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December 8, 2015 

This communication is designed to provide you with quick snapshots and timely perspectives on recent regulatory developments.  

 

OCC Issues Fiscal 2016 Operating Plan 
 
Background  

The Committee on Banking Supervision (CBS) of the Office of the Comptroller of Currency (OCC) recently issued its 
fiscal 2016 operating plan (October 2015 – September 2016)1.  The primary objectives identified by the CBS for 2016 
include: 

 Business model and strategy changes 

 Compliance 

 Credit risk and loan underwriting 

 Cyber security and resiliency planning  

 Interest rate risk mitigation 

Although these areas of emphasis and the information set forth below originate from the OCC, banks subject to other 
regulatory jurisdictions can expect the same areas of emphasis from their specific regulatory body. 

Relevancy 

Large Bank Supervision Areas of Emphasis 

For banks designated as “large banks” by the OCC, there will be specific emphasis on a number of areas to ensure the 
safety and soundness of the banking system.  These areas include: 

 Governance and oversight Review of the business model used by banks, changes in business strategy and 
risk management over the model, and related business strategies with a focus on the bank’s governance and 
risk management practices. This is to ensure compliance with the final guidelines for heightened standards2 
and to identify substantive gaps.  Examiners will focus on the gaps and appropriate time frames to close these 
gaps. 

 Credit underwriting Commercial and retail credit underwriting practices and changes in such practices will be 
closely reviewed with a special emphasis on: leveraged loans, indirect auto loans, and commercial loans. This 
is in addition to sectors that have experienced higher growth and weakening underwriting standards.  Risk 
areas associated with home equity lines of credit will also be reviewed for sufficient risk management over the 
monitoring of these loans.

Financial Institution 
Compliance Update 



 

3   The Federal Financial Institutions Examination Council developed the Cybersecurity Assessment Tool to help institutions identify 
their risks and determine their cybersecurity preparedness. See OCC Bulletin 2015-31, “FFIEC Cybersecurity Assessment Tool” 
(June 30, 2015). 

 Cyber threats Cyber-attacks have been an ever-increasing area of concern for all businesses.  The OCC 
intends to review programs in place for assessing and managing the risks associated with cyber-attacks and 
the bank’s resiliency in the event such an attack occurs. Examiners will use the new Cybersecurity 
Assessment Tool3 in conjunction with information security and operational risk supervisory activities. Using the 
new Assessment Tool in safety and soundness exams beginning in late 2015, the OCC hopes to benchmark 
and assess cybersecurity risk and mitigation efforts in banks the agency regulates. The tool incorporates 
concepts and principles contained in the FFIEC IT Examination Handbook, regulatory guidance and industry 
standards for cybersecurity. 

 Operational risk A key area of emphasis will be assessing information security / data protection, model risk 
management, and third-party risk management.  Examiners will also focus on management’s plans to respond 
to increasing operational risk related to new or revised business products, processes, delivery channels and 
third-party relationships, including controls surrounding managing these risks. 

 Bank Secrecy Act/Anti-Money Laundering Terrorism continues to be a significant threat to the banking 
system. Assessing effectiveness of Bank Secrecy Act / Anti-Money Laundering programs will continue to be a 
key area of interest considering the variety of money-laundering schemes, the rapid pace of changes in 
technology, and overall money laundering / terrorist financing risks. Financial Institutions will continue to see 
rising expectations surrounding these risks including ensuring independent model validations of their 
transaction monitoring systems. 

 Compliance New regulatory requirements, including those related to capital, liquidity, trading activities, 
residential mortgages and risk retention will be key areas of focus including an emphasis on: 

• Assessing compliance management systems to determine operational and compliance issues arising 
in connection with the integrated mortgage disclosure rules. 

• Sharing information and coordinating examinations with the Consumer Financial Protection Bureau to 
assess overall compliance with consumer laws, regulations and guidance. 

• Determining compliance with the Flood Disaster Protection Act of 1973 and the Servicemembers Civil 
Relief Act of 2003, focusing on the adequacy of enterprise-wide compliance risk management. 

• Assessing the effectiveness of identifying and responding to risks posed by new products, services or 
terms. 

 Interest rate risk Changes in interest rates will continue to be an area of heightened emphasis. Assessing 
management’s risk management activities to ensure that banks properly assess vulnerability to changes in 
interest rates. This includes analysis of non-maturity deposit changes under varying model scenarios. 

