The Committee indicated that this would be achieved by a
combination of measures such as introducing standards to promote the build-up of capital buffers
that can be dra\vn down in periods of stress, strengthening the quality of bank capItal, ,~,rm"."
the risk-coverage of the capital framework and introducing a non-risk based suppl2ment~1ry
capit;:il measure. The agencies arc actively involved in these initiatives,
The agcncies arc working closely with the SEC and the Financiai t\ccounting Standards
Board (FASB) un various accounting and disclosure issues related to the reccm m;lrkct
disruptions, including various interpretations and application of guidance related to mClr1\':l
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loan modifications, fair value measurement in illiquid markets, and accounting for ussd-hackcd
commercial paper and structured financial instruments. The agencies provided input as needed
to the F ASB as it developed revised accounting and disclosure standards governing securitizJtion
transactions, off--balance sheet entities, and various aspects of fair
mt:usurernent and oth~r
than-temporary impainncnt of investment securities. The F ASB issued exposure drafts of those
revised standards on September 15, 2008. The agencies are participating in a number of
roundtable meetings with various market participants in order to ensure that they have a thorough
understanding of how the proposed accouming changes would affect banking organizations from
a regulatory perspective.
In June 2008, the Federal Reserve Board and the OCC joined with the SEC to issue a
letter to certain public banking organizations encouraging better disclosures of off-balance sheet
risk. The statement encourages banking organizations that make signi !leant use of off-balance
sheet entities- to review, assess, and as appropriate enhance the risk disclosures they m2.ke to the
public In line with recommendations made in an April 7.20(8) report by the Financial Stability
Forum titled, Enhancing ,',farket and Institutional Resilience.
Mechanisms to Coordinate Supervision
The agencies, in conjunction \vith state supervisors, have a number of fannal and
informal mechanisms to foster continued coordination in examining and supervising banking
organizations.

Federal Fbtancial Institutions Examination Council
The Federal Financial Institutions Examination Council (FFIEC) is a legislatively
established body responSible for promoting unitorm supervisory policies and establishing
uniforn1 principles, standards, and report forms for examinations of depository institutions. The
member agencies of the FFIEC arc the agencies and the National Credit Union Administration
(NCUA). As the result of legislation in 2006, the Chair Drthe FFlEC State Liaison Commil1ee
serves as a sixth member of the FFIEC. The State Liaison Committee is composed of five
representatives of State agencies that supervise financial institutions. Through its State Liaison
Committee, the FFIEC serves as an important forum for promoting uniforn1 examination
principles and standards by federal and state supervisory agencies.
To foster interagency cooperation, the FFIEC has established interagency task forces em
consumer compliance, examiner education, infonnation sharing, reports, surveillance systems,
and supervision. These task forces share information and coordinate activiries on a wide range
of supervisory issues,

Joint Supen!isory Training Courses' and Conferences
The FFIEC's Examiner Education Office offers a variety of schools, confacnc;?s, ::md
\vorkshops for the agencies' examiners. These courses afC: also D13dc available to cxarniners
from the state supervisory agencies. A listing of course offerings and schedules is available 011
the FFIEC1s website at www.ffiec.govfcxamJcducatlon.htm.

Th\,!
also sponsor conferences to discuss
supervisory concerns. For
example, the agencies' chief accountants sponsor an annual conference to discuss emerging
accounting and auditing issues with the agencies' examiners and accouming staff. The 2008
conference, attended by approxinlatdy 360
on 1~ir v:dueaccounting, accounting for impaired assets, and other accounting issues associated with market
disruption, as well as updates from the SEC) the FASB and the Public Company ACCOU!lting
Oversight Board (PCAOB). In August 2008, the agencies also sponsored the annuai ini()nnM
Technology conference, whicb Was attended by over 225 federal and state examiners. This
conference provided acivaI1ced training on emerging issues in data security, identity theil,
pandernic planning, and reTI10te deposit capture. The agencies also sponsored the second
Advanced Bank Secrecy ActlAnti-:V1oney Laundering (BSA/AML) Specialists Conference
which was attended by over 200 participants. Topics of the conference included emerging
payments, remote deposit capture and trade finance.

Common Reporting Forms and Examination Tools
The agencies routinely collaborate on and adopt common reporting fonns and
examination tools, with a goal of streamlining and reducing burden where possible. For
example, the agencies use interagency forms with respect to filings under the Bank Merger Act
and the Change in Bank Control Act. Furthem10rc, through the FFIEC Task Force on Reports,
the agencies have established a numher of common reporting forms filed by commercial and
state-chartered savings hanks and by U.S. branches and agencies of foreign banks<
The FDIC, Federal R;jservc 130arci, and state supervisory agencies have an automated
examination support system that includes a cornmon risk-focused supervision framework and
loan review tool. Similarly, the agcflcies, in partnership with the Conference of State Bank
Supervisors (CSBS), have developed a standardized electronic loan fiie fonnat that examiners
can use to facilitate community and mid-size bank safety and soundness examinations. The
Federal Reserve, in consultation with the other FFIEC agencies, maintains the Funds Transfer
Examination Y'/ork program and makes it available to the state supervisory agencies, as wel1 as
to the FFIEC member agencies.

