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ABS. See asset-backed securities

ACCEPTANCES, CUSTOMERS’ LIABILITIES
ON . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12.57

ACCOUNT, UNIT OF . . . . . . . . . . . . . . . . . . . .20.03

ACCOUNTING ESTIMATES . . . . . . 5.193–.203,
. . . . . . . . . 7.149, 7.157–.159, 9.65, 9.82

ACCOUNTING HEDGES, DERIVATIVES
AS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.57

ACCOUNTING STANDARDS
. Acquisition arrangements . . . . . . . . . . . . . . 8.139
. Business combinations . . . . . . . . . . . . 19.08–.30
. Cash and cash equivalents . . . . . . . . . .6.12–.29
. Collateral . . . . . . . . . . . . . . . . . . . . . . . . .10.70–.73
. Credit losses . . . . . . . . . . . . 9.39–.52, 9.64–.75
. Debt (institution’s borrowings) . . . . . 15.34–.57
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.41–.46
. Derivative instruments . . . . . . . . . . . . .18.79–.94
. Fair value measurements and

disclosures . . . . . . . . . . . . . . . . . . . . . 20.02–.63
. Federal funds . . . . . . . . . . . . . . . . . . . . . 14.27–.39
. Foreclosed assets . . . . . . . . 8.137, 11.06–.07,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.17–.23
. Foreign loans . . . . . . . . . . . . . . . . . . . .8.141–.142
. Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . .12.35–.38
. Hedging . . . . . . . . . . . . . . . . . . . . . . . . . . 18.79–.82
. Held for sale . . . . . . . . 8.69, 8.148, 10.20–.29,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.20
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.18–.26
. Insurance activities . . . . . . . . . . . . . . . .22.12–.70
. Intangible assets . . . . . . . . . . 12.08, 12.35–.50
. Lease financing . . . . . . . . . . . . . . . . 8.140, 15.55
. Loan commitments . . . . . . . . . . . . . . 8.145–.152
. Loan transfers and servicing . . . . . . 10.20–.96,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.20–.113
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.90–.152
. Mortgage-backed securities . . . . . . . . . . . . 7.88,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.20–.29
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . . . . . 4.16–.17
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.16–.76
. Premises and equipment . . . . . . . . . . 12.16–.26
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . . . . . 8.139,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.17–.29

. Real estate mortgage investment
conduits . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.54

. Repurchase agreements . . . . . . . . . . 14.27–.39

. Residential mortgage loans . . . . . . . 8.90, 8.92,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.20–.29

. Securities . . . . . . . . . . . . . . . . . . . . . . . . 7.83–.125

. Troubled debt restructurings . . . . 7.122–.124,
. . . . . . . . . . . . . 8.71–.75, 8.123–.138, 11.18

. Trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.15

ACCOUNTS PAYABLE. See also other assets,
other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.02

ACCOUNTS RECEIVABLE LOANS . . . . . . . .8.26
ACCRETABLE YIELD . . . . . 8.113–.115, 8.119
ACCRETION OF DISCOUNT ON

SECURITIES . . . . . . . . . . . . . . . . . . . . . . . 16.25
ACCRUED COMPENSATION . . . .12.02, 16.25
ACCRUED DEFERRED

COMPENSATION . . . . . . . . . . . . . . . . . . 16.25
ACCRUED EXPENSES . . . . . . . . . . . . . . . . . .12.02
ACCRUED INTEREST PAYABLE. See also

other assets, other liabilities, and other
investments . . . . . . . . . . . . . . . .12.02, 13.66

ACCRUED INTEREST RECEIVABLE
(AIR) . . . . . . . . . . . . . . . . . . . . . . . 8.221, 12.01

ACCRUED LOSS CONTINGENCIES . . . . . 16.25
ACH SYSTEMS. See automated

clearinghouse (ACH) systems
ACQUISITION, DEVELOPMENT, AND

CONSTRUCTION (ADC) ARRANGEMENTS.
See also real estate investments, real
estate owned, and other foreclosed
assets

. Accounting standards . . . . . . . . . . . . . . . . . 8.139

. Definitions . . . . . . . . . . . . . . . . . . . . . . 8.53, 11.42

. Development costs . . . . . . . . . . . . . . . . . . . . 11.46

. Financial statement presentation . . . . . . . 11.43

. Inherent risk . . . . . . . . . . . . . . . . . . . . . . . . . . 11.59

ACQUISITION COSTS, INSURANCE. See also
insurance activities . . . . . . . . . . . 22.18–.50

. Compensation, benefits, and other costs of
acquisition activities . . . . . . . . . . . . . 22.23–.26

. Cost determination . . . . . . . . . . . . . . . . . . . . 22.39

. Deferred . . . . . . . . . . . . . .22.18–.19, 22.40–.43

. Direct-response advertising . . . . . . . .22.27–.32

. Estimated gross profit . . . . . . . . . . . . 22.44–.50

. Incremental direct costs of contract
acquisition . . . . . . . . . . . . . . . . . . . . . . 22.21–.22

. Nondeferrable expenses . . . . . . . . . . 22.33–.38

ACQUISITION METHOD . . . . . . . . . . . 19.09–.17,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.22–.25

ACQUISITIONS. See business combinations
ACTIVE MARKETS . . . . . . . . . . . . . .20.15, 20.35
ACTIVITIES, INTERNAL CONTROL OVER

FINANCIAL REPORTING . . . . . . . . . . . . .9.70
ADC ARRANGEMENTS. See acquisition,

development, and construction (ADC)
arrangements

ADDITIONAL PAID-IN CAPITAL (PIC) . . . 17.06
ADEQUATELY CAPITALIZED BANKS AND

SAVINGS INSTITUTIONS . . . . . . . 1.85–.86,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.31, 17.42
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786 Depository and Lending Institutions

ADEQUATELY CAPITALIZED CREDIT UNION
CLASSIFICATION

. Complex credit unions . . . . . . . . . . . . . . . . . . 2.33

. Corporate credit unions . . . . . . . . . . . . 2.50–.51

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.62

. Net worth ratio . . . . . . . . . . . . Exhibit 2-1 at 2.30

. New credit unions . . . . . . . . . . . . . . . . . . 2.39–.40

. Prompt corrective action . . .Exhibit 2-1 at 2.30

. Supervisory actions . . . . . . . . . . . . . . . . . . . . .2.36

ADJUSTABLE-RATE MORTGAGE
(ARM) . . . . . . . . . . . . . . . 7.26–.28, 8.40–.41

ADJUSTED CORE CAPITAL . . . . . . . . . . . . . . 2.45

ADVANCE FACTORING . . . . . . . . . . . . . 8.24–.25

ADVERSE OPINIONS . . . . . . . . . . . . . . . . . . . 23.20

ADVERTISING,
DIRECT-RESPONSE . . . . . . . . . . . 22.27–.32

AFFILIATED ENTITIES. See also related-party
transactions . . . . . . . . . . . . . . . . .5.36, 10.29

AGENCY AGREEMENTS AS PERSONAL
TRUSTS . . . . . . . . . . . . . . . . . . . . . . . . . . . .21.08

AGGREGATION OF DISCLOSURES, OF
VARIABLE INTEREST
ENTITIES . . . . . . . . . . . . . . . . . . . 10.112–.113

AGRICULTURAL LOANS. See commercial,
industrial, and agricultural loans

AIR. See accrued interest receivable

ALLL. See allowance for loan and lease
losses

ALLOCATED TRANSFER RISK RESERVES
(ATRR) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.14

ALLOWANCE FOR CREDIT LOSSES . . . 8.155,
. . . . . . . . 9.06–.07, 9.42–.48, 9.59, 9.110

ALLOWANCE FOR DOUBTFUL
ACCOUNTS . . . . . . . . . . . . . . . . . . . . . . . . 8.155

ALLOWANCE FOR LOAN AND LEASE LOSSES
(ALLL)

. Accounting standards . . . . . . . . . . . . . . . . . . .9.43

. Audit considerations . . . . . . . .9.03, 9.66, 9.70,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.110–.112

. Credit unions . . . . . . . . . . . . . . . . . . . . . . 9.34–.38

. Disclosure . . . . . . . . . . . . . . . 5.198, 5.246–.247

. Failure to maintain adequate
allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.112

. Federal banking regulation . . . . . . . . . . . . . . 9.28

. Generally accepted accounting principles
(GAAP) . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.42–.48

. Internal control . . . . . . . . . . . . . . . . . . . . . . . . . 9.73

. Loans not previously held for sale . . . . . . 10.77

. Mathematical calculation basis for . . . . . . . 9.06

. Qualitative adjustment based on historical loss
experience . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.18

. Regulatory matters . . . . . . . . . . . . . . . . . 9.23–.38

. Related to financing receivables . . . . . . . . . 9.59

. Residential mortgage loans . . . . . . . . . . . . . .8.78

. Substantive tests . . . . . . . . . . . . . . . . . . .9.79–.82

ALLOWANCE FOR LOAN LOSSES . . . . . . .5.30,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.59

ALLOWANCE FOR UNFUNDED LOAN
COMMITMENTS . . . . . . . . . . . . . . . . . . . 12.02

ALTERNATIVE COMPONENTS
APPROACH . . . . . . . . . . . . . . . . . . . . . . . . . 2.34

ALTERNATIVE MINIMUM TAX (AMT) . . . 16.10

AMERICAN RECOVERY AND REINVESTMENT
ACT OF 2009 (ARRA) . . . . . . . . . . . . . .16.12

AMORTIZATION
. Debt securities . . . . . . . . . . . . . . . . . . . . . . . . 7.111
. Fair value measurements and

disclosures . . . . . . . . . . . . . . . . . . . . . 12.41–.47
. Income or loss recognition . . . . . . . . . . . . .16.25
. Index amortizing swaps . . . . . . . . . . . . . . . . 18.69
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.109
. Negative amortization mortgages . . . . . . . .8.41
. Other-than-temporary impairment cost

basis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.98
. Planned amortization class . . . . . . . . . . . . . . 7.29
. Servicing assets or liabilities . . . . . . . . . . . 10.56
. Targeted amortization class . . . . . . . . . . . . . 7.29

AMT. See alternative minimum tax

ANALYTICAL PROCEDURES
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.69–.71
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.68–.70
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.67
. Internal control used in . . . . . . . . . . . . . . . . . .5.63
. Loans . . . . . . . . . . . . . . . . . . . 8.201–.206, 9.109
. Risk assessment process . . . . . . . . . . .5.28–.30
. Substantive . . . . . . . . . . . . . . . . . . . . . . . . 5.94–.97

ANNUAL INDEPENDENT AUDITS
AND REPORTING
REQUIREMENTS . . . . . . . . . . . . . . 1.92–.117

. Additional requirements for services
outsourced to external
auditors . . . . . . . . . . . . . . . . . . . . . . . 1.105–.117

. Annual reporting requirements . . . . . . . . . . .1.97

. Audit committees . . . . . . . . . . . . . . . . . . . . . 1.100

. Communication with auditors . . . . . . . . . . .1.104

. Credit unions, CUMAA provisions . . . . . . . .2.05,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.55–.62

. Enforcement actions against
auditors . . . . . . . . . . . . . . . . . . . . . . . 1.102–.103

. FDIC loss sharing purchase and assumption
transactions . . . . . . . . . . . . . . . . . . . . . . . . . 1.118

. Federal Home Loan Mortgage Corporation
borrowing . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.18

. Filing and notice requirements . . . . . . . . . . . 1.99

. Financial statements. See financial statements

. Holding companies . . . . . . . . . . . . . . . . . . . . . 1.93

. HUD loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.118

. Independent public accountant
standards . . . . . . . . . . . . . . . . . . . . . 1.98, 1.101

. Loan servicing . . . . . . . . . . . . . . . . . . . . . . . . 1.118

. Management’s Annual Internal Control
Report . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.108
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Subject Index 787

ANNUAL INDEPENDENT AUDITS AND
REPORTING REQUIREMENTS—continued

. Management’s Discussion and
Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.91

. Regulatory guidance . . . . . . . . . . . . . . . .1.92–.96

. Sarbanes-Oxley Act
requirements . . . . . . . . . . . . . . . . . . 1.105–.117

. Student loans . . . . . . . . . . . . . . . . . . . . . . . . . 1.118

ANTI-MONEY LAUNDERING
LAWS . . . . . . . . . . . . . . . . . . . . 1.20–.21, 9.29

APPRAISALS . . . . . . . . . 8.63–.67, 9.15, 11.15,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.69–.71

APPRAISERS, USE OF QUALIFIED . . . . . . . 8.65

APPROPRIATED UNDIVIDED EARNINGS,
CREDIT UNION . . . . . . . . . . . . . . . . . . . . 17.51

ARM. See adjustable-rate mortgage

ASSERTIONS
. Audit considerations . . .5.21–.22, 5.37, 5.141
. Categories of . . . . . . . . . . . . . . . . . . . . . . . . . . 5.21
. Loan portfolio . . . . . . . . . . . . . . . . . . . . . . . . . 8.187
. Loan transfers and servicing . . . . 10.123–.124

ASSESSMENT RATES . . . . . . . . . . . . . . . . . . . 1.26

ASSET-BACKED SECURITIES
(ABS) . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.12–.49

. Accounting standards . . . . . . . . . . . . . . . . . 7.112

. Characteristics . . . . . . . . . . . . . . . . . . . . . . . . . 7.15

. Collateral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.16

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.12

. Dodd-Frank Act . . . . . . . . . . . . . . . . . . . . 1.48–.53

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . 7.39, 7.75

. Interest classes and interest-only (IO)
securities . . . . . . . . . . . . . . . . . . . . . . . . 7.35–.37

. Loan transfers and servicing . . . 10.06, 10.10,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.92–.93

. MBS. See mortgage-backed securities

. Principal classes and principal-only (PO)
securities . . . . . . . . . . . . . . . . . . . . . . . . 7.38–.41

. Purpose and servicing . . . . . . . . . . . . . . . . . 10.06

. Regulatory guidance . . . . . . . . . . . . . . . . . . .10.10

. Residuals . . . . . . . . . . . . . . . . . . . . . . . . . . 7.42–.47

. Risk analysis . . . . . . . . . . . . . . . . . 7.33–.34, 7.75

. Senior/subordinated debt . . . . . . . . . . .7.48–.49

. Versatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.13

ASSET-BASED FINANCIAL SERVICES . . . 3.05

ASSET/LIABILITY
MANAGEMENT . . . . . . . . . 5.43–.44, 18.56

ASSET MANAGEMENT. See trust and asset
management activities

ASSET-QUALITY RISK . . . . . . . . . . . . . . .5.52–.54

ASSET RETIREMENT COST . . . . . . . . . . . . 12.56

ASSET RETIREMENT OBLIGATIONS. See also
other assets, other liabilities, and other
investments . . . . . . . . . . . 12.02, 12.53–.56