 Fair access Assessing efforts to meet the needs of creditworthy borrowers and monitoring banks’ compliance 
with the Community Reinvestment Act and fair lending laws will remain a point of emphasis. 

  



 

 Matters requiring attention and enforcement actions The effective, timely and consistent implementation of 
matters requiring attention and enforcement actions continues to be high on the OCC’s priority list. This will 
include review of the program for following up on all outstanding regulatory issues, and the adequacy and 
sustainability of corrective actions taken. 

 Industry outreach The OCC will conduct various industry outreach sessions to present the OCC’s 
perspectives on emerging issues, explain new policies and regulations, clarify supervisory expectations, and 
provide bankers opportunities to discuss their concerns with regulators and peers. 

Midsize and Community Bank Supervision 

For midsize and community banks, the OCC (and similar bank regulatory agencies) will focus on the same categories 
as large banks, but the agency’s focus will be adjusted for the scope and complexity of the business model in place by 
midsize and community banks. 

Our Recommendations 

The OCC is continuing its efforts to enhance the safety and soundness of the banking system.  Understanding the 
agency’s expectations and being prepared for an examination is in the best interests of all banking organizations. 
Taking appropriate steps now to prepare for these changes will ease the burden of a bank examination and 
demonstrate to regulators that banks are making necessary changes to their risk appetites to meet the OCC’s 
expectations. 

Banks of all sizes and under all regulatory jurisdictions can take action now to avoid costly penalties and remediation 
from regulatory examinations by performing the following reviews and analyses: 

 Governance Structure Review your existing governance structure and procedures for enterprise, strategic, 
operational and compliance risk management systems. For large banks, determine whether these structures 
conform to the “Heightened Standards for Large Banks” found in OCC Bulletin 2014-15. For midsize and 
community banks, assess your risk management structure to determine whether the governance structure is 
strong, with supporting policies and procedures that meet the expectations of regulatory examiners. For all 
banks, update / conduct a risk assessment of your business model including impacts of new / modified 
products and services. 

 Regulatory Compliance The OCC has highlighted key areas of emphasis related to the implementation of 
new integrated mortgage disclosure rules, Servicemembers Civil Relief Act, Community Reinvestment Act and 
a number of consumer protection laws, stating its intention to work more closely with the Consumer Financial 
Protection Bureau. Be sure to understand all consumer laws and regulations applicable to your business, and 
verify that your institution has developed and implemented appropriate controls in relation to these laws and 
regulations, especially as they relate to new products and services.  Ensure you have implemented strong 
follow-up and monitoring procedures across all three lines of defense to ensure timely and adequate corrective 
actions are taken on all regulatory-related issues. 

 Cyber Threats The damage to an organization from a cyber-attack poses the greatest risk to the survival of 
the organization. Remediation costs and damage to reputation are two critical risks that must be managed. 



 

Ensure your systems are secure and resilient in the event of a cyber-attack by reviewing IT governance, 
incident response plan, business continuity, and disaster recovery policies and procedures. Test the resiliency 
of the organization’s systems to a cyber-attack by having penetration and vulnerability testing performed by a 
reliable service provider. 

 Vendor Management Because many banks rely on vendors to provide critical business services, federal 
regulators expect banks will manage vendor risk according to regulatory guidelines - OCC Bulletin 2013-29 
“Third-Party Relationships – Risk Management Guidance”. Evaluate your organization’s vendor risk 
management program against the standards and for all critical vendors document the business processes, 
risks, controls, and compliance with master service agreements and service-level agreements. In addition, be 
prepared to provide a schedule of periodic vendor audits and audit results for regulatory examinations. 

 Asset / Liability / Interest Rate Management Business models used to project interest rate risk must be 
documented and tested, and deemed reliable. With the expectation of increasing interest rates, regulators will 
expect to see robust stress-testing methodology, including various scenarios that demonstrate capital 
adequacy under distressed and other situations. Credit quality, underwriting policies and procedures, and new 
or revised products will be areas of focus in regulatory exams. 

How Experis can help 

Experis Finance offers financial industry expertise in all aspects of banking operations including: enterprise, 
operational, and compliance risk management; information technology security and cyber-attacks; policy and 
procedures documentation; MRA and Consent Order resolutions; business process review and transformation, 
governance, comprehensive business risk assessments, model validation, internal control testing and monitoring 
techniques. 

To learn more about our industry best practices or how Experis Finance can assist you with addressing these issues, 
contact us at financialservicesindustry@experis.com or visit Experis Finance. We have a team of professionals 
experienced in working with clients to address these key focus areas. 