Supervisory Information Sharing am! Coordination
To the extent possible, the agencies build upon each other's supervisory reviews and
databases to promote comprehensIYc supervision and to minimize regulatory burden. The
agencies routinely share reports of examination) inspection reports, and other agency-institution
corruDunications. The agencies also provide each other with access to their organizations'
structural, financial, and supervisory information. Meetings and discussions take place among
the agencies throughout the year and, when appropriate) the agencies hold joint meetings with
institutions involving matters of mutual interest This approach extends to periodic coordrnat('d
reviews or exan1inations where a business activity is conducted across legal entitics.
The agencies coordinatc
effc}rts rdated to
conlpkx emitles to ensureconsistency in supcn'isory nppro2cnes and to reuuce duplication of effort. The agencies
routinely
institution risk profile il1formation and other supervisory data regarding the
tTllitics they supcrvise and exchange information on proposed examination and supervisory
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activities. Agency staffs also meet periodically to discuss issues related 1.0 complex financial
institutions, and select statTs participate in joint examinations or targeted reviews.
As discussed earlier in this
the
collahorated in tht~ir efflJrts to
monitor and respond to the recent tunnoil in the mortgage and credit markets. These efforts Inve
included periodic meetings an10ng the agencies' senior supervisory staffs to share infonnation on
conditions in key market sc:ctors and about financial institutions, to identify potential issue::;, and
to coordinate regulatory responses. Similarly, the agencies' examination staffs arc coordinating
efforts on various information requests, as appropriate, so as to obtain needed infom1ation while
minimizing unnecessary burden.
The FFIEC's Task Force on Information Sharing serIes as a vehicle to enhance and
improve the exchange of electronic information among the agencies. This group is responsible
for establishing principles that protect the privacy, security, and inteloT.ty of shared infonnation.
It also oversees the development of data management standards to improve consistency and
encourages the development of compatible technical architectures among the agencies to ensure
that infonnation can be shared efficiently.
The FFLEC's Task Force on Consumer Compliance oversees the agencies' collection,
processing, and dissemination ofinfomlation collected pursuant to the Home Mortgage
Disclosure Act (l-IMDA) and Community Reinvestment Act (CRA).
The FFlEC's Task Force on SUpervision Information Technology Subcommittee (ITS)
collaboratively manages the implementation of policies and procedures, such as stronger intemet
authentication and general information technology security standards, to ensure consistent
treatment for institutions across ali charters. The ITS additionally manages the coordinated
supervision of financial institution technology service providers and publiShes extensive s[an<l,m]
examination tools.
The FDIC, Federal Reserve, and state bank supcn:isors continue to coordinate their
efforts via a protocol for th:..: prudential supervision of statt>chartcrcd comrncrci~11 and savings
banks, tJndcr this protocol, the home state supervisor and appropriate federal regulator
coordinate the supervision of interstate statc-cbariered banks to ensure a risk-focused process and
to reduce regulatory burden. The OTS works closely with individual state supervisors to
coordinate the supervision and examination of state savings institutions.

':1:i"''''

The agencies have ext:cuted \1emoranda of Understanding (?vl0Us) regarding the
of confidential supervisory infonnation \vit11 state insurancc regulators to ailow the agencies to
rely, to the fullest extent possible, on the functional rcgul<ttors of insur~mce
I,J
mandates cstabhshcd in the (~ramm-Le:ich-BJi\Cy Act. The
h:wc exercised their
~iuthority unDer these ~;10Us in the context ofthe supervision of institutions with regulated
insurance entities.

Ernergcncy Preparedness and Response
Through the FFIEC's Task Force 0i1 Supervision, the agencies have established a
protocol for supervisory communications to be used in emergency situations, the FFfEC