ASSETS
. Audit objectives for other . . . . . . . . . . . . . . 12.77
. Cash and cash equivalents. See cash and cash

equivalents
. Classification to estimate commercial loan

credit losses . . . . . . . . . . . . . . . . . . . . . . . . . .9.08
. As collateral . . . . . . . . . . . . . . . . . . . . . . . . . . 8.167
. Contingent assets . . . . . . . . . . . . . . . . . . . . . 21.24
. Contingent liabilities . . . . . . . . . . . . . . . . . . . 5.240
. Contributed assets . . . . . . . . . . . . . . . .12.73–.76
. Decrease in volume or level of activity

for . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.42–.46
. Disposal through exchanges . . . . . . . . . . . 11.09
. Fair value of. See fair value measurements
. Financial assets. See financial assets
. Foreclosed. See foreclosed assets
. Highest and best use for

nonfinancial . . . . . . . . . . . . . . . . . . . . . 20.10–.13
. Indemnification assets . . . . . . . . . . 12.01, 12.48
. Intangible assets. See intangible assets
. Loans. See loans
. Long-lived assets. See long-lived assets
. Misappropriation of . . . . . . .Exhibit 5-1 at 5.257
. Other assets. See other assets, other liabilities,

and other investments
. Ratios . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.71, 5.30
. Real estate. See real estate investments, real

estate owned, and other foreclosed assets
. Right of setoff . . . . . . . . . . . . . . . . . . . . . . . . .14.41
. Sales of assets from TDR . . . . . . . . . . . . . .8.138
. Servicing . . . . . . . . . . . . . 10.51–.69, 10.89–.91
. Total assets, credit unions . . . . . . . . . . . . . . 2.26
. Transfers of financial assets . . . . . . . . . . . 8.168

ASSURANCE SERVICES . . . . . . . . . . . . . . . . 1.118

ATM. See automated teller machine

ATM NETWORK . . . . . . . . . . . . . . . . . . . . . . . . . .2.62

ATRR. See allocated transfer risk reserves

ATTESTATION REPORTS . . . . . . . . .1.111–.114

AUDIT COMMITTEES . . . . . . . . . . . .1.98, 1.100,
. . . . . . . . . . . . . . . 2.08–.09, 5.13, 5.70–.75

AUDIT CONSIDERATIONS . . . . . . . . . 5.01–.257
. Allowance for loan and lease losses . . . . . 9.03,

. . . . . . . . . . . . . . . . . . . 9.66, 9.70, 9.110–.112
. Annual independent audits . . . . . . . . . 1.92–.117
. Assertions in assessment of material

misstatement risks . . . . . . . . . . . . . . . 5.21–.22
. Audit, defined . . . . . . . . . . . . . . . . . . . . . . . . . 5.223
. Audit risk. See also audit risk . . . . . . . 5.06–.09
. Business combinations . . . . . . . . . . . . 19.31–.41
. Cash and cash equivalents . . . . . . . . . .6.34–.42
. Compliance with laws and

regulations . . . . . . . . . . . . . . . . . . . . 5.152–.162
. Contingent liabilities . . . . . . . . . . . . . . . . . . . 5.240
. Credit losses . . . . . . . . . . . . . . . 9.32, 9.63–.112
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.58–.77
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.47–.70
. Derivative instruments . . . . . . . . 7.156, 18.101
. Design of further audit

procedures . . . . . . . . . . . . . . . . . . . . . . .5.76–.98
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788 Depository and Lending Institutions

AUDIT CONSIDERATIONS—continued
. Documentation . . . . . 1.98, 5.102–.109, 5.256
. Engagement terms . . . . . . . . . . . . . . . . . 5.10–.13
. Equity and disclosure regarding capital

matters . . . . . . . . . . . . . . . . . . . . . . . 17.89–.115
. Examinations . . . . . . . . . . . . . . . . . . . . 5.223–.228
. Fair value measurements and

disclosures . . . . . . . . . . . . . . . . . . . . . 20.64–.68
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . .14.48–.69
. Financial reporting matters . . . . . . . 5.193–.203
. Fraud in financial statement audit. See fraud,

consideration of in financial statement audit
. Going concerns . . . . . . . . . . . . . . . . . 5.163–.179
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.32–.36
. Information other than financial

statements . . . . . . . . . . . . . . . . . . . . 5.190–.192
. Insurance activities . . . . . . . . . . . . . . . .22.69–.70
. Internal control. See internal control over

financial reporting
. Limitations on scope of audit . . . . . . . . . . .5.254
. Loan transfers and servicing . . . . 10.114–.127
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .8.182–.230
. Materiality . . . . . . . . . . . . . . . . . . . . . . . . . 5.16–.20
. Misstatements, evaluating . . . . . . . . . 5.99–.101
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.77–.91
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.01–.09
. Performance materiality . . . . . . . . . . . . 5.19–.20
. Planning. See audit planning
. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.04
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.56–.73
. Regulation and supervision. See also regulation

and oversight . . . . . . . . . . . . . . . . . . 5.212–.257
. Reports . . . . . . . . . . . . . . . . . . . . . . . . .1.98, 5.256
. Risk assessment. See also risk

assessment . . . . . . . . . . . . . . . . . . . . . . 5.76–.98
. Securities . . . . . . . . . . . . . . . . . . . . . . . 7.138–.163
. Service organizations . . . . . . 5.11, 5.120–.122
. Specialists. See specialists
. Supplementary information . . . . . . . 5.190–.192
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . 21.17–.30
. Understanding the entity and its environment.

See understanding the entity and its
environment

. Written representations . . . . . . . . . . 5.180–.189

AUDIT DOCUMENTATION. See also auditor’s
reports . . . . . . . . . . . . . . . . . . . . . . 5.102–.109

. Assembly and retention of final audit
file . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.109

. Audit evidence obtained . . . . . . . . . .5.106–.108

. Audit procedures . . . . . . . . . . . . . . . . 5.106–.108

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.104

. Examiner’s access . . . . . . . . . . . . . . . . . . . . 5.256

. Going concerns . . . . . . . . . . . . . . . . . . . . . . . 5.179

. Material misstatement due to fraud . . . . . 5.151

. Overview . . . . . . . . . . . . . . . . . . . . . . . .5.102–.104

. Retention . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.98

. Timely preparation . . . . . . . . . . . . . . . . . . . . 5.105

AUDIT ENGAGEMENT
. Letters . . . . . . . . . . . . . . 1.100, 5.10–.12, 5.256
. Teams . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.31
. Unable to continue . . . . . . . . . . . . . . . . . . . . 5.148

AUDIT EVIDENCE. See also risk assessment
. Appraisals as . . . . . . . . . . . . . . . . . . . . . 11.69–.71
. Audit documentation . . . . . . . . . . . . . 5.106–.108
. Electronic data . . . . . . . . . . . . . . . . . . . . . . . . . 5.66
. Evaluation of sufficiency and

appropriateness . . . . . . . . . . . . . . . . . . . . . . 5.98
. Fraud consideration in financial statement

audit . . . . . . . . . . . . . . . . . . . . . . . . . . 5.144–.147
. Obtainment of . . . . . . . . . . . . . . . . . . . . . .5.76–.98
. Written representations as . . . . . . . . . . . . . 5.180

AUDIT OBJECTIVES
. Auditor’s reports . . . . . . . . . . . . . . . . . . . . . . . 5.02
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15.58
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.47
. Equity and disclosure regarding capital

matters . . . . . . . . . . . . . . . . . . . . . . . . . 17.89–.91
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.48
. Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 16.31
. Loan transfers and servicing . . . . . . . . . .10.114
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . 8.182, 8.214
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.106
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.77–.78
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . . . . . . 11.56
. Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.138
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.17

AUDIT PLANNING
. Allowance for loan and lease losses . . . . . 9.66
. Benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.14
. Cash and cash equivalents . . . . . . . . . . . . . . 6.35
. Credit losses . . . . . . . . . . . . . . . . . . . . . . 9.63–.68
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15.59
. Depository institution regulation and

supervision . . . . . . . . . . . . . . . . . . . . . . . . . . 5.237
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.48–.49
. Equity and disclosure regarding capital

matters . . . . . . . . . . .17.92–.97, 17.107–.109
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . .14.49–.53
. Generally accepted accounting principles

(GAAP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.94
. Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 16.32
. Loan transfers and servicing . . . . 10.115–.118
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .8.183–.184
. Materiality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.17
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . 17.107–.109
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.79
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.14–.15
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . . . . . . 11.57
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AUDIT PLANNING—continued
. Securities . . . . . . . . . . . . . . . . . . . . . . . 7.139–.143
. Security investments . . . . . . . . . . . . .7.139–.143
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.18

AUDIT RISK. See also material
misstatements, risk of . . . . . . . . .5.03–.04,
. . . . . . . . . . . . . . . . . . . . . . . . . 5.06–.09, 13.49

AUDIT TEAM, DISCUSSIONS
AMONG . . . . . . . . . . . . . . . . . . . . . .5.129–.132

AUDITORS
. Access to institution’s documents . . . . . 1.104,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.250, 5.254
. Communication with . . . . . . . . . . . . . . . . . . . 1.104
. Compliance with laws and regulations

responsibility . . . . . . . . . . . . . . . . . . 5.154–.162
. Credit unions . . . . . . . . . . . . . . . 2.05, 2.56, 2.62
. Enforcement actions against . . . . .1.102–.103,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.233
. Engagement . . . . . . . . . . . . . . . . 5.10–.13, 5.148
. External auditors . . . . . . . . . . . . . . . . 1.105–.117
. Independence standards . . . . . . . . . . . . . . . . 1.98
. Liability limitations . . . . . . . . . . . . . . . . . . . . . . 5.12
. Materiality determinations . . . . . . . . . . .5.16–.20
. Objectives . . . . . . . . . . . . . . . . . . . . . . . .5.02, 5.05
. Professional judgment . . . . . . . . 5.17–.18, 5.26
. Qualifications . . . . . . . . . . . . . . . . . . . . . . . . . 1.101
. Relationship with examiners . . . . . . 5.248–.257
. Reports. See auditor’s reports
. Sarbanes-Oxley requirements . . . . . . . . . . 1.107
. Specialists . . . . . . . . . . 5.110–.115, 19.35–.40,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.65, 20.68
. Standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.98

AUDITOR’S REPORTS . . . . . . . . . . . . . 23.01–.38
. Audit objectives . . . . . . . . . . . . . . . . . . . . . . . . 5.02
. Emphasis-of-matter paragraphs . . . . . . . .23.01,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.07–.13
. FDIC loss sharing purchase and assumption

transactions . . . . . . . . . . . . . . . . . . . . 23.35–.36
. Financial statements prepared with special

purpose framework . . . . . . . . . . . . . .23.22–.23
. Going concerns . . . . . . . . . . . . . . . . . . . . . . . 5.176
. Internal control . . . . . . . . . . . . . . . . . . . 23.25–.27
. Meetings to review . . . . . . . . . . . . . . . . . . . . 5.255
. Members’ shares reported as equity . . . .23.24
. Modified opinions . . . . . . . . . . . . . . . . . 23.15–.21
. Not opinion on fair presentation of institution’s

regulatory reports . . . . . . . . . . . . . . . . . . . 17.91
. Opinion formation . . . . . 5.04, 5.37, 23.02–.04
. Other-matter paragraphs . . . . . . . . . . . . . . .23.14
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.01
. PCAOB unqualified

opinions . . . . . . . . . . . . . . . Appendix A at 23.38
. Small Business Lending Fund . . . . . . . . . . 23.37
. Supervisory committee audits . . . . . 23.28–.34
. Unmodified opinion . . . . . . . . . . . . . . . .23.05–.06

AUTOMATED CLEARINGHOUSE (ACH)
SYSTEMS . . . . . . . . . . . . . . .2.62, 13.26–.28

AUTOMATED TELLER MACHINE
(ATM) . . . . . . . . . . . . . . . . . 13.04–.05, 13.26

AVAILABLE-FOR-SALE SECURITIES. See also
other-than-temporary impairment
(OTTI) . . . . . . . . . . . . . . . . 7.83, 7.93, 7.109,
. . . . . . . . . . . . . . . . . . . . 7.128, 7.134, 17.09

B

BACK-TESTING PROCESS FOR LOAN LOSS
ESTIMATES . . . . . . . . . . . . . . . . . . . . . . . . . 9.70

BAD-DEBT DEDUCTIONS ON INCOME
TAXES . . . . . . . . . . . . . . . . . . . . . . . . 16.06–.08

BAD-DEBT RESERVES . . . . . . . . . . . . . . . . . 16.25

BALANCE SHEETS. See also other assets,
other liabilities, and other investments

. Borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.34

. Capital lease disclosure . . . . . . . . . . . . . . . .12.24

. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . .6.32–.33

. Federal Home Loan Banks or Federal Reserve
Bank stock . . . . . . . . . . . . . . . . . . . . . .12.33–.34

. Foreclosed assets . . . . . . . . . . . . . 11.17, 11.23

. Insurance activities . . . . . .22.18, 22.65, 22.67

. Loan classifications . . . . . . . . . . . . . . . . . . . 8.223

. Loans . . . . . . . . . . . . . . . . . . . . . . . . . 8.154, 8.223

. Members’ shares reported as equity . . . .23.24

. Operating leases . . . . . . . . . . . . . . . . . . . . . . 12.25

. Premises and equipment . . . . . . . . . . . . . . .12.17

BALLOON PAYMENTS . . . . . . . . . . . . . . . . . . .8.17

BANK CREDIT FACILITIES . . . . . . . . . . . . . . . 3.09

BANK FAILURES . . . . . . . . . . . . . . . . . . . . . . . . .1.06

BANK HOLDING COMPANY ACT . . . . . . . 18.77

BANK INSURANCE FUND (BIF) . . . . . 1.15–.17

BANK SECRECY ACT/ANTI-MONEY
LAUNDERING (BSA/AML) EXAMINATION
MANUAL . . . . . . . . . . . . . . . . . . . . 1.21, 1.107

BANK SECRECY ACT OF 1970
(BSA) . . . . . . 1.20–.21, 2.62, 5.226, 9.29

BANKERS’ ACCEPTANCES. See also other
assets, other liabilities, and other
investments . . . 12.02, 15.19–.20, 15.46

BANKRUPTCY . . . . . . . . . . . . . . . . . . . . . 10.40–.42

BANKS AND SAVINGS
INSTITUTIONS . . . . . . . . . . . . . . . . 1.01–.118

. Advanced approaches . . . . . . . . . . . . . . . . . 17.44

. Annual independent audits and reporting
requirements . . . . . . . . . . . . . . . . . . . .1.92–.118

. Assurance services . . . . . . . . . . . . . . . . . . . .1.118

. Brokered deposits . . . . . . . . . . . . . . . . . . . . .5.242

. Business description . . . . . . . . . . . . . . . 1.01–.07

. Capital requirement. See capital requirement

. Competition . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.04

. Consolidation . . . . . . . . . . . . . . . . . . . . . . . . . . .1.05

. Credit exposure . . . . . . . . . . . . . . . . . . . . 1.42–.46

. Definitions for tax purposes . . . . . . . 16.03–.04

. Deposit insurance fund . . . . . . . . . . . . . 1.24–.30
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BANKS AND SAVINGS
INSTITUTIONS—continued

