
MODERNIZATION OP REGULATION

AND SUPERVISION OP LDC

FINANCIAL INSTITUTIONS

FINAL REPORT

February 8, 1990

p~ -~ ~) ~ -oolo
IS", ul/sf

..



Washington Regulatory Ar1vlsory Services Telephone 202 296 0800
Suite 700
1801 KStreet. N.W.
WashinglGIi, DC 20006

Price JJf1terhouse •

February 8, 1990

Sandra Frydman
Project Manager, FSDP
Bureau for Private Enterprise
Agency for International Development
320 21st Street, N.W., Room 3208 NS
Washington, D.C. 20523

Dear Sandra:

We are pleased to present sixty copies of the Final Report of our
study, Modernization of Regulation and Supervision of LDC
Financial Institutions. As you are aware, regulation and
supervision are of critical importance to countries seeking to
liberalize their financial sectors. Developing countries will
require assistance to strengthen and modernize their regulatory
and supervisory systems to meet the challenges of the rapidly
changing financial services industry. This report should provide
a strong basis for sound technical assistance and training in
this area.

We a reciate the opportunity to be of service to you on this
int re t ng and important assignment. Please feel free to call us
i yo quire any further assistance in this area.

bert R. Bench
ice Chairman

Financial Services Industry Practice

100 Years of Service in the United States



FINAL REPORT

MODERNIZATION OF REGULATION AND SUPERVISION OF LDC
FINANCIAL INSTITUTIONS

Table of Contents

Background•••••••••••••••••••••••••••••••••••••••••••••• ~ ~ ~

Scope ••••••••••••••••••.••••.•••.••••••••••••••••••••••• 11.1

Organization of the Report •••••••••••••••••••.••••••••.•• iv
Executive Summary••••.••••••••••.••••••••••••••••••••••••• v

Z. Introduction•••••••••••••• "••••••••••••••••••••••••••••••• 1

A. The Current Environment for the Worldwide Financial
Services Industry and its Impact on Regulation
and Supervision of Financial Institutions •.•••••.•. l

B. The Move Toward Liberalization and Status of
Regulation and Supervision in Developing
Countries ..•....••..•...•..••.•••..••••.....•...... 2

II. Public policy Fr...york for Requl.tinq Pin.nci.l
IDstitutioD•••••••••••••••••••••••••••••••••••••••••••• 4

A. Importance of Financial Institution Mandates
Governmental Supervision•••••••.••••••••••••••••••• 4

B. Public Policy Objectives of Prudential Regulation
and Supervis ion .••.•.•....•.•.••••.•.••..•..•..•.•. 5

C. Methodology of Prudential Supervision of Financial
Institutions .•.....•.•............•.•....•.....•.•. 7

D. Governmental Assistance to Financial Institutions •••• 7

III. Controls Common to Prudential R.qul.tioD•••••••••••••••••• ,

A. Cotrlpetitive Risks •••••••••••••••••••••••••••••••••••• 9

B. Ownership and Management Risks .••••••••••.••••••.•.•• 9

c. Financial Risks •••••.•••.•.••.•••••••••••••••••••••• 10

D. Asset Risks ••••••••••••••••••••••••••••••••••••••••• 12

i

r



..

FINAL REPORT

MODERNIZATION OP REGULATION AND SUPERVISION OP LDC
PINANCIAL INSTITUTIONS

Table Qf CQntents
(CQnt. )

IV. Methods of Prudential Supervision•••••••••••••••••••••••• 14

A. GQvernmental SupervisiQn•••••.•••••••••.•.•••.•••••• 14

B. RepQrting and Public DisclQsure ••••••.••..••••.•.•.• 2l

C. Private Side Qf GQvernance .••.••.••.•••••..••..•.... 23

V. Key components of a Supervisory Training Program••••••••• 25

VI. Requirements for Technical Assistance in
Developing Countries ••••••••••••••••••••••••••••••••••••• 28

A. Government Level ......................•............. 28

B. InstitutiQnal Level •.•.•••••••.••••••.•••••.•••••.•• 32

VII. Sources of Technical Assistance and Training••••••••••••• 33

A. u. S. Government Agencies ••••••••.••••••••••••••.•.•• 33

B. InternatiQnal DQnQr Agencies ••••.••••••••••••••••••• 38

C. Regional Training PrQgrams fQr Supervisors •••••••••• 40

D. Multinational Professional Services Firms ••••••••••• 42

APPENDIX A List of Persons Interviewed

APPENDIX B Selected BibliQgraphy

APPBNDIX C Directory Qf u.S. supervisory Agencies'
Examiner Training PrQgrams

ii



FINAL REPORT

Background

The U.S. and the international donor community have been urging
developing countries for many years to liberalize their economies
and financial sectors in order to allow market forces to play a
greater role in determining prices and allocating credit. In the
absence of adequate financial sector regulation and supervision,
however, liberalization can lead to financial sector instability.
Lack of adequate prudential regulation and supervision can also
lead to fraud and abuse in the financial system which can
discredit the entire liberalization process. In order to enjoy
the benefits of liberalization while ensuring the safety and
stability of their financial systems, developing countries must
have a sound system of prudential regulation and supervision for
financial institutions in place prior to moving forward with
liberalization.

In light of its importance, AID/PRE's Financial Sector
Development Project (FSDP) has made one of its highest priorities
providing developing countries with the technical assistance and
training required to upgrade and modernize their regulatory and
supervisory systems. Price Waterhouse's Regulatory Advisory
Group, which includes leading experts in the field of financial
institution regulation and supervision, has prepared an initial
study on this topic. This study seeks to define tne basic
principles and essential requirements that should govern the
modernization of developing country systems of prudential
regulation and supervision. It also highlights specific areas
where developing countries require technical assistance and where
they can obtain this assistance.

Scope

The scope for phase one of this study includes the identification
of the following:

o Essential elements of financial institution law and
regulation:

o Basic requirements for pruaential reporting and off
site surveillance systems:

o Key elements of an on-site examination program:

o Key components of an effective training program for
supervisors: and,

o Areas and sources for international training and
technical assistance.
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OrganizatiQn Qf the RepQrt

The first chapter discusses the current envirQnment fQr the
financial services industry wQrldwide and the status Qf
developing cQuntry regulatory and supervisory structures. The
second chapter outlines the pUblic pQlicy frameWQrK required for
effective prudential regulatiQn and supervision. The third
chapter identifies the mQst impQrtant risks facing financial
institutions and pQints out hQW prudential regulatiQn serves to
mitigate those risks. The fQurth chapter presents a methodology
fQr effective prudential sup·ervisiQn. The fifth chapter outlines
the key compQnents Qf a training program fQr financial
regulators. The sixth chapter identifies areas where develQping
cQuntries will require technical assistance and training. The
final chapter prQvides an overview Qf the sources Qf
international technical assistance available tQ aid develQping
cQuntries in mQdernizing their regulatQry and supervisQry
systems.
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Executive Summary

In response to a confluence of forces in the global economic
environment, and to innovations in technology and
telecommunications, many countries are liberalizing their
financial systems. The process for prudential regulation and
supervision must be strengthened to ensure that the safety and
soundness of financial systems are maintained in the new
liberalized environment. In many countries, statutes are being
revised to strengthen the authorities of financial regulators,
specifically in the areas of increased financial reporting and
disclosure, higher capital adequacy levels, tighter lending
li~its, and tougher enforcement efforts.

Prudential regulation and supervision are key aspects of pUblic
policy. Financial institutions are the most regUlated of all
businesses. The rationale behind a higher level of regUlation and
cl·~ser supervision is the central and unique role financial
ins~itutions play in the functioning of most economies. Banks
partiCUlarly, - as holders of the pUblic's deposits, primary
allocators of credit, and the managers of a nation's paYments
systems - weigh heavily on the economic and political stability
of a country. Due to the critical nature of the banking system's
role, the failure of a large bank or several banks can have a
devastating effect on a country's economy.

An effective system of prudential regUlation and supervision has
three components: a solid statutory base, a system for off-site
surveillance, and a program of on-site inspection. countries
require a sound statutory framework consisting of prUdential
rules and standards that define the scope and character of
permissible activity. The role of off-site and on-site
supervision is to determine whether financial institutions are
operating in a safe and sound manner and whether they are in
compliance with regulatory standards. Supervision also involves
identifying problem situations and forcing financial institutions
to take remedial action.

Modern systems for regulation and supervision of financial
institutions in many developing countries are still in the early
stages of development at a time when increasing demands are being
placed on them by the liberalization process. Therefore,
developing countries, require technical assistance to upgrade
their systems of regUlation and supervision to meet the
challenges imposed by the rapid changes in the financial services
industry. Specifically, we have identified the following critical
areas where developing countries need assistance:

creating an effective legislative and regulatory
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framework for financial supervision;

developing specific legislation that provide the
basis for managing problem institutions. Such
legislation would allow for prompt seizure of
assets, deal with the insolvency of financial
institutions, and provide the basis for the
supervisors' enforcement powers;

developing accounting standards and forms for
consolidated prudential reporting:

designing an off-site supervisory examination
program, including computerizsd systems for
analysis of bank reports:

strengthening the role of external auditors;

training supervisory staff; and

establishing credit risk bureaus

Developing countries can look to A.I.D.'s Financial Sector
Development Project to help them in these areas. other sources of
possible assistance are: the major international accounting
firms, the World Bank, International Monetary Fund, and u.S.
Government agencies such as the Federal Reserve, the Office of
the Comptroller of the Currency, the Federal Deposit Insurance
corporation, and the Srcurities & Exchange Commission.
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I. INTRODUCTION

A. The Current Environment for the Worldwide Financial
Services Industry and its Impact on Regulation ~
Supervision of Financial Institutions

The financial services industry and financial markets have
undergone widespread and rapid changes during the last two
decades. In response to a confluence of forces in the global
economic environment, and to innovations in technology and
telecommunications, many countries are liberalizing their
financial systems.

Technological developm~nts have also blurred the distinctions
between traditionally segmented financial markets and products.
This erosion of distinctions has had profound implications for
competition among providers of financial services and for overall
regUlation of these providers. Changes in telecommunications and
technology have generated rapid and accelerating linkages in
products and markets, as well as the integration of the firms
that provide those products and serve those markets.

The pace of change has been rapid and has placed stress on
systems, conventions, institutions, and regUlatory approaches.
Even in the most stable times, it is a challenge for governments
to strike a balance between various pUblic policy objectives and
to create a strong system of prudential regUlation and
supervision. During a period of rapid change, it is difficult
for such systems to keep up with new developments, and
governments are under pressure to continually revise and update
their regulatory operations.

The internationalization of finance over the past twenty years
has created a high degree of interdependence in today's financial
markets. Now events far away can affect an indigenous financial
institution almost i~~ediately and market disturbances in one
country can be transmitted instantaneously throughout the world.
Policy-making, therefore, can no longer be carried out in a
solely national context; the international linkages and
interdependencies of markets must be factored into policy
decisions. The rapidly changing environment has also raised a
host of jurisdictional issues, such as who is responsible for
supervising branches of foreign banks.

In the short-term, promoting a safe and sound financial system is
the policy objective receiving the most attention. This is a
natural response to both the speed of change in financial
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services and the well-publicized problems that financial
intermediaries have experienced as they try to adapt to change.
In the medium-term, the stronger prudential supervision now
underway will have to be balanced with the need to foster greater
efficiency in the marketplace.

Systems for supervision of financial institutions must be
overhauled to address the liberalization of f::'nancial markets.
In many count.ries, statutes are bei.ng revised to strengthen the
authority of supervisors, specifically in the areas of increased
reporting and disclosure, higher capital levels, tighter lending
limits, and tougher enforcement efforts.

This process has not stopped at national borders. The
internationalization of finance and the interdependence of world
markets have created a need for multilateral harmonization of
financial regUlation, as well as for increased cooperation among
regUlators. The Committee on Bank Regulation and Supervisory
Practices at the Bank for International Settlements, as well as
other multilateral groups, have endorsed a set of common
principles that tighten the supervision of multinational banks.
Regulators are putting these principles into practice and
focusing on capital adequacy, liquidity, loan loss reserves, and
consolidated reporting.

At the operating level, regulators have moved away from static,
point-in-time reviews of individual banks, toward a more dynamic,
continuous supervision. This supervision is characterized by more
frequent and targeted examinations, increased surveillance
through off-site analysis, and more frequent reporting and
disclosure of information.

I
•I

•
I
I

I
•

•
•

B. The Move Toward Liberalization and status of Regulation
and Supervision in Developing Countries 1

The liberalization of financial sectors in developing countries
has another dimension: the questioning of the "interventionist
approach" to development pursued by many countries over the past
several decades. The "interventionist approach" to development
undermined the health of the financial institutions. Many
developing country financial institutions were directed by
governments to lend to state enterprises and priority sectors at
below-market interest rates, often at spreads too narrow to cover
the institutions' costs. Many directed loans were not repaid, and

1 World Bank pevelopment Report 1989, Oxford University
Press, 1989, p. 1-3.
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these losses contributed to the insolvency of lenders. Interest
controls set by governments also discouraged domestic savings and
long-term loans. In addition, financial institutions were
directed to open rural branches which often undermined
profitability.

The economic shocks of the eighties and the consequent shrinking
of international credit in response to the debt crisis have
convinced many developing countries to rely more on market forces
to develop their economies and financial sectors. In an effort to
promote financial deepening and domestic capital formation,
developing countries have moved to liberalize interest rates and
capital controls, and to phase out directed credit policies. A
number of countries are also privatizing state-owned financial
institutions.

In the absence of adequate financial regUlation and supervision,
however, this liberalization can lead to an increase in the
number of failures of financial institutions, financial system
distress, and fraud. Increased competition and altered price
structures pose greater operating risks to institutions.
Financial institutions may engage in less familiar and therefore
riskier activities. Therefore, proper regulation and supervision
are even more necessary in a liberalized environment due to ~he

increased risks and faster pace of activity. Moreover, the move
away from a system of credit and interest rate controls requires
supervision to focus on the overall financial condition and
performance of each institution and the financial system as a
whole.

Many financial institutions in developing countries are being
restructured. Only a modernized system of prudential regUlation
and supervision, that requires proper valuation of assets and
provides safeguards against fraud, can ensure that these
institutions will remain viable over time. Overall, developing
countries must develop a strong system of prudential regulation
and supervision to ensure that the safety and soundness of their
financial systems are maintained, and that they are able to enjoy
the benefits of increased competi·tion and efficiency at home and
abroad.

3
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II. PUBLIC POLICY FRAMEWORK FOR REGULATING FINANCIAL
INSTITUTIONS

A. Importance of Financial Institution Mandates
Governmental Supervision.

Due to the critical role that financial institutions play in a
nation's economy, regulation and supervision of these
institutions is a key aspect of pUblic policy. All governments
regulate their financial institutions to some extent, and banks
and other deposit-taking institutions tend to be the most
regulated of all businesses.

Deposit-taking institutions constitute the world's and each
nation's financial infrastructure. Deposit accounts at banks or
similar institutions are the principal mechanism for transferring
paYment~ from one person to another. They also are an important
means for storing wealth and, through lenders' credit decisions,
reinvesting that wealth to promote societal needs.

Due to the importance of financial intermediation, the failure of
a large institution or several institutions can have a
devastating effect on a country's economy. Such failures can
lead to a sudden contraction of the money supply, a collapse of
the paYments system, a dislocation of resources, and a
substantial financial loss to the government and/or depositors.
Governments thus have an inherent need to foster a healthy
financial system, and this need leads directly to prudential
supervision of the system.

The cornerstone of financial intermediation and stability of
financial institutions is market confidence. Financial
institutions are highly leveraged, and therefore relatively small
losses can leave them unable to honor their liabilities.
Depositors who suspect that an institution is experiencing
difficulties may immediately withdraw their funds. As rumors
circulate, other healthy institutions may be affected, as it is
difficult for the pUblic to determine at any point in time the
true status of an institutions's portfolio. If a large number of
liabilities are withdrawn, the institution's liquidity and
funding are reduced, which causes a mUltiple contraction of
credit within the system that, in turn, may cause severe economic
dislocation and deterioration. These adverse consequences may be
avoided or diminished by an effective system of regUlation and
supervision: one that the pUblic perceive to be capable of
protecting them against the loss of their deposits.
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B. Public Policy Objectives of Prudential Regulation and
supervision

Governments must clearly define the pUblic policy goals that
provide the underpinning for their systems of prudential
regulation and supervision. Specific public policy goals will
vary from country to country, depending on the history of each
country's governance.