Supervisory Emergency Communications ProtocoL This protc)col is upuated quarterly ;'.n£1 teskJ
at least annually \vlth key supervisory personrlel to ensure its ongoing effectiveness. inc
protocol includes infomlatlon that would facilitate coordination during a pandemic event.
The agencies, together \vith other federal and state financial regulators, are members of
the Financial Banking lnfomlation Infrastructure Committee (FBIlC), which was formed to
address and coordinate issues related to the security and resilience of the u'S, financial sector.
In January 2008, the FBllC and the Financial Services Sector Coordinating Council (FSSCC), an
organization of fiurmcial services trade associations and individual fimls, publiShed an afieraction report from a pandemic flu exercise held in September and October 2007 for the financial
services sector in the enited States. Objectives of this exercise were to enhance the
understanding of systemic risks to the sector, to provide an opportunity for firms to test their
pandemic pians, and to examine how the effect of a pandemic flu on other critical infrastructures
could impact the financial services sectoL A total of 2,775 organizations participated in the
exercise, of which approximately 62 percent were banks, thrins, and credit unions. The aficractlon rcp0l1 noted that the majonty of participants had made significant progress in preparing
for a pandemic; ho\vcver, nearly all of the participating institutions identified opportunities to
improve their contingency plans. The exercise revealed several key themes that are important to
pandclnic planning: communications plans, infrastructure dependency plans, cross<r3incd
en1ployecs, telecommuting, human resources issues, and second \V3VC pandemic plans.
ln addition, the FBllC has established emergency communication protocols to maintain
effective communication among members in the event of an emergency. The agencies, as
members of the FBI1C, '"vill convene via conference call no later than 00 minutes fo!kl\ving the
first public report oran event to shartj situational and operational stJtus rcpolis. Each FBllC
member is then responsible for establishing and maintaining communication with the institutions
for \vhich they have primary supervIsory authority as well as to ensure coordination between
public affairs and media relations staffs. The FBllC protocols have been activated in 2008 for
the Midwest flOOding event, all signiJieanl hurricanes that made landfall in the United Statcs, and
the white powder Hazivlat incident.
The FFlEC's Task Force on Supervision established a Pandemic Working Grollp [0
coordinate planning and supervisory efforts that may be needed during a pandemic event.
Throughout 2008, the \Vorking Group engaged in several projects designed to help the agencies:
prepare for supervision through a pandemic event. The \Vorking Group sponsored a Roundtahle
on Pandemic Pianning, which had npproximately 170 industry attendees, including some
international participants. The FFIEe':; nusiness Con[inui(V Planning Booklet \Vas upd~ttcd 1Il
\1arch 2008 to include
on identifying the continuity planning that should be in
to
rninimizc the
event. The
Group also
u
industry Leeds for regulatory relief in the CVL',nt
of a pandemic. An emergency preparedness, response, and recovery meeting was hetd in iYiarch
2008 among the FFIEC members and industry trade group representatiVes, A second
was held in September 2008.

Orlier Coordinated Supervisory Actil'ities
\Vhcre applicable, the agencies coordinate their supervisory activitIes related to
insurance, securities, and banking businesses with functional regulators, such as the SEC ~md
state insurance
cross~sector
\vith
of the
the SEC, state banking, insurance, and securities supervisors, and the CFTC JfC h~ld to .
areas that may require supervisory attention and coordination. In 2008, the
consulted
with the SEC on the development of record keeping rules under the hank broker
orthc
Gran1I1!- Leach-Bli ley Act<

The agencies recognize the imponance of high quality accounting and auditing standards
to the continued safe and SOlI;1(.1 operation of insured depository institutions and work closely
with the SEC, the FASB, the Imemational Accounting Standards Board (lAS B), the American
Institute of Certified Public Accountants (AICPA), the PCAOB, and the International Auditing
and Assurance Standards Board (L\ASB) on matters of mutual interest. The agencies routinely
collaborate on supervisory guidance to address safety and soundness concerns that arise [Tom
accounting and auditing matters. The agencies also work together to provide commentary 011
proposals by the various accounting and auditing standards setters that may have a significant
impact on the banking industry.
The agencies and state banking regulators coordinate supervisory efforts relating to
BSAiAML, counter-terrorist tlnancing, and Omce of Forcign Assets Control (OFAC) sanctions
C0I11pl1ance. These efforts include refining the agencies' risk-focused approach to BS/\//,,;viL
examinations and working toward increased consistency in supervision across the agencies. The
agencies and CSBS meet regularly under the auspices of the FFIEC's BSi\/Af"viL Vv'orking
Cjl"OUp. which is responsible fCi[ updating the FFIEC 13SA/:\ML Examination :-v1anual and the
content of interagency BSA! AML
The agencies maintain regular cornmunication with
the Treasury Department's Financial Crimes Enforcement Network (FinCEN) and OFAC
regarding BSAJAJv1L matters and sanctions developments, respectively; the agencies are
required to provide supervisory infonnation to those Treasury offices in accordance with existing
MOUs. The agencies also paI1icipa:e actively in the Bank Secrecy Act Advisory Group, a
Treasury-led group with representatives from industries subject to tne BSA, regulators, and law
enforcement that provides feedback and recommendations on the administration ofthl' BS./\,
Insurance specialists Crom the agencies communicate regularly on an inkragency basis
with staff of the ~ational Association of Insurance Commissioners, the organization that
supports the insurance regulatory officials of the 50 states, the District ofColllmbia, and the five
[l.S. territories/commonwealths, on topics of mutual interest to the agencies and state insurance
regulators,

