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DETAILS

The Office of the Comptroller of the Currency, the Board of Governors of the Federal 
Reserve System, the Federal Deposit Insurance Corporation, and the Office of Thrift Supervision 
(collectively, the Agencies) have issued interim guidelines (the Guidelines) establishing Year 
2000 safety and soundness standards for insured depository institutions pursuant to section 39 of 
the Federal Deposit Insurance Act. Under the auspices of the Federal Financial Institutions 
Examination Council, the Agencies have previously issued eight guidance papers on important 
aspects of Year 2000 readiness. The Guidelines complement these eight guidance papers by 
establishing minimum safety and soundness standards for achieving Year 2000 readiness.

In connection with these Guidelines, the Agencies have adopted an interim rule to 
update their rules of procedure pertaining to safety and soundness standards. This interim rule is 
intended only to incorporate appropriate references to the Guidelines. The Guidelines and the 
interim rule became effective October 15, 1998.

In addition, the Board is requesting public comment on the Guidelines and the interim 
rule. Comment must be received by December 14, 1998. Please address comments to Jennifer J. 
Johnson, Secretary, Board of Governors of the Federal Reserve System, 20th Street and Consti
tution Avenue, N.W., Washington, DC 20551. Comments on the Guidelines should refer to 
Docket No. R-1017. Comments on the interim rule should refer to Docket No. R-1018.
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Houston Branch Intrastate (800) 392-4162, Interstate (800) 221-0363; San Antonio Branch Intrastate (800) 292-5810.
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ATTACHMENTS

Copies of the Agencies’ notices as they appear on pages 55480-89, Vol. 63, No. 199 
of the Federal Register dated October 15, 1998, are attached.

MORE INFORMATION

For more information, please contact Ann Worthy at (214) 922-6156. For additional 
copies of this Bank’s notice, contact the Public Affairs Department at (214) 922-5254.

Sincerely yours,
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Standards; Interim Rules
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DEPARTMENT OF THE TREASURY

Office of the Comptroller of the 
Currency

12 CFR Part 30 

[Docket No. 98-14]

RIN 1557-AB67

FEDERAL RESERVE SYSTEM

12 CFR Part 208 

[Docket No. R-1017]

FEDERAL DEPOSIT INSURANCE 
CORPORATION

12 CFR Part 364 

RIN 3064-AC18

DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision

12 CFR Part 570

[Docket No. 98-97]

RIN 1550-AB27

Interagency Guidelines Establishing 
Year 2000 Standards for Safety and 
Soundness

AGENCIES: Office of the Comptroller of 
the Currency, Treasury; Board of 
Governors of the Federal Reserve 
System; Federal Deposit Insurance 
Corporation; and Office of Thrift 
Supervision, Treasury.
ACTION: Joint interim  guidelines w ith 
request for comment.

SUMMARY: The Office of the Comptroller 
of the Currency (OCC), the Board of 
Governors of the Federal Reserve 
System (Board), the Federal Deposit 
Insurance Corporation (FDIC), and the 
Office of Thrift Supervision (OTS) 
(collectively, the Agencies) are issuing 
interim guidelines (the Guidelines) 
establishing Year 2000 safety and 
soundness standards for insured 
depository institutions pursuant to 
section 39 of the Federal Deposit 
Insurance Act (FDI Act). Under the 
auspices of the Federal Financial 
Institutions Examination Council 
(FFIEC), the Agencies have previously 
issued eight guidance papers on 
im portant aspects of Year 2000 
readiness. The Guidelines complement 
these eight guidance papers by 
establishing m inim um  safety and 
soundness standards for achieving Year 
2000 readiness.
DATES: The Guidelines are effective 
October 15, 1998. Comments m ust be 
received by December 14,1998.

ADDRESSES: Comments should be 
directed to:

OCC: Office of the Comptroller of the 
Currency, Communications Division,
250 E Street, SW, Washington, DC 
20219, Attention: Docket No. 98-14. 
Comments will be available for public 
inspection and photocopying at the 
same location. In addition, comments 
may be sent by facsimile transmission to 
FAX number (202) 874-5274 or by 
Internet mail to 
regs.comments@occ.treas.gov.

Board: Jennifer J. Johnson, Secretary, 
Board of Governors of the Federal 
Reserve System, Docket No. R-1017, 
20th Street and Constitution Avenue, 
NW, Washington, DC 20551. Comments 
addressed to Ms. Johnson may also be 
delivered to the Board’s mail room 
between 8:45 a.m. and 5:15 p.m., and to 
the security control room outside of 
those hours. Both the mail room and 
control room are accessible from the 
courtyard entrance on 20th Street 
between Constitution Avenue and C 
Street, NW, Washington, DC. Comments 
may be inspected in room MP-500 
between 9:00 a.m. and 5:00 p.m., except 
as provided in § 261.14 of the Board’s 
Rules Regarding Availability of 
Information, 12 CFR 261.14.

FDIC: Robert E. Feldman, Executive 
Secretary, Attention: Comments/OES, 
Federal Deposit Insurance Corporation, 
550 17th Street, NW, Washington, DC 
20429. Comments may be hand 
delivered to the guard station at the rear 
of the 550 17th Street Building (located 
on F Street), on business days between 
7:00 a.m. and 5:00 p.m. (Fax number: 
(202) 898-3838; Internet address: 
comments@fdic.gov). Comments may be 
inspected and photocopied in the FDIC 
Public Information Center, Room 100, 
801 17th Street, NW, Washington, DC, 
between 9:00 a.m. and 4:30 p.m. on 
business days.

OTS: Manager, Dissemination Branch, 
Records Management and Information 
Policy, Office of Thrift Supervision, 
1700 G Street, NW, Washington, DC 
20552, Attention Docket No. 98-97. 
These submissions may be hand 
delivered to 1700 G Street, NW, 
Washington, DC, from 9:00 a.m. to 5:00 
p.m. on business days; sent by facsimile 
transmission to FAX number (202) 906- 
7755, or may be sent by e-mail to: 
public.info@ots.treas.gov. Those 
commenting by e-mail should include 
their name and telephone number. 
Comments will be available for 
inspection at 1700 G Street, NW, 
Washington, DC, from 9:00 a.m. until 
4:00 p.m. on business days.
FOR FURTHER INFORMATION CONTACT:
OCC: Mark L. O’Dell, Director, Year

2000 Bank Supervision Policy (202) 
874-2340; Brian McCormally, Assistant 
Director, Enforcement and Compliance 
(202) 874-4800; Ursula Pfeil, Attorney, 
Legislative and Regulatory Activities 
(202) 874-5090; or Stuart E. Feldstein, 
Assistant Director, Legislative and 
Regulatory Activities (202) 874—5090.

Board: Angela Desmond, Special 
Counsel, Division of Banking 
Supervision and Regulation (202) 452- 
3497; or Nancy Oakes, Senior Attorney, 
Division of Banking Supervision and 
Regulation (202) 452-2743. For the 
hearing impaired only, 
Telecommunication Device for Deaf 
(TDD), Diane Jenkins (202) 452-3544, 
Board of Governors of the Federal 
Reserve System, 20th and C Streets,
NW, W ashington DC 20551.

FDIC: Frank Hartigan, Year 2000 
Project Manager, Division of 
Supervision (202) 898—6867; Sandy 
Comenetz, Year 2000 Project Manager, 
Legal Division (202) 898-3582; Richard 
Bogue, Counsel, Legal Division (202) 
898-3726; or Nancy Chase Miller, 
Counsel, Legal Division (202) 898-6533.

OTS: Dorothy Van Cleave, National 
Year 2000 Coordinator (202) 906-7380; 
or Robert D. DeCuir, Senior Enforcement 
Attorney, Office of Enforcement, Office 
of Chief Counsel (202) 906-7152. 
SUPPLEMENTARY INFORMATION:

Background

The potential inability of computers 
to recognize correctly certain dates in 
1999 and on and after January 1, 2000, 
presents significant and unprecedented 
enterprise-wide challenges for insured 
depository institutions. Timely 
management response is critical in order 
for insured depository institutions to 
identify problems and implement 
effective remediation programs in the 
relatively short time remaining until 
those dates occur. Under the auspices of 
the FFIEC, the Agencies have issued 
eight guidance p ap ers1 on important 
aspects of Year 2000 readiness. The 
Agencies are issuing the Guidelines, » 
which are distilled from the FFIEC 
guidance, to establish m inimum safety 
and soundness standards for achieving

1 See Guidance Concerning Contingency Planning 
in Connection with Year 2000 Readiness (May 13, 
1998); Guidance on Year 2000 Customer Awareness 
Programs (May 13, 1998); Guidance Concerning 
Testing for Year 2000 Readiness (April 10,1998); 
Guidance Concerning the Year 2000 Impact on 
Customers (March 17,1998); Guidance Concerning 
Institution Due Diligence in Connection with 
Service Provider and Software Vendor Year 2000 
Readiness (March 17,1998); Safety and Soundness 
Guidelines Concerning the Year 2000 Business Risk 
(December 17,1997); Year 2000 Project 
Management Awareness (May 5, 1997); and The 
Effect of Year 2000 on Computer Systems (June 
1996) [collectively, the FFIEC guidance].

mailto:regs.comments@occ.treas.gov
mailto:comments@fdic.gov
mailto:public.info@ots.treas.gov
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Year 2000 readiness. The Guidelines do 
not replace or supplant the FFIEC 
guidance, which will continue to apply 
to all entities regulated or examined by 
the Agencies. Insured depository 
institutions also should refer to the 
FFIEC guidance.