In most industrialized countries, governments try to achieve free
market efficiency while simultaneously maintaining a stable
financial and monetary system. The U.S. pUblic policy goals for
its system of prUdential regUlation and supervision, for example,
attempt to strike this balance. The U.S. policy goals as put
forth in the Comptroller of the Currency's 1983 Report to the
Task Group on RegUlation of Financial Services, are noted below:

o maintenance of an efficient paYments system

o preservation of a stable money supply

o assurance of broad credit availability

o prevention of undue concentration of economic
power, and

o prevention of undue concentration of power in the
federal government2

Conflicts often arise in attempting to achieve the balance
between the goals of market efficiency and financial system and
monetary stability. Efficiency demands unregulaten pluralistic
decisions that permit competitive responses to demands for
credit, for financial services, and for new financial
instruments. More efficient financial intermediation will
increase the return paid to savers, decrease the cost to
borrowers, and--perhaps most importantly--permit the normal
marketplace forces to allocate credit and investment by financial
institutions. In the long run, these market-driven efficiencies
provide for a stable financial system that avoids obsolescence
and stagnation because it has the ability to meet ever changing
societal needs.

The history of the industrialized countries, however, has
demonstrated that this goal of market efficiency, which calls for

2 Report to the Task Group on RegUlation of Financial
Services, Comptroller of the currency, 1983

5



FINAL REPORT

freedom to act, must be balanced to some degree by prudential
regulation, which inhibits free market behavior, in order to
promote stability in the financial system. Government
intervention may take the form of offering non-market incentives,
or imposing direct limitations or prohibitions. Central banks'
requirements for pUblic disclosure by financial institutions,
limitations on risks, and regular review or inspection; all have
proven themselves valuable in maintaining safety in the system
and in avoiding the periodic panics of earlier periods.

In a number of developing countries, the financial system is used
by the government to achieve other development goals. Financial
intermediaries are often asked to direct credit to priority
sectors and to provide financial services in remote areas. These
policies almost always conflict with creating an economically
efficient financial system, and frequently conflict with
prUdential concerns for the safety and soundness of the financial
system. 3 For example, by requiring financial institutions to
maintain branches in rural areas or to make risky loans to
targeted sectors, the financial viability of the institution may
be undermined. Using the financial system to further other
political goals or extend political favors invariably debases any
system of prUdential regUlation.

3 Polizatto, Vincent P., "Prudential RegUlation and Bank
Supervision: Building an Institutional Framework", Background
Paper for the World B~nk Development Report 1989, p.2
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c. The Methodology of Prudential Sypervision of Financial
Institutions.

Prudential supervision begins with a societally accepted
framework--often a code of laws and regulations. This framework
governs who may own and manage a financial institution and
defines the businesses in which a financial institution may
engage. It also establishes the necessary governmental bodies,
defines their role and grants them sufficient powers to
accomplish their institutional mandate.

Prudential supervision commonly controls the risk permitted to be
undertaken by a financial institution. These controls may limit
new entry, proscribe certain kinds of activities, establish
minimum investment or credit underwriting standards, and limit
concentration of credit--particularly to affiliated enterprises.
Risks also may be controlled by mandating periodic external
audits and SUfficient financial reporting to permit both
supervisors and members of the public to assess the soundness of
each financial institution.

Prudential supervision of financial institutions is typically
carried out by a designated governmental agency--often the
central bank or the ministry of finance. The supervisory agency
monitors each institution for legal compliance and financial
soundness. This monitoring often is done by a combination of on
site inspection and off-site review of financial reports that
institutions are required to submit periodically ("prudential
returns"). The supervisory agen~y frequently exercises licensing
authority and is usually empowered with various means of
enforcing its determinations about the operations of particular
institutions.

D. Governmental Assistance to Financial Institutions.

Governmental policies to promote pUblic confidence in financial
institutions often involve standby governmental financial
assistance to meet seasonal or emergency needs. Some governments
insure deposits in financial institutions--at least up to a
specified maximum for each depositor. If the government itself
is stable, deposit insurance is an effective means of preventing
fear-induced deposit withdrawals. This benefit, however, is not
without cost. Deposit insurance can erode market discipline by
permitting weak institutions continued access to sources of funds
which these institutions invest unwisely or inefficiently.
Almost every government in the industrial nations maintains
confidence in its banking system by functioninq as the lender of

7
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last resort. In many countries, especially where financial
resources are centralized and concentrated, the central bank
meets the seasonal or emergency credit needs of individual
institutions and provides emergency liquidity to the system.

Governments also play an important public policy role as investor
of last resort in dealir.g with insolvent financial institutions.
If a country's laws permit, and stronger institutions are
available, a troubled institution may be merged with a stronger
one, often with governme:~t assistance. other options include
injecting capital into the institution from public funds, or
seizing and liquidating 1:he institution.

8
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III. CONTROLS COMMON TO PRUDENTIAL REGULATION

The fundamental purpose of prudential regulation of financial
institutions is to deal with the risks to which such institutions
are exposed. The following discussion identifies the more
important risks and typical governmental responses aimed at
mitigating those risks.

A. Competitive Risks

Competition requires the taking of risks. Governments frequently
reduce the competitive risk to financial institutions by limiting
both who may compete and where--in what kinds of business--that
competition may take place.

1. Market Entry

Most governments require financial institutions to receive a
government license. The licensing process is most effective if
criteria, which seek to minimize politization and prevent the
entry of unqualified institutions, are established for licensing
decisions. Licensing criteria often include the probable effects
on competition, the requirements for financial services in the
community to be served, the financial resources of the
institution, and the experience and reputation of the
institution's management.

2. Defining the Scope of Permissible Activity

Many countries have legislation that specifically outlines the
types of activity permissible for financial institutions, and
establishes the conditions under which their business may be
conducted. Limitations on the scope of permissible activity are
often related to concerns that depositors' money would be put at
risk with the ownership, by financial institutions, of
nonfinancial businesses with risks unfamiliar to their man~gers.

Policy makers also may perceive that a nonfinancial business
owned by a deposit taking institution would have an unfair--and
thus economically inefficient--access to funds.

B. Ownership and Management Risks

Some risks to a financial institution arise from its ownership or
management. Governments often seek to control these risks not
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only through the licensing process, but also after the
institution is in operation.

1. Affiliated Businesses

As already noted, prudential supervision may regulate entry into
the financial industry and limit the nonfinancial activities of
supervised institutions. Enforcement of these policies often
leads to restraint on the ownership or management of financial
institutions. If, for example, governmental policy prevented a
deposit taking institution from engaging in manufacturing,
enforcement of that policy might also lead the government to bar
affiliation between manufacturing and financial organizations
through common ownership or management.

2. Character and Fitness

Concern for the honesty and competence of a financial
institution's owners and managers likewise continues after the
institution has been chartered. Most systems of prudential
supervision thus periodically evaluate the character and ability
of each institution's management. supervisors may be empowered
in extreme circumstances to prohibit an individual from managing
or directing a financial institution. Supervisors may also be
given the power co review and approve or disapprove proposed
changes in the ownership or management of a financial
institution.

3. Insider and Affiliate Transactions

Loans by a financial institution to its own insiders, or to other
businesses controlled by those insiders, have the inherent
weakness of not being reviewed as objectively as loans to non
related individuals or business. When controls are not in place
to mitigate risk, insider loans may lead to significant losses.
Prudential standards should limit the amount of credit extended
to connected parties. Prudential standards should also require
that each institution making such loans apply to them the same
terms and conditions established for other loans of the same
type.

C. ~inancial Risks

1. Capital Adequacy

Supervisory authorities worldwide are placing an increasing
emphasis on capital adequacy as a key factor in maintaining
stability of financial institutions. Former Governor of the
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Federal Reserve Robert Heller has said: "If I were asked to
single out the two factors most important for the health of the
financial system, I would name capital and diversification".
Capital is required to start up a business as well as to make
investments in fixed assets and subsidiaries. Capital also has a
fundamental role as a cushion that financial institutions can
draw upon to cover unexpected losses not covered by current
earnings; it therefore provides a form of insurance against the
institution's failure. In addition, capital is used to hedge
certain risks, maintain pUblic confidence, and to support
management discipline.

In establishing adequate levels cf capital, governments must
weigh the need for safety and the need for profitability.
Traditionally, capital has been measured by a gearing ratio
(capital as a percentage of assets or capital as a percentage of
liabilities). These ratios, however cannot reflect all the
factors which bear upon an institution's exposure to risk and the
potential calls on capital. Many countries, therefore, are
adopting the risk-based capital guidelines put forth by the Bank
for International Settlements' Committee on Banking Regulations
and Supervisory Practices. The risk-based approach tries to
relate capital to the level of risk. A level of 8 percent of
total risk-weighted assets is becoming the established minimum
capital ratio.

In many developing countries, financial institutions are
significantly undercapitalized; stated capital is often negative.
Governments in countries where this is the case may wish to
gradually phase in the new risk-based capital standards as a
follow-on to programs to recapitalize weak institutions.

2. Liquidity Control

Liquidity is the ability of an institution to meet its
obligations as they fall due. Governments should establish
minimum liquidity guidelines as a prudential measure to ensure
that these institutions have sufficient cash on hand to cover all
present and future calls on liabilities. Traditionally,
liquidity has been measured in terms of stocks of assets.
Measurements of liquidity have related liquid assets to the
overall stock of assets or to certain liabilities representing
obligations that would be due at a certain period of time in the
future.

Supervisors should still require some stock of liquid assets and
establish minimum liquidity ratios. In addition to minimum
liquidity ratios, however, the "marketization" of finance
requires that regulators begin to view liquidity as a more
dynamic phenomenon rather than a static point-in-time
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measurement. A more dynamic approach would emphasize the
maturity structure of the assets and liabilities, as well as
measurements of liquidity on a cash flow basis. The matu~ity

structure can be evaluated from a liquidity standpoint by
measuring the extent of maturity mismatching. The cash flow
approach sets differentiated liquidity guidelines according to
the degree of mismatching and the projected profile of cash
flows. Given the complexity of measuring liquidity, it may be
best to establish liquidity requirements in the form of
guidelines, as opposed to set regulations.

3. Interest Rate Exposure

The spread between the interest rates at which a financial
institution acquires deposits or other liabilities, and the
rates at which it invests or lends those funds, usually
constitutes the principal source of the institution's income.
Thus an institution's income, and ultimately its financial
health, can be markedly affected by changing interest rates.
Bankers and their supervisors monitor these interest rate
differentials, but the supervisors are just beginning to develop
an effective regulatory response to them. Discussion among
supervisors through the Basle Committee may well lead to a
supplemental capital requirement for depository institutions
calculated in relation to the impact of possible future interest
rate changes on the market value of the institution's assets and
liabilities.

D. Asset Risks.

1. Asset Quality and Provisions

Effective prudential regUlation of financial institutions must
establish standards for assessing asset quality and determining
the appropriate level of provisions for potential losses and
problem assets. Non-performing assets should be defined and all
assets reviewed and classified in accordance with their credit
quality. Based on these standards and procedures each financial
institution may recognize potential future calls on the capital
resources and make due provisions for deterioration in portfolio
quality. standards should also govern the accrual of interest on
non-performing assets (including standards for the refinancing or
capitalization of interest), and for writing-off uncollectible
loans.

In many developing countries, financial institutions may not
formally recognize problem asse~s. Problem loans are rolled over
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and accrued interest is capitalized. Therefore, the balance
sheet does not reflect the actual condition of the institution.
It may continue to operate as long as it remains liquid even
though it may be technically insolvent. Often the true condition
of the financial institution and the consequent threat to the
overall system only become apparent with the onset of a liquidity
crisis. By the time a liquidity crisis exposes insolvency, the
problems are well advanced and their resolution can be costly to
depositors, shareholders arid taxpayers.

2. Concentration of Risk

Diversification of asset risk is one of the key factors impacting
the safety of a financial institution. Heavy claims on one large
borrower makes an institution extremely vulnerable. This
vulnerability may be minimized by placing limits on risks to one
person, one group, or one industry to prevent undue concentration
of risk. In the U.S., for example, unsecured lending to one
borrower cannot exceed 15 percent of capital. Many developing
countries do not set lending limits for individuals or large
groups. The resultant credit concentrations have been a
contributing factor in many insolvencies.

13
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IV. METHODS OF PRUDENTIAL SUPERVISION

Governments use a number of complementary methods to supervise
financial institutions~ These methods typically include the
setting of legal standards, licensing, and on-site and off-site
monitoring. Governmental supervision is often reinforced by non
governmental entities, such as trade associations, and financial
institution customers and shareholders.

A. Governmental Supervision

1. Prudential Standards

Governments are largely responsible for establishing the rules of
the game, i.e., the body of law and regulations that implement
the pUblic policy goals for the financial services industry.
These rules establish the parameters within which financial
institutions may operate and communicate other prudential
governmental policies. These standards may be enacted by a
legislature or may be established by supervisory agencies und@r
general statutory authority. As formal regulations cannot cover
all possible practices, governments should grant supervisory
authorities the power to establish guidelines which may be more
readily adapted to reflect changing conditions. Guidelines also
afford supervisors greater flexibility to take into account
unique situations.

Prudential rules should be implemented consistently and
impartially to all domestic and international institutions
competing in the same marketplace. When rules are not
implemented equitably, competition is restricted. There is also
a need for the gradual harmonization of national regulations with
international standards to create a "level playing field" for
domestic institutions in the international marketplace and for
foreign institutions operating domestically.

Supervisory regulations should also be implemented with some
flexibility to permit financial institutions the time they need
to respond to unforeseen developments and the changing
requirements of their customers and to adapt to structural
changes in financial markets.

Prudential regulations and standards should address the risks
discussed in Chapter III, and include the following areas:

o Market entry

14



•

PINAL REPORT

o Changes in ownership of financial institutions
o Permissible business activity
o Capital adequacy
o Liquidity control
o Asset quality and provisions
o Limits on insider transactions
o Concentration of risk
o Financial disclosure

2. Licensing.

As already noted (see page 9), governmental licensing typically
is used to regulate who may acquire or open a financial
institution. Licensing procedures also are frequently required
for an existing institution to accomplish proposed corporate or
structural changes (such as mergers), the establishment of
branches, the issuance of new capital instruments, or the
acquisition of bank subsidiaries. Supervisors frequently use
these opportunities to review not only the merits of the
application, but also to raise and resolve any outstanding
supervisory concerns. Licensing, therefore is an important
component of ongoing supervision.

3. On-site Examination.

A vital supervisory program consists of regular prudential
,evaluations through routine on-site inspections, supported by
off-site analysis of operating reports which institutions submit
to supervisory authorities' on a regular basis. The on-site
examinations are excellent supervisory tools for detecting
problems, correcting them, or preparing for the consequences.
The examinations permit supervisors to follow the transactions,
conditions, and management of financial institutions.
Examinations also create a supervisory presence "on the street".

Supervisors are most effective when their role is clearly defined
and focused primarily on prudential concerns. This is not the
case in many developing countries where, in addition to
prudential concerns, supervisors are called upon to carry out or
enforce other pUblic policies. These additional responsibilities
may include determining tax compliance, ensuring compliance with
credit allocation guidelines, checking reserve computations, and
enforcing foreign exchange control regulations. These anomalous
responsibilities distract the supervisor from his or her primary
mission and sometimes, as with the enforcement of directed credit
policies, can be in direct conflict with the supervisor's
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prudential role. 4 Care must be taken to avoid undermining the
supervisor's effectiveness in ensuring the safety and soundness
of the financial system.

On-site supervision provides information that cannot be obtained
through off-site analysis. There are a number of key areas that
can only be evaluated on-site, such as the quality of management,
compliance with laws and regUlations, the quality of assets, and
the adequacy of internal and external controls. Legislation or
other legal authority should provide supervisors with complete
access to all records of financial institutions.

To assure disciplined and adequate on-site inspections,
supervisors should develop and use a comprehensive manual
containing guidelines and procedures for examinations. The
supervisor using the manual as a tool should design each
examination and emphasize the areas most important for that
particular financial institution. Off-site surveillance, external
auditors' reports (when available), and examiner visits to major
operating areas all may be useful in establishing the appropriate
scope of the on-site inspection or examination. These
inspections should take place at least once a year and more often
if the institution is experiencing problems.