International Supervision Coordination
The agencies participate on a number of international supervisory groups,
the
BeBS and the Joint Forum, \vhich promote more consistent and uniform supervision of
internationally active financial services fimls. These groups have a number of work strc:arns
underway to eValuate lessons learned and \0 assess whether additional policy act:ons are needed
in response to recent market events. Tbe agencies also participate in the Association of
Supervisors of Banks cfthc Amt:ric;1s (ASBA),
promotes international standards for

effective banking supervision in the Americas region. tn 2008, under the auspices of the BCBS,
the bienniallnternational Conference of Bank Supervisors was held in Brussels, Belgium, \\/ith
all agencies actively panicip2ting.
The agencies provide training for starr and officials from non-U.S
authoritic::;
and foreign central ba'lks. During the year, the agencies offered training cOUrses exclusivciy for
forci~"'1 supervisory authorities in \Vashington) D.C., and in a number of foreign jurisdictions.
Staff at the agencies also took part in technical assistance and training missions led by the
International Monetary Fund, the World BtU1k, the Asian Development Bank, the BCBS, the
Financial Stability Institute, South East Asian Central Banks Research and Training Center
(SEACEN) and ASBA. This training was concentrated in Latin and South America, Asia, the
Middle East, Afiica, and Eastern Europe,
In support orthe United States Partnership for Financial Excellence in the 'vliddlc East
and North Africa (">IENA), the agencies worked with the FS, Treasury Department, the U,S,
Slate Department, and the U.S, Agency fiJr International Development to design and deliver
training programs aimed at improving banking supervision 1n the MENA region.
in 2008, the agencies participated in the third annual bi-Iateral meeting with
representatives of the Chlna Bank Regulatory Commission ,,vhich focused on sharing supervisory
concen1S and practices. The agencies also met collectively with the Peoples Bank ofChin<:t on
issues related to bank secrecy and development of methods for depOSIt insurance and ovcrsi ght
of credit rating agencies, The agencies have also assisted the US, Treasury Department in the
U,S,-Latin }\merica Private Sector Dialogues, In 2008, two sessions were held in Miami,
Florida, and Sao Paulo, BraziL The meetings focused on developing a communication between
US, and Latin American banks regarding common issues related to money laundering and
terrorist financing.
The agencies supported training activities delivered under the Asia Pacific Economic
Cooperation Financial Regulators Training Initiative, which was launched hy the U.S. Treasury
Department shortly after the Asian crisis. Administrative and funding support for this initiatiq;
is provided by the Asian Development Bank. Also, the agencies have supported the State
Department through the Terrorist Financc \Vorking Group by providing training for foreign
supervisors and tedmical assistance to designated countries related to money laundering and
terrorist financing risks.
Federal and state supervisory agencies coordinate the supervIsion ofU5. operations of
foreign banking organizations through the Foreign Banking Organiz3tlons Supervision Program,
which involves extensive interagency information sharing and supervisory collaboration. Thc
3-gcnclcs coordinate \vith DlImeroUS
regulatory authorities in the supervision of
internationally active companies
when appropriate, jointly enter into multilatcfJl statements
of cooperation with foreign baruc supervisors. For example, the agencies arc wc,rk: nQ
\vith foreign supervisors to coordmate horne/host issues associated \vith the implcrncntatior: of
the Basel II Capital Accord and in monitoring and assessing the potential effects that reccnt
market disruptic}ns may h3\"\: on glob~!l financial institutions and market operations.

The agencies represent the tjnited States annually at an lntcnntlonal inforn:ation
conference focused on technology risks and f15k managemem practices. The 2008 Info;-n1~ltlOn
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included
information security, outsourcing, IT auditing, pandemic event planning, and Basel 11 A~vlA for
operational risk preparedness
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Formal Joint Examination Programs
In addition to the coordination mechanisms discussed above, the agencies also have three
formal joint examination programs that aIlo,,\' them to leverage and share examination resources
and provide consistent supervisory evaluations of activities that otten cut across financial
institutions.

Shared National Credit Program
The Shared National Credit (SNC) program is a joint effort of the agolleies to collaborate
on reviewing large s)mdicated loans held by mnltiple regulated entities, The SNC program
reviews selected horrowers using interagency teams to avoid duplicate reviews of the saIne credit
and to ensure consistent treatment The agencies release to the public aggregate statistical dala
from the SNC program, which provides a unique perspective on credit quality trends across
supervised institutions, In 2008, this program covered 8,746 credits totaling $2,8 trillion in
credit commitments to 5,742 borrowers,
The agencies arc continuing their \vork on a SNC modernization initiative to standardize
the SNC data collection procc::;s, expand S:\C uatn colicctcd fforn large reporting institutions,
apply advanced credit risk benchmarking techniques for common SNC borrowers and por1folios,
and provide reponing banks with feedback on their commonly held SNC portfolios, Activities
continue on efforts to improve and modernlze the program.