. Disclosures of capital adequacy . . . 17.41–.46

. Equity and disclosure regarding capital
matters . . . . . . . . . . . . 17.02–.46, 17.89–.105

. Federal funds. See federal funds

. Financial intermediation role . . . . . . . . 1.01–.03

. Holding companies. See holding companies

. Industry overview . . . . . . . . . . . . . . . . . 1.01–.118

. Intangible assets, limitations . . . . . . . . . . . 12.12

. Investments in bank premises . . . . . . . . . . 12.13

. Mortgage banking. See mortgage companies
and banking activities

. Not subject to advanced approaches
regulations . . . . . . . . . . . . . . . . . . . . . . . . . . 17.45

. Organization and structure . . . . . . . . . . . . . 17.02

. Other reporting considerations . . . . . . . . . 1.118

. Recession impact . . . . . . . . . . . . . . . . . . . . . . .1.06

. Regulation and oversight. See also regulation
and oversight . . . . . . . . . 1.08–.91, 18.70–.78

. Risk factors, overview . . . . . . . . . . . . . . . . . . 1.07

BASEL COLLATERAL HAIRCUT
METHOD . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.46

BASEL COMMITTEE ON BANKING
SUPERVISION (BASEL
COMMITTEE) . . . . . . . . . . . . . . . . 1.76, 18.73

BASEL III . . . . . . . . . . . . . . . . .1.30, 12.12, 16.15

BASIS POINT . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.26

BASIS RISK . . . . . . . . . . . . . . . . 18.11, 18.59–.62

BASIS SWAPS . . . . . . . . . . . . . . . . . . . . . . . . . .18.33

BENEFICIARIES, OF VARIABLE INTEREST
ENTITIES . . . . . . . . . . . . . . . . . . . 10.104–.106

BIAS IN CREDIT LOSS ESTIMATION
ISSUES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.15

BIF. See Bank Insurance Fund

BOARDS OF DIRECTORS . . . . . . . . . 2.07, 2.10,
. . . . . . . . . . . . . . . . . 5.13, 7.70, 8.03, 8.215

BONDS. See also debt securities
. Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . 7.61
. Dual currency bonds . . . . . . . . . . . . . . . . . . 15.53
. Government bonds . . . . . . . . . . . . . . . . . 7.05–.06
. Mortgage-backed bonds . . . . . . . 15.06, 15.21,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.47–.48
. Municipal bonds . . . . . . . . . . . . . . . . . . . .7.08–.11

BOPEC RATINGS . . . . . . . . . . . . . . . . . . . . . . .5.228

BORROWER’S TAXES AND INSURANCE
ESCROWS. See also other assets, other
liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.02

BORROWINGS. See debt (institution’s
borrowings)

BRANCH ACQUISITIONS . . . . . . . . . . .19.28–.30

BREAKAGE, REPURCHASE
AGREEMENTS . . . . . . . . . . . . . . . . . . . . . 14.14

BROKERED DEPOSITS . . . . 5.242, 13.11–.13,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.33–.38

BSA/AML EXAMINATION MANUAL. See Bank
Secrecy Act/Anti-Money Laundering
(BSA/AML) Examination Manual

BUSINESS, DEFINED . . . . . . . . . . . 19.01, 19.09

BUSINESS COMBINATIONS . . . . . . . 19.01–.41
. Accounting standards . . . . . . . . . . . . . 19.08–.30
. Acquisition method . . . . 19.09–.17, 19.22–.25
. Audit considerations . . . . . . . . . . . . . . 19.31–.41
. Branch acquisitions . . . . . . . . . . . . . . . 19.28–.30
. Corporate credit unions . . . . . . . . . . . . . . . . . 2.45
. Impairment and disposal for certain acquired

long term customer relationship intangible
assets . . . . . . . . . . . . . . . . . . . . . . . . . . 19.26–.27

. Indemnification assets . . . . . . . . . . 12.01, 12.48

. Intangible assets . . . . . . . . . . . . . . . . . .12.06–.07

. Loans and debt securities acquired with
deteriorated credit quality . . . . . . . . . . . . 19.21

. Mutual entities . . . . . . . . . . . . . . . . . . . . 19.22–.25

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.01

. Purchased loans . . . . . . . . . . . . . . . . . . 19.18–.20

. Regulatory matters . . . . . . . . . . . . . . . 19.02–.07

. Structures for . . . . . . . . . . . . . . . . . . . . . . . . . 19.01

. Substantive tests . . . . . . . . . . . . . . . . . . . . . .19.33

BUSINESS LOANS. See commercial,
industrial, and agricultural loans

BUSINESS PLANS . . . . . . . . . . . . . . . . . . . . . . . 5.35

BUSINESS RISK . . . . . . . . . . . . . . .14.15, 17.108

BYLAWS . . . . . . . . . . . . . . . . . . . . 2.11, 2.21, 5.35

C

CALL OPTIONS . . . . . . . . . . . . . . . . .17.16, 17.19

CALL REPORTS
. Analytical procedures . . . . . . . . . . . . . . . . . . . 5.29
. Business combinations . . . . . . . . . . . . . . . . 19.04
. Capital adequacy . . . . . . . . . . . . . . . . . 1.72, 1.79
. Copies to auditor . . . . . . . . . . . . . . . . 5.249–.250
. Credit unions . . . . . . . . . . . . . . . . . . . . . 2.45, 2.57
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.39
. Requirements . . . . . . . . . . . . . . . . . . . 5.243, 8.75
. Understanding client’s business . . . . . . . . . 5.35

CAMEL RATING SYSTEM . . . . . . . . .1.04, 1.27,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.51, 5.228

CAPITAL LEASE OBLIGATIONS. See also
other assets, other liabilities, and other
investments . . . 12.02, 12.20–.21, 12.24

CAPITAL RATIOS . . . . . . . . . . . 1.71, 1.79, 5.30

CAPITAL REQUIREMENT . . . . . . . . . . . .1.70–.91
. Adequacy guidelines . . . . . . . . . . . . . . . .1.70–.80
. Audit considerations . . . . . . . . . . . . . 17.89–.115
. Banks and savings institutions . . . . 17.28–.37,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.41–.46
. Basel III definitions . . . . . . . . . . . . . . . . . . . . .12.12
. Corporate credit unions . . . . . . 2.45–.54, 7.81,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.72–.79

AAG-DEP BAN ©2016, AICPA

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Subject Index 791

CAPITAL REQUIREMENT—continued
. Credit unions . . . . . . . . . . . 2.39–.42, 17.56–.64
. Equity regarding . . . . . . 17.03–.10, 17.47–.54,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.65–.71
. Financial statement presentation and

disclosure . . . . 1.79, 17.28–.46, 17.56–.64,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.72–.79

. Foreign institution branches . . . . . . . 17.85–.86

. Holding companies . . . . .1.34–.35, 17.11–.27,
. . . . . . . . . . . . 17.38–.40, 17.46, 17.89–.105

. Income tax treatment . . . . . . . . . . . . . 16.14–.16

. Market Risk Rule . . . . . . . . . . . . . . . . . . . 1.76–.78

. Minimal net worth . . . . . . . . . . . . . . . . . 17.80–.81

. Minority interest in consolidated
subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . 17.10

. Mortgage companies and banking
activities . . . . . . . . . . . . . . . . . . . . . . . . 17.80–.84

. Natural person credit unions . . . . . . . 2.24–.38,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.56–.64

. New federal interagency rules . . .17.21, 17.27

. Noncompliance . . . . 1.71, 1.91, 17.28, 17.56,
. . . . . . . . . . . . . . . . . . 17.72, 17.81–.82, 17.89

. Overview . . . . . . . . . . . . . . . . . . . 1.70–.71, 17.01

. PCA. See prompt corrective action

. Tier 1 capital. See Tier 1 capital

. Tier 2 capital . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.77

. Trust banks . . . . . . . . . . . . . . . . . . . . . . 17.87–.88

. Trust preferred securities . . . . . . . . . . . . . 17.11,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.17–.21

CAPITAL RESTORATION PLANS . . . . . . . . .2.53

CAPTIVE FINANCE ACTIVITY . . . . . .3.02, 8.96

CARRYING AMOUNT, FORECLOSED
RESIDENTIAL REAL ESTATE
PROPERTY . . . . . . . . . . . . . . . . . . . . . . . . 11.23

CASH, DEFINED . . . . . . . . . . . . . . . . . . . . . . . . . 6.09

CASH AND CASH EQUIVALENTS . . . .6.01–.42
. Accounting standards . . . . . . . . . . . . . . 6.09–.29
. Acquisition and sales of certain securities and

loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.23–.24
. Audit considerations . . . . . . . . . . . . . . . .6.34–.42
. Cash items in the process of collection . . .6.02
. Cash on hand . . . . . . . . . . . . . . . . . . . . . . . . . . 6.08
. Classification of cash flows . . . . . . . . . 6.12–.22
. Definitions . . . . . . . . . . . . . . . . . . . 6.01, 6.09–.11
. Deposits with other financial

institutions . . . . . . . . . . . . . . . . . . . . . . . 6.03–.05
. Federal funds. See federal funds
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . . .6.30–.33
. Financing activities . . . . . . . . . . . . . . . . . . . . . .6.20
. Gross and net cash flows . . . . . . . . . . . 6.25–.28
. Hedging activities . . . . . . . . . . . . . . . 6.29, 17.09
. Internal control . . . . . . . . . . . . . . . . . . . . .6.36–.40
. Investing activities . . . . . . . . . . . . . . . . . . . . . . 6.20
. Repos. See repurchase agreements (repos)
. Reserves with Federal Reserve Bank or Federal

Home Loan Banks . . . . . . . . . . . . . . .6.06, 6.35
. Substantive tests . . . . . . . . . . . . . . . . . . .6.41–.42

CASH COLLATERAL . . . . . . . . . . . . . . . . . . . .10.73

CASH FLOW HEDGE ACCOUNTING
APPROACH . . . . . . . . . . . . . . . . . . . . . . . . 18.81

CASH FLOW HEDGES . . . . . . . . . . . .6.29, 17.09

CASH FLOW STATEMENTS
. Acquisition and sales of certain securities and

loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.23
. Cash receipts and payments related to

hedging . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.29
. Classification of cash flows . . . . . . . . . 6.12–.22
. Derivatives . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.89
. Gross and net cash flows . . . . . . . . . . . 6.25–.26
. Transfers and servicing . . . . . . . . . . . . . . . . 10.81

CASH FLOWS . . . . . . . . . . .6.12–.22, 20.31–.33

CASH ITEMS IN THE PROCESS OF
COLLECTION (CIPC) . . . . . . . . . . . . . . . . 6.02

CASH ON HAND . . . . . . . . . . . . . . . . . . . . . . . . . 6.08

CASH RESERVES. See reserves

CCPA. See Consumer Credit Protection Act

CD. See certificates of deposit

CDARS. See Certificate of Deposit Account
Registry System

CDO. See collateralized debt obligations

CENTRAL LIQUIDITY FACILITY (CLF) . . . . 2.23

CERTIFICATE OF DEPOSIT ACCOUNT
REGISTRY SYSTEM (CDARS) . . . . . . 13.13

CERTIFICATES OF DEPOSIT (CD)
. Characteristics . . . . . . . . . . . . . . . . . . . . . . . .13.07
. Defined as other assets or other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.01
. Defined as security . . . . . . . . . . . . . . . . . . . . . 7.61
. Institutional investments in . . . . . . . . . . . . . . 6.04
. Negotiable compared to

nonnegotiable . . . . . . . . . . . . . . . . . . . . . . . 13.07
. Retirement accounts . . . . . . . . . . . . . . . . . . 13.08
. As time deposit . . . . . . . . . . . . . . . . . . . 13.06–.08

CERTIFICATES OF INDEBTEDNESS . . . . 15.08

CFPB. See Consumer Financial Protection
Bureau

CFR. See Code of Federal Regulations

CFTC. See Commodity Futures Trading
Commission

CHANGES IN ACCOUNTING POLICY, CREDIT
LOSS ALLOWANCE AFFECTED
BY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.59

CHARGE-OFFS AND RECOVERIES,
LOANS . . . . . . . . . . . . . . . . 9.53, 9.59, 9.108

CHARGING OFF UNCOLLECTABLE
RECEIVABLES . . . . . . . . . . . . . . . . . . . . . 8.156

CHARTERS, CREDIT UNIONS. See also
state-chartered credit
unions . . . . . . . . . . . . . . . . . . . .2.11–.17, 5.35

CHECK CLEARING FOR THE 21ST CENTURY
ACT OF 2003 (CHECK 21) . . . 13.30–.32,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.65
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792 Depository and Lending Institutions

CHECK CLEARING PROCESS . . . . . 13.22–.26

CHECKING ACCOUNTS AS DEMAND
DEPOSITS . . . . . . . . . . . . . . . . . . . . . . . . . 13.04

CHECKS (CHECKING
ACCOUNTS) . . . . . . . . . . . . . . . . . . .13.18–.32

CHIEF ACCOUNTING OFFICERS . . . . . . . . . 1.97

CHIEF EXECUTIVE OFFICERS (CEO). See also
management . . . . . . . . . . . . . . . .1.97, 5.183

CHIEF FINANCIAL OFFICERS (CFO). See also
management . . . . . . . . . . . . . . . .1.97, 5.183

CHIPS. See Clearing House Interbank
Payments System

C&I LOANS. See commercial, industrial, and
agricultural loans

CIPC. See cash items in the process of
collection

CIVIL MONEY PENALTIES . . . . . . . . . . . . . .5.232

CLASSIFIED LOANS TO TOTAL LOANS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

CLEARED SWAPS . . . . . . . . . . . . . . . . . . . . . . . 1.39

CLEARING HOUSE INTERBANK PAYMENTS
SYSTEM (CHIPS) . . . . . . . . . . . . . . . . . . 13.28

CLEARING PROCESS, CHECK . . . . .13.22–.26

CLEARINGHOUSE FOR SWAP
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . .18.25