The key components of an effective on-site supervisory program
should include:

o A review of the policies, practices and procedures in
every area of operation, including corporate and
strategic planning activities;

o . A determination of the integrity of internal and
external controls;

o An evaluati.on of asset liability management policies;

o An appraisal of the quality of loans, investments and
other assets;

o A review of the profile and composition of deposits or
other liabilities;

o A judgement about the adequacy of capital;

o An analysis of other key factors, such as the quality
of earnings, liquidity, and interest rate sensitivity;

4 Polizatto, p. 2
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o An assessment of the capacity and competence of
management;

o A determination of the degree of compliance with all
laws and regulations; and,

o An identification of changes the institution can make
to operate more efficiently and to correct weaknesses.

The examiner should conclude the on-site review by preparing a
written report of conclusions, which also specifies the actions
the institution should take to respond to those findings. This
report becomes the basis for any later supervisory actions,
including a minimum monitoring to determine whether the
examiner's concerns are adequately addressed by the institution.
The institution itself should receive a copy of the report. This
report of examination is often more effective if accompanied by
an examiner's oral presentation on the reports's main findings to
the board of directors of the institution.

4. Off-site Surveillance

Off-site surveillance involves reviewing and analyzing :reports
which financial institutions submit regularly to the supervisory
authorities. The results from prior examinations and information
obtained from media and market sources is also analyzed as part
of this process. Off-site surveillance supports the sUlpervisory
process by identifying institutions that require immediiate
examination, by monitoring the progress of troubled institutions,
by helping to focus on-site examinations, and by providing input
for supervisory policy. An off-site surveillance capability is
highly important because it allows supervisory authorities to
monitor institutions on an ongoing basis.

Institutions should be required to submit standard prudential
reports to the supervisory agency on a quarterly basis. These
reports should include a line-by-line consolidation of foreign
and domestic operations, details of the loan portfolio by type of
loan (loan amounts, delinquencies, earnings and losses), complete
data about off-balance sheet commitments, and schedules to
measure interest rate sensitivity. Analysis of this information
is an important part of the supervision process. The supervisory
agency should analyze this information regUlarly on an
institutional, peer group (if there are a sufficient number of
institutions), and systemic basis. Computerized information
systems can facilitate this effort.

In many developing countries, off-site supervision has been
limited to monitoring compliance with monetary and prudential
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policy regulations and has therefore not provided adequate
support for the supervisory process. The reporting to
supervisory agencies in many developing countries has often not
been sufficient to provide supervisors with the information they
need to monitor the condition and performance of institutions and
the overall financial system. Specifically, these reports lack
information on off-balance sheet items, asset quality,
developments in profit and loss accounts, maturity of assets and
liabilities, and interest rate risks. 5 In addition, these
reports are often not completed on a consolidated basis, making
an overall financial analysis of the institution impossible.
Finally, many reporting systems capture static, point-in-time
information which precludes analysis of the operating performance
of an institution.

5. Enforcement Powers

When a financial institution has severe operating deficiencies or
financial weaknesses, or is not in compliance with laws and
regulations, regulators must take appropriate enforcement action.
Supervisors should have the authority to carry out a variety of
enforcement measures designed to force institutions to take
corrective action and to bring them back into compliance.
Supervisors may be able to resolve minor problems by
communicating their concerns to the institution's management and
directors and seeking their cooperation in resolving problems. A
written memorandum or plan of corrective action, agreed to by the
supervisor and the institution's directors, often is an effective
means of directing attention to a problem and aChieving an
appropriate solution.

For more severe deficiencies or financial weaknesses, supervisors
may require more formal enforcement powers. Such remedies might
include:

o orders directing a halt to unsafe or illegal practices
and requiring corrective measures;

o fines or monetary penalties against individuals and
institutions for engaging in unsafe or illegal
practices;

o suspension or removal of bank directors, officers or
employees; and

5 Snoek, Harry, "Problems of Banking Supervision in
Developing Countries", IMF Central Banking Seminar, November
1988.
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o criminal prosecutions.

These enforcement measures should apply equally to government
owned and private financial institutions.

6. Receivership Authority

Many industrialized countries give supervisors extraordinary
powers to deal with insolvent or otherwise severely troubled
institutions. These powers range from rescue efforts such as
injections of liquidity or capital, to forced liquidation and
paying off of the depositors and other creditors. Prompt
governmental action often can reduce the cost both to the
government and to the institution's creditors.

In many developing countries, however, these options are not
available. In these countries, financial institutions may be
governed by the same bankruptcy laws as other corporations, thus
depriving supervisors of the authority required to close an
institution and to liquidate or merge it for the benefit of
depositors and other creditors. The normal bankruptcy procedures
may take months or even years to complete. During that time,
depositors may not have access to their money. In addition,
shareholders may retain an interest in their shares and may block
attempts by the government to recapitalize the institution or
transfer ownership to the government or new investors. 6

In order for governments to effectively manage financial system
distress in these countries, legislation permitting supervisors
to declare institutions insolvent and to conduct a receivership
outside the normal corporate bankruptcy process. To assist them
in carrying out this process, supervisors should also receive
broad enforcf:!ment powers to remove and replace management,
eliminate thf:! interest of shareholders, and purchase, sell, and
transfer problem assets. Speedy resolution of such financially
distressed institutions enhances public confidence in the
government's ability to maintain a stable financial system.

7. Deposit Insurance

A number of countries, inclUding the Dominican Republic, Kenya,
Nigeria, and Trinidad and Tobago in the developing world, have
institutionalized deposit insurance schemes as an integral part
of their system of prudential regulation and supervision. The
primary objective of these schemes is to enhance the stability of
the nation's. financial system by insuring bank depositors and
reducing thE! economic disruptions caused by bank failure.

6 Polizatto, p. 10
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Deposit insurance schemes provide an institutionalized mechanism,
with policies and procedures, for handling insolvent institutions
and, importantly for developing countries, this process is often
insulated from political interference. For depositors the
protection offered by deposit insurance decreases the likelihood
of bank runs, protects them from undue losses, and therefore
promotes overall confidence in the system.

History has shown that, even in countries where there is no
formal deposit insurance, governments intervening to handle bank
insolvency often offer full or partial protection to depositors.
This protection is often prompted by fear of widespread bank runs
and loss of confidence in the financial system. Given that most
governments often offer implicit deposit insurance, Samuel Tally
and Ignacio Mas have skillfully argued in their paper, "Deposit
Insurance in Developing Countries", that explicit deposit
insurance schemes should be evaluated relative to the implicit
schemes and not against scenarios where deposit protection is
absent. 7

According to their study, which is based on developing country
experience, formalized deposit insurance schemes offer a number
of advantages over implicit schemes. Among these benefits are
better administrative processes for resolving failing bank
situations and protecting depositors, greater effectiveness at
protecting the small depositor, and a lower taxpayer cost because
some or all of the insurance cost is shifted to the institutions
themselves.

The study also points out that the major problem with deposit
insurance schemes, particularly in developing countries, is that
they tend to be underfunded relative to the number of insolvent
institutions that must be dealt with. As a result many deposit
insurance facilities have faced large losses that they were
unable to absorb. In order for the deposit insurance schemes to
be effective, governments must be willing to adequately fund the
scheme and to provide back-up support when necessary. Insurance
losses should be minimized by strengthening systems of prudential
regulation and supervision and bring stability to 1:heir financial
systems prior to instituting deposit insurance.

B. Reporting and Public Pisclosure.

The level of information available to market partici.pants is

7 Talley, Samuel H. and Ignacio Mas, " Deposit Insurance in
Developing Countries", unpUblished, p. 6.
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related to a country's auditing and disclosure policies. The
more information the market participants receive, the greater the
role of market discipline in regulating the financial system.
Disclosure policies, however, must balance the benefits of
disclosure with the effects of disclosure on the stability of the
financial system.

1. Private Auditor.

Internal and external auditors play an important role in
promoting the safe and sound operation of financial institutions.
The auditors' role is to ensure that the internal controls of the
institution are adequate, that all areas of the institution
adhere to the institution's policies, practices and procedures,
and that financial statements are accurate. Their reports
provide needed information to the institution's managers and
directors, creditors, and stockholders.

Supervisors should communicate regularly with internal and
external auditors as they are a useful source of informatio~.

Close cooperation between supervisors and auditors can also
permit a "division of labor" in the area of financial institution
examination. Indeed, supervisory agencies in some countries rely
heavily on external auditors to conduct on-site inspection. In
these countries the results are reported to the supervisors as
well as the client financial institutions. The scope of such a
supervisory audit would be extended beyond the accuracy of
financial statements to include regulatory compliance and other
matters of supervisory interest.

2. Market Discipline.

The market also plays a regulatory role. For market discipline
to be effective, market participants need to be informed about
the state of financial institutions and the attributes of new
financial services. Armed with more information, customers and
institutions ~'~e often more careful when purchasing financial
services or investing in financial institutions. In this way, the
market can perform a self-regulating function.

The self-regulation role of the marketplace can provide a
complement to the government's supervisory role. New disclosure
policies, however, must balance these benefits with the potential
effects of disclosure on the stability of the financial system.
It is important that a strong regime for prudential regulation
and supervision be in place, and that the overall health of
financial systems in developing countries be restored, prior to
liberalizing disclosure policies. The broad circulation of
information regarding the current weak state of many developing
country financial institutions could be destabilizing both to the
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c. Private side of Governance.

In countries where governance promotes private ownership of
banks, there is a private side to tne process of regulation and
supervision of financial institutions.

1. Management and Director.

A privately-owned financial institution's management and
directors provide the first line of defense in ensuring the
health of the institution. It is first and foremost the
responsibility of management and directors to establish the
policies and procedures for the financial institutions under
their direction. Management is responsible for seeing that a
system of internal and external controls is in place, and for
ensuring that the institution is in compliance with financial
statutes.

In order to ensure that directors fulfill these responsibilities,
many countries choose to place heavy statutory responsibility on
them to safeguard funds which the pUblic has either deposited or
invested. In the U.S., for example, each bank director has a
personal and civil liability to review and consider the
supervisory communications and to initiate appropriate responses.
In addition, any directors who knowingly operate their banks in
violation of the laws are sUbject personally to a host of
criminal and civil laws which impose fines and imprisonment.
These directors are also sUbject to personal financial liability
to reimburse their bank, its shareholders, or its customers for
any losses incurred as a result of illegal actions by a director.

In many developing countries, bank directors do not have clear
cut management responsibilities or liabilities. The position of
bank director is often titular/honorary in nature. The role of
bank directors in many developing countries must be changed if
the pUblic interest is to be served. Directors should be held
responsible for ensuring that their institutions comply with
financial regUlation and adopt and adhere to proper policies and
procedures.

2. Private Associations.

To the extent that they exist in developing countries, private
associations can also support the regulatory and supervisory
process in a number of important ways. In some countries
clearing houses or other associations also jointly undertake to
guarantee and make good on each member's obligations. Even more
commonly, bank associations frequently establish operational
standards for check clearing, wire transfers, and other inter-
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bank transactions and communications. In some countries,
associations also establish minimum qualifications or training
requirements for employees or officers exercising particular
functions within a financial institution, and also may perform
valuable education and training functions. Associations
additionally may adopt standards of conduct and discipline
persons or institutions failing to comply with those standards.

A bank association also might establish a credit risk bureau to
collect credit information on borrowers from banks and other
sources and make this data readily available to authorized
parties. utilizing this resource, lenders would be able to
better assess a borrower's credit risk prior to issuing loans.
Supervisors would also benefit from easy access to credit
information as they would be better able to value assets and
determine the overall quality of the portfolio.
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v. KEY COMPONENTS OF A SUPERVISORY TRAINING PROGRAM

In order to effectively monitor financial institutions
supervisors require extensive training. As examiners move away
from reviews that solely verify compliance to those that assess
internal controls, training becomes even more critical. IBRD and
Federal Reserve officials sponsoring a semi-annual training
course for supervisors report that the demand for training
developing country supervisors has increased dramatically over
the past several years.

Training programs should focus on the key components of on-site
examination of financial institutions. They should include
practical case studies and be complemented by supervised on-the
job training.

An effective training program would offer separate courses for
both junior and intermediate supervisors and include seminars on
key issues for senior supervisors. Novice supervisors should have
a basic understanding of bank records, accounting, terminology,
and spreadsheet analysis prior to participating in training
courses. Courses for these junior supervisors should focus on
the fundamentals of bank supervision, basic report analysis, and
the rUdimentary elements of loan review. These courses should
prepare the junior supervisor to serve as an integral member of a
supervisory team.

The key components of an effective training program for junior
supervisors are:

1. overview of the principles and systems of bank
regUlation and supervision;

2. overview of statutes and regulations pertaining to
financial institutions;

3. analysis of the financial institution balance
sheet and the flow of transactions within the
institution and the financial system;

4. elements of the financial institution reporting
system and analysis of prudential reports;

5. affiliate relationships and the fundamentals of
consolidated reporting;

6. accrual accounting as applied to financial
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institutions:

7. assessment of internal controls and operating
systems:

8. discussion of capital, earnings, liquidity:

9. introduction to risk analysis, which includes the
identification of the major areas of risks for
financial institutions:

10. overview of the securities and the investment
portfolio, including an examination of
broker/dealer relationships:

11. examination of interest rate sensitivities:

12. basic concepts of loan review, e.g.

a. definitions,
b. fundamentals of credit analysis,
c. documentation requirements,
d. principles of secured transactions,
e. specialized lending,
f. classification,
g. provisioning,
h. concentration of credit, and
i. insider activity;

13. key aspects of financial statement analysis,
including operations management, liability
management, cash flow, and projections sensitivity
analysis;

14. basic concepts of cashflow analysis;

15. overview of trusts: and

16. overview of current issues in the financial
services industry, such as risk-based capital.

Upon completion of at least two full years of bank examination, a
supervisor should participate in more in-depth training that
would prepare him or her for a managerial role in the examination
process. A training program designed for intermediate
supervisors should focus on the following elements:

1. major current issues impacting supervision
worldwide:
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2. problems of banking supervision in developing
countries;

3. overview of banking risks and supervisory
controls;

4. discussion of the role of the external auditor;

5. treatment of large exposures and evaluation of
asset quality;

6. analysis of liquidity/funding;

7. analysis and discussion of the commercial loans;

8. examination of off-balance sheet innovations and
the risks for banks;

9. investment portfolio appraisal and global trading
risk management;

10. in-depth treatment of earnings;

11. measurement and analysis of capital adequacy;

12. overview of operational controls (EDP);

13. executive management appraisal;

14. presentation of enforcement proceedings;

15. analysis of trust operations;

16. supervision of branches of foreign banks; and

17. managing the examination.
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VI. REQUIREMENTS FOR TECHNICAL ASSISTANCE IN DEVELOPING
COUNTRIES

In order to modernize and strengthen their systems for regulating
and supervising financial institutions to meet the challenges of
the 1990s, developing countries may require technical assistance
in the following areas:

A. Government Level

1. creating an effective legislative and regulatory
framework for financial supervision:

Most develc~ing countries have in place statutes and regulations
governing ~inancial institutions. In some cases, however, the
regulatory and statutory framework is inadequate and in others
this framework must be modernized in order to keep up with the
rapid changes taking place in the financial services industry.
Many developing countries, therefore, will require assistance in
upgrading their legislative and regulatory framework. Legal
counsel experienced in dealing with the law and regulation of
financial institutions may be required to review existing laws
and recommend areas for improvement. An evaluation of a
country's legislative and regulatory framework should focus on
the following areas:

approval of charters for financial
institutions:
changes in control of financial institutions:
scope of permissible activity:
capital adequacy standards:
liquidity control:
asset quality and provisions:
limits on insider transaction:
concentrations of risk:
financial disclosure standards:
on-site evaluations and systems for
prudential reporting;
cease and desist powers;
civil and criminal penalties:
authority to remove directors and officers:
and
conservatorship and receivership powers.
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2. strengthening systems for prudential supe~ision

a. Training supervisory staff

Examiners require extensive training to monitor financial
institutions effectively. Examiners not only require expertise
in the various laws and regulations, but they must also
understand the financial services business, and know how to value
assets and assess internal controls.