lHulti-RegiolltIl Data Processing Service( and Shared Application Software Review Pro{:rams
Under the auspices of the FFIECs IT Subcommittee of the Task Force on Supervision,
the FFlEC member agencies administer two programs that support the assessment of the
technology environment for institutions that (1) outsourcc their technology services 2nd
automated processing activities, or (2) rely on off-the-shelf app1ications to run their core banking
systen1s. Exatninatlons of service providers under the Multi~Regional Data Processing ServlclT
(\1DPS) program are coordinated on a national1evel. The program targets organizations
considered by the agencies to present the most risk to the fin,-lncial systcrn due to :he missioncritical nature of their services and the breadth of their client base, or because a provider
processes work from operations over a sufficiently diverse
footprint. Conducting thc
service provider examinations joinlly is a more efficient and effective utilization orthc agencies'
IT exarniners, Administration by the IT Subcommittee results in a risk-focused exam
for each [;rm that addresses its unique :risk profile while
consistency "iqlr"'rVl
across the MDPS firms. Interagency examinations of smaller regional technology service
providers arc also conducted based on principles orthc :'.H)PS program and FI-"1EC!T
l:~xamina;ion Handbook, but are aciminislcT::d at a regional level.
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In 2008, the IT Subcommittee also updated an agency-based inventory of the forcignbased outsourcing activities of supervised financial institutions. The inventory provided current
data on the financial institutions that utilize fOreign-based technology servlce providers,
including the volume and types of outsourcing activities, and \;,'hether
access to
confidential infonnation.

The Shared Application Software Review program provides a tool for the agencies to
review and share assessments of mission-critical software packages, such as \virc transfers.
capital markets, loans, deposits, and general ledger applications that are used
a
nurnber
of financial institutions. These assessments are designed to reduce the time ,md resources
needed to exanline missior>cri:ical processing activities at each of the user financial institutions.
The IT Subcornnlincc h:ls initiJted (j project to enhance this program.

Interagency Country E"posure Review Committee (ICERC)
The FDIC, Federal Reserve Board, and OCC fonned ICERC in 1979 to ensure consistent
treatment of the transfer risk assoeimed with financial institutions' foreib'll exposures to public
and private sector entities. The OTS joined ICERC in 2006 as an ohserving non-voling agency.
New York State banking regulators also regularly allend the annual ICERC meeting.
At their October 2008 lCERC meeting, the agencies approved changes to the ICERC
procedures and rating systems that viiI! make the ,Supervision of cross-border exposures morc
efficient and risk-focused. Such changes maintain strict regulatory attention to areas of transfer
risk, but now also include discusslons of regional and global macro trends that might indicate
future areas of risk. ICERC continues to determine the appropriate classification and le\Ccl of
reserves for countries that arc in deLmlt lCERC decisions and analytical write-ups arc llsed
the agencies to help examination teams assess individual institutions' cross··border risk.

Other 2008 Activities
Revisions ta Ris/(-Based Capital StandardS'
In addition to the capital-related actions discussed previously, the agencies continued
their implementation of the advanced approaches under the Basel II Capilal Accord, issued in
final rOm) by the BCBS in June 2006. The agencies issued a final rule implementing the
advanced approaches of Basel II on Decemher 7, 2007. The rule went into effect On April j,
2008. Institutions may begin transitioning to the new rules after they adopt an irnplementation
plan and have systerns that comply with the final rule's qualification requirements. In January
2008, the agencies published final ,cporting requirements and reporting templates for instrlutiuns
that \vill be adopting the Basel II advanced approaches.
On June 26, 2008, the 3gencics issued ;1 notice of proposed rulemaking to
the
standardized approaches of the Basel II Capital Accord. The comment period ended on
October 27) 2008. The agencies arc rC\·i8\ving and considering the comments received.