The Agencies are issuing the 
Guidelines pursuant to section 39 of the 
FDI Act.2 Section 39 requires the 
Agencies to establish operational and 
managerial standards for insured 
depository institutions relating to, 
among other things, internal controls, 
information systems, and internal audit 
systems. Section 39 also authorizes the 
Agencies to prescribe operational and 
managerial standards as they determine 
to be appropriate, and to require 
institutions that fail to meet such 
standards to submit corrective action 
plans.

Standards issued under section 39 
may take the form of regulations or 
guidelines. If an agency determines that 
an insured depository institution fails to 
meet any standard established by 
regulation, then, by the terms of the 
statute, the agency must require the 
institution to submit an acceptable plan 
to achieve compliance w ith the 
standard. If an agency determines that 
an insured depository institution fails to 
meet any standard established by 
guideline, the agency may require the 
institution to submit an acceptable 
compliance plan.

In 1995, the Agencies promulgated 
Interagency Guidelines Establishing 
Standards for Safety and Soundness. 60 
FR 35674 (July 10, 1995).3 Among other 
things, the 1995 guidelines provided 
generally that an insured depository 
institution should have internal controls 
and information systems that are 
appropriate to the size of the institution 
and the nature, scope, and risk of its 
activities.

As the Agencies noted in adopting the 
1995 safety and soundness guidelines, 
their purpose in issuing standards as 
guidelines rather than regulations is to 
retain the flexibility to determine 
whether to require an insured 
depository institution to submit an 
acceptable compliance plan or to pursue 
another course of supervisory action, 
depending on the circumstances and

2 Section 39 was added to the FDI Act by section 
132 of the Federal Deposit Insurance Corporation 
Improvement Act, Pub. L. 102-242, 105 Stat. 2236, 
2267-70 (December 19, 1991), and was 
subsequently amended by section 318 of the Riegle 
Community Development and Regulatory 
Improvement Act (CDRIA), Pub. L. 103-325, 108 
Stat. 2160, 2223-24 (September 23, 1994).

3 For a brief history of the Agencies’ regulations
and guidelines implementing section 39, see 61 FR 
43948 (Aug. 27, 1996) (adopting final asset quality 
and earnings standards).

severity of an institution’s 
noncompliance w ith one or more of the 
standards and the significance of the 
particular standard at issue. See 60 FR 
at 35675.

The Guidelines adopted today 
establish standards for management and 
boards of directors in developing and 
managing Year 2000 project plans, 
validating remediation efforts, and 
planning for contingencies. In 
appropriate circumstances, an agency 
will require an insured depository 
institution that fails to comply w ith the 
Guidelines to prepare and submit an 
acceptable compliance plan. The 
Agencies will use the rules already in 
place under the 1995 safety and 
soundness guidelines to require 
submission of compliance plans.

Under those rules, an insured 
depository institution must file a 
compliance plan within 30 days of a 
request to do so from an appropriate 
Federal banking agency, unless a 
different date is prescribed by the 
agency. W ithin 30 days of the p lan’s 
receipt, the agency must provide written 
notice to the insured depository 
institution of whether the plan has been 
approved or if additional information is 
required. An insured depository 
institution that fails to submit an 
acceptable compliance plan w ithin the 
time allowed or fails in any material 
respect to implement an accepted 
compliance plan will be subject to an 
agency order directing the institution to 
correct the deficiency. The agency order 
is directly enforceable in Federal district 
court; there is no requirement for a prior 
administrative adjudication. See 12 
U.S.C. 1818(i)(l). A violation of such an 
order can serve as the basis for assessing 
civil money penalties. See 12 U.S.C. 
1818(i)(2). Section 39 also describes 
certain supervisory actions that an 
agency may take, and in certain cases 
must take, until the deficiency is 
corrected.

Description of the Guidelines

The Guidelines describe certain 
essential steps that insured depository 
institutions must take at the awareness, 
assessment, renovation, validation 
(testing), and im plementation phases of 
their efforts to achieve Year 2000 
readiness.4 The standards contained in 
the Guidelines are based on—and are

4 The standards in the Guidelines are described in 
mandatory terms in order to clarify the specific 
actions insured depository institutions are expected 
to take to achieve Year 2000 readiness.
Nevertheless, as explained above, an Agency will 
decide whether to require corrective action under 
section 39 for an institution’s noncompliance with 
these standards based on the circumstances of the 
particular case.

intended to be consistent w ith—key 
principles contained in the FFIEC 
guidance.

The Guidelines define certain key 
terms to help clarify the types of actions 
insured depository institutions are 
expected to undertake. For example, the 
term “mission-critical system” is 
defined as “an application or system 
that is vital to the successful 
continuance of a core business activity.” 
An application that interfaces w ith a 
designated mission-critical system and 
software products also may be deemed 
a mission-critical system. The 
Guidelines also set forth definitions for 
“external system,” “internal system,” 
“external third party supplier,” “other 
material th ird  party,” “renovation,” 
“business resum ption contingency 
plan,” “remediation contingency plan ,” 
and “Year 2000 ready or readiness.”
The Agencies invite comment on 
whether these terms are defined 
appropriately and whether the 
Guidelines should include additional 
definitions.

The Guidelines specify that an 
insured depository institution’s initial 
review of mission-critical systems for 
Year 2000 readiness should provide the 
basis for establishing priorities and 
deadlines and for identifying and 
allocating available resources. The 
development and implementation of a 
written due diligence process to monitor 
and evaluate Year 2000 efforts by third 
party service providers and software 
vendors is a critical component of an 
institution’s initial assessment. The 
Guidelines also require each insured 
depository institution to develop and 
adopt a written project plan that 
addresses each phase of the planning 
process. However, an insured 
depository institution that has already 
developed and adopted an adequate 
project plan, or other plans and 
procedures for achieving Year 2000 
readiness, need not prepare a new, 
separate project plan, or other plans and 
procedures, just to satisfy the 
Guidelines. Plans and procedures 
already adopted will suffice if they have 
been reviewed and deemed acceptable 
by the appropriate Agency.

The Guidelines distinguish between 
renovation of systems controlled by the 
insured depository institution (internal 
mission-critical systems) and those 
controlled by a th ird  party (external 
mission-critical systems). Renovation of 
the internal mission-critical systems 
must be done in sufficient time for 
testing to be substantially complete by 
December 31,1998. Insured depository 
institutions relying on systems 
controlled and renovated by external 
third party suppliers m ust determine
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the ability of their service providers and 
software vendors to address Year 2000 
readiness for external mission-critical 
systems that are not Year 2000 ready 
and to establish programs that allow 
testing and remediation to be 
substantially completed by March 31, 
1999. Insured depository institutions 
m ust m aintain written documentation of 
all their communications w ith external 
third party suppliers regarding their 
ability to renovate timely and effectively 
external mission-critical systems that 
are not Year 2000 ready.

The Agencies consider testing to be a 
critical process in achieving Year 2000 
readiness. Failure of an insured 
depository institution to perform 
adequate testing of mission-critical 
systems poses a risk to the safe and 
sound operation of the institution. 
Failure to conduct thorough testing may 
mask serious remediation problems. 
Failure to properly identify or correct 
those problems could threaten the safety 
and soundness of the institution. The 
Guidelines reflect the Agencies’ 
expectations on the timing and scope of 
required testing.

Another essential component of 
achieving Year 2000 readiness 
addressed in  the Guidelines is the 
development and im plementation of 
contingency plans for Year 2000 
technology failures. The Guidelines 
require an insured depository 
institution to design contingency plans 
appropriate for the institution’s 
technological systems and operating 
structure that describe how the 
institution will mitigate the risks 
associated w ith the failure of systems 
(the business resum ption contingency 
plan) and, as applicable, the failure to 
complete renovation, testing, or 
implementation of its mission-critical 
systems (the remediation contingency 
plan).