Examiners require both formal training and four to five years of
on-the-job experience in order to fully develop their expertise.
since financial institution managers and supervisors require the
same kind of skills, it is often efficient to combine training
efforts. There are a number of internationally sponsored courses
that developing countries can access to train their supervisors,
including courses by the u.s. supervisory agencies, the
IBRD/Federal Reserve, the Bank for International Settlements and
the Caribbean Banking Supervisors (see Chapter VII for further
details about these programs).

b. Designing an on-site supervisory examination
program

Developing countries may require assistance in designing OL
upgrading their on-site inspection of financial institutions. An
effective supervisory program assesses the quality of management,
the overall portfolio and the adequacy of internal and external
controls. While supervisory programs should contain certain
standard elements, they should also be tailored to the specific
institution, focusing on the areas of greatest risk. Assistance
may be required in developing manuals of examination procedures
and other guides to aid supervisors in accomplishing these
objectives in conducting on-site inspections or examinations.
Developing countries may require the assistance of experienced
senior supervisors or supervisory agencies to assist them in
modernizing their examination programs for financial
institutions.

c. Developing standards and forms for
consolidated prudential reporting.

Supervisory authorities must develop standards and forms for
consolidated prudential reporting that would provide them with
regUlar, current and accurate data on financial institutions.
Developing countries may require assistance in revising
guidelines for reporting so that financial institutions can be
more effectively monitored. The supervisory authorities should
require that financial institutions utilize uniform accounting
principles in their prUdential reports. Developing countries may
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require the assistance of experienced senior supervisors and
foreign supervisory authorities to aid them in
developing/revising these forms and standards. Governments may
also obtain copies of standard prudential forms to serve as
models.

d. Designing computerized systems to assist in
the control and off-site analysis of bank
returns by supervisors

To make effective use of limited staff and to take advantage of
c~mputer modelling capabilities to project future scenarios,
developing countries' supervisory agencies will require modern
computerized information systems to assist in off-site analysis.
These countries may require assistance in the design of such
systems. Specifically, the assistance of an accountant and a
financial analyst experienced in working with financial
institutions may be required to assist in the design of systems
that emphasize the analysis of portfolios and identify the areas
of greatest risk to financial institutions. These experts can
work with the supervisory agency to determine what data
comparisons are required for these agencies to adequately monitor
both individual institutions and the financial system as a whole.
A computer systems expert with experience in working with
financial institutions can then design a computer program which
can generate financial ratios and other forms of analysis from
the prudential reports the institutions submit.

3. Strengthening accounting standards

A number of countries may not have accounting standards adequate
for today's financial services business. As a result, sufficient
information is not available to the financial institution to make
an ade~ate financial analysis of the risks it takes, and
superv~sors are unable to adequately assess the quality of the
institution's portfolio. In many cases supervisors must analyze
reports which use different accounting systems. To strengthen
accounting standards, countries may require the assistance of an
experienced accountant/accounting firm to review/establish
standards to be followed by all financial institutions in their
pUblic and supervisory reports.

4. strengthening the role of external auditors in the
supervisory process.

Auditors assess the internal controls established by banks to
mitigate risk and provide a useful source of information for
supervisors, lenders and investors. The role of the external
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auditors should be strengthened in many developing countries.
Governments may wish advice in assessing and improving their
standards for auditors. Countries may look to a number of
foreign supervisory authorities like the S.E.C. and a number of
internationally recognized accounting firms for assistance.

5. Improving financial legislation that allows for
prompt seizure of assets and different treatment
for insolvency fo~ financial institutions

In many developing countries, there are a number of impediments
to seizing collateral from a borrower who has defaulted on a
loan. Without proper legislation and the backing of the legal
system, financial institutions cannot rely on collateral. As a
result they will adopt conservative lending policies, often
lending only to their best customers. Developing countries may
require the assistance of an attorney experienced in debt
recovery procedures to review the legal impediments to the
seizure of assets and to make recommendations for reform.

Financial legislation must also allow for a different treatment
for insolvency for financial institutions. If financial
institutions must go through the same bankruptcy procedures as
other companies, the process may take months or years to
complete. During the normal bankruptcy process depositors do not
have access to their money and shareholders retain their
interest, which permits them to block any attempt to recapitalize
or sell off part of the institution. Legislation is necessary,
therefore, to give supervisors the authority to declare financial
institutions insolvent, and to close them and place them in
receivership outside the normal bankruptcy process. countries may
require the assistance of an attorney experienced in regUlation
and supervision of financial institutions to assist them in
revising financial legislation.

6. Establishing a credit risk bureau

Financial institutions require credit history information on
potential borrowers to better evaluate loan requests, and
supervisors require this information to better assess the value
of loans. If SUfficient credit information is not readily
available, developing countries should establish a credit risk
bureau which would make credit information available upon request
to both lenders and supervisors. This credit risk facility could
be established by the supervisory agency itself or by a private
group that would charge for their services. The local bankers'
association may also playa role in creating such a facility.
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B. Institutional level

The directors of financial institutions bear primary
responsibility for ensuring the safe and sound operation of their
institutions and therefore need to strengthen their internal
supervision and control systems. This will require technical
assistance in training management and staff,
strengthening/redesigning internal controls, and upgrading
management information systems. Developing country governments
and the financial institutions themselve~ can look to a number of
internationally recognized professional services firms to assist
them in these areas.
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VII. SOURCES OF TECHNICAL ASSISTANCE AND TRAINING

A. U.S. Government Agencies

The Office of the Comptroller of the Currency, the Federal
Reserve, the Federal Deposit Insurance corporation, and the
Federal Financial Institutions Examination Council all have a
long history of providing assistance to developing countries for
strengthening their systems of prudential regulation and
supervision. with the advent of the savings and loan crisis in
the united states, however, the u.s. supervisory authorities are
facing serious human resource constraints. The FDIC, for example,
must train 4,000 new employees this year to serve as supervisors
for thrifts in the u.S. These demands make it increasingly
difficult for these agencies to make their staff available for
overseas assignments and has forced them to become more
selective. The message from these agencies is clear: they are
focussing their efforts on countries that demonstrate a strong
commitment to carrying out modernization and reform of their
regUlatory and supervisory systems.

1. Office of the Comptroller of the Currency (OCC)

The OCC strongly supports providing technical assistance to
developing countries to upgrade their systems of regUlation and
supervision of financial institutions. In the past, the OCC has
been able to accommodate ali requests from developing countries
for technical assistance. Increasing demands are being placed on
the OCC, however, to respond to recent developments in u.s.
financial institutions. The OCC is also currently in the process
of reducing its Washington, D.C. staff by approximately 20%.
These developments have imposed human resource constraints on the
OCC and therefore the agency may face some difficulties in
honoring future requests for assistance.

a. Technical Assistance

If the request for short-term technical assistance is six months
or less, the OCC will typically send someone from OCC
headquarters or will identify someone else in the Washington
area. If the assignment is for more than six months, the OCC will
post the assignment at OCC offices nationwide through its
personnel system. Requests for OCC technical assistance usually
come through the Agency for International Development (A.I.D.),
the World Bank (IBRD), or the International Monetary Fund (IMF),
which intend to fund the assistance.
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Given the human resource constraints facing the OCC, the agency
prefers to work closely with the host government supervisory
authorities to develop supervisory programs. The oce advisor
would make an initial visit of several weeks to assist in the
design of a program which the local supervisory authority would
then develop. The advisor would monitor the progress of the
program in one or two follow-up visits and make him or herself
available to respond to questions from the local supel~isory

authorities.

In addition to overseas assignments for short-term technical
assistance, the OCC periodically hosts visits of developing
country supervisors interested in specific topics. In these
cases the acc arranges a briefing for the visitors by the
appropriate division within OCC. For example, if a particular
country is interested in off-site surveillance systems, an
orientation on the National Bank Surveillance System (NBSS) would
be arranged. The OCC will also provide copies of its examiner
manuals to developing country supervisory authorities upon
request.

b. TraininE

The OCC also assists in training supervisors from developing
countries. The OCC has a policy of allowing supervisors from
other countries to participate in its domestic training programs.
Of particular interest is the OCC course, " Bank supervision
School," which is a nine-day course covering a variety of
supervisory issues including: off-site analysis, earnings,
capital analysis, enforcement proceedings, executive management
appraisal, investment portfolio analysis, analysis of li~lidity/

funding, operational controls, etc. (see Appendix C for a
complete list of courses offered by the OCC). The OCC sch.ools
are rapid paced and assume a high level of prior knowledge of
supervisory systems. In the past, developing country supervisors
with a strong command of English and prior knowledge of financial
institution supervision have benefited most from participation in
these programs.

For students who require further preparation prior to attending
oce schools, the OCC has available in its offices in Washington,
D.C. a set of approximately 20 computer-based-training modules
that cover the basic principles and procedures of regulation and
supervision of financial institutions. These computer modules
are based on the one-year bank supervision school that the acc
conducted in the past and are used to train newly-hired
supervisors.

In addition to allowing developing country supervisors to
participate in its domestic training programs, the OCC provides
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instructors for regional supervisory tr,aining programs, such as
SEACEN, CEMLA, and the Caribbean Bank Supervisors. In 1989 the
oce and the IBRD also conducted a two-week training program for
supervisors in Poland.

2. Federal Reserve System

a. Technical Assistance

The Federal Reserve System has been providing technical
assistance to developing countries in the area of financial
institution regulation and supervision for over forty years. FED
policy is to support technical assistance for developing
countries to the extent that it has the resources available. The
need for technical assistance in specific countries is usually
identified by A.I.D., the IBRD, or the IMF. The Federal Reserve
prefers that all requests be directed to Larry Promisel, the
Senior Associate Director of the Division of International
Finance of the Board of Governors in Washington, D.C., who in
turn will contact the district Federal Reserve Banks as
necessery.

It is difficult even in the best of times for the FED to spare
its supervisors for overseas assignments. With the broad demands
currently being placed on u.s. financial institutions, it is
becoming even more difficult for the FED to make its staff
available. It is easier for the FED to respond to requests for
short-term assistance. The Federal Reserve Bank of New York, for
example, has seconded supervisors for short-tezm assignments to
Costa Rica, Guatemala, Honduras, Poland, Indone:sia, and Saudi
Arabia. The Federal Reserve Bank of San Franci.sco has a policy
of supporting technical assistance for Pacific Rim countries and
has sent supervisors to Malaysia, Indonesia and China.

It is much more difficult for the FED to make available
supervisors for longer-term assignments, but the agency makes its
best effort to identify supervisors for such assignments within
the Federal Reserve System or among retired supervisors. There
is a FED-wide policy that positions will be held for supervisors
participating in overseas assignments until they return. Given
its limited resources, the FED has stressed that it is very
important that the countries requesting assistance be firmly
committed to reform.

In addition to providing overseas technical assistance, the FED
periodically hosts foreign delegations interested in its
assistance on specific issues. The FED will arrange a series of
briefings for the visiting supervisors on topics of interest.
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b. Training

The Federal Reserve is also very active in the area of training
developing country supervisors. The FED, in conjunction with the
World Bank, is sponsoring a semi-annual three week training
course for developing country supervisors. The Federal Reserve
plans the curriculum for the first two weeks. The FED places a
heavy emphasis on financial and credit analysis and provides two
to three instructors per session. The World Bank plans the third
week, which consists primarily of case studies. The number of
participants for each course is held to approximately forty.
According to World Bank and FED officials, the demand for
training far exceeds the supply. The 1990 spring IBRD/FED
training program will be held overseas for the first time, taking
place in Ghana.

In addition to the IBRD/FED training program, the Federal Reserve
Bank of New York conducts an annual four week Central Banking
Seminar, which contains some discussion of financial institution
supervision, and a one week seminar dedicated specifically to
supervision of financial institutions. Developing country
supervisors are welcome to participate in these programs.

The Federal Reserve also allows 2-4 students per session, (or
approximately 100 per year), from developing countries to
participate in its training programs for domestic supervisors.
The Federal Reserve System offers a series of courses for all
levels of bank supervisors. (see Appendix C for a complete list
of courses provided by the FED).

The FED also contributes to training developing country
supervisors by providing instructors for regional training
programs sponsored by SEACEN, Caribbean Bank Supervisors, and
CEMLA.

3. Federal Deposit Insurance Corporation (FDIC)

a. Technical Assistance

Like the acc and the FED, the FDIC has a policy of assisting
developing countries upon request to strengthen their systems of
regUlation and supervision of financial institutions, or to
consult on deposit insurance. If the FDIC cannot meet a request
by drawing from its current staff, it will approach its retirees.
As a result of the u.S. S&L problem and the Financial
Institutions Reform and Recovery Act of 1989, however, the FDIC,
particularly, faces significant resource constraints. The FDIC
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must train 4000 new staff to mcmitor thrifts in its schools this
year and its staff is providing on-site examination assistance to
the Office of Thrift Supervisie·n.

The majority of requests for assistance received by the FDIC are
for assistance in setting up deposit insurance programs. In
responding to these requests, the FDIC often also provides advice
on related supervisory issues. Additionally, the FDIC receives a
number of informal visits from foreign supervisory authorities
for which it arranges appointments as appropriate. Secondments
for longer-term assignments are fairly rare for the FDIC. This
institution, however, has sent longer-term advisors to Nigeria,
the Netherland Antilles and Honduras in the recent past.

b. Training

The FDIC also participates in the training of developing country
supervisors by making any extra openings in its domestic training
programs available to foreign supervisors. The FDIC trained 41
students in 1988-89 from Gambia, Bahrain, the Netherland
Antilles, Nigeria, Korea, Cyprus, Australia, Thailand, and China
(see Appendix C for a complete listing of training courses
offered by the FDIC).

Additionally, the FDIC has recently designed and implemented two
four-week training programs for supervisors of different levels
in Bahrain. Supervisors from the Gulf States and several African
countries attended these sessions. The program materials were
turned over to a training center in Bahrain and the FDIC advised
the center on how to carry out future training programs.
Resource constraints prohibit the FDIC from conducting similar
programs in other countries at the present time. The FDIC also
supports the training of developing country supervisors by
providing instructors for the IBRD/FED training program.

4. Federal Financial Institutions Examination Council
(FFIEC)

The majority of requests for assistance for training supervisors
received by the FFIEC are directed to the OCC, the FED, and the
FDIC which have established training programs for domestic
supervisors. These training programs are the most relevant for
foreign supervisors. Developing country supervisors, however,
are also welcome to participate in courses and special seminars
offered by the FFIEC. For example, the International Banking I &
II courses which deal with the supervision of foreign branches
may be of interest. (see Appendix C for a complete list of
courses offered by the FFIEC).

37



PINAL REPORT

5. securities & Exchange Commission

The Securities & Exchange Commission has an ongoing program of
providing technical assistance to foreign market regulators in
both developed and developing countries. This technical
assistance is provided in the form of visits to S.E.C.
headquarters in Washington, D.C •• During these visits foreign
regulators meet with the various S.E.C. departments and receive a
briefing on the u.s. system. The S.E.C. also provides foreign
regulators with copies of statutes, laws, and policy releases
used in the u.s. system.

In order to coordinate and centralize its international
activities and to establish greater linkages with international
securities markets, the S.E.C. has made a policy decision to
commit more resources to its international programs and
established a new Office of International Affairs in 1989. The
S.!o.C. does not currently have an official policy of sponsoring
in-country visits to provide technical assistance due to
bUdgetary constraints.

The S.E.C. is also very active in the International organization
of securities and Exchange Commissions (IOSCO), which includes a
number of developing countries. IOSCO has working groups that
focus on issues concerning securities markets worldwide.

B. International Donor Agencies

1. U.S. Agency for International Development

a. Financial Sector Development Project CFSPPl

AID/PRE's Financial Sector Development Project (FSDP) has made
providing assistance in the area of prudential regulation and
supervision one of its highest priorities. Price Waterhouse,
prime contractor under FSDP, has an active Regulatory Advisory
Practice which provides consulting services on regulatory and
supervisory issues to governments and financial institutions.
This group is headed by Mr. Peter Cooke, the former Chairman of
the Group of Ten Committee on Banking Regulation and Supervisory
Practices (the "Cooke Committee") and Associate Director of the
Bank of England responsible for banking supervision. The group's
Managing Partner is Robert R. Bench, former U.S. Deputy
Comptroller of the Currency. PW's regulatory group consists of a
number of long-term career supervisors. In addition, the Price
Waterhouse's Financial Services Industry Practice also includes
specialists on all types of financial institutions, including
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banks, investment companies, broker dealer operations, insurance
companies, etc. Importantly, the team of former supervisors and
financial services industry experts includes experienced
attorney/regulators who can assist developing countries to
strengthen their regulatory frameworks for the financial sector
and to structure enforcement powers. These attorney/regulators
include a former general counsel for the OCC and an expert on
securities law. The Price Waterhouse Regulatory Advisory
Practice also maintains a database of retired developed country
financial institution supervisors, many of whom are former "Cooke
Committee" members, whose services may be made available to
developing countries.