CLF. See Central Liquidity Facility

CLIENT REPRESENTATIONS, CREDIT LOSS
ESTIMATION . . . . . . . . . . . . . . . . . . . . . . . . 9.15

CLIENT’S BUSINESS,
UNDERSTANDING . . . . . . . . . . . . . . 5.34–.39

CLO. See collateralized loan obligations

CLOSED ACCOUNTS . . . . . . . . . . . . . . . . . . .13.15

CLOSELY HELD BUSINESS MANAGEMENT
RESPONSIBILITIES . . . . . . . . . . . . . . . . 21.09

CMBS. See commercial-mortgage backed
securities

CMO. See collateralized mortgage
obligations

CODE OF FEDERAL REGULATIONS (CFR)
. Capital adequacy . . . . . . . . . . . . . . . . . . . . . . . 1.72
. Credit union capital requirements . . . . . . . 2.24,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.45, 2.51
. Final rules codified in . . . . . . . . . . . . . . . . . . 5.221
. NCUSIF deposits . . . . . . . . . . . . . . . . . .12.60–.66
. Regulation O loans . . . . . . . . . . . . . . . . . 5.38–.39
. Safe harbor protection for securitizations and

participations . . . . . . . . . . . . . . . . . . . . . . . .10.13

COLLATERAL
. Accounting standards . . . . . . . . . . . . . 10.70–.73
. Asset-backed securities . . . . . . . . . . . . . . . . . 7.16
. Assets serving as . . . . . . . . . . . . . . . . . . . . . 8.167
. Audit considerations . . . . . . . . . . . . . 9.102–.104
. Balance sheet classification . . . . . . . . . . . . 14.46

COLLATERAL—continued
. Cash collateral . . . . . . . . . . . . . . . . . . . . . . . . 10.73
. Collateral maintenance agreements . . . . 18.08
. Commercial loans . . . . . . . . . . . . . . . . . . . . . . 3.06
. Credit loss estimation issues . . . . . . . . . . . . 9.15
. Credit supervision . . . . . . . . . . . . . . . . . . . . . . 8.11
. Discontinued foreclosures . . . . . . . . . . . . . 11.07
. Financial statement disclosure . . . 8.167–.169,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.87
. Loan review process . . . . . . . . . . . . . . . . . . . .8.15
. Mortgage-backed securities . . . . . . 7.17, 7.30,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.32
. Noncash collateral . . . . . . . . . . . . . . . . . . . . 10.73
. Pledges . . . . . . . . . . . . . . . . . . . . . . . 10.70, 10.88
. Property and liability insurance . . . . . . . . . 22.07
. Revolving loans . . . . . . . . . . . . . . . . . . . . . . . . .8.27
. Risk . . . . . . . . . 8.07, 14.23–.25, 14.44, 14.66
. Secured parties . . . . . . . . . . . . . . . . . . .10.70–.73
. Short-term collateralized financing . . . . . .10.88
. Structured credit products . . . . . . . . . . . . . . 7.59
. Uniform Commercial Code financing

statements . . . . . . . . . . . . . . . . . . . . . . . 8.86–.87

COLLATERAL-DEPENDENT LOANS . . . . . 9.47,
. . . . . . . . . . . . . . . . . . . . . . . . 9.89, 9.102–.104

COLLATERAL MAINTENANCE
AGREEMENTS . . . . . . . . . . . . . . . . . . . . . 18.08

COLLATERAL MYOPIA, MANAGEMENT LOAN
EVALUATION . . . . . . . . . . . . . . . . . . . . . . . . 9.15

COLLATERAL RISK . . . . . . . . . 8.07, 14.23–.25,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.44, 14.66

COLLATERALIZED BORROWING,
REPURCHASE
AGREEMENTS . . . . . . . . . . . . . . . . 14.04–.05

COLLATERALIZED DEBT OBLIGATIONS
(CDO) . . . . . . . . . . . . 7.51, 7.55–.59, 7.130

COLLATERALIZED FEDERAL FUND
TRANSACTIONS . . . . . . . . . . . . . . . . . . . 14.03

COLLATERALIZED LOAN OBLIGATIONS
(CLO) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.78

COLLATERALIZED MORTGAGE OBLIGATIONS
(CMO) . . . . . . . . . .4.02, 7.31, 7.51, 15.06,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.26–.28

COLLECTION . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.12

COLLECTION RISK, LOANS . . . . . . . . .9.07–.09

COLLECTIVE TRUST FUNDS . . . . . . . . . . . 21.12

COMBINATIONS. See business combinations

COMMERCIAL, INDUSTRIAL, AND
AGRICULTURAL LOANS. See also
loans . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.19–.30

. Collateral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.06

. Credit files . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.193

. Credit loss estimation. See credit losses

. Factoring . . . . . . . . . . . . . . . . . . . . 8.21–.25, 8.93

. Floor plan loans . . . . . . . . . . . . . . . . . . . . . . . . 8.30

. Lease financing . . . . . . . . . . . . . . . . . . . . 8.44–.48

. Lending arrangements . . . . . . . . . . . . . .8.19–.20
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Subject Index 793

COMMERCIAL, INDUSTRIAL, AND
AGRICULTURAL LOANS—continued

. Receivables portfolio purchase
agreements . . . . . . . . . . . . . . . . . . . . . . 8.28–.29

. Review . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.97

. Revolving loans . . . . . . . . . . . . . . . . . . . . 8.26–.27

COMMERCIAL FINANCING . . . 3.01, 3.05–.07

COMMERCIAL LETTERS OF CREDIT . . . . .8.50

COMMERCIAL-MORTGAGE BACKED
SECURITIES (CMBS) . . . . . . . . . . . . . . . 1.118

COMMERCIAL PAPER . . . . . . . . . . . . 3.09, 7.61,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.12–.13

COMMERCIAL REAL ESTATE (CRE)
LOANS . . . . . . . . . . . . . . 8.51–.53, 8.57–.67

COMMISSIONS, INSURANCE . . . . . . . . . . 22.10,
. . . . . . . . . . . . . . . . 22.42, 22.46, 22.56–.59

COMMITMENTS. See loan commitments

COMMITTED LOANS . . . . . . . . . . . . . . . . . . . 10.25

COMMODITIES FUTURES
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . .18.21

COMMODITY FUTURES TRADING
COMMISSION (CFTC) . . . . . . . . . . . . . . . 1.39

COMMODITY SWAPS . . . . . . . . . . . . . . . . . . 18.36

COMMON BOND AFFILIATION . . . . . . 2.03–.04

COMMON EQUITY . . . . . . . . . . . . . .17.03, 17.10

COMMON RISK CHARACTERISTICS . . . 8.111

COMMON STOCK . . . . . . . . . . . . . . . . . . . . . . 17.03

COMMON-TRUST FUNDS . . . . . . . .7.61, 21.12

COMMUNICATION
. With auditors . . . . . . . . . . . . . . . . . . . . . . . . . .1.104
. Discontinued foreclosures . . . . . . . . . . . . . 11.07
. Examiners . . . . . . . . . . . . . . . . . . . . . . 5.248–.257
. Internal control matters . . . . . . . . . . . 23.25–.27
. Internal loan review and audit staff . . . . . . . 9.67
. Management . . . . . . . . . . . . . . . . . . . . . . . . . . 5.149
. Regulatory and enforcement

authorities . . . . . . . . . . . . . . . . . . . . . . . . . . .5.150
. With those charged with governance . . . . 1.98,

. . . . . . . 5.70–.75, 5.149, 9.111, 23.25–.27

COMMUNITY BANKS . . . . . . . . . . . . 1.47, 23.37

COMMUNITY CREDIT UNIONS . . . . . . . . . . 2.03

COMMUNITY REINVESTMENT ACT . . . . . 1.19,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.39

COMPENSATION
. Accrued . . . . . . . . . . . . . . . . . . . . . . . 12.02, 16.25
. Deferred . . . . . . . . . . . . . . . . . . . . . . .16.25, 20.62
. Executive compensation, credit unions . . . 2.52
. Insurance activities . . . . . . . . . . . . . . . .22.23–.26

COMPLEX CREDIT UNIONS . . . . . . . . .2.28–.38
. Adequately capitalized credit union

classification . . . . . . . . . . . . . . . . . . . . . . . . . .2.33
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.29–.32
. Net worth ratio . . . . . . . . . . . . . . . . . . . . .2.32–.33

COMPLEX CREDIT UNIONS—continued
. Undercapitalized credit union

classification . . . . . . . . . . . . . . 2.33, 2.36, 2.38
. Well capitalized credit union

classification . . . . . . . . . . . . . . . . . . . .2.33, 2.36

COMPLIANCE REPORTS . . . . . . .1.118, 15.74,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.36–.37

COMPLIANCE WITH LAWS AND
REGULATIONS . . . . . . . . . . . . . . .5.152–.162

COMPREHENSIVE INCOME
. Accounting and reporting update . . . . . . . 7.103
. Accounting standards . . . . . . . . . . . . . . . . . 17.71
. Classification . . . . . . . . . . . . . . . . . . . . . . . . . .7.104
. Other comprehensive income . . . . . . 17.08–.09
. Other-than-temporary impairment recognized

as . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.101–.102
. Security investments . . . . . . . . . . . . 7.89, 7.104

COMPUTER ASSISTED AUDIT
TECHNIQUES . . . . . . . . . . . . . . . . . . . . . . 8.222

COMPUTER SYSTEMS AND
SOFTWARE . . . . . . . . . . . . . . . . . .4.20, 12.23

CONCENTRATION RISK . . . . . . . . . 5.204–.209,
. . . . . . . . . 7.136, 8.07, 8.79, 8.172–.174,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.10

CONCENTRATIONS-OF-CREDIT-RISK
DISCLOSURES . . . . . . . . . . . . . 7.136, 14.45

CONCLUSIONS, CREDIT LOSS ALLOWANCE
DOCUMENTATION . . . . . . . . . . .9.06, 9.110

CONDITIONAL ASSET RETIREMENT
OBLIGATIONS . . . . . . . . . . . . . . . . . . . . . 12.56

CONDUIT DEBT SECURITIES . . . . . . . . . . . . 7.10

CONFERENCE OF STATE BANK
SUPERVISORS . . . . . . . . . . . . . . . . . . . . . . 1.09

CONFIDENTIALITY, OF REGULATORY
REPORTS . . . . . . . . . . . . . . . . . . . . . . . . . . 5.256

CONFIRMATIONS
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.66–.67
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.59–.63
. Loan documents . . . . . . . . . . . . . . . . .8.208–.211
. Substantive tests . . . . . . . . . . . . . . . . . 14.61–.62

CONSOLIDATED REPORTS OF CONDITION
AND INCOME. See Call Reports

CONSOLIDATED SUBSIDIARIES, MINORITY
INTEREST IN . . . . . . . . . . . . . . . . . . . . . . .17.10

CONSOLIDATION
. Insurance . . . . . . . . . . . . . . . . . . . . . . . . .22.60–.64
. Other investments . . . . . . . . . . . . . . . . . . . . . 12.72
. Premises and equipment . . . . . . . . . . 12.20–.21
. Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.115
. Transfers and servicing . . . . . . . . . . 10.97–.113
. Trust preferred securities . . . . . . .17.12, 17.15

CONSTRUCTION ARRANGEMENTS. See
acquisition, development, and
construction (ADC) arrangements
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794 Depository and Lending Institutions

CONSTRUCTION LOANS . . . . . . . . . 8.17, 8.52,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.216

CONSUMER CREDIT PROTECTION
ACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.84

CONSUMER FINANCIAL PROTECTION
BUREAU (CFPB) . . . . . . . . . 1.36–.38, 2.02,
. . . . . . . . . . . . . . . . . . 2.20, 3.14, 4.27, 8.84

CONSUMER INFORMATION, SUBPRIME
MORTGAGES . . . . . . . . . . . . . . . . . . . . . . . .4.25

CONSUMER LOANS . . . . . . . . . . . . . . . . .8.31–.39
. Credit cards . . . . . . . . . . . . 8.36–.38, 8.76–.77,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.197–.198
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.31
. Finance companies . . . . . . . . . . . . . . . . .3.01–.04
. Installment loans . . . . . . . . . 8.32, 8.100, 8.194
. Laws governing . . . . . . . . . . . . . . . . . . . . . . . . 8.84
. Overdraft protection . . . . . . . . . . . . . . . . . . . . 8.39
. Retail sales contracts . . . . . . . . . . . . . . 8.33–.35

CONTACT INFORMATION . . . . . . . . Appendix C

CONTINGENT ASSETS AND
LIABILITIES . . . . . . . . . . . . . . . . . . . . . . . . 21.24

CONTINGENT LIABILITIES AND RELATED
DISCLOSURES . . . . . . . . . . . . . . . . . . . . .5.240

CONTINUATION STATEMENTS . . . . . . . . . . 8.87

CONTINUING GENERAL LIEN
ARRANGEMENTS . . . . . . . . . . . . . . . . . . . 8.87

CONTINUING INVOLVEMENT . . . . . .10.31–.32

CONTRACTUALLY SPECIFIED SERVICING
FEES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .10.89

CONTRIBUTED ASSETS . . . . . . . . . . . 12.73–.76

CONTROL ACTIVITIES. See also internal
control over financial reporting . . . . 5.61

CONTROL ENVIRONMENT. See also internal
control over financial reporting . . . .5.61,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.70

CONTROL RISK . . . . . . . . . . . . . . . . . .5.09, 18.13

CONVENTIONAL LOANS . . . . . . . . . . . . . . . . .8.42

CONVERGENCE . . . . . . . . . . . . . . . . . . . . . . . .18.63

CONVERSION FACTOR MATRIX
METHOD . . . . . . . . . . . . . . . . . . . . . .1.44, 1.47

CONVERTIBLE INSTRUMENTS . . . . . . . . 15.43,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.51

CORE CAPITAL . . . . . . . . . . . . . . . . . . . . . . . . . . 2.45

CORPORATE BONDS . . . . . . . . . . . . . . . . . . . . 7.61

CORPORATE CREDIT UNIONS. See also
credit unions

. Capital requirement . . . . . . . . . . 2.45–.54, 7.81,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.72–.79

. Capital requirement for . . . . . . . . . . . . . . . . . 7.81

. Cash and cash equivalents . . . . . . . . . . . . . . 6.35

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.17

. Equity and disclosure regarding capital
matters . . . . . . . . . . . . 17.65–.79, 17.89–.105

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.05

CORPORATE GOVERNANCE. See also those
charged with governance . . . . . . . . . . 1.98,
. . . . . . . . . . . . . . . . . . . . . . . . . 1.107, 5.70–.75

CORPORATE TRUSTS . . . . . . . . . . . . . . . . . . 21.10

CORRELATION . . . . . . . . . . . . . . . . . . . . . . . . . 18.60

CORRELATION FACTOR . . . . . . . . . . . . . . . 18.64

CORRESPONDENT CONCENTRATION
RISKS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.79

CORRESPONDENTS . . . . . . . . . . . . . . . . . . . . .6.03

COST APPROACH VALUATION . . . . . . . . . 20.28

COST BASIS
. Amortized, other-than-temporary

impairment . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.98
. Of debt security received in

restructuring . . . . . . . . . . . . . . . . . . . . . . . . 7.117
. Held to maturity security . . . . . . . . . . . . . . . . 7.90

COST DETERMINATION FOR INSURANCE
ACTIVITIES . . . . . . . . . . . . . . . . . . . . . . . . 22.39

COST OF LOAN . . . . . . . . . . . . . . . . . . . . . . . . 8.224

COUNTERPARTIES, LOAN PARTICIPATION
AND SYNDICATION . . . . . . . . . . . . . . . .10.07

COUNTERPARTY RISK . . . . . 7.22, 18.07–.08,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.21–.27