The Guidelines require insured 
depository institutions to implement a 
due diligence process that identifies 
customers posing material Year 2000 
risks, evaluates their Year 2000 
preparedness, assesses their Year 2000 
risk, and implements appropriate risk 
controls. Finally, the Guidelines require 
that the board of directors and 
management must be involved in all 
stages of the institution’s efforts to 
achieve Year 2000 readiness. 
Management must provide to the board 
of directors written status reports at 
least quarterly or as otherwise required 
to keep the board of directors fully 
informed of the institution’s Year 2000 
efforts.

The Guidelines enable the Agencies to 
use the streamlined compliance and 
enforcement mechanisms provided by

section 39 to address, in appropriate 
circumstances, Year 2000 readiness- 
related safety and soundness concerns 
in insured depository institutions. 
Section 39 remedies for insured 
depository institutions allow the 
Agencies to move promptly in situations 
where immediate supervisory action is 
essential for safety and soundness 
reasons.

Nonetheless, issuance of a safety and 
soundness order pursuant to section 39 
may not be the most appropriate remedy 
in every case where an insured 
depository institution fails to comply 
with the Guidelines. It is for this reason 
the Agencies have chosen to proceed by 
guideline, w ithin the meaning of section 
39, rather than by regulation. As is the 
case with respect to the Agencies’ 1995 
safety and soundness guidelines, the 
Agencies also w ish to preserve their 
discretion to require supervisory actions 
different from those prescribed by 
section 39 w ith respect to the 
Guidelines if a different action is 
warranted by the facts and 
circumstances of a particular situation.

The Guidelines do not limit the 
authority of an Agency to address 
unsafe or unsound practices or 
conditions, violations of law, or other 
practices, or to adopt appropriate 
remedies to achieve compliance with 
the Guidelines, including requiring 
actions by dates that are different from 
those set forth in the Guidelines.
Actions under section 39 and the 
Guidelines may be taken independently 
of, in conjunction with, or in addition 
to, other appropriate enforcement 
actions.

The Agencies note that by law the 
Guidelines apply only to insured 
depository institutions, not to all 
financial institutions supervised by the 
Agencies, such as bank holding 
companies and U.S. offices of foreign 
banking organizations. The Agencies 
will continue to examine and inspect all 
financial institutions that they supervise 
for compliance w ith the FFIEC guidance 
and may use their authority under 
section 8 of the FDI Act if these 
institutions fail to comply with the 
FFIEC guidance.

Request for Comment

The Agencies invite comment on all 
aspects of the Guidelines.

Effective Date

The Agencies find good cause for 
issuing the Guidelines effective 
immediately, without prior notice and 
comment. Cf. 5 U.S.C. 553(b)(B) 
(Administrative Procedure Act (APA) 
provision permitting an agency to issue 
a rule without prior notice and

comment w hen the agency for good 
cause finds that notice and public 
procedure thereon are impracticable, 
unnecessary, or contrary to the public 
interest); 5 U.S.C. 553(d) (good cause 
exception to APA requirement for a 30 
day delayed effective date for final rule); 
12 U.S.C. 4802(b)(1) (good cause 
exception to the CDRIA requirement 
that the Federal banking agencies make 
rules effective on the first day of a 
calendar quarter which begins on or 
after the date on w hich the regulations 
are published in final form). Making the 
Guidelines effective immediately is 
essential for ensuring that the Agencies 
can properly and timely address the 
Year 2000 computer problem and that 
insured depository institutions can 
achieve Year 2000 readiness in the 
relatively short time remaining before 
Year 2000 problems may begin to occur. 
The Agencies note that Congress has 
recently underscored the importance 
and urgency of ensuring Year 2000 
readiness in the financial services sector 
by passing the Examination Parity and 
Year 2000 Readiness for Financial 
Institutions Act, Pub. L. 105-164, sec. 2, 
112 Stat. 32, 32 (1998). Congress 
expressly found that the Year 2000 
computer problem poses a serious 
challenge to the American economy, 
including the Nation’s banking and 
financial services industries, and that 
Federal financial regulatory agencies 
must have sufficient examination 
authority to ensure that the safety and 
soundness of the Nation’s financial 
institutions w ill not be at risk. Under 
these circumstances, the Agencies 
conclude that prior notice and comment 
procedure is impracticable and contrary 
to the public interest.

Regulatory Flexibility Act Analysis
An initial regulatory flexibility 

analysis under the Regulatory 
Flexibility Act (RFA) is required when 
an agency is required to publish a 
general notice of proposed rulemaking.
5 U.S.C. 603. As noted above, the 
Agencies have concluded, for good 
cause, that these Guidelines should take 
immediate effect and, therefore, that a 
notice of proposed rulemaking is not 
required. Accordingly, the Agencies 
have concluded that the RFA does not 
require an initial regulatory flexibility 
analysis of these Interim Guidelines.

Nonetheless, the Agencies have 
considered the likely impact of the 
Guidelines on small entities and believe 
that the Guidelines do not have a 
significant impact on a substantial 
number of small entities. The potential 
inability of computers to correctly 
recognize certain dates in 1999 and on 
and after January 1, 2000, compels all
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institutions, including small 
institutions, to formulate appropriate 
and timely management responses. The 
Guidelines provide a procedural 
framework for formulating that response 
and reiterate the Agencies’ expectations, 
distilled from existing FFIEC guidance, 
regarding appropriate business practices 
for achieving Year 2000 readiness. For 
example, as indicated earlier in  this 
preamble, plans and procedures that 
institutions have already developed to 
achieve Year 2000 readiness can satisfy 
the Guidelines if they have been 
reviewed and deemed acceptable by the 
appropriate Agency.

The Agencies invite interested 
persons to submit comments on the 
impact of the Guidelines on small 
entities for consideration in the 
development of final Guidelines.

Paperwork Reduction Act

The Agencies invite comment on:
(1) W hether the collections of 

information contained in the Guidelines 
are necessary for the proper 
performance of each Agency’s functions, 
including whether the information has 
practical utility;

(2) The accuracy of each Agency’s 
estimate of the burden of the 
information collections;

(3) Ways to enhance the quality, 
utility, and clarity of the information to 
be collected;

(4) Ways to minimize the burden of 
the information collections on 
respondents, including the use of 
automated collection techniques or 
other forms of information technology; 
and

(5) Estimates of capital or start-up 
costs and costs of operation, minutes, 
and purchase of services to provide 
information.

Respondents and Recordkeepers are 
not required to respond to this 
collection of information unless it 
displays a currently valid Office of 
Management and Budget (OMB) control 
number.

OCC: The collection of information 
requirements contained in the 
Guidelines have been submitted to and 
approved by the OMB under its 
emergency procedures and in 
accordance w ith the Paperwork 
Reduction Act of 1995. 44 U.S.C. 3507. 
Since OMB clearance is for a 6-month 
period, OCC will use any comments 
received to develop its renewed request. 
Comments on the collections of 
information should be sent to the 
Legislative and Regulatory Activities 
Division (1557-0212), Office of the 
Comptroller of the Currency, 250 E 
Street, SW, Washington, DC 20219, with 
a copy to the Office of Management and

Budget, Paperwork Reduction Project 
(1557-0212), Washington, DC 20503.

In essence, the Guidelines incorporate 
the important elements of the 
outstanding FFIEC guidance. In addition 
to the paperwork usually m aintained by 
an insured depository institution in the 
regular course of business, the FFIEC 
guidance and the Guidelines impose 
some additional paperwork burden.
This burden is found in appendix B to 
part 30. The OCC needs this information 
to assess an insured depository 
institution’s compliance with the 
Guidelines set forth in appendix B. The 
likely respondents are national banks.

Estimated num ber o f respondents:
650.

Estimated average annual burden 
hours per respondent: 60 hours.

Estimated total annual recordkeeping  
burden: 39,255 hours.

Board: In accordance w ith section 
3506 of the Paperwork Reduction Act of 
1995 (44 U.S.C. Ch. 35; 5 CFR 1320, 
appendix A.l), the Board reviewed the 
Guidelines under the authority 
delegated to the Board by the OMB. 
Comments on the collections of 
information should be sent to Mary M. 
McLaughlin, Chief, Financial Reports 
Section, Division of Research and 
Statistics, Mail Stop 97, Board of 
Governors of the Federal Reserve 
System, Washington, DC 20551, with a 
copy to the Office of Management and 
Budget, Paperwork Reduction Project 
(7100-0290), Washington, DC 20503.