As a major multinational accounting firm, PW can offer developing
countries assistance in strengthening accounting standards and
the role of external auditors. Price Waterhouse also offers a
wide range of management consulting services designed to meet the
needs of the financial services industry, including the design of
internal controls, information systems, and training.

2. The World Bank

The World Bank finances technical assistance in the area of
regUlation and supervision of financial institutions in the
context of financial sector loans and projects. The Financial
Policy & Systems Division, which has three analysts with
extensive experience in regUlation and supervision of financial
institutions, assists the operational departments within the
World Bank to design projects and establish the conditionality
for loans.

The World Bank does not normally provide technical assistance to
countries outside of projects. A notable exception to this
policy is World Bank technical assistance to Poland which has
been ongoing since 1987. The World Bank and the OCC also
conducted a two week training program on bank supervision in
Poland during 1989.

The World Bank primarily draws upon U.S. and European supervisory
authorities and retired supervisors for technical assistance.
World Bank officials have noted that supervisory personnel have
not been as available in the recent past.

The World Bank sponsors a semi-annual training program with the
Federal Reserve. Two to three months prior to the training
program, IBRD Division Chiefs from Industry & Energy, Trade &
Finance, solicit nominations for the training program from
developing countries. The World Bank gives priority to senior
supervisors and attempts to have at least one supervisor per
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country in each course. According to IBRD dnd FED officials, the
dtlmand for this type of training is growing. The World Ban]c
identifies programs in French as the biggest unmet need in the
area of training of supervisors, and is examining ways to meet
this need.

3. International Monetary Fund (IMFl

The IMF is currently sponsoring technical assistance in the area
of regulation and supervision of financial institutions in
eighteen countries through secondments of senior level
supervisors. According to IMF officials, the demand for
technical assistance in this area is growing at a rate of 18%
percent per year. This year alone they have received over 100
requests for assistance in the area of regulation and
supervision. The IMF has advised, however, that it is becoming
increasingly difficult to find supervisors who are available for
long-term secondmen'ts.

Due to the lack of availability of long-term advisors, the IMF is
shifting its focus to providing short-term technical assistance.
The IMF is establishing a new division within its Central Banking
Department, that deals specifically with regulatory and
supervisory reform in an attempt to meet the increasing demands
for assistance. staff members in this new division will
participate in Fund missions and will offer short-term technical
assistance to developing countries. The IMF will also continue
to draw upon developed country supervisory agencies for
assistance to supplement it~ in-house staff.

The Fund does not offer training courses specifically in the area
of financial institution regulation and supervision. It does
conduct, however, its Central Banking Seminar, which includes a
supervisory component.

C. Regional Training Programs for Supervisors

1. Bank for International Settlements

The Bank for International Settlements conducts a bi-annual
training course for senior developing country supervisors and one
supervisor from each of the Group of Ten countries. This
training course is one week long and covers current issues of
importance in the area of regUlation and supervision of financial
institutions, such as capital adequacy, off-balance sheet riSkS,
the role of the external auditor and the international
convergence of supervisory requirements.
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2. SEACEN

The SEACEN Centre, organized by Bank Indonesia, Bank Negara
Malaysia, the Union of Myanmar Bank, Nepal Rastra Bank, the
Central Bank of the Philippines, the Monetary Authority of
Singapore, the Central Bank of Sri Lanka and the Bank of
Thailand, offers training programs covering all policy and
operational aspects of central banking, including supervision of
financial institutions. Classes are open to staff from member
central banks and selected financial institutions.

3. Caribbean Banking Supervisors Training Program

The Caribbean Banking Supervisors Training P~ogram offers courses
in bank supervision at both the junior and senior levels. Courses
are not just limited to Caribbean supervisc.::·s; supervisors
sponsored by any Central Bank are welcome. ''':OU::- -:les are taught by
the management of the Bank Supervision De~,..:-trllen~·. at the Central
Bank of Barbados as well as outside lec~ur(: f1:'()m foreign
supervisory agencies. The program is curr~·:-,· I l ,..;anizing a
junior level training program to take pla( ..... ,;:t' -25 in the
Cayman Islands. Developing country centred . Ui;';'~ i. r. terested in
having supervisors participate in these proi:j": ?r'I~ '" c.uld call
Clyde Johnson, Director of Bank Supervision ilL :.,~entral Bank
of Barbados.

4. Centro de Estudios Mone1:arios".;, L;.'ltinoamerica
(CEMLA)

CEMLA offers a wide variety of courses and seminars on regUlation
and supervision of financial institutions. CEMLP~ offers courses
for both junior and senior supervisors. CEMLA courses and
seminars are taught by CEMLA staff as well as outside banking and
supervisory experts. These courses are typically two weeks in
length and are conducted in English and/or Spanish depending on
the participants. On average 25 supervisors participate in each
course. Course participants are nominated by CEMLA sponsors,
which include financial institutions from Latin America, the U.S.
and Europe as well as international organizations such as ECLA
and A.I.D. CEMLA also periodically offers 2-3 day seminars
focussing on specific topics in the supervisory field.

D. Multinational Professional Services Firms

The major professional services firms can play a key role in
assisting developing countries to strengthen their systems of
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prudential regulation and supervision. These firms have
longstanding accounting and management consulting practices as
well as a knowledge of local conditions through their worldwide
offices. They are the leaders in the accounting profession
worldwide and can assist developing countries to strengthen
accounting standards and the role of external auditors.

Additionally, all of these firms have management consulting
practices specializing in management information systems, which
can be utilized both by the supervisory authorities to design
off-site surveillance systems as well as by the developing
country financial institutions themselves to upgrade their
internal systems. Most of these firms also have consultants
specializing in working with financial institutions, who can work
with developing country financial institutions to
strengthen/redesign internal cor,trols that will ensure that the
institution operates in a safe and sound manner.
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List of Persons Interviewed

A. u.s. Government Agencies

1. Office of the Comptroller of the CUrrency

Ron Lindhardt
Director, International Banking and Finance

Donna Duncan
National Bank Examiner/Technical Education Specialist

2. The Federal Reserve system

Joe M. Cleaver
Assistant Director, Division of Banking Supervision and Regulation
Board of Governors of the Federal Reserve system

Larry Promisel
Senior Associate Director, Division of International Finance
Board of Governors of the Federal Reserve System

Joseph J. Sciortino
Supervisory Financial Analyst, Division of Banking Supervision

and RegUlation
Board of Governors of the Federal Reserve System

Tom McQueeney
Assistant Chief Examiner, International Banking Supervision
Federal Reserve Bank of New York

Rodney Reid
Vice President
Bank Holding Companies and International Banking Supervision
Federal Reserve Bank of San Francisco

Merle Borchert
Vice President
Bank Examinations
Federal Reserve Bank of San Francisco

3. Federal Deposit Insurance corporation

Robert Ruff
Chief, Training and Development Section

William Carruthers
Special Assistant to the Deputy to the Chairman

Joseph Duffy
Senior Financial Analyst
Division of Supervision



Charles V. Collier
Assistant Director
Division of Supervision

Robert V. Shumway
Deputy to the Director

4. Federal Financial Institutions Examination Council

John P. Newton
Manager for Examiner Education

s. Securities and Exchange Commission

Alden S. Adkins
Senior Specialist Counsel
Market Regulation

Edmund Coulson
Chief Accountant

B. International Donor Agencies

1. The World Bank

Vincent Polizatto
Senior Financial Analyst
Financial Policy and systems Division

Joaquin Gutierrez
Financial Specialist
Financial Policy and systems Division

2. International Monetary Fund

Justin Zulu
Director
Central Banking Department

Jacques Gautier
Advisor
Central Banking Department

C. Regional organizations

1. CEMLA - Centro de Estudios Monetarios de Latinoamerica

Ximena Carretero
Training Department
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2. SEACEN -

Ibrahim Bih Hashim
Manaqer
Bank Examination I

3. Caribbean Bank supervisors

Clyde Johnson
Director
Bank Supervision
Central Bank of Barbados
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This directory contains brief descriptions of the examiner trainina progr&m5
offered by the five federal financial institutions reaulatory alencies and by
the lFIEC. Hore detailed information about each of the courses can be ob
tained by contactina the sponsorinl orlanization.

Relistration policies and tuition rates are sWllll&rized at the beainninl of
each orlanization's list of proarams.

Examiner trainina calendars are planned by each oraanization in the
summer/fall of each year. It is best for state agencies and other non-member
aaencies to submit estimates at that time to the appropriat,' aaency. As
proarams are planned in response to these planninl requests, t~ere is little
remainina capacity to accommodate requests received durinl the t~ainina year.

Relistration in prolrams sponsored by the five member alencies of the
Examination Council'!s accomplished only by contacting one of the alencies.

Relistration for FFIEC proarams is ~ually accomplished by relisterinl throulh
an FFIEC member aaency.

Some member aaencies have limited funds to as.ist examiner t~.ininl for state
financial institutions reaulatory alencier. Some orlaniz~tions of state
financial institutions reaulatory _,ancie. al.o have limited fun~a to a.sist
examiner traininl. It 11 be.t to relister throulh one 'of ~he... sponsorina
orlanizations if one vi.he. to seek fundinl for exaainer t~~ininl'



PROCEDURES TO PARTICIPATE IN FDIC & FDIC-SPONSORED TRAINING

Resistr.tion Procedures

In Spring, usually in l.te Hay or June prior to the training year, the FDIC
requests the number of training slots wanted in sponsored FDIC or FFIEC
courses via an informational letter sent to each state. After the response
deadline, usually in July, slots in cour... sessions are assigned. In mid to
late Fall, the dates of assilned training slots are communic.ted to the states
and they are requested to forward the names of their trainees expected to
occupy the assigned slots.

Cancellation Policy

Confirmed state student nominations in FDIC schools in this program must be
cancelled at least 31 days prior to the start of a r.lass. If no replacement
student is offered. the state banking authority is responsible for the total
tuition and lodginl costs. In the case of cancellations of confirmed FFIEC
school slots sponsored by FDIC, state banking authorities will be responsible
for total tuition regardless of when they .re cancelled. The st.te will .lso
be responsible for the cost of lodging if the cancell.tion does not occur at
le.st 31 days prior to the start of a cl.... Substitution. may be made in any
cour.e .t any time.

Tuition

Tuition for FDIC schools ranle from $200 for one of the one-week courses to
$500 for one that is three weeks long.

Fundin.

A cost sharina proaram that includes tuition, lodaina and travel expen.e. is
available in which the lOIC pays part of the costs. Details are prOVided in
the informational letter.

Lodlin.

A .eparate indication of lodainS needs .uat be provided when student ~s are
su_itted.

Contacts

General inforution requasts and student cancellationsIchanaes should be
directed to Ma. rr.~ces Childers. Questions resardins student ladSins .hould
be directed to MI. Donna Hurley or Ma. Rita Herold. Addre•• and telephone
m.ber. are:

lOIC Division of BanK Supervi.ion Trainina Center
1701 N. rort Hyer Drive .- Lobby Level

Arlinaton. Viralnia 22209
202'191-3500

1
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ASSIS'DIft mllDllD sanna I

Thi. cour.e str••••s the fundamentals of bank sup.rvision, bank accountinl,
and FDIC report pr.paration, and enhance. und.rstandinl of FDIC's autout.d
report.

Course lAnlth:
Intended Audience:

3 week.
Assistant Esaminers with 3-6 months experi
ence in bank sup.rvision.

This course introduces basic concepts .uch as funds manalament, trust, and
audit, control and op.ratinl systems. Bank analysis i. ext.n.iv.ly cov.r.d.

Course tanlth:
Intended Audience:

ASSISUII'l' IDMDIII SOIlOL m

2 w.eks
As.istant Examin.rs with a minimum of 14-18
months .xperienc••

This cours. focus•• on landini, credit analysis includinl specializ.d landini,
loan di.cussion t.chniqu•• , and FDIC cl...ification proc.dur...

Cour.. Lanlth:
Intended Audience:

2 weak.
As.i.tant Ix••in.rs with 1 1/2 - 2 1/2 years
uperienc••

Jud..-ntal and c~icatiV8 .kill. involv.d 1D bank supervi.ion are·.tr...ed.
Student. evaluate a bank, it. loan portfolio, and pr.pare aD mIC rllport.

Cour.e Lenlthl
Intend.d Audience I

"""ICIIID DMOWD swe"

3 .....
As.i.tant ~Der. with 3 year. experience,
c~letiOft of As.i.tant ....iD.r School III,
and a lood under.tandiftl of bank credit••

Thi. cour.e focus.. on the esaainer' • role in tM supervi.ory proc....
!llphui. i. on larl. and probl. iDatitutiou. off.ite analy.i., and faillDI
baDU.

Cour.. LanIChl
Intended Audiace,

1 ....
....in.r. c~••ioaed fre. 1-2 JUr••

2



IDIe/b-fNt' 'fraiDiDa eoar...
Page 2.

Thi. cour.e introduce. IDOst aspects of fiduciary activity, focu.e. on exam
techniques and FDIC report preparation.

Course Lenlth:
Intended Audience:

QllSiiiii PiOl&tIC»i SQI)OL

2 weeks
Trust Examiners with 3-6 months experience or
Commercial Examiners with 18-24 months exper
ience.

In-depth familiarity is provided on consumer laws, FDIC exam technique. and
corrective actions required )y civil rights and consumer law••

Course Length:
Intended Audience:

1 week
Participants with a minimum of 2 years bank
supervision experience.

This course teache. bank examiners EDP exUl procedure. and covers the FFIEC
EDP Handbook and Work Prolram. Report preparation and SOM prolrUlllinl is
taulht.

Course Lenlth:
Intended Audience:

2 week.
Bank examiner. with EDP fundamentals back
ground and SOM EDP au experience.

3
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PROCEDURES TO PARTICIPATE IN FFIEC TRAINING

Re,i.tration Procedure.

U.ually in June prior to the training year, the lFIEC issue. a reque.t for
training number. to the five IDUlber agencies of the PP'IIC and .elected
none_bar aaancies. Any .tate wishing to rea1ster directly with the "IEC
may do so at this time. EatiJDated training needs are due by AUJUllt 31, and a
final program calendar i. prepared by mid-Septembar.

Cancellation Policy

Thirty days in advance of the opaning day of a proaram, the nIEC must be
notified of a cancellation or the full tuition will be charged.

Tuition

State financial institution. regulatory agenci•• will ba charged the ....
tuition a. nIl": ..bar agancie.. Current e.timate. of cour.e tuition for
1990 will be approxiJDately $50 per day; conferance. may be .ubject to a hi.her
tuition.

lundinl

No FlIEC fundina a••i.tance is available for nIIC .chools or conferences.
Contact the appropriate federal financial instituti~ reaulatory aaency
raaardina its traininl support proar....

Lodlinl

All .tate r_listrations effected throulh a ...bar alancy vill obtain lodlina
throulh the reli.tarinl ...bar alency.

All .tata reliatrations effactad directly with tM "DC -- the "mc vill
forward lodlina raquut. to the FDIC for roc.(.) in The Virlinian lodlina
facility til Arl1Dltoa, Virlinia.

Contact

ror further tnfo~tion:

rrIIC
1701 North rt. Myar Drive, 10th rloor

Arlinlton, Virlini. 22209
Telephone: 202/191-3521

rAX: 202/191-1551

4



lIDIIAL nvlEt" Wil'NfICIIS IIAMJ1IAT.[CII 0.:11.

Tht. course is d••ign.d to give participants practic. and confidence in
conducting me.ting. with manalement using a difficult ezamination report and
with the ability to handle probl.m situations; lood communication techniques
ar. identified and developed.

Cour•• Lenlth:
Intend.d Audienc.:

5 day.
Commission.d Examin.r. who are belinnina to
make presentations to manalament and others
who want to improve th.ir me.tina/lead.rship
skills.

This cours. is desianed to equip an instructor with fund_ntal teachinl
skills. At the conclusion of this course, the participant will be able to
pr.pare les.on plan.; efft,ctiv.ly us. l.ctur., qu••tion and discu.sion t.ch
niqu.. in the classroom; and int.lrat. appropriate audicvisual aid. into a
pre••ntation.