II

]oim Residential :Hortgage Lending initiatives
In 2007, the Federal IZcserve BOdrd, the OTS, the Federal Trade Cornmission (FTC), the
CSBS t and the American Association of Residential tv10rtgage Regulators announced a pilot
project to comluct
reviews of selected n()I1-,C1CDOSl['orV
lenders with significant mortgage operations. The agencies concluded the onsite portion of these
rcvlc\VS during 2008 and arc '.vorking together to ensure consistent treatment of any isstlcs
identified. The agcncies plan to continue to collaborate in determining thc lessons learned frOlTi
these reviev,.'s and in seeking ways to improve enforcement for aB categorIes of mortgage
lenders. The agcncles also issued guida-Dec extending CRA consideration in the Hurric:1i1cs Rita
and Katrina disaster areas lor an additional 36 months.
!\1ore generally, the agencies continue to support efforts by depository institutions and
other groups to 3ssist borrowers who may be facing difficuities with their mortgage obligations.
These efforts include those initiated by the American Securitization Forum and HOPE NOW
Alliance, as well as activities pursuant to the Housing and Economic Recovery /\ct of 2008, The
agencies, in response to the industry's adoption of streamlined loan and modification programs,
implemented revised tracking procedures to monitor their institutions' progress relative to loan
modifications. In addition, as part of the revised CRA Questions and Answers, the agencies na\T
confim1ed that lending activities that arc likely to be responsive in helping to meet the credit
needs of communities include loan programs that provide rdiefto hor11cowners who arc
fureclosure on their prirnary residences, The agencies also particip:lted in several n:gional CRAfocused roundtables. Topics discussed included strategies fClr encouraging lo\ver-incof11e
households to save and small husiness developmellt.
As previously noted, the OCC and OTS implemented a standard reponing framework tor
the nine national banks and five savings associations \vith the largest mortgage servicing
portfolios, Combined, these portfolios represent approximately GO percent of all first-lien
residential mortgages in the United States. This infonnation is used to provide quarterly reports
to the public and key stakeholders on mortgage delinquencies, Joss mitigation actions and
foreclosures.
Throughout 2008, the agencies participated in a series of foreclosure prevention
s;mposiums, These day~long sessions provided valuable inronnation 10 fim:ncial institutions
and other community stakeholders on how to facilitate indi vi duals at risk of foreclosure
contacting their scrviccrs or legitimate foreclosure counseling agencies.
Finally, the agencies continued efforts to improve disclosures that consumers receive
about various mortgage products. In iv1ay 2008, the agencies issued Fino/ fllustrariolls of
Consumer lnformalion for flybriif Adjustable-Rate Jforrga.r;e Products. The
intended to help consumers understand these mortgage products, consist oC: (1
some key features of products COVered
the
Statemclll on
three charts
v/hidl became eCfGctive in .fury 2007: and
of loans. in j\UL'UCl
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Reser-ic Board :md the OTS published a suhstamially revised brochure called A
'3
Guide [0 ;Hortgagc Reiinotlcing to guide consmners on mortgage refinancing, The pub ilcaticl11
was prepared in response to a request from the House Committee on Financial Services and in
with rnore than a dozen
and national or:1aY1izatcDll's.

Revision,,' to Appraisal and Evaluation Guidelines
In November, the agencIes and :,<CUA jointly issued [(ir pubEc comment proposed
[mcTagency AppruLI,'al and E\'(1iuarion GUidelines, which \\'ould replace the current version,

dated October 27~ 1994. The proposed guidelines incorporate recent supervisory issuances and
reflect changes in industry practice, uniform appraisal standards and available technologies. The
initiative is intended to respond to heightened concems over appraisals and credit quality.
Building on the existing fedcral framework, the proposed guidelines clarify risk
management principles and internal controls tor ensuring depository institutions' rc,-il estate
collateral valuations (appraisals and evaluations) arc reliable and support theIr rcal estate-related
transactions. Volatility within certain real estate markets and associated credit risk underscore
the in1portance of independent and reliable collateral valuations. Among other revisions, the
proposal includes ndditional detail on the agencies' expectations for an independent appraisal
and evaluation program. It also includes an expanded discussion of portfolio mal1<1gerncnt
techniques. The public comment pcriod ended on January 20, 2009.

Illitiatives to Support the Preservatio/l of Minority Depository [llstitutions
In 2008, the agencies sponsored the Interagency Annual !vlinority Depository Instilutions
National Conference for minority depository institutions to address a wide range of issues
regarding the challenges these institutIons face. The conference included discussions vvith
agency principals, senior level po1ic;(l11akcrs, and industry speakers on curren! and emerging
issues such as the state of the economy as it relates to mortgage markets and the current credit
environment. Several breakout sessions \\'cfe conducted on topics such as credit risk, credit
administration, developing prufitablc lin:..:s of business, and the Community Dexc10pment
Financial Institutions Fund ccnificat:ull process. The event provided a umquc opportunity for
bankers, regulatory of!icials, and private industry repn.:sentatives to engage in 8 comprehensive
discourse on challenges, best practices, and upcoming developments relative to ensuring the
long-term success and preservation 0 f minority-depository institutions.

Initiatives to Enhance Consumer Protection Safeguards ami Disclosures
In 2008, the agencies continued to closely coordinate rulemaking and other initiatives hi
enhance various consumer protection safeguards and disclosures. These included the ['0110\\ ill""
Il

PrQPoscd Revisions to Interagency Oucstions and Ans,:xcr:=:. Regarding Flood InsurarH~~. In
;vlarch 2008, the agencies, along \\"ith the NCCA and FunD Credit System, requested
comment on new and n.:::vised interagency questions and answers regarding flood insurance.
The agcncies proposed substantive as well as technical revisions to existing guidance 10
financial institutions meet their responsibilities UYlder federal flood insurance legislation and
to increase public understanding ofthc flood insurance regulations. Final action on these
proposed revisions is expected this year.