In essence, the Guidelines incorporate 
the important elements of the 
outstanding FFIEC guidance. In addition 
to the paperwork usually maintained by 
an insured depository institution in the 
regular course of business, the FFIEC 
guidance and the Guidelines impose 
some additional paperwork burden.
This burden is found in appendix D-2 
to part 208. The Board needs this 
information to assess an insured 
depository institution’s compliance 
w ith the Guidelines set forth in 
appendix D-2. The likely respondents 
are state member banks.

Estimated num ber o f respondents:
994.

Estimated average annual burden 
hours per respondent: 20 hours.

Estimated total annual recordkeeping 
burden: 19,880.

FDIC: The collections of information 
contained in the Guidelines have been 
submitted to and approved by the OMB 
under its emergency procedures and in 
accordance w ith the Paperwork 
Reduction Act of 1995. 44 U.S.C. 3507. 
Since OMB clearance is for a 6-month 
period, the FDIC will use any comments 
received to develop its renewed request. 
Comments on the collections of

information should be sent to Steven F. 
Hanft, Office of the Executive Secretary, 
Federal Deposit Insurance Corporation, 
550 17th Street, NW, Washington, DC 
20429, w ith a copy to the Office of 
Management and Budget, Paperwork 
Reduction Project (3064-0128 Year 
2000), Washington, DC 20503.

In essence, the Guidelines incorporate 
the important elements of the 
outstanding FFIEC guidance. In addition 
to the paperwork usually maintained by 
an insured depository institution in the 
regular course of business, the FFIEC 
guidance and the Guidelines impose 
some additional paperwork burden.
This burden is found in appendix B to 
part 364. The FDIC needs this 
information to assess an insured 
depository institution’s compliance 
w ith the Guidelines set forth in 
appendix B. The likely respondents are 
insured nonmember banks.

Estimated num ber o f respondents:
341.

Estimated average annual burden 
hours per respondent: 68 hours.

Estimated total annual recordkeeping 
burden: 23,188 hours.

OTS: The collection of information 
requirements contained in the 
Guidelines have been submitted to and 
approved by the OMB under its 
emergency procedures and in 
accordance w ith the Paperwork 
Reduction Act of 1995. 44 U.S.C. 3507. 
Since OMB clearance is for a 6-month 
period, the OTS will use any comments 
received to develop its renewed request. 
Comments on the collection of 
information should be sent to the 
Regulations and Legislation Division 
(1550-0051), Office of Thrift 
Supervision, 1700 G Street, NW, 
Washington, DC 20552, w ith a copy to 
the Office of Management and Budget, 
Paperwork Reduction Project (1550- 
0051), Washington, DC 20503.

In essence, the Guidelines incorporate 
the important elements of the 
outstanding FFIEC guidance. In addition 
to the paperwork usually maintained by 
an insured depository institution in the 
regular course of business, the FFIEC 
guidance and the Guidelines impose 
some additional paperwork burden.
This burden is found in appendix B to 
part 570. The OTS needs this 
information to assess an insured 
depository institution’s compliance 
w ith the Guidelines set forth in 
appendix B. The likely respondents are 
savings associations.

Estimated num ber o f respondents:
275.

Estimated average annual burden 
hours per respondent: 57 hours.

Estimated total annual recordkeeping 
burden: 15,675 hours.



55484 Federal Register/Vol. 63, No. 199/Thursday, October 15, 1998/Rules and Regulations

Executive Order 12866

The OCC and OTS have determined 
that the Guidelines are not “a significant 
regulatory action” under Executive 
Order 12866.

OCC and OTS: Unfunded Mandates 
Reform Act Analysis

The Unfunded Mandates Reform Act 
of 1995 (UMA), Pub. L. 104-4, applies 
only w hen an agency is required to 
promulgate a general notice of proposed 
rulemaking or a final rule for w hich a 
general notice of proposed rulemaking 
was published. 2 U.S.C. 1532. As noted 
above, the Agencies have concluded, for 
good cause, that a notice of proposed 
rulemaking is not required.
Accordingly, the Agencies have 
concluded that the UMA does not 
require an unfunded mandates analysis 
of the Guidelines.

Moreover, the Agencies believe that 
the Guidelines will not result in 
expenditures by State, local, and tribal 
governments, or by the private sector, of 
more than $100 m illion in any one year. 
Accordingly, neither the OCC nor the 
OTS has prepared a budgetary impact 
statement or specifically addressed the 
regulatory alternatives considered.

Text of Uniform Interim Guidelines (All 
Agencies)

The text of the agencies’ uniform 
interim guidelines appears below:

Appendix_____ to
Part_____ Interagency Guidelines
Establishing Year 2000 Standards for 
Safety and Soundness

Table o f Contents

I. In troduction
A. P reservation  of existing au thority
B. Definitions

II. Year 2000 S tandards for Safety and
Soundness

A. Review  of m ission-critical system s for 
Year 2000 readiness

B. R enovation  of in te rna l m ission-critica l 
system s

C. R enovation  of external m ission-critical 
system s

D. Testing of m ission-critica l system s
E. B usiness resu m p tio n  contingency 

p lann ing
F. R em ediation  con tingency  p lann ing
G. C ustom er risk
H. Involvem ent of the board  of directors 

and  m anagem ent

I. Introduction

The Interagency G uidelines Establishing 
Year 2000 S tandards for Safety an d  
Soundness (Guidelines) set forth  safety and  
soundness s tandards p u rsu an t to section  39 
of the  Federal D eposit Insurance A ct (section 
39) (12 U.S.C. 1831p-l) th a t are app licab le  to 
an  in su red  deposito ry  in stitu tio n ’s efforts to 
achieve Year 2000 readiness. T he G uidelines, 
w h ich  also in te rp re t the  general s tandards in

the  Interagency G uidelines Establishing 
S tandards for Safety and  Soundness adopted  
in  1995, ap p ly  to all in su red  depository  
institu tions.

A . Preservation o f  E xisting  A u th o r ity

N either section  39 no r the  G uidelines in
any w ay lim its the  au thority  of the  Federal 
banking agencies to address unsafe or 
u n so u n d  practices, v io la tions of law , unsafe 
o r u n so u n d  conditions, or o ther practices.
The Federal banking  agencies, in  th e ir  sole 
discretion , m ay take appropria te  actions so 
th a t in su red  depository  in stitu tio n s w ill be 
able to successfully  con tinue  business 
operations after January  1, 2000, in c lu d in g  on 
a  case-by-case basis requ iring  actions by 
dates th a t are later th a n  the  key dates set 
forth in  th e  G uidelines. A ction  u n d e r  section  
39 and  the  G uidelines m ay be taken 
in d ep en d en tly  of, in  con junction  w ith , or in  
ad d itio n  to any o ther action, includ ing  
enforcem ent action, available to the  Federal 
banking agencies.

B. D efin itions

1. In general. For p u rposes of the  
G uidelines the  follow ing defin itions apply:

a. B usiness resu m p tio n  con tingency  p la n  
m eans a p lan  th a t describes ho w  m ission- 
critical system s of the  in su red  depository  
in stitu tio n  w ill con tinue  to operate in  the 
event there  are system  failures in  processing, 
calculating, com paring, or sequencing date or 
tim e data  from, in to , or betw een  the  20th an d  
21st centuries; or the  years 1999 and  2000; 
or w ith  regard  to leap year calculations.

b. E xternal system  m eans a  system  the 
renovation  of w h ich  is n o t con tro lled  by  the  
in su red  depository  in stitu tion , includ ing  
system s p ro v id ed  by service prov iders and  
any interfaces w ith  external th ird  party  
supp liers  an d  o ther m ateria l th ird  parties.

c. E xterna l th ird  p a rty  su p p lier  m eans a 
service p rov ider or software v endor th a t 
supp lies  services or p roducts to in su red  
deposito ry  institu tions.

d. In terna l system  m eans a system  the 
renovation  of w h ich  is con tro lled  by the 
in su red  deposito ry  institu tion , includ ing  
software, operating  system s, m ainfram e 
com puters, personal com puters, readers/ 
sorters, an d  proof m achines. In ternal system  
also m ay in c lu d e  a system  contro lled  by  the  
in su red  deposito ry  in s titu tio n  w ith  
em bedded  in tegrated  c ircuits (e.g., heating  
and  cooling system s, vaults, 
com m unications, security  system s, and 
elevators).

e. M ission-critica l system  m eans an 
ap p lication  or system  th a t is v ital to the  
successfu l co n tinuance  of a core business 
activity. A n  ap p lication  or system  m ay be 
m ission-critical if  it interfaces w ith  a 
designated  m ission-critical system . Software 
p roducts  also m ay be m ission-critical.