COURT TRUSTS . . . . . . . . . . . . . . . . . . . . . . . .21.08

COVERED FUNDS, OWNERSHIP IN . . . . . . 7.78

CRE. See commercial real estate (CRE) loans

CREDIT ACCIDENT AND HEALTH
INSURANCE . . . . . . . . . . . . . . . .22.02, 22.06

CREDIT CARDS . . . . . . . . . 8.36–.38, 8.76–.77,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.197–.198

CREDIT COMMITTEES, CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.10

CREDIT DEFAULT SWAPS . . . . . . . . . . .1.39–.41

CREDIT DERIVATIVES . . . . . . . . . . . . . . . . . . 18.52

CREDIT ENHANCEMENT . . . . 7.21–.22, 20.19

CREDIT EXPOSURE . . . . . . . . . . . . . . . . . 1.42–.46

CREDIT EXPOSURE MEASUREMENT . . . . 1.46

CREDIT FILES . . . . . . . . . . . . . . . . . . . . . . . . . . 8.193

CREDIT INITIATION . . . . . . . . . . . . . . . . . . . . . .8.10

CREDIT INVESTIGATIONS . . . . . . . .8.10, 8.192

CREDIT LIFE INSURANCE . . . . . . . . . 22.02–.05

CREDIT LOSSES . . . . . . . . . . . . . . . . . . .9.01–.112
. Accounting standards . . . . 9.39–.52, 9.64–.75
. Allowance for . . . . . . . . . . . . . . 8.155, 9.06–.07,

. . . . . . . . . . . . . . . . . . . . 9.42–.48, 9.59, 9.110
. Audit considerations . . . . . . . . 9.32, 9.63–.112
. Credit unions . . . . . . . . . . . . . . . . . . . . . . 9.34–.38
. Estimation of overall credit

losses . . . . . . . . . . . . . . . . . . . . . 9.19–.22, 9.59,
. . . . . . . . . . . . . . . . . . . 9.70, Exhibit 9-1 at 9.22

. Financial statement disclosure . . . . . . . . .7.133,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.53–.62
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. Counterparty credit risk . . . . . . . . . . . 18.07–.08
. Derivatives . . . . . . . . . . . . . . . . . . . . 18.76, 18.99
. Fair value measurements . . .20.21–.27, 20.58
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CREDIT UNION MEMBERSHIP ACCESS ACT
OF 1998 (CUMAA)

. Annual audits . . . . . . . . . . . . . . . 2.05, 2.55, 2.62
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. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.01–.36
. Insurance activities . . . . . . . . . . . . . . . .22.01–.70
. Loan transfers and servicing . . . . . 10.01–.127
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.01–.230
. Mortgage companies. See mortgage

companies and banking activities
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.01–.91
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.01–.73
. Securities investments . . . . . . . . . . . . 7.01–.163
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . 21.01–.30

DEPOSITORY INSTITUTION DEREGULATION
AND MONETARY CONTROL ACT
(1980) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.02

DEPOSITS . . . . . . . . . . . . . . . . . . . . . . . . . 13.01–.70
. Accounting standards and financial

reporting . . . . . . . . . . . . . . . . . . . . . . . 13.41–.46
. Audit considerations . . . . . . . . . . . . . . 13.47–.70
. Balance sheet presentation . . . . . . . . . 6.32–.33
. Brokered deposits . . . . . . . . 5.242, 13.11–.13,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.33–.38
. Classification . . . . . . . . . . . . . . 13.03, 13.39–.40
. Closed accounts . . . . . . . . . . . . . . . . . . . . . . 13.15
. Credit unions . . . . . . . . . . . . . . 13.39–.40, 13.43
. Demand deposits . . . . . . . . . . . . . . . . . . . . . 13.04
. Dormant accounts . . . . . . . . . . . . . . . . . . . . .13.14
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . 13.43–.46
. As funding source . . . . . . . . . . . . . . . . . . . . . . 3.09

DEPOSITS—continued
. Internal control over financial

reporting . . . . . . . . . . . . . . . . . . . . . . . 13.50–.55
. Liquidity risk . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.51
. Loans to deposits ratio . . . . . . . . . . . . . . . . . 5.30
. With other financial institutions . . . . . . 6.03–.05
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 13.01–.03
. Payments function . . . . . . . . 13.17–.32, 13.53,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.55, 13.65
. Product types . . . . . . . . . . . . . 13.04–.13, 13.16
. Regulatory matters . . . . . . . . . . . . . . . 13.33–.40
. Savings deposits . . . . . . . . . . . . . . . . . . . . . . 13.05
. Substantive tests . . . . . . . . . . . . . . . . . 13.56–.70
. Time deposits . . . . . . . . . . . . . . . . . . . . 13.06–.10

DEPRECIATION . . . . . . . . . . . . . . . . . . . . . . . . 16.25

DERECOGNITION, TRANSFER . . . . . . . . .10.32,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.37

DEREGULATION . . . . . . . . . . . . . . . . . . . . . . . . . 1.12

DERIVATIVE INSTRUMENTS . . . . . .18.01–.101
. Accounting standards . . . . . . . . . . . . . 18.79–.94
. Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.04
. Audit considerations . . . . . . . . . . 7.156, 18.101
. Auditing considerations . . . . . . . . . . . . . . .18.101
. Banks’ risk management of . . . . . . . . . . . . 18.71
. Community banks, information for . . . . . . . 1.47
. Credit derivatives . . . . . . . . . . . . . . . . . . . . . .18.52
. Credit exposure measurement . . . . .1.44, 1.46
. Defined . . . . . . . . . . . . . . . . . . 7.04, 18.02, 18.14
. Designation . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.79
. Disclosures . . . . . . . . . . . . . . . . . . . . . 18.95–.100
. Embedded derivatives . . . . . . . . . . . . . . . . . 18.51
. Exchange-traded compared to

over-the-counter . . . . . . . . . . . . . . . . . . . . . 18.17
. Fair value . . . . . . . . . . . . 18.80–.84, 18.88–.89,

. . . . . . . . . . . . . . . . . . . . . 18.96, 18.100, 20.07
. Features . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.15
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . 10.84, 18.95–.100
. Forward-based derivatives. See also

swaps . . . . . . . . . . . . . . . . . . . 18.16, 18.19–.24
. Gains and losses on cash flow

hedges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .17.09
. Guarantees . . . . . . . . . . . . . . . . . . . . . . . 18.85–.86
. Hedging. See hedging
. Interest rate risk (IRR) . . . . . . . . . . . . . . . . . . . 5.48
. Intracompany transactions . . . . . . . . . . . . . 18.72
. Lending limits . . . . . . . . . . . . . . . . . . . . . . 1.44–.45
. Loan commitments as . . . . 8.104, 8.145–.150
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4.17
. Offsetting . . . . . . . . . . . . . . . . . 14.40, 18.87–.89
. Option-based . . . . . . . . . . . . . . 18.16, 18.40–.52
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 18.01–.04
. Private company election to use standards

issued by the private company
council . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.81

. Regulatory matters . . . . . 1.39–.41, 18.71–.78

. Risk . . . . . . . . . . . . . . . . . 18.05–.13, 18.53–.62,
. . . . . . . . . . . . . . . . . . . . . . . . 18.90, 18.98–.100

. Risk management . . . . . . . . . 18.55–.56, 18.71
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DERIVATIVE INSTRUMENTS—continued
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.56
. Types of . . . . . . . . . . . . . . . . . . . . . . . . . 18.14–.52
. Uses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.53–.64
. Variations . . . . . . . . . . . . . . . . . . . . . . . . 18.65–.69
. Warrants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.51
. Written loan commitments as . . . . . . . . . . 18.92

DETECTION RISK . . . . . . . . . . . . . . . . . . . . . . . .5.09

DETERIORATED CREDIT QUALITY, LOANS
ACQUIRED WITH . . . . 7.125, 8.110–.122,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.56, 19.21

DEVELOPMENT ARRANGEMENTS. See
acquisition, development, and
construction (ADC) arrangements

DEVELOPMENT COSTS . . . . . . . . . . . 11.46–.49

DIF. See Deposit Insurance Fund

DIRECT CONSUMER LOANS . . . . . . . . . . . . .3.03

DIRECT DEPOSIT . . . . . . . . . . . . . . .13.04, 13.27

DIRECT FINANCING LEASES . . . . . . . . . . . . 8.46

DIRECT INVESTMENTS IN REAL ESTATE. See
also real estate investments, real estate
owned, and other foreclosed
assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.06

DIRECT LOAN ORIGINATION
COSTS . . . . . . . . . . . . . . . . . . . . . . .8.101–.102

DIRECT METHOD OF REPORTING CASH
FLOWS . . . . . . . . . . . . . . . . . 6.15, 6.17, 6.24

DIRECT-RESPONSE
ADVERTISING . . . . . . . . . . . . . . . . . 22.27–.32

DIRECT WRITING COMPANIES . . . . . . . . . 22.08

DISCLAIMERS OF OPINION . . . . 23.09, 23.21

DISCLOSURES
. Banks and savings institutions . . . . 17.28–.37,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.41–.46
. Business combinations . . . . . . . . . . . . . . . . 19.31
. Capital matters. See equity and disclosure

regarding capital matters
. Capital requirement . . . . . . . . 1.79, 17.28–.46,

. . . . . . . . . . . . . . . . . . . . . 17.56–.64, 17.72–.79
. Cash and cash equivalents . . . . 6.14, 6.30–.33
. Charging off uncollectable

receivables . . . . . . . . . . . . . . . . . . . . . . . . . .8.156
. Concentration-of-credit risk . . . . . 7.136, 14.45
. Concentration risk . . . . . . . . . . . . . . 5.204–.209,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.172–.174
. Corporate credit unions . . . . . . . . . . . 17.72–.79
. Debt (institution’s borrowings) . . . . . 15.34–.39
. Deferred tax liabilities . . . . . . . . . . . . . . . . . 16.29
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.43–.46
. Derivative instruments . . . . . . . . . . . 18.95–.100
. Fair value measurements . . .18.96, 20.49–.60
. Financial instruments . . . . . . . . . . . . . 20.57–.60,
. Financial statements. See financial statements
. Foreclosed assets . . . . . . . . . . . . . . . . . . . . .11.17

DISCLOSURES—continued
. Foreign institution branches, regulatory capital

disclosures for . . . . . . . . . . . . . . . . . . 17.85–.86
. Guarantees . . . . . . . . . . . . . . . . . . . . . 8.178–.182
. Held for sale . . . . . . . . . . . . . . 11.20, 11.31–.33
. Holding companies . . . . . . . . . . . . . . . .17.38–.41
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.27–.30
. Loan transfers and servicing . . . . . . . . . . 10.80,

. . . . . . . . . . . . . . . . . . 10.86–.96, 10.107–.113
. Loans . . . . . . . . . 7.133, 8.153–.181, 9.53–.62
. Management’s evaluation of substantial

doubt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.174
. Mortgage banking disclosure regarding capital

matters . . . . . . . . . . . . . . . . . . . . . . . . . 17.80–.84
. Noncash investments and financing

activities . . . . . . . . . . . . . . . . . . . . . . . . . 6.21–.22
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.49–.50
. Other-than-temporary

impairment . . . . . . . . . . . . . . . . . . . . 7.126–.133
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . . . . . 11.17,
. . . . . . 11.23, 11.30–.33, 11.39–.40, 11.43

. Regulatory report information,
restrictions . . . . . . . . . . . . . . . . . . . . . . . . . . 5.256

. Repurchase agreements . . . . . . . . . . 14.40–.47

. Sales or transfers of securities . . . 7.134–.135

. Securities . . . . . . . . . . . . . . . . . . . . . . . 7.126–.137

. Short-term debt . . . . . . . . . . . . . . . . . . .15.34–.39

. Significant estimates . . . . . . . . . . . . .5.194–.201

. Significant risks and
uncertainties . . . . . . . . . . . . . . . . . . .5.193–.203

. Troubled debt restructurings . . . . . 8.166–.167

. Trust banks, regulatory capital disclosures
for . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.87–.88

. Variable interest entities . . . . . . . . . . . . . . .7.115,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.107–.113

DISCOUNT RATES IN PRESENT VALUE
TECHNIQUES . . . . . . . . . . . . . . . . . 20.31–.33

DISCOUNTS . . . . . . 7.107–.113, 8.224, 15.17

DISINTERMEDIATION . . . . . . . . . . . . . . . 1.04–.05

DISPOSAL ACTIVITIES. See exit or disposal
activities

DIVIDEND INCOME . . . . . . . . . . . . . . . . . . . . .7.108

DIVIDENDS . . . . . . . . 2.12, 2.52, 13.01, 13.43

DOCUMENTATION AND RECORD KEEPING
. Audits. See audit documentation
. Communication with those charged with

governance . . . . . . . . . . . . . . . . . . . . . . . . . . .5.74
. Confirmation of loan

documents . . . . . . . . . . . . . . . . . . . . 8.208–.211
. Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.10
. Credit files . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.193
. Credit loss allowance documentation . . . . 9.06,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.110
. Exemption guidelines . . . . . . . . . . . . . . . . . . . 9.33
. Going concerns . . . . . . . . . . . . . . . . . . . . . . . 5.179
. Inspection of borrowing documentation, federal

funds and repurchase agreements . . . . 14.60
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DOCUMENTATION AND RECORD
KEEPING—continued

. Inspection of loans documents . . . 8.212–.215

. Loan files . . . . . . . . . . . . . . . . . 8.15, 8.191–.196

. Loan subsidiary records . . . . . . . . . . . . . . . 8.207

. Long-term debt . . . . . . . . . . . . . . . . . . . . . . . 15.65

. Trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.20

DODD-FRANK WALL STREET REFORM AND
CONSUMER PROTECTION ACT
(2010) . . . . . . . . . . . . . . . . . . . . . . . . . .1.31–.69

. Collateralized loan obligations . . . . . . . . . . . 7.78

. Consumer Financial Protection
Bureau . . . . . . . . . . . . . . . . . . . . . 1.36–.38, 3.14

. Creditworthiness standards . . . . . . . . . . . . . 7.77

. Deposit insurance assessment base . . . . . 1.26

. Derivatives trading . . . . . . . . . . . . . . . . . 1.39–.41

. Enactment . . . . . . . . . . . . . . . . . 1.06, 1.28, 2.02

. Financial Stability Oversight Council . . . . . . 1.33

. Foreign banking organizations with U.S.
non-branch capitalization . . . . . . . . . . . . . 17.27

. Full copy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.32

. Goals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.28

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.113

. Lending limits . . . . . . . . . . . . . . . . . . . . . . 1.42–.47

. Leverage and risk-based capital
requirements . . . . . . . . . . . . . . . . . . . . . 1.34–.35

. Loan appraisals . . . . . . . . . . . . . . . . . . . . . . . . 8.63

. Office of Thrift Supervision
abolishment . . . . . . . . . . . . . . . . . . . . . . 1.55–.59