Cour.. L.nath:
Int.nded Audienc.:

5 day.
Examiner. who have been ••l.ct.d to t.ach in
al.ncy or Council cour••••

Th...in obj.ctiv. of this cour•• i. to incr.... the participant'. knowl.dle
of major functional .lement. in the mana.ement proc.... A corollary obj.ctiv.
i. to aiv. the participant inal.ht. into hi./her int.rper.onal skill••

Cour.. Len.th:
Intend.d Audienc.:

DiiiiilrICIIAL NJK!F I

5 days
Participant should have betw.en 5-10 y.ars
of ....inin. .xperienc. and should have had
.~ previou. ezpo.ure to mana•..-nt con
cept••

Thi. cour.. .-pha.iz.. the basic function. of int.rnational bankin. and how to
apply the appropriate alency r.aulationa in carryin. out bank .upervi.ory
re.pon.ibiliti•••

Cours. With:
Intend. Audienc.:

5 day•.
Participant should hav. a aint.ua of 1 year
of ezperi.nc... an ....in.r.

5
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Pa.e 2.

miIiiAfICIIAL MKl'P! U

This school vill build upon previous international bankinl traininl or expe·
rience. At tha conclusion, attendees vill be able to perform int.rnational
examination function. vith a moderate delre. of lUidanc••

Course Lenlth:
Intended Audience:

5 days
Attend.e. must have complet.d Intemat~.onal

Bankinl I and have on·loinl profe•• ion'Ll re
sponsibiliti.s in intern.tional banking.

This advanced vorkshop vill prOVide an in-·d.pth analysis of n.v products in
intern.tional capital markets. Present.tion3 liven by IIIIlrket practitioners
will include a description of the mark.ts and hov co..-reial bank. pmrtici
p.t., a description of the transactions, icientification of risks and discus
sion on hov the bank controls the ria::••

Cours. Lenlth:
Intendad Audience:

5 days
A selact number of examiners and analysts vho
d.al vith int.rnational capital ..rk.t~•.
Attend... must have had substantial .J~o.ure

to int.rnational capit.l ..rk.t. in.tl~t.

eith.r throuah uuination. 01' IlUltina,tional
bank. or r....rch.

This cour•• i. d.si,n.d to identify tlla ..jor type. of fr.udulent and cl~1IDinal

.ctivity involvin. financial in.titutions. Buic d.t.ction and inv••ti.••tion
techniqu.. vill be cover.d. Rel.vant cr1ainal .tatut.. ..ini.t.r.d 'by the
U.S. Dep.rtment of Justica, •• v.ll a. tlla civil and .daini.tr.tive .uthority
of tha f.d.r.l financial institutions r.,ul.tory .Iencie•• vill be .ddr••••d.

Cour.e Lanlth:
Intend.d Audienc.:

D' SIJIIIOSI1II

S day.
Cc.a18.ion.d luain.r. vith • ainu... o:f S
y••r. total uperienc. in financial in.t~itu·

tion .zaaination.

A forum for the ••t .enior IDP .xainar. to d18cua. iIIportant IDP i ••ua. and
to d.velop rec~dations for new polici•• and procadur•••

Cour.. Lanlth:
Intendad Audienc.:

•

1 vaat
IDP ....in.r. heavily involved in ....tninl
cc.pl.. data proc•••inl cent.r••

6
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10.~ CQifU'CI

Thi. conf.rence i. d••igned to update senior !OP Examin.rs r.,ardinl curr.nt
d.velopments in the area of lOP. Sp.ak.rs for this prolram ar. nationally
r.cognizGd lead.rs from indu.try, and occasionally, senior staff members from
reaulatory alenci.s.

Cour.e Length:
Intend.d Audience:

USUAlly 5 days
Senior !OP Examiners.

This conference is designed to strenlthen attendee.' knowl.dle of project
analysis. real estate finance. income property appraisal and loan underwrit
inl. Attendees will have an improved ability to und.rstand and challenge the
assumptions behind income property loans.

Course Length:
Intended Audience:

Usually 3 - 3 1/2 days
Commissioned Examiners who have considerable
involvement with income property loans.

This conference is designed to update attende.. relardinl the latest develop
ments in international credit analysis. country rist. international money
markets. and concerns and polici•• of the bank reaulatory al.nci.s.

Cours. Lenlth:
Intended Audienc.:

Usually 2-3 clays
Senior International r~amin.rs or Senior
Examin.r.-in-Char,.. Attende•• must have
att.nd.d International lankin. I and II or
have .quivalent ezp.rience. Th. conference
is intend.d only for those .x..iners who
r.rularly have senior r.sponsibility in the
int.rnational hankin. or financial· arena••

L&IGI 1ft',A' TI.... lIS aalUOCI

This conf.renc. deals with financial institutions' lar•• dollar vire transf.r
syst... and utilizes the "IIC lunda Transf.r Activiti.s Unifo~ Iz..ination
Procedures Manual. Attend••s vill und.r.tand the rists involv.d in such
transf.rs and. vhen call.d for. vill be able to r.ca..and proc.dures to reduce
these risks.

Cour•• Lanlth:
IDtend.d Audienc.:

2 days
....in.r. who ar. lik.ly to ....in. vir.
transf.r .y.t.... al.o ....in.r.-in-Char••
vho vill be responsible for .uch eY"ina
~iou.

7
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0f'I NI UICI SIll! JIll WiI"'*CI
Thi. conference i. de.ilned to improve senior·examiner.: understandina of the
incentive. and implication. of financial institution. lJIOvina certain inc,,_
aeneratina activities off their balance .heet.. The overall loal i. to train
senior level examiner. to better understand and evaluate the risks a••ociated
with off balance sheet activitie••

Course Lenlth:
Intended Audience:

Usually 3 - 3 1/2 day••
Senior fleld examine~s with at lea.t 10 years
experience.

This conference is an update for Senior Trust Examiners on current develop·
ments in the area of trust bankinl. Speakers for this program are nationally
recognized leaders from industry and. occa.ionallYt senior staff frOID the
relulatory a.ancie••

Co~r.e Lenath:
Intended Audience:

Usually) - 3 1/2 day.
Senior Tru.t ~miners •

•



PROCEDURES TO PARTICIPATE IN FaLBS &I FHLBS-SPONSORED TRAINING

Relistration Procedures

Th~ lank Systams Office of Education (ISOE) calendar is derived ~rom the FHLB
System and ACSSS (Am8rican Council of State Sup.rvisors) d~d. The proc.ss
'begin. in April of .ac1.7 y.ar with the distribution of a "Surv.y of Traininl
Ne.d." to the Fm.BS an~ ,,~c.sSS, which togeth.r repr.sent the majority of ISOE
enrollments. From Distri\:t projection. and ISOE analy.i., SSO! d-v.lop. a
course budl.t and calandal that accommodate. the .xp~ct.d demand by ;4pteMber
I, which signals the belinnin. of r.gistration of specific courses.
Enrollments are acc.ptad by phon., E-mail, or IDUIO. When the calendar is
published ..nd enrollments begin, slots can be re••rved in course. without
providinl specific namas. In January, however, the number of "unknown slots"
in any liven session is limited to five p.r District/Alency and slots in
exc••• of five ~r. drop~ad after January 1.

Cancellation Policy

Enrollment substitutions are acc.pted at any time prior to the beginning of a
course. Canc.llation. ar. acc.pted without a penalty if th.y .•r. made at
leagt ten working days prior. to the starting day of the cour.e. Canc.llation
of enrollment. made 1... than tan working day. prior to a ...inar, with no
repl.c-..nt, ar. charged n canc.llation f•••qual to on.-half of tuition.
"No-Show" (i. e., no previoe. notific.tion tC' ISOI) anrollMnt. .1'. charged
full tuition. No roane.llatiol. char._ i ••••••••d if the .lot can be f.lled by
any individual in the PBLB Sy.t... ISOI vill .ak••v.ry .ffort to fill their
.lots in ord.r to .void ••••••ing • canc.llation f•••

Tuition

Tuition rang•• fra. $220 to $1,300 d.pending upon tha l.nlth of the cour.e.
Mo.t of the .tandard fiv.·day cour••• ran•• fra. $SSO to $7S0.

'undinl

Th...jority of .tat. participant. utili.. the ACSSS funds vhich .1'. .lloc.t.d
Ulenl the .tatu ba.d priMrlly on ov.r.ll ....t IIi.. of .tat. chart.r s.x.
in.titutiou. ACSSS p.y. 100% of tha tuition for ISOI cour••• a. long a.
funds .1'. availabl.. In the fi.cal year 1919, the available tuition funding
for .tat.....in.r. in ISOI cour••• v.. $227,000. lor rrlle cour•••• ACSSS
bas a ••parata funding agr• .-.nt ••tabli.h.d directly vith the rrIEc.

9



nLBS/Procedtaru
P.ge 2.

Lodging

Approximately five weeks prior to the startin~ d.te of a cour8., pr.·....ion
materials are sent to the scheduled participlUr~s with a IDUIO outlininl cour••
logistics. ISO! arrang.s hotel accommodations for all participant.. With the
exception of courses held at the BSO! Training Center in Irving, T~. the
lodging and seminar locations are one and the same. Stat.. .r. not •••••••d
lodging costs.

Contact

For further info~tivn, please cont~ct:

Ms. Lori McKee, BSOE Program Coordinator
FHLBS!BSOE, Suit. 500

500 John Carpenter Fr••w.y
Irvin., T.x.. 75062

214/541-8776

10
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It .hould be noted thMt the lBLBS'. RelUlator)~ Handbook Examination Procedure.
are in the proce•• of beinl incorporated into all of the lBLB cour••••

ASSft J xAmJ'1Y ""AgPiUl I

Att.nde.. will dev.lop an und.r.tandinl of the conc.pt. and t.chniqu.. of
planninl, cUr.ctinl and controllinl the flow, l.v.l, mix, yield, co.t and
duration of fund. for .avinl' in.titution.. In addition, attende.. will
dev.lop a bett.r und.r.tandinl of performance and risk conc.pt. for .avinls
in.titution••

Cour•• Lenlth:
Intend.d Audience:

ASSa' LUlILrrY '···.dhUi n

1 w••k
GenerAlly lQ•• than 4 year. experience.

Participants will learn to u.e the principle. and concept. of a~set/liability

manalaaent::hroulh st..ulation and devalor-mt of financial plan. for thrift
in.titution.. Th. planninl mod.l will h.lp the participant d.velop .tratelie.
for the optiaal inc~ producinl portfolios, and und.r.tand how .avin••
in.titution. plan, direct and control the flov, leval, .ix, yield, co.t and
duration of funds.

Cour.e lAnlth:
Intended Audience:

1 ve.
Generally -are than 4 year. experienc••

Att.nele•• vill r.vi.w tlla ..jor r.lUlatiou aff.ctin. buin... lendinl, a.
wll u tlla contat of a creclit file. The c:lu.ificatioa pro~e•• will be
.-arized and kay factor. iclentifiad that .., be cauidend to a"oid over
cl...ification. Principl.. of ... internal r."i_ of bain... loaM will be
intr06uced. .. wall .. the proced~ and ~licatiOftl of loan clas.ification.

Cour.e Laatlu
Intended Audi_ce:

1 ....
Generally 1... than 2 y..r. apariMce.

meryA' I .• If I' • IViWiS ~ 011II ha" ..ii

'rovide. participant. with the basic conc.pt. relatin. to financial in.tn
....t •• fiUllcial futur.. and optiou ..rket.. Attend... will .ain fundaMntal
Imovled.e of thu. ..rket. and how tho, can be used to pruene the viabUity
of a .avin•• and loan ...ociation.

Cour•• s..,thl
Int...... Audiac.:

..

1..-
Generall, 2 year. ....rieace.

11 I
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Pale 2.

lWiiIihiDUD 'ftIIIft IlGUUfOIl SCIOOL

Desiln.d to t.ach an examin.r to properly administ.r vork .nd information flow
and .valuat••11 findinls for examin.tion of a medium-sized, mod.r.te-probl.m
institution. Th. participant will d.termine the importance of ••ch factor
relative to the ov~r.ll ratinl and condition of the in.titution and
effectively communicate the findinls and recommendations to FBL! and
institution man.lement.

Course Length:
Intended Audienc.:

LOAN ANALYSIS SC!JX)L

1 veek
Generally 2 yaars expari.nce.

•

The particip.nt will analyze cashflov from re.l estat. projects to .v.luate
association l.nding and appraisal policies, revi.w sp.cific loan tran.action.
for policy complianc., analyze the ability of the borrower and the proj.ct's
ability to s.rvit:. debt. and prop.rly cl...Uy the loan and, if n.c••••ry,
calculate thH net realizable value. Loan cla.sification and an.lysi. of loan
loss reserve. is also included.

This cours. teach.s es.ential LOTUS .pplic.tions for a r.sul.tory environment.
Emphasis viII b. on spre.d.h••t d.v~lopmant, templ.t. buildinl, d.cision
makinl, d.t. Clarlinl, and financial analy.is throulh pr.-set, IDOdifi.bl.
routin.s calcul.tinl NPV, APR, amortiz.tion and IIR.

..

Course Length:
Intended Audience:

HICIf "CCIU1ftDS I/lDnJS

Cour.e Lanlth:
Int.nd.d Audi.nc.:

1 veek
Gener.lly 12 months to 2 y~.rs ~xperience.

1 we.k
Generally l ••s than 2 ye.r••xperience•

Thi. cour•• provid•• rsaulatory per.onn.l with a baic under.tandinl of the
mc~tl.l. banktnl busin•••• k.y .lement. of ri.k .ana•..-nt in .art•••• bankin,
up.ration. and prt.ary financial f.ctor. in .artla•• bankin.. Stud.nt. will
be .bl. to identify the fund....t.l conflict. betv.en .art,... bantin. and
portfolio l.adtn••tr.t.,i•• , diff.ranc•• in ri.k .apo.ur. and the result. of
faUur. to ••I~•••t. tha tvo .ppro.chel. to .art•••• landin.. Accountinl
b.u•• r.latild to IIOrtlal. bankinl .r••110 .ddr••••d, includlnl: b.lanc•
• h••t pr••ant.tion. loan .al... and .ccountinl for ••rvicinl end loan ori,i
nation f••••

Cour.. Lenlth:
Intended Audienc.:

2 day.
Gen.rally 1••• than 2 y.ar. ezperi.nc••

12
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P.s. 3.

iliWtunc. I

o..ip.d to incr.... p.rticipants' und.r.tandinl of the dynamic. of the
n.loti.tion proc... and to incr.... .kill. in planninl .nd .x.cuting
n.goti.tion strat.gi.s in a v.riety of prof•••ion.l ••ttin•••

Cours. Length:
Intended Audi.nce:

NIOOtUTICli II

3 d.ys
Genqr.lly less than 2 y••rs exp.rience.

The cours. objective is to increase the negoti.tion skills of regul.tory
personn.l involv.d in negoti.ting alreem.nts with associations and other
in.Jtitutionc.

Course Length:
IntAnded Audience:

2 days
Generally less than 4 years exp.rience.

NTRS is a 2-we.k prolram of study for examiners with 6 - 9 months experience
who have compl.t.d the NTRS Self-Study Manual. The Self-Study manual, which
tak.. 40 - SO hours to complete, includ.. 16 module. on v.riou~ consumer
reaulation. and examin.tion tools. The 2-week NTRS s••sion concentrat.. on
financi.l .nalysi., including reviews of oper.ting re.ults and int.rest rate
risk; cr.dit an.lysis, including review. of as••t cl••sific.tion and loan
relat.d regul.tion. 4nd documentation; and oth.r examination ar.a. including
CRA, Bank Secr.cy Act and Reaulation Z.

Course Lenlth:
Intended Audi.nce:

lUI. anD APPRAISAl I

2 w••ks
Generally 6 to 9 months experience.

The cours. will .cquaint participant. with the fund..-ntal principl•• ,
t.chnique. and proc.dur.. in the ex..ination of an appr.i.al r.port. It is
d••ilft.d to provide the .xamin.r with the nec•••ary und.r.tandinl of .ppr.i.al
practic•• and proc.dur.. of r••idential and r.lativ.ly unca.plic.t.d property
.pprai••l report••

Cour.. Len.th:
Int.nd.d Audienc.:

II&L anD AfPIATM' U

2 w.ek.
Gen.rally 1••• than 2 y••r••xperi.nc••

Thi. cour•• vill allow an exaain.r to .v.luat. an inc~ property apprai.al.
The .tud.nt vill learn bow to U8. the HP 12c and 11M ca.patibl. c08put.r. in
......in. di.counted cuh flow. and their 1IIpact on inc... prop.rty urket
values.

Cour.. Lan.th:
Intended Audienc.:

2 weeb
Generally 1... than 4 y.ar. UPerienc••

13
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IIILIS/bei-~ Tra1DiDI Caur_
Pale 4.