f. O ther m ateria l th ird  p a rty  m eans a th ird  
party , o ther th an  an  external th ird  party  
supp lier, to w hom  an in su red  depository  
in stitu tio n  transm its d a ta  or from  w h o m  an 
in su red  deposito ry  in s titu tio n  receives data, 
includ ing  business partners (e.g., credit 
bureaus), o ther in su red  depository  
institu tions, paym en t system  providers, 
clearinghouses, custom ers, an d  u tilities.

g. R em ed ia tion  con tingency  p la n  m eans a 
p lan  th a t describes h o w  the  in su red

deposito ry  in stitu tio n  w ill m itigate the  risks 
associated  w ith  the  failure to successfully  
com plete  renovation , testing, or 
im plem en tation  of its m ission-critical 
systems.

h. R enovation  m eans code enhancem ents , 
hardw are  an d  software upgrades, system  
replacem ents, and  o ther associated  changes 
th a t ensure  th a t th e  in su red  depository  
in s titu tio n ’s m ission-critical system s and  
app lications are Year 2000 ready.

i. Year 2000 rea d y  or read iness  w ith  
respect to a system  or app lication  m eans the  
system  or app lication  accurate ly  processes, 
calculates, com pares, or sequences date or 
tim e data  from, into, or be tw een  the  20th  and  
21st centuries; or th e  years 1999 an d  2000; 
or w ith  regard  to leap year calculations.

II. Year 2000 Standards for Safety and 
Soundness

A. R eview  o f  M ission-C ritical S ystem s For 
Year 2000 R eadiness. Each in su red  
deposito ry  in stitu tio n  shall in  writing:

1. Identify all in te rna l an d  external 
m ission-critical system s th a t are n o t Year 
2000 ready;

2. E stablish  priorities for accom plish ing  
w ork  an d  a llocating resources to renovating 
in te rna l m ission-critical system s;

3. Identify  the  resource requ irem en ts an d  
in d iv id u a ls  assigned to the  Year 2000 project 
on  in te rna l m ission-critica l systems;

4. Establish  reasonable  dead lines for 
com m encing an d  com pleting  the  renovation  
of su ch  in te rn a l m ission-critical systems;

5. Develop an d  adop t a  pro ject p lan  th a t 
addresses the  in su red  deposito ry  in s titu tio n ’s 
Year 2000 renovation , testing, contingency 
plann ing , an d  m anagem ent oversight process; 
and

6. D evelop a  due d iligence process to 
m onito r a n d  evaluate th e  efforts of external 
th ird  party  supp liers to achieve Year 2000 
readiness.

B. R enovation  o f  In terna l M ission-C ritical 
System s. Each in su red  deposito ry  in stitu tion  
shall com m ence renovation  of all in te rna l 
m ission-critica l system s th a t are n o t Year 
2000 ready  in  sufficient tim e th a t testing  of 
the  renovation  can  be substantia lly  
com pleted  by  Decem ber 31, 1998.

C. R enovation  o f  E xterna l M ission-C ritical 
System s. Each in su red  depository  in stitu tion  
shall:

1. D eterm ine th e  ability  of external th ird  
party  supp liers  to renovate  external m ission- 
critical system s th a t are n o t Year 2000 ready  
and  to com plete the  renovation  in  sufficient 
tim e to substan tia lly  com plete testing  by 
M arch 31, 1999;

2. M ain ta in  w ritten  d ocum en tation  of all 
its com m unica tions w ith  external th ird  party  
supp liers regarding the ir ability  to renovate 
tim ely  an d  effectively external m ission- 
critical system s th a t are n o t Year 2000 ready; 
and

3. D evelop in  w riting  a n  ongoing due 
diligence process to m on ito r an d  evaluate the  
efforts of external th ird  party  supp liers  to 
achieve Year 2000 read iness, including:

a. m onito ring  the  efforts of external th ird  
party  supp liers to achieve Year 2000 
read iness on  a t least a  quarterly  basis an d  
docum enting  com m unica tions w ith  these 
suppliers; and
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b. review ing the  in su red  depository  
in stitu tio n ’s con tractua l arrangem ents w ith  
external th ird  party  supp liers  to determ ine 
th e  p a rtie s’ rights an d  obligations to achieve 
Year 2000 readiness.

D. Testing  o f  M ission-C ritical System s.
Each in su red  deposito ry  in s titu tio n  shall:

1. Develop and  im plem en t an  effective 
w ritten  testing  p lan  for bo th  in te rn a l and  
external system s. Such  a p lan  shall include  
the  testing  env ironm ent, testing 
m ethodology, testing  schedules, budget 
projections, p a rtic ipan ts  to be invo lved  in  
testing, an d  the  critical dates to be  tes ted  to 
achieve Year 2000 readiness;

2. Verify th e  adequacy of the  testing 
process a n d  validate  the  resu lts  o f th e  tests 
w ith  th e  assistance of the  p roject m anager 
responsib le  for Year 2000 read iness, the  
ow ner o f th e  system  tested , an d  an  objective 
in d ep en d en t party  (such as an  aud ito r, a 
consu ltan t, or a qualified  in d iv id u a l from 
w ith in  or ou tside  of the  in su red  depository  
in s titu tio n  w ho is in d ep en d en t of th e  process 
u n d e r  review);

3. Substan tia lly  com plete  testing  of 
in te rna l m ission-critical system s by 
Decem ber 31, 1998;

4. Com m ence testing  of external m ission- 
critical system s by  January  1, 1999;

5. Substantia lly  com plete testing  of 
external m ission-critica l system s by  M arch 
31, 1999;

6. C om m ence testing  w ith  o ther m aterial 
th ird  parties by  M arch 31, 1999; and

7. Complete testing of all mission- 
critical systems by June 30, 1999.

E. B usiness R esu m p tio n  C ontingency  
P lanning. Each in su red  deposito ry  in stitu tio n  
shall develop a n d  im plem en t an  effective 
w ritten  business resu m p tio n  contingency 
p lan  that, at a m inim um :

1. Defines scenarios for m ission-critical 
system s failing to achieve Year 2000 
readiness;

2. E valuates op tions an d  selects a 
reasonable  con tingency strategy for those  
systems;

3. Provides for th e  period ic  testing  of the 
b usiness resu m p tio n  con tingency plan; and

4. Provides for in d ep en d en t testing  of the 
business resu m p tio n  con tingency p lan  by  an 
objective in d ep en d en t party, su ch  as an 
aud ito r, consu ltan t, or qualified  in d iv idua l 
from another area o f th e  in su red  depository  
in s titu tio n  w ho w as n o t invo lved  in  the  
form ulation  of th e  business resu m p tio n  
contingency plan.

F. R em ed ia tion  C ontingency P lanning.
Each in su red  depository  in stitu tio n  th a t has 
failed to successfully  com plete  renovation, 
testing, an d  im p lem en tation  of a m ission- 
critical system , or is in  the  process of 
rem ed iation  an d  is not on schedu le  w ith  the  
key dates in  section  II.D, shall develop and 
im plem en t an  effective w ritten  rem ed iation  
con tingency p lan  that, at a m in im um :

1. O utlines the  a lternatives available if 
rem ediation  efforts are n o t successful, 
in c lud ing  the  availability  of alternative 
external th ird  party  suppliers , an d  selects a 
reasonable contingency strategy; and

2. Establishes trigger dates for activating 
th e  rem ed iation  contingency p lan , tak ing  into 
accoun t the  tim e necessary  to  convert to 
a lternative  external th ird  party  supp liers  or 
to com plete any o ther se lected  strategy.

G. C ustom er R isk. Each in su red  depository  
in stitu tio n  shall develop a n d  im plem en t a 
w ritten  due d iligence process that:

1. Identifies custom ers, in c lu d in g  fund  
providers, fu n d  takers, an d  cap ital m arket/ 
asset m anagem ent counterparties , th a t 
rep resen t m ateria l risk  exposure to the  
institu tion;

2. E valuates their Year 2000 preparedness;
3. A ssesses th e ir  existing an d  po ten tia l 

Year 2000 risk  to the  institu tion ; an d  4. 
Im plem ents appropria te  risk  controls, 
includ ing  contro ls for u n d erw riting  risk, to 
m anage an d  m itigate th e ir  Year 2000 risk  to 
the  institu tion .