. Ownership in "covered funds" . . . . . . . . . . . . 7.78

. Proprietary trading . . . . . . . . . . . . . . . .1.41, 1.54

. Regulatory capital deductions . . . . . . . . . . 17.20

. Reserve rate ratio . . . . . . . . . . . . . . . . . . . . . . 1.25

. Resolution plans . . . . . . . . . . . . . . . . . . . 1.60–.65

. Savings associations . . . . . . . . . . . . . . . 7.76–.78

. Securitization . . . . . . . . . . . . . . . . . . . . . . 1.48–.53

. Stress testing . . . . . . . . . . . . . . . . . . . . . .1.66–.69

. Thrift regulations . . . . . . . . . . . . . . . . . . . 1.55–.59

. Volcker Rule . . . . . . . . . . . . . . . 1.41, 1.54, 7.78,
. . . . . . . . . . . . . . . . . . . . . . . 7.86, 18.54, 18.77

DOLLAR-ROLL REPURCHASE
AGREEMENTS . . . . . . . . .14.08–.12, 14.14

DORMANT ACCOUNTS . . . . . . . . . . . . . . . . .13.14

DOUBTFUL, LOANS CLASSIFIED AS . . . . 9.08,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.11

DUAL CURRENCY BONDS . . . . . . . . . . . . . 15.53

"DUE FROM BANKS" . . . . . . . . . . . . . . . . . . . . 6.03

DURATION ANALYSIS . . . . . . . . . . . . . . . . . . . 5.45

E

EARNINGS
. Credit unions . . . . . . . . . .17.50–.52, 17.68–.69
. From dividends or interest . . . . . . . . . . . . . 7.108
. Internal control over financial

reporting . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.100
. Retained . . . . . . . . . . . . . . . 2.45, 17.07, 17.102
. Undivided . . . . . . . . . . . . . 17.50–.52, 17.68–.69

ECOA. See Equal Credit Opportunity Act

ECONOMIC CLIMATE, RISKS RESULTING
FROM . . . . . . . . . . . . . . . . . . . . . . . 5.03, 20.68

ECONOMIC HEDGES . . . . . . . . . . . . . . . . . . . 18.57

EDUCATION DEPARTMENT . . . . . . . . . . . . 1.118

EFFECTIVE CONTROL FOR TRANSFERRED
FINANCIAL ASSETS . . . . . . . . . . . . . . . 10.36

EFT SYSTEMS . . . . . . . .13.04–.05, 13.26–.29,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.53, 13.55

ELECTRONIC AUDIT EVIDENCE . . . . . . . . . 5.66

EMBEDDED DERIVATIVES . . . . . . 17.15, 18.51

EMERGENCY ECONOMIC STABILIZATION
ACT (2008) . . . . . . . . . . . . . . . . . 2.02, 17.25

EMPHASIS-OF-MATTER (EOM)
PARAGRAPHS . . . . . . . . . 23.01, 23.07–.13

EMPLOYEE BENEFIT TRUSTS. See also
related-party transactions . . . . . . . . . 5.36,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.11

EMPLOYEE RETIREMENT INCOME SECURITY
ACT OF 1974 (ERISA) . . . . . 21.11, 21.24

EMPLOYEE STOCK OPTION PLANS . . . .20.62

EMPLOYEE STOCK PURCHASE
PLANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . .20.62

EMPLOYER WITHHOLDING . . . . .13.10, 15.18

ENFORCEABLE AT LAW . . . . . . . . . . . . . . . .18.87

ENFORCEMENT,
REGULATORY . . . . . . . . . . . . . . . 5.229–.236

ENGAGEMENT, UNABLE TO
CONTINUE . . . . . . . . . . . . . . . . . . . . . . . . .5.148

ENGAGEMENT LETTERS . . . 1.100, 5.10–.12,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.256

ENGAGEMENT TEAMS . . . . . . . . . . . . . . . . . . 5.31

ENTIRE FINANCIAL ASSET, SALE OF . . .10.44

ENTITY AND ITS ENVIRONMENT,
UNDERSTANDING THE. See
understanding the entity and its
environment

EOM PARAGRAPH. See emphasis-of-matter
(EOM) paragraphs

EQUAL CREDIT OPPORTUNITY ACT OF 1974
(ECOA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.84

EQUIPMENT. See also premises and
equipment . . . . . . . . . . . . . . . . . 12.85, 16.25

EQUITY
. Common . . . . . . . . . . . . . . . . . . . . . . 17.03, 17.10
. Other components of, corporate credit

union . . . . . . . . . . . . . . . . . . . . . . . . 17.53, 17.70

EQUITY AND DISCLOSURE REGARDING
CAPITAL MATTERS . . . . . . . . . . 17.01–.115

. Audit considerations . . . . . . . . . . . . . 17.89–.115

. Banks and savings institutions . . . . 17.02–.46,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.89–.105
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EQUITY AND DISCLOSURE REGARDING
CAPITAL MATTERS—continued

. Banks/savings institutions . . . . . . . . . 17.41–.46

. Corporate credit unions . . . . . . . . . . .17.65–.79,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.89–.105

. Credit unions . . . . . . . . . 17.47–.64, 17.77–.79,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.89–.105

. Foreign institutions . . . . . . . . . . . . . . . .17.85–.86

. Holding companies . . . 17.11–.27, 17.38–.40,
. . . . . . . . . . . . . . . . . . . . . . . . 17.46, 17.89–.105

. Internal control over financial
reporting . . . . . . . . . 17.98–.99, 17.110–.111

. Mortgage companies and banking
activities . . . . . . . . . .17.80–.84, 17.106–.115

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.01

. Substantive tests . . . . . . . . . . . . . . .17.100–.105

. Trust operations . . . . . . . . . . . . . . . . . . 17.87–.88

. Understanding the entity and its
environment . . . . . . . . . . . . . . . . . . . . . . . . . 17.95

EQUITY MODELS, ECONOMIC VALUE
OF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.46

EQUITY PARTICIPANTS . . . . . . . . . . . . . . . . . .8.47

EQUITY SECURITIES. See also securities
. Common stock . . . . . . . . . . . . . . . . 17.03, 17.10
. Defined as other assets or other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.01
. Federal Home Loan Banks or Federal Reserve

Bank stock . . . . . . . . . . . . . . . . . . . . . .12.27–.34
. Financial statement disclosure . . . . . . . . . 7.130
. Other-than-temporary impairment . . . . . . . . 7.94
. OTTI. See other-than-temporary impairment
. Preferred stock . . . . . . .15.44–.45, 17.04–.05,

. . . . . . . . . . . . . . . . . . . . . . . . . 17.22–.24, 17.25

EQUITY SWAPS . . . . . . . . . . . . . . . . . . . .18.34–.35

ERISA. See Employee Retirement Income
Security Act

ERRORS
. Auditor’s detection . . . . . . . . . . . . . . .5.238–.239
. Loan portfolio . . . . . . . . . . . . . . . . . . . . . . . . . 8.187

ESTIMATES
. Accounting . . . . . . . . . . . . . . 5.193–.203, 7.149,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.157–.159
. Management responsibility for

recorded . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.48
. Profit on insurance activities . . . . . . . 22.44–.50

ESTIMATES OF CREDIT LOSS
. Accounting . . . . . . . . . . . . . . . . . . . . . . . 9.65, 9.82
. Collection risk . . . . . . . . . . . . . . . . . . . . . .9.07–.09
. Commercial loans . . . . . . . . . . . . . . . . . . . . . . 9.08
. Credit loss specialists . . . . . . . . . . . . . . 9.86–.92
. Foreign loans . . . . . . . . . . . . . . . . . . . . . . . . . . .9.88
. Internal control . . . . . . . . . . . . . . . . . . . . . . . . . 9.70
. Loan portfolio allowance . . . . . . . . . . . . . . . . 9.07

EURODOLLAR CERTIFICATES . . . . . . . . . .15.06

EXAMINATIONS . . . . . . . . . . . . . . . . . .5.223–.228
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.223
. On-site . . . . . . . . . . . . . . . . . . . . . . . . . . 5.248–.257
. Process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.227

EXAMINATIONS—continued
. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.223
. Ratings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.228
. Reports . . . . . . . . . . . . . . . . . . . . . . . . . 5.249–.250
. Requirements . . . . . . . . . . . . . . . . . . . . . . . . . 5.224
. Risk assessment . . . . . . . . . . . . . . . . . . . . . . 5.230
. Risk Management Manual of Examination

Policies (FDIC) . . . . . . . . . . . . . . . . . . . . . . . . 7.74
. Scope . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.225
. Specific targets . . . . . . . . . . . . . . . . . . . . . . . 5.226
. Targeted to specific area of

operations . . . . . . . . . . . . . . . . . . . . . . . . . . 5.226

EXAMINERS . . . . . . . . . . . . . .5.223, 5.248–.257

EXCHANGE
. Cross-currency exchange

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 18.31
. Disposal of problem assets through . . . 11.09,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.11
. Exchange-traded derivatives . . . . . . . . . . . 18.17
. Right to, transferred financial assets . . . .10.36

EXCHANGE ACT. See Securities Exchange
Act (1934 Act)

EXECUTIVE COMPENSATION, CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.52

EXIT OR DISPOSAL ACTIVITIES . . . . . . . 11.09,
. . . . . . . . . . . . . . . . 11.53, 12.02, 12.51–.52

EXIT PRICE . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.09

EXPECTED CASH FLOW . . . . . . . . . . . . . . . 20.33

EXPENSES
. Accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.02
. Interest expense . . . . . . . . 13.01, 13.66, 16.12
. Nondeferrable . . . . . . . . . . . . . . . . . . . . 22.33–.38
. Total deposit interest expense to average total

deposits ratio . . . . . . . . . . . . . . . . . . . . . . . . . 5.30
. Trust department, substantive tests

of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .21.23

EXPORT-IMPORT BANK . . . . . . . . . . .8.20, 8.50

EXTENSIONS
. Bank requested disposal of

foreclosure . . . . . . . . . . . . . . . . . . . . . . . . . .11.06
. Repurchase agreements . . . . . . . . . . . . . . . 14.13

EXTERNAL AUDITORS . . . . . . . . . . . 1.105–.117

EXTINGUISHMENTS OF
LIABILITIES . . . . . . . . . . . . . . . . . . . 15.49–.50

F

FACTORING . . . . . . . . . . . . . . . . . . . . . . . . .8.21–.25

FACTORING ARRANGEMENTS . . . . . . . . . . 8.93

FAIR CREDIT REPORTING ACT OF 1970
(FCRA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.84

FAIR HOUSING ACT . . . . . . . . . . . . . . . . . . . . . 8.84

FAIR LENDING STATUTES . . . . . . . . . . . . . . . 8.84
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FAIR VALUE MEASUREMENTS . . . . 20.01–.68
. Accounting standards . . . . . . . . . . . . . 20.02–.63
. Asset-backed securities . . . . . . . . . . . 7.39, 7.75
. Audit considerations . . . . . . . . . . . . . . 20.64–.68
. Business combinations . . . . .19.16–.17, 19.35
. Cash flow reporting . . . . . . . . . . . . . . . . . . . . . 6.23
. Contributed assets . . . . . . . . . . . . . . . .12.73–.76
. Counterparty credit risk . . . . . . . . . . . 20.21–.27
. Credit risk . . . . . . . . . . . . . . . . .20.21–.27, 20.58
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15.57
. Definitions . . . . . . . . . . . . . . . . . . . . . 18.80, 20.02
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.46
. Derivatives . . . . 18.80–.84, 18.88–.89, 18.96,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.100
. Disclosures . . . . . . . . . . . . . . . 18.96, 20.49–.60
. Fair value hierarchy . . . . . . . . . . . . . . . 20.34–.37
. Fair value option. See fair value option
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.68
. Financial instruments . . . . . . . . . . . . . . . . . . . 7.84
. Foreclosed assets, net receivable

amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.20
. Intangibles . . . . . . . . . . . . . . . . . . . . . . . 12.36–.48
. Investments in certain entities that calculate net

asset value per share . . . . . . . . . . . . . . . . 20.60
. Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . 20.14–.20
. Loan transfers and servicing . . . . . . . . . . . 10.85
. Loans . . . . . . . . . . . . . . . . . . . 8.170–.174, 8.230
. Market participants . . . . . . . . . . . . . . . . . . . . 20.08
. Market risk . . . . . . . . . . . . . . . . 20.21–.27, 20.59
. Mortgage loans and mortgage-backed

securities . . . . . . . . . . . . .4.16–.17, 10.21–.25
. Mutual entities . . . . . . . . . . . . . . . . . . . . 19.23–.24
. Nonfinancial assets . . . . . . . . . . . . . . . 20.10–.13
. Offsetting positions in market

risks . . . . . . . . . . . . . . . . . . . . . . . . . . . .20.21–.27
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.01
. Present value techniques . . . . . . . . . . 20.31–.33
. Price, guidance on . . . . . . . . . . . . . . . . . . . . 20.09
. Real estate assets . . . . . . . . . . . . . . . . . . . . .11.49
. Residuals . . . . . . . . . . . . . . . . . . . . . . . . . . 7.45–.47
. Sales of financial assets . . . . . . . . . . . . . . . 10.92
. Securities . . . . 7.83, 7.87, 7.99, 7.105, 7.153
. Servicing assets or liabilities . . . . 10.56, 10.69
. Shareholders’ equity . . . . . . . . . . . . . . 20.14–.20
. Swap contracts . . . . . . . . . . . . . . . . 18.38, 18.81
. Trusts . . . . . . . . . . . . . . . 7.161–.162, 20.66–.67
. Unit of account . . . . . . . . . . . . . . . . . . . . . . . .20.03
. Using quoted prices provided by third

parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.48
. Valuation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.230
. Valuation techniques . . . . . . . . . . . . . . 20.28–.30
. When volume or level of activity has

significantly decreased . . . . . . . . . . 20.42–.47

FAIR VALUE OPTION
. Loans . . . . . . . . . . . . . . . . . . . . . 8.92, 8.170–.174
. For loans, compared to hedge

accounting . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.92
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 20.61–.63

FAST-PAY GINNIE MAE
CERTIFICATES . . . . . . . . . . . . . . . . . . . . .14.35

FCRA. See Fair Credit Reporting Act

FCUA. See Federal Credit Union Act

FDI ACT. See Federal Deposit Insurance Act

FDIC. See Federal Deposit Insurance
Corporation

FDIC IMPROVEMENT ACT OF 1991. See
Federal Deposit Insurance Corporation
Improvement Act

FEDERAL CREDIT UNION ACT (FCUA)
. Credit union . . . . . . . . . . . . . . . . . . . . . . 2.28, 2.39
. Enactment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.02
. Field of membership . . . . . . . . . . . . . . . . . . . . 2.03
. Prompt corrective action . . . . . . . . . . . . . . 5.231
. Publication . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.21
. Real property limitations . . . . . . . . . . . . . . . 12.11
. Supervisory committee . . . . . . . . . . . . . . . . . 2.08