•
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In ~ovcmher 2007. the
along with the FTC, issued final r::gula:j;jrls and
guidance to help pn;vent
theft These
and
Wefe
effective on January 1,2008, with compliance required by Novemher 1,2008.
o The agencies and the FTC also proposed regulations and guidelines inknJcd to
enhance the accuracy and integrity ofinfonnation furnished to consumer rcporting
agencies (eRAs) in December 2007. The agencies and the FTC cxpt::ct to finalize
these issuances in 2009.
o In May 2008, the Federa! Reserve Board and the FTC proposed regulations that
generally would require a creditor to provide a consumer \vith a risk-hased pricing
notice when, based in whole or in part on the consumer's credit report, the creditor
offers or provides credit to the consumer on terms less favorable than the term it
offers or provides to other conSllmers. The agencies expect to finalize these
regulations in 2009.
Final Regulations on Unfair or Qcc~ptive Acts or Practices. In December 2008, using their
authority under the Federal Trade Commission Act, the Federal Reserve Board, tbe OTS, and
the NeVA finalized regulations that prohibit certain unfair credit card practices. Fur
example, the rules will protect consumers from unexpected interest charges, including
increases in the rate during the first year after account opening and increases in the rate
charged on pre-existing c£lrd balances, forbid banks from imposing interest charges usin£', the
"two-cyc1e" biiling method, require that consumers receive a reasonahle arnount of time to
make their credit card pa;-'ments, prohibit the usc of pay1l1cnt allocation methods that unfairl)
maximize interest charges, and address subprimc credit cards by limiting the fees that reduce
the amount of available credit. Compliance is required by July 1, 2010, although the
agencies stronglY encouraged institutions to implement them as soon as reasonably possible.
Updated Distressed and Underser\~ed Nonmetropolitan h1iddle Income OcograI2hics. In fv1ay
2008, the agencies an!lounced the availability of the 2008 list of distressed or undcrserved
nonmetropolitan middle-inco1Tle geographies where bank revilalization or stahilization
activities will receive CRA consideration as "community development." As in past releases,
the 2008 list incorporates a onc-year lag period for geographies that were designated as
distressed or undersefved in 2007, but were not designated as s1.Ich in the
release.
Geographies subject to the one-year lag period are eligible to receive consideration for
cOlnmunity development activities for the 12 months following publication of the 2008 list.
"Distressed nonmctropolitan middle-income geographies" and "undcrslT\'cd 110nnlCi:ronO!:i:m
middle-income
arc dcsi
by the agencies in ~tccord{mce \virh their CR/\
regulations.
and the SEC on an interag:cncy initi::tivc to design and lest a financial priY:1cy n,)lice that 1;:;
clear and that consumers can understand and use to exercise
for infiJnnatiD!1
sharing. The'
working group initiated a project to develop a nn",,"'n~
notice and test the effectiveness of ~hat notice. The design v'/ork was
The agencies then arranged to ic-st the effectiveness of the
. this WCJrK
was done in the hilt.: sumn~er 2001-;' and results arc
process of ,mWlS the l:lodcl
requirements oCthe Gra.t11m-Lcach-Bldcy Act.
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Report to Congress on Inf()rmation Sharing Practices with Affiliates. Section 21
of the
Fair and Accurate Credit Transaction Act of 2003 directs the ageI1cies, as \vcll 3S the
10
report to the Congress on the infoffi13tion sharing practices of financial institutions, crC'ill'lnrl.
or users of conSUlner
with
affiliates. Thes;?
to
subrnit the report together v;ith any recommendations for
actH)I"::.
During 2008, each agency conducted a survey of a limited number of regulated entitles under
its supervision. The agencies win rcvlc\,.,' the survey results and report to the Congress later
this year.
Identitv Theil Brochurc< In December, the agencies and NCUA published a brochure titled:
You !fave the Power to ~)'top Identity 71lCft. The brochure illustrates a method of identity
thet1 called phishing and provides a number of measures consumers should take to minimize
their risks of victimization. The hrochure further infonns consumers of actions to t'lkc
should they become victim to identity theft.

lmproving Consumer Complaint Service
In 2008, the Interagency Consumer Complaint \Vorking Group, under the auspices of the
FFIEC, continued efforts to simplify the complaint filing process for consurncrs. These cffixts
have included the estab1ishn1cnt of a "Consumer Infom1ation Center" through the addition of a
consumer webpage to the existing FfIEC website. The web page will assist conSlHners in
identifying the appropriate regulator and will provide links to the appropriate regulator's
consumer cornplaint wcbpage. This new webpagc became operational on December 1, 200S.
The agencies also have issued a Request for Information to solicit infonnatioTl from federal
govcmment and private sector thlrd party vendors for the irnplcmentation of a call center using ~i
unique 1-800 number (0 assist consumers in idcntifying thc appropriate banking regul::loL The
call center number would not replace existing agency J-800 numbers but will merdy direct ~·dl
calls to the appropriate regulator.