H. In vo lvem en t o f  the  B oard o f  D irectors 
a n d  M anagem ent.

I .  During all stages o f the  renovation , 
testing, an d  contingency p lan n in g  process, 
the  board  of directors and  m anagem ent of 
each  in su red  deposito ry  in s titu tio n  shall:

a. be actively invo lved  in  m anaging efforts 
to  p lan , allocate resources, a n d  m onito r 
progress tow ards a tta in ing  Year 2000 
readiness;

b. oversee the  efforts of the  in su red  
deposito ry  in s titu tio n  to achieve Year 2000 
read iness an d  allocate sufficient resources to 
resolve problem s relating to the  in s titu tio n ’s 
Year 2000 readiness; and

c. evaluate the  Year 2000 risk  associated  
w ith  any strategic b u siness in itiatives 
con tem pla ted  by the  in su red  depository  
in stitu tion , in c lud ing  m ergers and  
acquisitions, m ajor system s developm ent, 
corporate alliances, an d  system  
in terdependencies.

2. In add ition , the  board  of directors, at a 
m in im um , shall requ ire  from  m anagem ent, 
and  m anagem ent shall p rov ide  to the  board 
of directors, w ritten  status reports, a t least 
quarterly  an d  as o therw ise  appropria te  to 
keep the  d irectorate fu lly  inform ed, of the  
in su red  depository  in s titu tio n ’s efforts in  
achieving Year 2000 readiness. Such  w ritten  
sta tus reports shall, at a m in im um , include:

a. T he overall progress of the  in su red  
deposito ry  in s titu tio n ’s efforts in  achieving 
Year 2000 readiness;

b. The in su red  deposito ry  in s titu tio n ’s 
in te rim  progress in  renovating, validating, 
an d  contingency p lann ing  m easu red  against 
the  in su red  deposito ry  in stitu tio n ’s Year 
2000 project p lan  as adop ted  u n d e r  section
II.A.5. of ap p en d ix  B;

c. The sta tus of efforts by  key external th ird  
party  supp liers an d  o ther m aterial th ird  
parties in  achieving Year 2000 readiness;

d. T he resu lts of th e  testing process;
e. The sta tus of contingency p lann ing  

efforts; and
f. The sta tus of the  ongoing assessm ent of 

custom er risk.

[End of tex t o f U niform  In terim  G uidelines] 

List of Subjects 

12 CFR Part 30

Administrative practice and 
procedure, National banks, Reporting 
and recordkeeping requirements, Safety 
and soundness.

12 CFR Part 208

Accounting, Agriculture, Banks, 
banking, Confidential business

information, Crime, Currency, Federal 
Reserve System, Mortgages, Reporting 
and recordkeeping requirements, Safety 
and soundness, Securities.

12 CFR Part 364

Administrative practice and 
procedure, Bank deposit insurance, 
Banks, Banking, Reporting and 
recordkeeping requirements, Safety and 
soundness.

12 CFR Part 570

Accounting, Administrative practice 
and procedures, Bank deposit 
insurance, Holding companies, 
Reporting and recordkeeping 
requirements, Savings associations, 
Safety and soundness.

Adoption of Uniform Interagency 
Guidelines. The agency specific 
adoptions of the uniform interagency 
guidelines, w hich appear at the end of 
the common preamble, are set forth 
below.
Office of the  C om ptroller of the  Currency

12 CFR C hapter I

Authority and Issuance

For the reasons set forth in the 
common preamble, part 30 of chapter I 
of title 12 of the Code of Federal 
Regulations is amended as follows:

PART 30—SAFETY AND SOUNDNESS 
STANDARDS

1. The authority citation for part 30 
continues to read as follows:

Authority: 12 U.S.C. 93a, 1 8 3 1 p -l.

2. A new appendix B is added to part 
30 to read as set forth at the end of the 
common preamble:

Appendix B to Part 30—Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness

Dated: Septem ber 21 ,1998 .

Julie L. W illiam s,

A ctin g  C om ptroller o f  th e  Currency.

Federal Reserve System  

12 CFR Part 208 

Authority and Issuance

For the reasons set forth in the 
common preamble, part 208 of chapter
II of title 12 of the Code of Federal 
Regulations is amended as follows:

PART 208— MEMBERSHIP OF STATE 
BANKING INSTITUTIONS IN THE 
FEDERAL RESERVE SYSTEM 
(REGULATION H)

1. The authority citation for 12 CFR 
Part 208 continues to read as follows:

Authority: 12 U.S.C. 24, 36, 92a, 93a, 
248(a), 248(c), 321-338a, 371d, 461, 481-486,
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601, 611, 1814, 1816, 1818, 1823(j), 1828(o), 
18310, 1 8 3 1 p - l ,  1 8 3 1 r- l ,  1835a, 1882, 2 9 01- 
2907, 3105, 3310, 3331-3351, an d  3 9 06- 
3909, 15 U.S.C. 78b, 781(b), 781(g), 781(i), 
78o—4(c)(5), 78q, 7 8 q - l ,  an d  78w; 31 U.S.C. 
5318; 42 U.S.C. 4012a, 4104a, 4104b, 4106, 
an d  4128.

A pp en d ix  D [Redesignated as A pp en d ix  D - 
1]

2. Appendix D to part 208 is 
redesignated as Appendix D -l.

3. A new appendix D—2 is added to 
part 208 to read as set forth at the end 
of the common preamble;

Appendix D-2 to Part 208—Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness

By O rder of the  Board of G overnors of the  
Federal Reserve System , Septem ber 30, 1998. 

Jennifer J. Johnson,

Secretary o f  the  Board.

Federal D eposit Insurance  C orporation

12 CFR Part 364

Authority and Issuance

For the reasons set forth in the 
common preamble, part 364 of chapter
III of title 12 of the Code of Federal 
Regulations is amended as follows:

PART 364—STANDARDS FOR SAFETY 
AND SOUNDNESS

1. The authority citation for 12 CFR 
part 364 continues to read as follows:

Authority: 12 U.S.C. 1819 (Tenth), 1 8 3 1 p -
1.

2. A new A ppendix B is added to part 
364 to read as set forth at the end of the 
common preamble:

Appendix B to Part 364—Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness

By O rder of the  Board of Directors,

Dated a t W ashington, DC, th is  8 th  Day of 
October, 1998.

Federal D eposit Insurance Corporation.

James D. LaPierre,

D ep u ty  E xecu tive  Secretary.

Office of T hrift Supervision  

12 CFR Part 570 

Authority and Issuance

For the reasons set forth in the 
common preamble, part 570 of chapter 
V of title 12 of the Code of Federal 
Regulations is amended as follows:

PART 570— SUBMISSION AND REVIEW 
OF SAFETY AND SOUNDNESS 
COMPLIANCE PLANS AND ISSUANCE 
OF ORDERS TO CORRECT SAFETY 
AND SOUNDNESS DEFICIENCIES

1. The authority citation for part 570 
continues to read as follows:

Authority: 12 U.S.C. 1 8 3 1 p -l.

2. A new appendix B is added to part 
570 to read as set forth at the end of the 
common preamble:

Appendix B to Part 570—Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness

Dated: Septem ber 29 ,1998.

Ellen Seidm an,
Director.

[FR Doc. 98-27672 F iled  1 0 -14-98 ; 8:45 am]

BILLING CODES 4810-33-P , 6210-01-P, 6714-01-P , 
6720-01-P

DEPARTMENT OF THE TREASURY

Office of the Comptroller of the 
Currency

12 CFR Part 30 

[Docket No. 98-13]

RIN 1557-AB67

FEDERAL RESERVE SYSTEM

12 CFR Part 263 

[Docket No. R-1018]

FEDERAL DEPOSIT INSURANCE 
CORPORATION

12 CFR Part 364 

RIN 3064-AC18

DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision 

12 CFR Part 570 

[Docket No. 98-106]

RIN 1550-AB27

Safety and Soundness Standards

AGENCIES: Office of the Comptroller of 
the Currency, Treasury; Board of 
Governors of the Federal Reserve 
System; Federal Deposit Insurance 
Corporation; and Office of Thrift 
Supervision, Treasury.
ACTION: Interim rule w ith request for 
comment.

SUMMARY: The Office of the Comptroller 
of the Currency (OCC), the Board of 
Governors of the Federal Reserve 
System (Board), the Federal Deposit 
Insurance Corporation (FDIC), and the 
Office of Thrift Supervision (OTS) 
(collectively, the Agencies) are adopting 
this interim rule to update their rules of 
procedure pertaining to safety and 
soundness standards issued under 
section 39 of the Federal Deposit 
Insurance Act (FDI Act). This interim

rule is intended only to incorporate 
appropriate references to the 
Interagency Guidelines Establishing 
Year 2000 Standards for Safety and 
Soundness published elsewhere in this 
issue of the Federal Register.
DATES: This interim rule is effective 
October 15,1998. Comments must be 
received by December 14, 1998. 
ADDRESSES: Comments should be 
directed to:

OCC: Office of the Comptroller of the 
Currency, Communications Division,
250 E Street, SW, Washington, DC 
20219, Attention: Docket No. 98-13. 
Comments will be available for public 
inspection and photocopying at the 
same location. In addition, comments 
may be sent by facsimile transmission to 
FAX number (202) 874-5274 or by 
Internet mail to 
regs.comments@occ.treas.gov.