This cour.. will .nabl. particip.nt. to .v.luat. • thrift I s probl.. aSII.t
administration prolram. Stud.nts will g.in an understanding of for.closur.
issues' such .. for.closure proc.dur.s, l.nd.r liability and bankruptcy.
Addition.lly, students will b. exposed to forms of fr.udul.nt borrow.r/lend.r
activiti.s and other compl.x r.gulatory issu.s.

Course Lenath:
Intended Audience:

1 we.k
Generally less thAn 4 years experience.

This course is design.d to en.ble reaulatory p.rsonn.l to ev.luate the inher
ent risks and rewards associated with mortaaa. backed securities and risk
controlled arbitraae.

Course Lenach:
Intended Audience:

1 we.k
Gener.lly more than 4 ye.r. experience.

This program is designed to acquaint s.vinas and loan .xaminer. and supervi
sors with the prtmary type. of risk which s.vinls .s.ociation. take, me.surina
those risks, and und.rstandinl .nd ev.luatinl lUftal~t d.cisions on con
trolling these risks while still ••rninl an .d.quat. r.turn.

Cours. L.nlth:
Intend.d Audienc.:

SDlICil rINAlCI SCIIJOL

1 w••k
Gen.r.lly 1... than 2y••r. .xp.rienc••

Participants will r.vi.w and analyze financial inst~t., trans.ction. and
conc.pts applicabl. to the thrift industry. The school emphasiz.s ca.h flow,
the int.r••t marlin and int.re.t r.te ri.k.

Cour•• Lenlth:
Intended Audienc.:

1 week
Generally 1... than 4ye.rs experience.

SUPllVISIClh mmw;. ACrICil IISIUCII Am) sawrICIB

Thi. course i. d••ilfted to prep.re n.w .upervi.ory analy.t. to incr.... th.ir
pr.ctic. of effective supervi.ion in prot.ctinl the rSLIe fund. In p.rticu
lar, participant. will analyze sup.rvi.ory actions, an.lyze thrift financi.l
.tat_nt. and discus. cunent .....inatio:l proc.dure. to cunent industry
i .......

Cour.e Lanlths
Intended Audiences

1 we.
Generally Ie•• than 2 year. ezperience.

14



lIILIS/'yniner TraiDiJII eaar...
Pa._ 5.

P.rticipant. will l.arn to refine writing and editin. skills. Sp.cific areas
of concentr.tion will be: principl.s of effective communication; analysis of
communic.tion problems; style, grammar, tone, planning and layout; and man
agement functions related to writing.

Course Length:
Intended Audience:

CllDrr 1& COLLATIIAL

3 d.ys
Gener.lly less than 2 years experience.

System personnel will learn to perform credit analysis of an S&L institution's
portfolio and determine its financial Viability. This seminar will also
enable participants to evaluate an institution's collateral used to secure
advances.

Course Length:
Intended Audience:

CDlPLIANCB SCII)()L I

1 week
FHLBS Bank Operations Personn~l with 1 to 3
years experience.

Attendees will address examination procedures and other regul.tory concerns
for e.ch of the topics in the ORA Compliance Handbook. This school is cur
rently under development and is scheduled to be offered during the last half
of 1989.

Course Length:
Intended Audience:

2 weeks
Recently hired Sp.ci.li.t Compliance Exam
iners with at lea.t 1 month on-the-job
trainin. or Examiner. recently de.i.nated
a. Compliance Sp.ciali.ts.

At the conclusion of this cour••, the p.rticipant .hould have d.v.lop.d the
an.lytica1 .kill. n.c••••ry to •••••• • holdinl companyI. imp.ct on its
in.ur.d .ub.idiary. Th. cour•• will belin with 1 1/2 to 2 day. r.vi.w of the
.xamination prolram pr•••nt.d in the 1.1U1atory Handbook. Th. followin. 2 1/2
to 3 d.y. vi11 consi.t of major c... .tudy ••••ion. wh.r. .tud.nts will work
in ...11 Iroup. to analyze and .xamin. a ho1din. company. Stud.nts will vork
to••th.r to -.k. r.commendations and d.cision••

Cour.. Lenlth:
Int.nd.d Audi.nc.:

Other cour.e. to be developed:

1 v••k
FHLBS I.sul.tors with 1 to 2 years .xperi.nce
who have participated in at least one holdina
company .yamination.

AlN,.... !IIIIft 1IIiULl1m JCIIX&
'IDD'f ACaUi'tDL UD OI'llAUCIB sc:Rnc
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lIDDAL IISBIYI SYSTIM

PROCEDURES TO PARTICIPATE IN FRS & FRS-SPONSORED TRAINING

Registration Procedures

State attendees are to submit registration forms at least 45 days prior to
each school to the training coordinator in the Bank Supervision Department at
the Reserve Bank in whose district the state is located. If the state is one
that is split between two reserve districts, the state is to register through
the Reserve Bank in whose district the state capital is located. If more
convenient, the state may phone in the nC'~inations directly to the Reserve
Bank and follow-up with registration forms.

. .
In June of each year, the Board's training program surveys Reserve Banks for
their training needs for t"he following year. Each Reserve Bank, in turn,
surveys each state in its district for its training needs. The surveys are
returned to the Board during July and are the basis for drawing up the Sys
tem's training calendar. Thoughtful response. to the survey will assure that
space will be available for state staff in the desired sch~ols. If your state
has not been contacted by June 30 for your training needs, call the training
coordinator at the Rese:·,e Bank in whose district your state capital is
located.

Cancellation Folicv

There is no cancellation penalty applied to Federal Res.rve Schools.

Tuition

There is no tuition charle for Federal Re.erve Syst_ schoob with the excep
tion of the Credit Analysis School where there t. • charle for the course
~terials. The charle for 1989 i. '165.

Fundin.

The Board of Govemors' fundinl policy t. for the r.d.ral R.serv. Bank. in
whose district the state capital i. locat.d. to re1abur•• the .tat•• 40% of
the co.ta the stat. u_in.r. incur in attendln. the r.d.ral Re••rve Sy.t..
and "IIC Wa.h1n.ton .chool.. When .tat••taff attend r ••lonal .chools. the
R•••rv. Bank vill r.i.abur•• 60% of the total co.t. (locl.in.. tuition and
trav.l) incurr.d by the .tat••z..1n.r. in att.ndin. th••••choob. I'or
fu~th.r d.tail., contact the R•••rve Bank trainin. coordinator.

16
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ns/Proceduru
Page 2.

Lodlinl

When a studant is registered in a course through the appropriate Re.erve Bank,
a hotel room is re.erved for him/her. All students durina 1989 will be housed
at The Virginian in Rosslyn, Virginia. The daily rate for 1989 is $55. There
;ls a one night "late cancellation" charge for any cancellation made aftar the
111ursday of the week prior to the school. States are responsible for all
lodsing expenses, unless different arransements have been made with your
Rlaserve Bank.

For additional information, contact:

Ms. Nancy Griggs, Examiner Training Administrator
Board of Governors of the Federal Reserve System

Division of Banking Supervision & Regulation
Washington, D.C. 20551

202/452-3848

17
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lIDmw. DSIIVI SYSTIIH

's-iDer 'rraiDiDl Cour_

UKTNG I

This course teaches the fundamentals of examinations, inspections, applica
tions and surveillance, and stresses interdependence among these four super
visory specialities.

Course Length:
Intended Audience:

BAKING II

14 1/2 days
Examiners with approxtmately 3 months exper
ience.

This course is designed to teach the student how to u~e financial data taken
from performance, examination. and inspection reports and to analyze the
condition of financial institutions. The first week of the school is an
introduction to credit analysis.

Course Lenlth:
Intended Audience:

14 1/2 days
Examiners with 18 months experience.

This course will enable the student to more fully understand specific bankinl
functions, gain an overview of the operations of a bankinS institution and
participate in BANKSIM, a computer model that simulates a real-world bankinl
environment.

Course Lenlth:
Intended Audience:

CllDrr AlW.YSIS """'

14 1/2 days
Examiner. with 24 - 30 months experience.

Thb cour.e buila upon the credit analysis and loan cla••ification work
taulht in lankinl II and provid.. the student with ••yst...tic stratelY for
analyzinl different types of credits.

Course Lenlth:
Intended Audience:

9 1/2 day.
Esaminers with .are than 18 months traininl.

18



ns/Iz.tner 'haiDiq eour...
Paae 2.

This course is desi",ed to prOVide basic understandina of applicatioM pro·
cessina and familiarize students with related Board deci.ions.

Cour.e Lenath:
Intended Audience:

4 2/3 days
Applications Caseworkers with 2-9 months
experience.

This course offers an overview of consumer laws and regulations. The student
will work with loan files and case "studies and will participate in a mock
examination.

Course Length:
Intended Audience:

15 days
Inexperienced Consumer Examiner.

CONS1IIII CCJIPLIANCI IXAKINATIC»i II

This course examines complex consumer affairs issues and demonstrate. how to
effectively conduct an examination and present findinls to manal~ent.

Course Length:
Intended Audi.nce:

5 days
Individuals with at l.ast 18 months
consumer compliance examination exp.rience.

This cours. di.cu•••• the major function. of a financial institution's trust
department and the duti•• and re.pon.ibilitie. r.aardina its fiduciary obll
.ation••

Cour.e Lenath:
Int.nded Audienc.:

9 1/2 day.
Individual. with 3 .anths trust eaaminina or
2 year. aen.ral examinina exp.rience.

This cours. off.r. UI overvi.w of the cOllples el-.tt. of the fiduciary and
oth.r .ervic•• off.red by trult d.pare..nt.; -.phasize. esamination t.chnique.
and r.port writina-

Cour.e Lenath:
Intended Audienc.:

9 1/2 day.
Individual. with 2 y.ar. t~t ....in.tion
.xperience_
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ns/'.-iMr Train1q Courses
Pale 3.

II'nC!IVI WlITDG 101 MUm; SUPIIVISICIf surr

This course stresses lood wrltinl skUls, proper planninl and oraanization,
and editin, techniques. The student wlll participate in clas. writinl as
silnments and small group critiques.

Course Lenlth:
Intended Audience:

BANI BOLDDG CCIIPARY IHSPIC'I'I(If

3 days
All levels of examiners and reviewers.

This specialized course provides an in-depth overview of BHC inspections,
including how to perform an inspection and how to andyze a SHe I s financial
condidon.

Course Lenlth:
Intended Audience:

5 days
Individuals who will be responsible for hold
ing company inspections.

20



PROCEDURES TO PARTICIPATE IN NCUA & NCUA-SPONSORED TRAINING

The Office of Examination and Insurance, National Credit Union Administration,
is responsible for developing and conductinl telchnical examiner traininl
programs. These programs are offered to NCUA and :State credit union examin
ers.

Registration Procedures

P~r.l 'z..1n.rs

On or about July 1 of each year, the NCUA prOVides its staff with a current
catalogue of course offerings. New examiners, those with less than one year
of experience, are automatically enrolled in the New Examiner Training Pro
gram. As such, they automatically attend each of the five levels on Sew
Examiner Training (the 100 series of classes). Each employee with at least
one year of experience completes an Individual Development Plan (IDP) which
outlines tra~ninl requests for the year. These traininl requests include
available seminars conducted by the NCUA and the FFI!C (the 200 and 300 series
courses). Individual Development Plans are received in Wa.hinlton in August
and all examiners are scheduled into courses. Specific dates and locations
for each course session are dete~ined in August and notifications are sent to
participants in Saptembsr. Courses are conducted throughout the year.

State ' ....1n.r.

State examiners can participate in Level. III, IV and V of the New Examiner
series and in all available NCUA and PPIEC seminars. The SCUA works throulh
the National A••ociation of State Credit Union Supervisors (NASCUS) to sched
ule state examiner participation in all prolr.... NASCUS employe.s contact an
indiVidual, who i. located at the NCUA'. Wa.hinlton Office, to coordinate all
traininl activities vith the NCUA. The relbtration proce.s is similar to
NCUA'.. In July, NASCUS forwards a cour.e catalolue and detailed relistration
procedure. to each .t.te r.sulator. St.te resul.tor. have the opportunity to
reque.t .lot. in any NCUA prolram. (The.e .lot...y, or may not, be funded by
the NCUA. S.e fundinl .ection for further d.t.il•• ) St.te reaulators are
notifi.d in S.pt88her of .pecific cour.e date. and location••

Cancell.tion PolicY

Th.re i. no penalty for ~.nc.llation of participant. in NCUA .ponsored
cour....

Tuition

No tuition i. ch.~I.d to .tt.nd NCUA in-hou•••ponsored prolr.... If NCUA is
•••••••d • tuition by the orlanization conductinl • cour••, and the .t.t.
p.rticipant i. not attendinl the cour.e under an NCUA .cholar.hip, NCUA viII
•••i.t the .tate in obtaininl • favor.ble tuition r.te.

21
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NCUA/Proceduru
Paae 2.

Fundins

The NCUA awards a specific number of scholarships for state participants in
NCUA and FFIEC proarams. The number of scholarships is determined during the
NCUA budget process. State participants will receive re~burs...nt for
allowable travel expenses incurred in attending a train!na proaram. In
addition, the NCUA will pay any tuition charges. NASCUS is responsible for
determining 'the allocation of scholarships to the various states. In the
event sufficient funds are not available to meet the demand for training,
states have the opportunity to send participants to training proaram... on a
non-reimbursable basis.

Contact

For further information, please contact:

Ms. Sunye Kwon
~ational Association of State Credit Union Supervisors

clo NCUA
17;6 G Street, Suite 600
Washington, D.C. 20456

2021682-9640
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COOISI 101: IIIIf IUIIIRD TIADI]]I; - LEiIL I - OIIIftATICII

PURPOSE OF COURSE: To provide the new examin.r, that hal just entered on
duty, with a backlround on the history and orlanization of the credit union
movement, and basic familiarity with the law., regulations and accountinl
procedures that lovern federally insured credit unions. Information relarding
the administrative and financial procedure. of the agency will be presented,
and tho new examinsr will be issued a personal computer.

Course Length:
Intended Audience:

4 days
NCUA entry level Examiners.

COURSE 102: NDI UAMIDR TJlAINIMG - LIVKL II - UGI<»W. TIADI]]I;

PURPOSE OF COURSE: To prOVide the new examiner with an exposure to NCUA' s
examination procedures and first-hand knowledae about the operation of credit
unions. Portions, or all, of this program are conducted ,t a credit union.
Members of the manalament team of the credit union are invited to share their
insights ~n how their credit union operate. and the role of the examiner in
the operations of the credit union. Included in the material covered is
information on the purpose of e.ch examination procedure, a discuuion of
verbal communications skills. and an extensive module on the operation of
NCUA's laptop computer and the automated examination prog~am.

Course Length:
Intended Audionce:

15 days
~CUA Examiner. with 1 week of experience.

COUISI 103: MIll EDMINII TIADI]]I; - LIYIL III - VAKIMD sm.LS

PURPOSE O~ COURSE: To prOVide the new examiner with a review of basic ana
lytical skills, a detailed review of verbal and ~\tten communication••kill.,
and additional trainin. on the NCUA laptop computer. The end result will be
an examiner that is prepared to a.sume the ass1an-ant of a di.trict.

Course IAnlth:
Intended Audience:

10 days
Credit Union Is..iners with 3 -enths on-the
job ezpes:ience.

WUiSK 1041 ... wl(IWD TJlAINIMG - LIVIL IV - r~ "AMCUL AllALYSIS

PURPOSE 0' COURSI: To prOVide the new ex..iner ,·ith a detail.,i review of the
use of the 'inancial Perforunce Report and in-depth infomation on each
component of the CAH!L ratin, syst... EmphA.is will be placed on the use of
case studies and the ability of the pa,,\:~ I::~vant to co-.unicate find!nl' of
his/her analy.is.

Cour.e Lenlth:
Intended Audience:

5 ·h,~'.

(i;"lldt~. Uniofll Zuainer. with 6 8tlnths on-the·
5~'!:'" t;i.~p!l1:'i.ulC8.
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NCUA/b-t-r TraiDiD& Counu
Pa•• 2.

COUll. 105. .. IlAKDIII '!IAIIIIm .;. LIVIL V • SPlCIAI,IQD ftA!IIDI;

PURPOSE OF COURSE: To provide the new examiner with a r.vi.w of sp.cialized
~tea., .uch •• l.ndinl, aSMet-liability man.lement, inve.tment., and problem
ca.e cr.dit union.. The cours. is desian.d to introduco the .xaminer to
complex ar••• r.ther than make them sp.cialists in .ach of the .r.... This
prolram will cap the first year of formalized technical examiner tr.ininl.