FEDERAL DEPOSIT INSURANCE ACT (FDI
ACT)

. Annual independent audits and reporting
requirements . . . . . . . . . . . . . . . . . . . . . . . . . 1.92

. Auditor qualifications . . . . . . . . . . . . . . . . . . 1.101

. Bank Insurance Fund . . . . . . . . . . . . . . . . . . . .1.16

. Brokered deposit limitations . . . . 13.34, 13.36

. Communication with independent
auditors . . . . . . . . . . . . . . . . . . . . . .1.104, 5.250

. Enforcement actions against auditors . . .5.233

. Going concerns . . . . . . . . . . . . . . . . . . . . . . . 5.241

. Regulatory enforcement and
reporting . . . . . . . . . . . . . . . . . . . . .5.231, 5.244

. Reporting requirements . . . . . . . . . . . Appendix A

. Transfers of financial assets by banks in
receivership or conservatorship . . . . . . 5.119

FEDERAL DEPOSIT INSURANCE
CORPORATION (FDIC)

. Auditor liability advisory . . . . . . . . . . . . . . . . . 5.12

. Brokered deposits . . . . . . . . . . . . . . . . . . . . .13.13

. Business combinations . . . . . . . . . . . . . . . . 19.07

. Capital requirement. See capital requirement

. Credit losses . . . . . . . . . . . . . . . . . . . . . 9.12, 9.23

. Credit risk classifications . . . . . . . . . . . . . . . .9.12

. Creditworthiness standards . . . . . . . . . . . . . 7.77

. Enforcement actions against
auditors . . . . . . . . . . . . . . . . . . . . . . . 1.102–.103

. Establishment . . . . . . . . . . . . . . . . . . . . . . . . . . 1.08

. Examinations. See examinations

. FFIEC membership . . . . . . . . . . . . . . . . . . . . . .1.11

. As independent agency of federal
government . . . . . . . . . . . . . . . . . . . . . . . . . . .1.09

. Large Bank Pricing Rule . . . . . . . . . . . . 1.27–.29

. Laws protecting funds . . . . . . . . . . . . . . . . . . 1.14

. Loan transfers and servicing . . . . . . .10.09–.12

. Loss sharing purchase and
assumption . . . . . . . . . . . . . . 1.118, 23.35–.36

. OTS’s authority transferred to . . . . . . .1.55–.59

. Quarterly Banking Profile . . . . . . . . . . . . . . . . 1.06

. Real estate lending standards . . . . . . . 8.57–.67
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802 Depository and Lending Institutions

FEDERAL DEPOSIT INSURANCE
CORPORATION (FDIC)—continued

. Resolution plans . . . . . . . . . . . . . . . . . . . 1.60–.65

. Resolutions Handbook . . . . . . . . . .1.118, 23.35

. Restoration Plan . . . . . . . . . . . . . . . . . . . 1.24–.27

. Revision of insurance assessment
system . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.30

. Risk assessment procedures . . . . . . . . . . . . 5.29

. Risk Management Manual of Examination
Policies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.74

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.08

. Rules and regulations . . . . . . . . . . . . . . . . . .1.107

. Safe harbor for financial assets . . . . . . . . 10.13

. Separate insurance funds under
FIRREA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.15

. Stress tests . . . . . . . . . . . . . . . . . . . . . . . 1.66–.69

FEDERAL DEPOSIT INSURANCE
CORPORATION IMPROVEMENT ACT
(FDICIA)

. Annual independent audits and
reporting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.92

. Credit union compliance . . . . . . . . . . . . . . . . 2.61

. History . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.16

. Prompt corrective action . . . . . . . . . . . 1.81–.91

. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.14

. Sarbanes-Oxley Act compared to . . . . . . . 1.109

FEDERAL DEPOSIT INSURANCE REFORM ACT
OF 2005 (REFORM ACT) . . . . . . . . . . . .1.17

FEDERAL FAMILY EDUCATION LOAN
PROGRAM . . . . . . . . . . . . . . . . . . . . . . . . . 1.118

FEDERAL FINANCIAL INSTITUTIONS
EXAMINATION COUNCIL (FFIEC)

. Advisory on Interest Rate Risk
Management . . . . . . . . . . . . . . . . . . . . . . . . 18.72

. BSA/AML Examination Manual . . . . . . . . . . . 1.21

. Business combinations . . . . . . . . . . . . . . . . 19.04

. Consolidated Reports of Condition and Income.
See Call Reports

. Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 16.14

. Instructions for Preparation of Consolidated
Reports of Condition and Income . . . . .10.07,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.05, 19.04

. Investment security policy
statement . . . . . . . . . . . . . . . . . . . . . . . . 7.67–.75

. Loan loss allowance . . . . . . . . . . . . . . . . . . . . 9.20

. Members . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.11

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.11

. Troubled debt restructurings . . . . . . . . . . . . 8.75

. Uniform Financial Institutions Rating
System . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.228

FEDERAL FUNDS. See also cash and cash
equivalents

. Accounting standards . . . . . . 14.03, 14.27–.39

. Audit considerations . . . . . . . . . . . . . . 14.48–.69

. Definitions . . . . . . . . . . . . . . . . . . . . . . 6.07, 14.02

. Federal funds sold . . . . . . . . . . . . . . . . 6.01, 6.07

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 14.54–.58

. Offsetting practices . . . . . . . . . . . . . . . . . . . 14.39

FEDERAL FUNDS—continued
. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.01
. Substantive tests . . . . . . . . . . . . . . . . . 14.59–.69
. Transaction types . . . . . . . . . . . . . . . . . . . . . 14.03

FEDERAL HOME LOAN BANK BOARD . . . 1.08

FEDERAL HOME LOAN BANKS (FHLB)
. Advances . . . . . . . . . . . . . . .15.06, 15.17, 15.71
. Cash and cash equivalents . . . . . . . . . . . . . . 6.35
. Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6.06
. SEC registration . . . . . . . . . . . . . . . . . . . . . . .12.27
. Stock . . . . . . 12.01, 12.04, 12.27–.34, 12.84,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.25
. Structured notes issued by . . . . . . . . . . . . . .7.52

FEDERAL HOME LOAN MORTGAGE
CORPORATION (FHLMC, FREDDIE MAC).
See also mortgage-backed securities

. Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.07

. Government bailout . . . . . . . . . . . . . . . . . . . . . 4.06

. Pass through security sales . . . . . . . . . . . . . 4.04

. Reporting requirements . . . . . . . . . . . . . . . .1.118

. Sale and service of mortgage loans for . . .4.30

. Secondary market participation . . . . 4.02–.03,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.05, 10.03

. Structured notes issued by . . . . . . . . . . . . . .7.52

. Uncollectability of receivables . . . . . . . . . . 10.18

FEDERAL HOUSING ADMINISTRATION
(FHA) . . . . . .2.62, 4.02, 4.26, 4.29, 8.42,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.18

FEDERAL HOUSING FINANCE AGENCY
(FHFA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.26

FEDERAL HOUSING FINANCE
BOARD . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.27

FEDERAL LAWS. See specific federal
legislation, departments and regulations

FEDERAL NATIONAL MORTGAGE
ASSOCIATION (FNMA, FANNIE MAE). See
also mortgage-backed securities

. Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.07

. Government bailout . . . . . . . . . . . . . . . . . . . . . 4.06

. Sale and service of mortgage loans for . . .4.30

. Secondary market participation . . . . 4.02–.03,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.05, 10.03

. Structured notes issued by . . . . . . . . . . . . . .7.52

. Uncollectability of receivables . . . . . . . . . . 10.18

FEDERAL RESERVE ACT . . . . . . . 15.33, 18.72

FEDERAL RESERVE BANK (FRB) . . . . . . . .6.06,
. . . . . . 6.35, 12.05, 12.84, 14.02, 16.25

FEDERAL RESERVE SYSTEM. See also
Federal Interagency Regulations in
Pronouncements index

. ACH transfers . . . . . . . . . . . . . . . . . . . . . . . . . 13.28

. Board of Governors . . . . . . . . . . . . . . . . . . . . .5.12

. BOPEC ratings . . . . . . . . . . . . . . . . . . . . . . . . 5.228

. Business combinations . . . . . . . . . . . . . . . . 19.07

. Capital requirement. See capital requirement

. Check processing . . . . . . . . . . . . . . . . .13.18–.25
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FEDERAL RESERVE SYSTEM—continued
. Consolidated Financial Statements for Bank

Holding Companies (Reporting Form
Y-9C) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.72

. Credit losses . . . . . . . . . . . . . . . . . . . . . 9.12, 9.23

. Credit risk classifications . . . . . . . . . . . . . . . .9.12

. Credit union regulation . . . . . . . . . . . . . . . . . . 2.20

. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15.33

. Discount windows . . . . . . . . . . . . . . . . . . . . . 15.17

. Disposal of problem assets through
exchanges . . . . . . . . . . . . . . . . . . . . . . . . . . 11.09

. Enforcement actions against
auditors . . . . . . . . . . . . . . . . . . . . . . . 1.102–.103

. Examinations. See examinations

. Federal funds. See federal funds

. FFIEC membership . . . . . . . . . . . . . . . . . . . . . .1.11

. Holding company regulation . . . . . . . . . . . . . 1.19

. As independent agency of federal
government . . . . . . . . . . . . . . . . . . . . . . . . . . .1.09

. Loan transfers and servicing . . . . . . .10.09–.12

. Market Risk Rule . . . . . . . . . . . . . . . . . . . 1.76–.78

. Monetary policy . . . . . . . . . . . . . . . . . . . . . . . . 6.06

. Mortgage servicing . . . . . . . . . . . . . . . . . . . .11.08

. OREO management . . . . . . . . . . . . . . . . . . . 11.14

. OTS’s authority transferred to . . . . . . .1.55–.59

. Real estate investment regulations . . . . . 11.06

. Real estate lending standards . . . . . . . 8.57–.67

. Regulation O . . . . . . . . . . . . . . . . . . . . . . . 5.38–.39

. Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .6.06

. Resolution plans . . . . . . . . . . . . . . . . . . . 1.60–.65

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.08

. Rules and regulations
overview . . . . . . . . . . . . . . . 1.102–.103, 1.107

. Small Bank Holding Company Policy . . . . 17.26

. Stock . . . . . . . . . . . . . . 12.01, 12.05, 12.27–.34

. Stress tests . . . . . . . . . . . . . . . . . . . . . . . 1.66–.69

FEDERAL SAVINGS
ASSOCIATIONS . . . . . . . . . . . . . . . . .7.76–.78

FEDWIRE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.28

FEES
. Contractually specified servicing fees . . .10.89
. Delinquency fees . . . . . . . . . . . . . . . . . 8.97, 8.99
. Loan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.224
. Loan commitments . . . . . . . 8.103–.104, 16.25
. Prepayment fees . . . . . . . . . . . . . . . . . . . . . . . 8.98

FFIEC. See Federal Financial Institutions
Examination Council

FHA. See Federal Housing Administration

FHC. See financial holding companies

FHFA. See Federal Housing Finance Agency

FHLB. See Federal Home Loan Banks

FHLMC. See Federal Home Loan Mortgage
Corporation

FIDUCIARIES, EMPLOYEE BENEFIT PLAN
TRUSTEES . . . . . . . . . . . . . . . . . . . . . . . . . 21.11

FIDUCIARY RISK . . . . . . . . . . . . . . . . . . . . . . . . .5.55

FIELDS OF MEMBERSHIP . . . . . . . . . . . . . . . 2.03

FINANCE COMPANIES . . . . . . . . . . . . . .3.01–.14
. Asset-based financial services . . . . . . . . . . . 3.05
. Business description . . . . . . . . . . . . . . . 3.01–.11
. Captive finance activity . . . . . . . . . . . . . . . . . .3.02
. Commercial financing . . . . . . . . .3.01, 3.05–.07
. Consumer financing . . . . . . . . . . . . . . . . 3.01–.03
. Debt financing . . . . . . . . . . . . . . . . . . . . . 3.08–.11
. Insurance and other ancillary products and

services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.04
. Regulation and oversight . . . . . . . . . . . .3.12–.14

FINANCE SUBSIDIARIES . . . . . . . . . . .15.22–.25

FINANCIAL ASSETS
. Impairment of . . . . . . . . . .5.52–.54, 11.20–.23,

. . . . . . . . . . . . . . . . . . . . . . . . . 12.35–.38, 19.26
. Isolation of transferred . . . . . . . . . . . . 10.39–.42
. Prepayment and prepayment risk . . . . . . .10.48
. Sale of entire financial asset . . . . . . . . . . . 10.44
. Sales . . . . . . . . . . . . . . . . . 10.43–.48, 10.92–.96
. Securities. See securities
. Transfers and servicing . . . . . . . . . . .10.30–.42,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.45–.47

FINANCIAL CRIMES ENFORCEMENT
NETWORK (FINCEN) . . . . . . . . . . . . . . . . 1.20

FINANCIAL GUARANTEE
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . .18.52

FINANCIAL HOLDING COMPANIES
(FHC) . . . . . . . . . . . . . . . . . . . . . . . . . 17.39–.40

FINANCIAL INFORMATION . . . . . . . . 9.10, 9.15

FINANCIAL INSTITUTIONS REFORM,
RECOVERY, AND ENFORCEMENT ACT
OF 1989 (FIRREA) . . . . . . . 1.14–.15, 2.02

FINANCIAL INSTRUMENTS. See also specific
instruments . . . . . . . . . . . 18.99, 20.57–.60

FINANCIAL INTERMEDIATION
PROCESS . . . . . . . . . . . . . . . . . . . . . . 1.01–.03

FINANCIAL POSITION STATEMENT . . . . 7.132

FINANCIAL REFORM . . . . . . . . . . . . . . . . . . . . 1.06

FINANCIAL REPORTING. See financial
statements

FINANCIAL SERVICE MODERNIZATION ACT
(1999) . . . . . . . . . . . . . . . . . . . . . . . . 1.18, 2.02

FINANCIAL SERVICES REGULATORY RELIEF
ACT (2006) . . . . . . . . . . . . . . . . . . . . . . . . . 2.02

FINANCIAL STABILITY OVERSIGHT COUNCIL
(FSOC) . . . . . . . . . . . . . . . . . . . . . . . .1.33, 1.60

FINANCIAL STANDBY LETTERS OF
CREDIT . . . . . . . . . . . . . . . . . . . . . .8.50, 8.178

FINANCIAL STATEMENTS
. Annual reporting requirements . . . . . . . . . . .1.97
. Auditing of. See audit considerations
. Auditor’s report. See auditor’s reports
. Balance sheets. See balance sheets
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FINANCIAL STATEMENTS—continued
. Capital requirement . . . . . . . . 1.79, 17.28–.46,