In addition, the working group continues to meet regularly to share complaint data and
discuss potential ways that the data might be used to idcnti fy emerging issues and aid in the
development of consumer education materi,lls. The group, which includes rcprcscI1tati\'l":s from
the CSI3S, developed :md held a national conference in Apri12009.

Updated Interagency Examination Procedures
The agencies published a number ofncw or updated examination procedures. Thes.;:
included the following:
•

FFIEC Business Continuity PJannini!. Booklet. In !vlarch 2008, the FFIEC issued ;:m updah:
to this booklet, which is included in the series of hook lets that form the F'FfEC' fnformmio!I
Technology Examination llandbook The revised bookler includes enhancements to the
business impact an::-ilysis ~':nd
discussions ~md addrcssc:5
threats such as
pande:mic planning and lessons learned frorn Hurricanes K8tnna and Rita. The tmok1ct al:~n
stresses the responsibilities of each institution '5 board and management LO address bUSIness
continuity pbnning \-vith an en",'ccri",-,,;
tCC:hllOlu\.v. bu.-:;n(:ss

the
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the essential elements ofRDC risk management: identifying, assess;ing, and
JS
\vell as measuring and monitoring residual risk exposure. The guidance ~ll::;D discusses the
responsibilities of senior managers in overseeing the development, implementatIon, :md
"p,oration of RDC in their financial instin:tions
Talent Amendment. In July 2008, the .:gcncics finalized :md issued examinatlon procedures
to be used when determining compliance with regulations issued by the Department of
Defense (DoD) regarding limitations on consumer credit extended to service meIl1hcrs and
their dependents. The regulations impiemcnt the consumer protection provisions of the Jo1m
Warner National Defense Authorization Act for Fiscal Year 200? The DoD regulations
cover payday loans, moior vehicle title loans, and tax refund anticipation loans, as defined
DoD, and apply to all persons engaged in the business of extending such credit and their
asslgnecs.
Truth in Savings Act. In July 2008, the agencies updated examination procedures fCl[
Regulation DD (Truth in S:lvings). Th: Upd;1tcd procedures inc()rpOr~ited arnendmc:1t?- to the. .
rcsrulation related to dcctnmic disclosures and changes to address rccomrncndations made
the Govcn1ment Accountability Offlct in its Report on Bank Fees issued in Januar~y 200g,
Fair Credit Reporti.Db...;:\sJ. In
the agencies approved examination procedures for
regu1ations implementing several sections of the FCRA, as amended by the FACT Act. The
examination procedures addressed regulatory provisions that focused on the duties of uS,,-'rs of
consumer reports regarding address Jiscrep~lncies; duties of financial institutions and
creditors regarding the detectio!1) prevention, and mitigation of identity then; duties of card
issuers reg:trding changes of address; and duties of financial institutions regarding anIlidk
marketing practices.
Updated Procedures for Electronic Consumer Disclosures. In August 200S, examination
procedures were updated for Regulations E (Electronic Fund Transfers), Z (Truth in
Lending) and Nl (Consumer Leasing) to reflect regulatory changes that clarified requirements
for electronic consumer disclosures.

initiatives to Reduce Unnecessary Regula/iJry Burden and Enhance Efficiency
Sectlon 604 of the Financial Services Regulatory Relief Act of 2006 requires the agencies
to review the content of "Reports of Condition" \vithin one year of enactment and then to use the
results as a basis for eliminating or reducing any unnecessary or inappropriate information
collected in these rcports. The FFIEC's Task Forcc on Reports surveyed 165 user groups \vlthin
the agencies and CSBS to identify the purposes for which each group llses each reported data
item, the extent of usage for each item, and the frequency v./ith which each item is nccl!ed. The
survey results wcre evaluated and reported to the FFIEC prlncipals in October 2007. In
the Task Force considered the inforrn3tiDn received from the survey to dctcnninc where __ ".s'"
burden-reducing revision:.; m~:y be mJde in the reports of condition. Based on the T~iSk force's
evaluation, in September
the
proposed reductions to the Reports of Condition dnd
Income that became effective as of .'v1afch 31,

Condusion
The agencies arc comrnitted to

m"ximize

and

unnecessary

co;~t$ h) .

and

soundness, and safeguarding consumers. The agencies have worked in the past ycar~·-and \vi11
continue to work---to improve the supervisory process by reducing regulatory burden, prDmoting
consistency, eliminating duplicative activities in the examination process, and promoting htTcatcr
efficiency in the usc of resources. Coordination and streamlining effons have been successful
thus far, and we intend to continue exploring ways in which the agencies can '..vark together,
leverage each other's efforts, and ease the regulator~y burden on the final1cial
the
agencies SUpeIYlSC.
Sincerely,

Sheila C. Bair, Chairm,m
Federal Deposit Insurance

Daniel K, Tarullo, Governor
Board ofGovemors of the
Federal Reserve System

Cc,m'ClLlil

E. Bowman, Acting Director
e of Thrift Supervision
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