Cours.. Lenlth:
Intended A~dience:

5 days
Credit Union Examiners with 9 months on-the
job experience.

COUISI 201: AGRICULTURAL LlNDIMG SIHDWl

PL~POSE OF COURSE: To provide a backlround in the hilhly sp.cialized area of
alricultural lendinl. Information will be provided on what should be in a
good loan file and a good credit file. Participants will learn how to evalu
ate the soundness of the lending decision. Included in the seminar will be an
'on-site visit to a family farm to learn, first-hand, the problems of the
farmar and how these problEmS can ~act on the lendinl decision. Many of the
principles discussed in this seminar will be valuable to the examiner who
needs information on commercial lendina decisions.

Course L.nlth:
Intended Audience:

2 days
Examin.rs with one or more years experience.

COUlD 202: AS!1T-LIAlILI'l'Y tIANAGIIIIIft SDIDIAI

PL"RPOSE OF COURSE: To provide the examiner with an introduction to the
conc.pt of arJ.t-liability manalement (ALK) and GAP Kan.....nt. The examin.r
will l.arn how to r.view the individual component. of an ALK policy and be
alerted to "R.d fla••" that lDi.ht be ob.erv.d durin. an .zain.tion. This
.eminar is conduct.g for the NCUA by an out.ide .ource with exten.iv. ezperi
ence in t.achin. ALH.

Cour... Lenlth:
Intended Audience:

3 day.
Exainers vith on. or .ere year. experience.

WUISI 203. DZ."WitICil m CXIIIDCIAL ...-uS SIIIDId

PURPOSE Of COUISII To prOVide the ex_iner vith an under.tandin. of the
~.•lytic.l tool. and the philosophy of c~rcial lendin.. Topic. discussed
include type. of co...rcial loans and their characteristics, financial .tat.
ment analy.i., c••h flow projections, introduction to probl.. loan -.na....nt,
rilk based pricin. and approaches to e..inia. the c~rcial loan portfolio.
ease studiea are utilized throu.hout the cours. to suppl-..t the lecture••
TIli. s-.inar is conducted for the NCUA b, an outside source with extensive
experience in teachin. c~rc1.l lendin••

Cours. Lanlth.
Intended Audiace:

5 days
b_iners vith one or .are ,..rs esperiace.
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tlCUA/k.tner TraiDiDI Coar_
P••• 3.

PURPOSE or COURSE: To build on the material pr.s.nt.d in the Introduction to
COlllDarci.l lAndinl by .zuinin. mor. .dvanc.d topics in commerci.l l.ndinl.Th... topic. includ. compl.z commercial lend!nl deci.ions, probbu in the
ca.h flow cycl., l.nd.r li.bility and the manalament of problem loan.. Actual
c•••• drawn from a variety of industri•• will supplement the lectur.s. This
seminar is conduct.d for the NCUA by an outside source with exten.ive ezperi
enc. in teachina commercial l.ndin••

Cours. Lenlth:
Intended Audi.nce:

3 d.ys
Examiners that have attended Introduction
to Commercial Lendinl and possess a good
working knowl~dge of financial statement
and cash flow analysis.

COUISI 205: RIAL rsrAT&/CONStMIIl LDID]JI; SIMDWl

PURPOSE OF COURSE: To provide the examiner with the ability to analyze and
evalu.te real estate and consumer l'llnding prolrams in credit unions. The
first three days of the seminar will pr ::,vid. information on cr.dit union
mortgage lendinl relulations and prolrazu, mortgage lendinl products, the
underwritina decision, the s.condary mortaale mark.t, apprai.als, and delin
quency problems. The remaininl two day. of the prolru will d.al with con
sumer lending i ••u•• such a. con.umer loan product., the loan review process,
und.rwritina consumer loan., cr.dit r.ports, home .quity credit lines, col
lection prolrazu and d.alinl with con.umer complianc. i.su.:.

Cour.e L.nlth:
Intend.d Audi.nc.:

S day.
Examiner. with on. or more year. ezp.rience.

axmsl 206: AUDrrJ)I; PlDCIPLa AID SDINIM*

PURPOSE or COURSE: To provide the exa.in.r vith a r.view of proc.dur.. and
t.c~oilique. that can be Uled to v.rify the accuracy of cr.dit union records,
d,;al with recorclk.epinl probl_ and sa. hints on q".aick .thods to .pot
probl... Ther. will al.o be an in-d.pth review of how to analyze a credit
union audit.

Cour.e Lanlth:
Intended Audience:

3 day.
Izaainer vith one or more yea1. ezperience.

-I

*Thi8 i. a fir.t t~ offerins of this ...inar. Delivery i ••ubject to damand
for the course content.
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1ICUA/Iz.t",,1:' 'l'raillilll Caur_
Pa.e 4.

COUUI %07. IIVII!IfIIftI'DIDIAI .

PURPOSB or COURS!: To provide up-to-date information on the various types of
investments. both le.a1 and ille.al, in credit unions. The positive and
negQtive aspects of various investment opportunities will be reviewed. Also,
time will be allotted to reviewing examination procedures and accountinl
issues involvinl investments and how to make an overall evalu&tion of an
invp.stment portfolio.

Course Length:
Intended Audience:

3 days
Examiner with one or more years experience.

COURSE 208: PROILIK CASE CllDIT UNIOIf SIHIMlR*

PL~POSE OF COtJRSE: To provide a forum to discuss the problems associated with
dealing with complex problem cases, special actions and workout plans.
Emphasis will be placed on developinl innovative solutions to problams.
Complex special actions case studies will be utilized. Participants will be
expected to actively participate in the sharing of e~periences and knowledge
in this forum.

Course Len.th:
Intended Audience:

3 days
Problem Case Officers and Senior Examiners
with extensive experience in dealinl with
problem case situations.

I

*This is a first t~ offerift. of this s..inar. Delivery is subject to d..-nd
for the cours. content.
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OD'ICI ar 1BI QiiPIiOL.LIIl 01' mI CI"'IIICY

PROCEDURES TO PARTICIPATE IN OCC & OCC-SPONSORED TRAINING

Re~!ctration Procedures

The courses offered by the OCC are specific to its responsibilities as the
regulatory agency for national banks. Courses are sch.duled and conducted
based u~on need, with the majority of all cours.s held at the six district
offices. Each district is responsible for dete~inin8 the types and frequency
of formal training h will hold. OCC training courses are not held with
student vacancies. The specific courses and nlJlDber of sessions offered are
initially determined in the four~h quarter of each calendar year in conjunc
tion with examiners' requests for training made through the budget process.
Courses may be added or cancelled during the year as a result of a change in
training needs or agency priorities. OCC participants are officially notified
of their enrollment through a training announcement 4S days in advance of a
school. Other agencies may request slots for national schools annually
through the FFIEC budget process. If OCC can aceolllDodate a request for
training. the requesting agency is so notified. It is the requesting agency's
responsibility to notify its nominees.

Cancellation Policy

Notification of cancellations should be given at least 30 days in advance.

Tuition

Tuition will be set annually and will be the same as charged by the FFIEC for
attendance at interagency courses.

Funding

Th. acc do.. not prOVide funding ...i.tanc. to participants from ether agen
ci•• for eith.r it. own or PFIEC cour••••

Lodlina

Th. OCC doe. not proyid. for, nor arran•• , lod.in. for non-acC participant••

Contact

R.qu••t. for trainin. will be .valuat.d on a c... by ca•• ba.is. Alencie.
int.r••t.d in obtainin. furth.r info~tion .hould contact th.:

Dir.ctor, Trainin. " Dev.lop-.nt
Offic. of the Ca.ptroll.r of the Curr.ncy

490 L'lnfant Plaza East, S.W.
Wa.hin.ton, D.C. 20219

202/447-1670
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OPrICi or 'l'BI ttiIPtiOl.LII or 'rill ttJliJlKf

ADYAIEID WIIlD COLLAR CIDII (nI)

This intera.ency cla.s addre.... problems encount.r.d in the investilation of
bank fraud ca... and includes: presentation of evid.nce, inv.sti.ativ.
techniqu•• , needs of prosecutors, and the uniform criminal referral proc••••

Course Lenlth:
Intended Audience:

4 days
Examiners who have taken the White Collar
Crime class and who deal with bank fraud
situations.

AGlICULmJAL CllDrr COOISI (SKLr-S'rODY)

This course covers the basic concepts and vocabulary in agricultural credit.

Course Length:
Intended Audience:

3-5 hours
All examininl personnel with credit exp.ri
ence but little or no backlround in _Iricul
tural credit.

APPLIID CCIIftIIICA'l'ICIf 'l'ICIINIQUIS (ACT)

This workshop focus.. on advanced cOllllllW1ication technique. includinl presen
tations, preparinl and conductinl int.rvi.w. with bank personnel, and writing
skills.

Cour.. L.nlth:
Intend.d Audienc.:

BAlK SOfiRVISICli staJOL

S day.
As.ociat. National Bank Exacin.rs II.

Students will perfonl offsit. analysis ca•• studi.s, study individual arn.
such ....min.s and capital analy.is, .nforc_nt proc••dina., u.cutiv.
-.n&a..-nt apprai.al, iDv••~nt portfolio apprai.al, analy.i. of liquidityl
fundina, operational eoatrol. (EDP), analy.i. of trust op.rations, and analy
si. and discussion of a c~rcial lin. d.ck.

Cours. lAn,tlu
Intend.d Audience:

I) day.
Associat. National Bank ~in.r. II vho vill
take the Unifonl Ca.aission Ezaaination with
in 6 IIOntba.
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, • occ/....fM!' orraiDiq eour...
Pa.e 2.

JAIl SICUII'fDS DIALII/IfSD SIIIDWl

By the end of the course, students will be able to examine a bank's municipal
securities duler department for compliance with rules and regulations and
detect potential unsafe and unsound banking practices.

Course Length:
Intended Audience:

CClllllCIAL BANI: tWiAGIMINT (AIl)

4 1/2 days
Only those examiners with 3 years experience
who have examined or expect to examine a bank
~urities dealer department should attend.

This is a complete introduction to the handling of day-to-day bank activities.
for example: the formulation of objective. and polici.s; the manaa_nt of
assets and liabilities; the source~ IJnd uses of funds; the administration of
deposits, loans, and other investments; and the short-term management of
funds.

Course Length:
Intended Audience:

5 days
Assistant National Bank Examiners I as a part
of the Training Team Program.

0CIS1ItII OIIIN'rATICli (SILl-StuDY)

This course, through self-paced instruction, is designed to provide the
participants with the history and technical content of cons~r regulations.
The course will emphasize the substantive provisions of these regulations .s
defined by the Deputy Comptroller of Compliance. (See also Consumer a_aula
tions Band Z Tutorials not..d separately.)

Course Lenlth:

Intended Audience:

The material is self-paced; the avera.e t~
ne5ded is approXimately 40 hours.
Assistant National .Bank Euainers II.

QMIIiD IlGUL&t'ICE • AID Z (QiifGiU-IASlD)

These ABA tutorials :..ere created for the study of Resulations I and Z. Their
priJlary purpose is to help the student brid.e the .ap betveen lumina the
provision of tbe resulation. and understandin. ttae application in actual
situatiou. The tutorial couists of a serie. of IlUltiple choice questions
that test the student's understandin. of tbe resulations.

Cour.e Len.Ch:

Intended Audience:

Self-paced. The avera.e t~ is approx
tmately 36 hours.
Assistant National lank ~iners II who
bave c~leted the Con~r Orientation
(self-study).
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Pale 3.

1WIl AllALYSIS SCIOOL

This school is presented in two seam-nts. Students will work throulh a series
of computer based trainina modules prior to attendina the clasaroom seamant.
The classroOli learning environment involves practical application of funds
manaaement concepts consistent with the OCC' s supervisory approach. Case
studies and bank simulation exercise. are used.

Course Length:
Intended Audience:

4 days
Assistant National Bank Examiners.

DISDICT CCliStBl CCIIPLIANCI IXAKINATICIi SCHOOL

This school, which centers on a case study, providtls participants the tools
necessary to evaluate a bank's supervision over the compliance area. Sessions
will focus on the judamental parts of consumer compliance and on examination
techniques and procedures. Emphasis is on evaluating compliance with Fair
Lending and the Community Reinvestment Act~ and on the supervision function.

Course Lenath:
Intended Audience:

DISDICT caDIT AlW.YSIS SCIIJOL

8 days
AssistAnt National Bank Examiners II.
Individuals attending must have completed
the Consumer Orientation (self-study) and
the Regulation Band Z Tutorials.
Individuals will alia be expected to assist
in performina consumer compliance procedures
before and after training.

Students will learn to analyze busine••es' financial statements to ...ist in
determininl credit quality in accordance with OCC auideline••

Course Lenlth:
Intended Audience:

4 days
A.sociate National Bank Ezaainers I who have
loan fl1e review experience before attendin.
this class and have ca.pleted the five-part
ABA Stat..-nt Analysi. Series or its equiva
lent.
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OCC/'.-1Mr 'l'raiDiDa eour...
Pa.e 4.

DISftICf IDP JlHfTM4TICII DCIINIQUIS sca:m.
This cour.e introduces examiners to the data processin. and information
systems functions of financial institutions, with focus on the examination
procedures and technique. that are used in examinin. those institution. and/or
the independent data processin. centers servina those financial institutions.

Course Lenath:
Intended Audience:

5 days
Associate National Bank Examiners II who have
completed the District Fundamentals of Data
Process ina school and assisted in the exami
nation of a data process ina department or an
independent data center.

DISTRICT~ or DATA PROCESSING

Students will learn the basics about computers and their relationship to bank
supervision throuah audiovisual learnina modules.

Course Lenath:
Intended Audience:

DISTRICT OIDlNTATICIf

2 1/2 days
Assistant National Bank Examiners I.

Newly-hired Assistant National Bank Examiners will be introduced to the oce
and its mission, administrative matters, persoMel policies, and the duties
and responsibilities ~f a bank examiner.

Course Lenath:
Intended Audience:

5 days
Newly-appointed Assistant National Bank
Examiners.

DIS'!IIC'r ftUS'r gAMTMATICIf ftCIDIIQUIS SCII)QL

This course furthers the education of commercial examiners who participate in
trust examination.. Various district. have modified this course to suit their
needs.

Course Lenlth:
Intended Audience:

r

5 day.
Examiners; need and experience AS det~~ined

in district.
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OCC/Izetner TraiD:J.D1 Cour_
Pal. 5.

The cour.. provid•• the examin.r with an und.rstandinl of the strategic
planning proc••• and the backlround to challenle that proce•• vhen appropri
ate. It al.o provid.s the examiner a ba.is for evaluating a bank's actual
plan and the ability to evaluate the bank's monitoring of stratelic implemen
tation.

Course Lenlth:
Intended Audience:

3 days
Commissioned Examiners primarily involved in
regional bank sup.rvisory activities.

IDKIHII'S GUIDI TO llitiihA'l'ICIW. CliDrr (SILl-S'fUDf)

This course covers the ba.ic concepts and vocabulary in int.rnational credit.

Course Length:
Intended Audience:

3-5 hours
All examining personnel with credit experi
ence but little or no background in inCema
tional credit.

rolUGN DCIWIGIIOODiU'l'ImiAL DlAS1JIY OPIIATICHI

This cours. give••xamininl p.rsonnel advanced ~oncept. regarding foreign
exchange op.rations, and familiarize. them with the accounting asp.cts and the
various risks inherent in the•• op.rations.

Course Lenlth:
Intend.d Audienc.:

DWi&i DBIGIIf SIIIIIIa

4 1/2 day.
Aa.ociat. National Bank Examiner. II or above
vho have participated or vill p.rticipate in
an ov.r.... ex..ination or in the examination
of an int.mational d.partment, • foreian
branch or a••ncy, or for.ian .xchanl. depart
Dent .hortly aft.r tb2 ...inar.

TIli. hi.h lewl. ..annual ••inar vill facu.l on current bankinl ind~try

i ••ue.. Mev topic. vill be ••lected for each ••••ion and vill be pr••ent.d by
pr_inent iftduatZ'7 .peaker••

Cour.e x.n.thl
Intended Audience:

2 day.
All Multinational zaa.lner., lzaaln.r.-in
Char.e of larl. relional bank .xaaination.,
Di.trict Kana••r. of the relional bank pro
Ira. and .alacted Wuhinlton office au
iner••
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