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The OCC, the Federal Reserve Board, and the Federal Deposit Insurance Corporation published a joint final rule in the Federal Register on June 6, 2002 (see OCC Bulletin 2002-28).  The final rule, which became effective October 1, amended regulations implementing section 109 of the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (Interstate Act) to conform them to statutory changes made by the Gramm–Leach​–Bliley Act (GLBA).  Section 109 prohibits any bank from establishing or acquiring a branch or branches outside of its home state, pursuant to the Interstate Act, primarily for the purpose of deposit production.  The GLBA expanded the coverage of section 109 to include any branch of a bank controlled by an out-of-state bank holding company.  The final rule conforms the OCC’s regulation to this statutory change and applies section 109 to any bank or branch of a bank controlled by an out-of-state bank holding company.

This bulletin distributes interagency examination procedures that have been updated to conform to the final rule.  The updated procedures continue to provide a two-step test for determining compliance with section 109.  The first step is a loan-to-deposit ratio screen.  If this step is passed, no further review is necessary.  Refer to OCC Bulletin 2002-32 for the most recent annual host-state loan-to-deposit ratios.  If a second step is needed, examiners will determine whether the bank is reasonably helping to meet the credit needs of the communities served by its interstate branches.  This credit needs determination includes a review of the bank’s lending activity and its performance under the Community Reinvestment Act (CRA).  Since most of the factors considered for the credit needs determination also are taken into account as part of a bank’s CRA performance, it is expected that banks with a satisfactory or better CRA rating will receive a favorable credit needs determination.

These updated examination procedures are to be used when examining banks that have established or acquired covered interstate branches, or that are controlled by an out-of-state bank holding company.  Consistent with the OCC’s risk-based compliance program, these procedures are conducted when the compliance risk assessment indicates a need to perform them.  If needed, examiners generally will use these procedures at the same time they conduct CRA examinations.

Questions about these updated examination procedures may be directed to your supervisory office or the Compliance Division at (202) 874-4428.

_________________________________

David G. Hammaker

Deputy Comptroller for Compliance

Attachment – Interagency Examination Procedures
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