Board: Jennifer J. Johnson, Secretary, 
Board of Governors of the Federal 
Reserve System, Docket No. R-1018, 
20th Street and Constitution Avenue, 
NW, Washington, DC 20551. Comments 
addressed to Ms. Johnson may also be 
delivered to the Board’s mail room 
between 8:45 a.m. and 5:15 p.m., and to 
the security control room outside of 
those hours. Both the mail room and 
control room are accessible from the 
courtyard entrance on 20th Street 
between Constitution Avenue and C 
Street, NW, Washington, DC. Comments 
may be inspected in room MP-500 
between 9:00 a.m. and 5:00 p.m., except 
as provided in § 261.14 of the Board’s 
Rules Regarding Availability of 
Information, 12 CFR 261.14.

FDIC: Robert E. Feldman, Executive 
Secretary, Attention: Comments/OES, 
Federal Deposit Insurance Corporation, 
550 17th Street, NW, Washington, DC 
20429. Comments may be hand 
delivered to the guard station at the rear 
of the 550 17th Street Building (located 
on F Street), on business days between 
7:00 a.m. and 5:00 p.m. (Fax number: 
(202) 898-3838; Internet address: 
comments@fdic.gov). Comments may be 
inspected and photocopied in the FDIC 
Public Information Center, Room 100, 
801 17th Street, NW, Washington, DC, 
between 9:00 a.m. and 4:30 p.m. on 
business days.

OTS: Manager, Dissemination Branch, 
Records Management and Information 
Policy, Office of Thrift Supervision,
1700 G Street, NW, Washington, DC 
20552, Attention Docket No. 98-106. 
These submissions may be hand 
delivered to 1700 G Street, NW, 
Washington, DC, from 9:00 a.m. to 5:00 
p.m. on business days; sent by facsimile 
transmission to FAX number (202) 906- 
7755, or may be sent by e-mail to:

mailto:regs.comments@occ.treas.gov
mailto:comments@fdic.gov
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public.info@ots.treas.gov. Those 
commenting by e-mail should include 
their name and telephone number. 
Comments will be available for 
inspection at 1700 G Street, NW, 
Washington, DC, from 9:00 a.m. until 
4:00 p.m. on business days.
FOR FURTHER INFORMATION CONTACT:

OCC: Ursula Pfeil, Attorney, 
Legislative and Regulatory Activities 
(202) 874-5090; or Brian McCormally, 
Assistant Director, Enforcement and 
Compliance (202) 874-4800.

Board: Stephanie Martin, Senior 
Counsel, Legal Division (202) 452-3198. 
For the hearing impaired only, 
Telecommunication Device for Deaf 
(TDD), Diane Jenkins (202) 452-3544, 
Board of Governors of the Federal 
Reserve System, 20th and C Streets,
NW, Washington, DC 20551.

FDIC: Sandy Comenetz, Year 2000 
Project Manager, Legal Division (202) 
898-3582; Richard Bogue, Counsel,
Legal Division (202) 898-3726; or Nancy 
Chase Miller, Counsel, Legal Division 
(202) 898-6533.

OTS: Dorothy Van Cleave, National 
Year 2000 Coordinator (202) 906-7380; 
or Robert D. DeCuir, Senior Enforcement 
Attorney, Office of Enforcement, Office 
of Chief Counsel (202) 906-7152. 
SUPPLEMENTARY INFORMATION:

Background and Discussion of Interim 
Rule

In 1995, the Agencies jointly adopted 
Guidelines Establishing Standards for 
Safety and Soundness pursuant to 
section 39 of the FDI Act. At the same 
time, each of the Agencies adopted rules 
establishing procedures for requiring 
submission of a compliance plan and 
issuing an enforceable order for 
violation of safety and soundness 
standards pursuant to section 39. The 
general standards for safety and 
soundness are set forth in an appendix 
to each Agency’s procedural rules. 60 
FR 35674 (July 10, 1995).

Elsewhere in this issue of the Federal 
Register, the Agencies are publishing 
Interagency Guidelines Establishing 
Year 2000 Standards for Safety and 
Soundness (Year 2000 Guidelines) 
under section 39 of the FDI Act. 12 
U.S.C. 1831p—1. The Year 2000 
Guidelines published today will appear 
as a second appendix to the Agencies’ 
respective procedural rules.

This interim rule makes minor 
conforming amendments to the 
Agencies’ procedural rules to 
incorporate appropriate references to 
the Agencies’ Year 2000 Guidelines.
This interim rule makes no substantive 
changes to the Agencies’ rules of 
procedure.

Notice and Comment, Effective Date, 
and Request for Comment

Section 553 of the Administrative 
Procedure Act (APA) permits an agency 
to issue rules w ithout prior notice and 
comment if the Agency, for good cause, 
finds that notice and comment are 
impracticable, unnecessary, or contrary 
to the public interest and explains its 
finding w hen it publishes the rule. 5 
U.S.C. 553(b)(B). This interim rule 
makes only conforming amendments to 
the Agencies’ current rules of procedure 
to refer to the Year 2000 Guidelines.
This interim rule makes no other 
changes to the Agencies’ procedural 
rules, and it imposes no new 
substantive requirements on insured 
depository institutions. Therefore, each 
of the Agencies finds that prior notice 
and comment are unnecessary and, 
accordingly, are issuing this interim rule 
without prior notice and comment.

Section 302 of the Riegle Community 
Development and Regulatory 
Improvement Act (CDRIA) of 1994, Pub. 
L. 103-325, requires that new 
regulations and amendments to existing 
regulations prescribed by a Federal 
banking agency that impose reporting, 
disclosure, or other requirements on 
insured depository institutions shall 
take effect on the first day of the 
calendar quarter that begins on or after 
the date on which the regulation is 
published in final form. 12 U.S.C. 
4802(b)(1). Additionally, section 553(d) 
of the APA states that publication of a 
rule shall be made not less than 30 days 
before its effective date. 5 U.S.C. 553(d). 
Both the CDRIA and APA permit an 
agency to select an earlier effective date 
for good cause published with the 
regulation. As noted earlier, since this 
interim rule makes only conforming 
amendments to the Agencies’ rules, 
each Agency finds good cause to 
dispense w ith the delayed effective date 
requirements.

The Agencies invite comments on this 
interim rule during the 60-day period 
that runs concurrently w ith their 
request for comment on the Year 2000 
Guidelines.

Regulatory Flexibility Act Analysis

An initial regulatory flexibility 
analysis under the Regulatory 
Flexibility Act is required only w hen an 
agency m ust publish a general notice of 
proposed rulemaking. 5 U.S.C. 603. As 
noted previously, the Agencies have 
determined that it is not necessary to 
publish a notice of proposed rulemaking 
for this interim rule. Accordingly, an 
initial regulatory flexibility analysis is 
not required. In addition, since this 
interim rule imposes no new

requirements on insured depository 
institutions and makes only conforming 
amendments to the Agencies’ current 
rules of procedure, the Agencies find 
that this interim  rule does not have a 
significant effect on a substantial 
number of small entities or create any 
additional burden on small entities.

Paperwork Reduction Act

The Agencies have determined that 
this interim rule does not involve a 
collection of information pursuant to 
the Paperwork Reduction Act of 1995 
(44 U.S.C. 3501 et seq.).

Executive Order 12866

The OCC and OTS have determined 
that this interim  rule is not a significant 
regulatory action under Executive Order 
12866.

OCC and OTS: Unfunded Mandates 
Reform Act Analysis

The Unfunded Mandates Reform Act 
of 1995 (UMA), Pub. L. 104-4, applies 
only w hen an agency is required to 
issue a general notice of proposed 
rulemaking or a final rule for w hich a 
general notice of proposed rulemaking 
was published. 2 U.S.C. 1532. As noted 
previously, the Agencies have 
determined, for good cause, that this 
interim rule should take immediate 
effect and, therefore, that a notice of 
proposed rulemaking is not required. 
Accordingly, the Agencies have 
concluded that the UMA does not 
require an unfunded mandates analysis 
of this interim rule.

Moreover, the Agencies find that this 
interim rule will not result in 
expenditure by State, local, and tribal 
governments, or by the private sector, of 
more than $100 m illion in any one year. 
Accordingly, neither the OCC nor the 
OTS has prepared a budgetary impact 
statement or specifically addressed the 
regulatory alternatives considered.

List of Subjects

12 CFR Part 30

Administrative practice and 
procedure, National banks, Reporting 
and recordkeeping requirements, Safety 
and soundness.

12 CFR Part 263

Administrative practice and 
procedure, Claims, Crime, Equal access 
to justice, Federal Reserve System, 
Lawyers, Penalties.

12 CFR Part 364

Administrative practice and 
procedure, Bank deposit insurance, 
Banks, banking, Reporting and 
recordkeeping requirements, Safety and 
soundness.

mailto:public.info@ots.treas.gov
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12 CFR Part 570

Accounting, Administrative practice 
and procedures, Bank deposit 
insurance, Holding companies, 
Reporting and recordkeeping 
requirements, Savings associations, 
Safety and soundness.

Office of the Comptroller of the 
Currency

12 CFR Chapter I

Authority and Issuance

For the reasons set out in the joint 
preamble, the OCC is amending part 30 
of chapter I of title 12 of the Code of 
Federal Regulations as follows:

PART 30—SAFETY AND SOUNDNESS 
STANDARDS

1. The authority citation for part 30 
continues to read as follows:

Authority: 12 U.S.C. 93a, 1 8 3 1 p -l.

2. In § 30.2, the last sentence is 
revised to read as follows:

§ 30.2 Purpose.

* * * The Interagency Guidelines 
Establishing Standards for Safety and 
Soundness are set forth in appendix A 
to this part and the Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness are 
set forth in appendix B to this part.

3. In § 30.3, paragraph (a) is revised to 
read as follows:

§30.3 Determination and notification of 
failure to meet safety and soundness 
standard and request for compliance plan.

(a) Determination. The OCC may, 
based upon an examination, inspection, 
or any other information that becomes 
available to the OCC, determine that a 
bank has failed to satisfy the safety and 
soundness standards contained in the 
Interagency Guidelines Establishing 
Standards for Safety and Soundness set 
forth in appendix A to this part or the 
Interagency Guidelines Establishing 
Year 2000 Standards for Safety and 
Soundness set forth in appendix B to 
this part.
* * * * *

Dated: Septem ber 21, 1998.

Julie L. W illiam s,

A ctin g  C om ptroller o f  the Currency.

Federal Reserve System 

12 CFR Chapter II

For the reasons set out in the joint 
preamble, the Board is amending part 
263 of chapter II of title 12 of the Code 
of Federal Regulations as follows:

PART 263— RULES OF PRACTICE FOR 
HEARINGS

1. The authority citation for part 263 
continues to read as follows:

Authority: 5 U.S.C. 504; 12 U.S.C. 248,
324, 504, 505, 1817(j), 1818, 1828(c), 1831o, 
1 831p-l, 1847(b), 1847(d), 1884(b),
1972(2)(F), 3105, 3107, 3108, 3907, 3909; 15 
U.S.C. 21, 78o-4 , 78o-5 , 78u-2 ; an d  28 
U.S.C. 2461 note.

Subpart I—Submission and Review of 
Safety and Soundness Plans and Issuance 
of Orders to Correct Safety and Soundness 
Deficiencies

2. In § 263.302, paragraph (a) is 
revised to read as follows:

§263.302 Determination and notification of 
failure to meet safety and soundness 
standard and request for compliance plan.

(a) Determination. The Board may, 
based upon an examination, inspection, 
or any other information that becomes 
available to the Board, determine that a 
bank has failed to satisfy the safety and 
soundness standards contained in the 
Interagency Guidelines Establishing 
Standards for Safety and Soundness set 
out in appendix D—1 to part 208 of this 
chapter or the Interagency Guidelines 
Establishing Year 2000 Standards for 
Safety and Soundness set out in 
appendix D-2 to part 208 of this 
chapter.
* * * * *

By O rder of the  Board of G overnors of the  
Federal Reserve System , Septem ber 30, 1998.

Jennifer J. Johnson,

Secretary o f  the  Board.

Federal Deposit Insurance Corporation 

12 CFR Chapter III

For the reasons set out in the joint 
preamble, the FDIC is amending part 
364 of chapter III of title 12 of the Code 
of Federal Regulations as follows:

PART 364—STANDARDS FOR SAFETY 
AND SOUNDNESS

1. The authority citation for part 364 
continues to read as follows:

Authority: 12 U.S.C. 1819 (Tenth), 1831p- 
- 1 .

2. Section 364.101 is revised to read 
as follows:

§ 364.101 Standards for safety and 
soundness.

(a) General standards. The 
Interagency Guidelines Establishing 
Standards for Safety and Soundness 
prescribed pursuant to section 39 of the 
Federal Deposit Insurance Act (12 
U.S.C. 1831p—1), as set forth as 
appendix A to this part, apply to all 
insured state nonmember banks and to

state-licensed insured branches of 
foreign banks, that are subject to the 
provisions of section 39 of the Federal 
Deposit Insurance Act.

(b) Year 2000 standards. The 
Interagency Guidelines Establishing 
Year 2000 Standards for Safety and 
Soundness prescribed pursuant to 
section 39 of the Federal Deposit 
Insurance Act (12 U.S.C. 1831p-l), as 
set forth as appendix B to this part, 
apply to all insured state nonmember 
banks and to state-licensed insured 
branches of foreign banks, that are 
subject to the provisions of section 39 of 
the Federal Deposit Insurance Act.

By O rder of the  Board of Directors.

Dated a t W ashington, DC, th is  8 th  day of 
October, 1998.

Federal D eposit Insurance  Corporation.

James D. LaPierre,
D epu ty  E xecu tive  Secretary.

Office of Thrift Supervision

12  CFR Chapter V  

Authority and Issuance

For the reasons set out in the joint 
preamble, the OTS is amending part 570 
of chapter V of title 12 of the Code of 
Federal Regulations as follows:

PART 570— SUBMISSION AND REVIEW 
OF SAFETY AND SOUNDNESS 
COMPLIANCE PLANS AND ISSUANCE 
OF ORDERS TO CORRECT SAFETY 
AND SOUNDNESS DEFICIENCIES

1. The authority citation for part 570 
continues to read as follows:

Authority: 12 U.S.C. 1 8 3 1 p -l.

2. In § 570.1, paragraph (a), the last 
sentence of paragraph (b), and 
paragraph (c) are revised to read as 
follows:

§570.1 Authority, purpose, scope and 
preservation of existing authority.

(a) Authority. This part and the 
Guidelines in Appendices A and B to 
this part are issued by the OTS under 
section 39 (section 39) of the Federal 
Deposit Insurance Act (FDI Act) (12 
U.S.C. 1831p-l) as added by section 132 
of the Federal Deposit Insurance 
Corporation Improvement Act of 1991 
(FDICIA) (Pub. L. 102-242, 105 Stat.
2236 (1991)), and as amended by section 
956 of the Housing and Community 
Development Act of 1992 (Pub. L. 102- 
550, 106 Stat. 3895 (1992)), and as 
amended by section 318 of the 
Community Development Banking Act 
of 1994 (Pub. L. 103-325, 108 Stat. 2160 
(1994)).

(b) * * * Interagency Guidelines 
Establishing Standards for Safety and 
Soundness pursuant to section 39 of the 
FDI Act are set forth in A ppendix A to
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this part. The Interagency Guidelines 
Establishing Year 2000 Standards for 
Safety and Soundness are set forth in 
Appendix B to this part.

(c) Scope. This part and the 
Interagency Guidelines at Appendices A 
and B to this part implement the 
provisions of section 39 of the FDI Act 
as they apply to savings associations. 
* * * * *

3. In § 570.2, paragraph (a) is revised 
to read as follows:

§ 570.2 Determination and notification of 
failure to meet safety and soundness 
standards and request for compliance plan.

(a) Determination. The OTS may, 
based upon an examination, inspection, 
or any other information that becomes 
available to the OTS, determine that a 
savings association has failed to satisfy 
the safety and soundness standards 
contained in the Interagency Guidelines 
Establishing Standards for Safety and 
Soundness as set forth in Appendix A

to this part or the Interagency 
Guidelines Establishing Year 2000 
Standards for Safety and Soundness as 
set forth in Appendix B to this part. 
* * * * *

Dated: Septem ber 29, 1998.

Ellen Seidm an,

Director.

[FR Doc. 98-27671 F iled  1 0 -14-98 ; 8:45 am]
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