. . . . . . . . . . . . . . . . . . . . . 17.56–.64, 17.72–.79
. Cash and cash equivalents . . . . . . . . . .6.30–.33
. Cash flow statements. See cash flow

statements
. Collateralized debt obligations . . . . . . . . . 7.130
. Concentrations, current vulnerability

to . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.204–.209
. Credit loss . . . . . . . . . . . . . . . . . . . . . . . . .9.53–.62
. Debt (institution’s borrowings) . . . . . 15.34–.57
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.41–.46
. Derivatives . . . . . . . . . . . . . . .10.84, 18.95–.100
. Disclosures. See disclosures
. Estimates . . . . . . . . . . . . . . . . . . . . . . . 5.193–.203
. Fair value. See fair value measurements
. Financial asset sales . . . . . . . . . . . . . . 10.92–.96
. Foreclosed assets . . . . . . . . . . . . . . . . . . . . .11.17
. Forming opinion on . . . . . . . . . . . . . . . 23.02–.21
. Going concern effects . . . . . . . . . . . 5.173–.174
. Guarantees . . . . . . . . . . . . . . . . . . . . . 8.178–.182
. Held for sale . . . . . . .10.79–.83, 10.85, 11.20,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.31–.33
. Impaired loans . . . . . . . . . . . . . . . 9.55, 9.59–.60
. Income statement . . . . . . . . . . . . . . . . . . . . . 10.82
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.27–.30
. Insurance activities . . . . . . . . . . . . . . . .22.65–.68
. Intangible assets . . . . . . . . . . . . . . . . . .12.49–.50
. Loan transfers and servicing . . . . . . 10.79–.96,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.107–.113
. Loans . . . . . . . . . 7.133, 8.153–.181, 9.53–.62
. Mortgage companies and banking

activities . . . . . . . . . . . . . .4.33–.37, 17.80–.84
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.49–.50
. Other-than-temporary

impairment . . . . . . . . . . . . . . . . . . . . 7.126–.133
. Public entity . . . . . . . . . . . . . . . . . . . . . . . . . . .5.211
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . . . . . 11.17,
. . . . . . 11.23, 11.30–.33, 11.39–.40, 11.43

. Sales or transfers of securities . . . 7.134–.135

. Secured borrowing and collateral . . . . . . .10.87

. Securities . . . . . . . . . . . . . . . . . . . . . . . 7.126–.137

. Segment reporting . . . . . . . . . . . . . . . . . . . . 5.210

. Servicing assets and liabilities . . . . . 10.89–.91

. Short-term debt . . . . . . . . . . . . . . . . . . .15.34–.39

. Significant risks and
uncertainties . . . . . . . . . . . . . . . . . . .5.193–.203

. Special purpose framework . . . . . . . .23.22–.23

. Substantive tests related to
audits . . . . . . . . . . . . . . . . . . . . . . . . . . 21.23–.24

. Trust and asset management
activities . . . . . . . . . . . . . . . . .21.15–.16, 21.22

. Uniform Commercial Code . . . . . . . . . . 8.86–.87

. Variable interest entities . . . . . . . . . . . . . . .7.115,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.107–.113

FINANCIAL STRUCTURE OF CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . 2.12–.13

FINANCING ACTIVITIES, CASH FLOWS
FROM . . . . . . . . . . . . . . . . . . . . . . . . .6.18, 6.20

FINCEN. See Financial Crimes Enforcement
Network

FIRREA. See Financial Institutions Reform,
Recovery, and Enforcement Act

FIXED COUPON AGREEMENTS . . . . . . . .14.08,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.10

FIXED-RATE-CURRENCY SWAPS . . . . . . .18.32

FIXED-RATE RESIDUALS . . . . . . . . . . . . . . . . 7.46

FLOATING-RATE RESIDUALS . . . . . . . . . . . . 7.47

FLOOR PLAN LOANS . . . . . . . . . . . . . . . . . . . . 8.30

FNMA. See Federal National Mortgage
Association

FORECLOSED ASSETS
. Accounting standards . . . . . 8.137, 11.06–.07,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.17–.23
. Audit considerations . . . . . . . . . . . . . . . . . . . 11.73
. Characteristics of initial

measurement . . . . . . . . . . . . . . . . . . . . . . . 11.19
. Defined . . . . . . . . . . . . . . . . . . . . . . . .11.02, 12.01
. Discontinued proceedings . . . . . . . . . . . . . 11.07
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.17
. Guaranteed mortgage loans . . . . 11.18, 11.21
. Inherent risk . . . . . . . . . . . . . . . . . . . . . . . . . . 11.59
. Initial measurement of foreclosed

property . . . . . . . . . . . . . . . . . . . . . 11.17, 11.19
. Loan modifications . . . . . . . . . . . . . . . . . . . . . 4.26
. Net receivable amount of receivable or fair

value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .11.20

FORECLOSURES . . . . . . . . . . . . . . . . . . . . . . . 10.19

FOREIGN BANKING ORGANIZATIONS, U.S.
NON-BRANCH CAPITALIZATION . . .17.27

FOREIGN CHECKS . . . . . . . . . . . . . . . . . . . . . 13.19

FOREIGN CURRENCY DEBT . . . . . . . . . . . .15.52

FOREIGN-CURRENCY FUTURES
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . .18.21

FOREIGN-CURRENCY SWAPS . . . . . . . . . .18.31

FOREIGN EXCHANGE RISK . . . . . . . . . . . . . .8.07

FOREIGN GOVERNMENT DEBT
SECURITIES . . . . . . . . . . . . . . . . . . . . . . . . .7.60

FOREIGN INSTITUTION BRANCH
REGULATORY CAPITAL
DISCLOSURES . . . . . . . . . . . . . . . . 17.85–.86

FOREIGN LOANS . . . 8.07, 8.54, 8.141–.142,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.14, 9.88

FORWARD-BASED DERIVATIVES. See also
swaps . . . . . . . . . . . . . . . . . 18.16, 18.19–.24

FORWARD-RATE AGREEMENTS . . . . . . . .18.20

FORWARD STANDBY
COMMITMENTS . . . . . . . . . . . . . 8.149–.152
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FRAUD, CONSIDERATION OF IN FINANCIAL
STATEMENT AUDIT . . . . . . . . . .5.123–.151

. Audit evidence . . . . . . . . . . . . . . . . . . .5.144–.147

. Audit team discussions . . . . . . . . . . 5.129–.132

. Auditor’s detection . . . . . . . . . . . . . . .5.238–.239

. Auditor’s inability to continue
engagement . . . . . . . . . . . . . . . . . . . . . . . . .5.148

. Collateral risk . . . . . . . . . . . . . . . . . . . . . . . . . . 8.07

. Communications about possible
fraud . . . . . . . . . . . . . . . . . . . . . . . . . . 5.149–.151

. Documentation . . . . . . . . . . . . . . . . . . . . . . . . 5.151

. Material misstatements . . . 5.124, 5.137–.143

. Overview . . . . . . . . . . . . . . . . . . . . . . . . 5.123–.125

. Professional skepticism . . . . . . . . . . 5.126–.128

. Risk assessment procedures . . . . 5.133–.136,
. . . . . . . . . . . . . . . . . . . . . . . Exhibit 5-1 at 5.257

FRAUD RISK . . . . . . . . . . . . . . . . . . . . .5.134–.136,
. . . . . . . . . . . . . . . 8.07, Exhibit 5-1 at 5.257

FRAUDULENT FINANCIAL
REPORTING . . . . . . . . .Exhibit 5-1 at 5.257

FRB. See Federal Reserve Bank

FREDDIE MAC. See Federal Home Loan
Mortgage Corporation

FSOC. See Financial Stability Oversight
Council

FUNCTIONAL REGULATION . . . . . . . . .1.18–.19

FUTURES CONTRACTS . . . . . . . . . . . .18.21–.24

G

GAAP. See generally accepted accounting
principles

GAAS. See generally accepted auditing
standards

GAINS OR LOSSES
. On cash flow hedges . . . . . . . . . . . . . . . . . . 17.09
. Extinguishments . . . . . . . . . . . . . . . . . . . . . . .15.50
. Real estate investment joint ventures . . . 11.54
. Sale or transfer of assets . . . . . . . . . . . . . . 11.30
. Securities and income taxes . . . . .7.89, 16.05,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.25
. Unrealized. See unrealized gains and losses

GAP ANALYSIS . . . . . . . . . . . . . . . . . . . . . 5.44–.45

GENERAL PARTNERSHIPS . . . . . . . . . . . . . 11.55

GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES (GAAP)

. Allowance for loan and lease losses . . . . . 9.23,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.42–.48, 9.54

. Auditor’s communication with those charged
with governance . . . . . . . . . . . . . . . . . . . . . 9.111

. Banking agency influence . . . . . . . . . . . . . . . 1.11

. Business combinations . . . . . . . . . . . . 19.02–.04

. Capital requirement . . . . . . . . . . . . . . . . . . . . . 1.80

. Credit losses . . . . . . . . . . . . . . . . . . . . . . . . . . 9.04,
. . . . . . . . . . . . . . . . . . . 9.22, Exhibit 9-1 at 9.22

. Credit unions . . . . . . . . .2.05, 2.22, 2.55, 2.57,
. . . . . . . . . . . . . . . . . . . . . . . . . 2.61, 9.37, 17.53

GENERALLY ACCEPTED ACCOUNTING
PRINCIPLES (GAAP)—continued

. Disclosures for financial instruments . . . .20.57

. Equity and disclosure regarding capital
matters . . . . . . . . . . . . . . 17.53, 17.90, 17.94,
. . . . . . . . . . . . . . . . . . . . . . . . . . . 17.101, 17.105

. Going concerns . . . . . . . . . . . . . . . . . . . . . . . 5.166

. Income taxes . . . . . . . . . . . . . . . . . . 16.14, 16.19

. Individually evaluated loans . . . . . . . . . . . . . . 9.95

. Insurance activities . . . . . . . . . . . . . . . . . . . . 22.55

. Interpretation and reporting related
to . . . . . . . . . . . . . . . . . 5.243–.247, Appendix B

. Investments in securities . . . . . . . . . . . . . . .7.143

. Loan documentation . . . . . . . . . . . . . . . . . . . . 9.33

. Management estimates of credit
losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.04

. Perpetual contributed capital alternative
adoption . . . . . . . . . . . . . . . . . . . . . 23.13, 23.33

. Real estate lending standards . . . . . . . . . . . 8.62

. Regulatory reporting matters . . . . . . Appendix B

. Related-party transactions . . . . . . . . . . . . . . .5.37

. Substantive procedures . . . . . .17.101, 17.105

GENERALLY ACCEPTED AUDITING
STANDARDS (GAAS)

. Audit considerations . . . . . . . . . . . . . . . .5.01–.05

. Audit documentation . . . . . . . . . . . . . . . . . . .5.103

. Audit risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.08

. Auditor specialist definition . . . . . . . . . . . . .5.110

. Credit union . . . . . . . . . . . . . . . . . . . . . . 2.60, 9.62

. Mortgage activity planning . . . . . . . . . . . . 17.108

GLOBAL ISSUES . . . . . . . . . . . . . 7.60, 8.49–.50,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.18

GLOBALLY ACTIVE BANKS . . . . . . . . 8.49–.50,
17.18

GNMA. See Government National Mortgage
Association

GOING CONCERNS . . . . . . . . . . . . . . 5.163–.179
. Auditor’s report effects . . . . . . . . . 5.176, 23.08
. Combining with other

emphasis-of-matters . . . . . . . . . . . . . . . . . 23.08
. Corporate credit unions . . . . . . . . . . . . . . . .17.58
. Documentation . . . . . . . . . . . . . . . . . . . . . . . . 5.179
. Overview . . . . . . . . . . . . . . . . . . . . . . . . 5.163–.164
. Regulatory issues . . . . . . . . . . . . . . . .5.241–.242
. Substantial doubt . . . . 5.165–.174, 23.08–.09
. Written representations . . . . . . . . . . . . . . . . 5.175

GOODWILL
. Accounting standards . . . . . . . . . . . . . 12.35–.38
. Business combinations . . . . . . . . . . . . 19.14–.15
. Defined . . . . . . . . . . . . . . . . . . . . . . . .12.01, 12.08
. Intangible assets identified, other than

goodwill . . . . . . . . . . . . . . . . . . . . . . . . 12.39–.47
. Substantive tests . . . . . . . . . . . . . . . . . 12.87–.88

GOVERNANCE. See also those charged with
governance . . . . . . . . . . . . . . . . . 1.98, 1.107
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GOVERNMENT NATIONAL MORTGAGE
ASSOCIATION (GNMA, GINNIE MAE)

. Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.07

. Fast-pay Ginnie Mae certificates . . . . . . . . 14.35

. MBS. See mortgage-backed securities

. Reporting requirements . . . . . . . . . . . . . . . . . 2.62

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.31

. Secondary market participation . . . . 4.02–.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.03

. Slow-pay Ginnie Mae certificates . . . . . . . 14.35

. Uncollectability of receivables . . . . . . . . . . 10.18

GOVERNMENT-SPONSORED ENTERPRISES
(GSE) . . . . . . . . . . . . . . . . . . . . . . . . . 4.06, 7.07

GRAMM-LEACH-BLILEY ACT (1999) . . . .1.18,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.02

GROSS CASH FLOWS . . . . . . . . . . . . . . .6.25–.28

GROSS PROFIT, ESTIMATED, FOR
INSURANCE ACTIVITIES . . . . . . 22.44–.50

GROUPS OF LOANS, CREDIT
LOSSES . . . . . . . . . . . .9.17, 9.19, 9.93–.94

GSE. See government-sponsored enterprises

GUARANTEE LIABILITIES . . . . . . . . . . . . . . .12.02

GUARANTEED MORTGAGE LOANS . . . . 11.16,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.18, 11.21

GUARANTEES. See also other assets, other
liabilities, and other investments

. Bankers’ acceptances . . . . . . . . . . 15.20, 15.46

. Definitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.02

. As derivative instrument . . . . . . . . . . . 18.85–.86

. Financial statement presentation and
disclosure . . . . . . . . . . . . . . . . . . . . . 8.178–.182

. Personal, for loans . . . . . . . . . . . . . . 9.104–.105

. Trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.24

H

HAIRCUT . . . . . . . . . . . . . . . . . . . . . . . . . . 14.17–.18

HAMP. See Home Affordable Mortgage
Program

HARP. See Home Affordable Refinance
Program

HEDGE ACCOUNTING APPROACH,
SIMPLIFIED . . . . . . . . . . . . . . . . . . . . . . . . 18.81

HEDGING
. Accounting standards . . . . . . . . . . . . . 18.79–.82
. Basis risk . . . . . . . . . . . . . . . . . . . . . . . . 18.57–.64
. Cash receipts and payments related to . . .6.29
. Convergence . . . . . . . . . . . . . . . . . . . . . . . . . .18.63
. Correlation . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.60
. Correlation factor . . . . . . . . . . . . . . . . . . . . . 18.64
. Derivatives used for. See also derivative

instruments . . . . . . . . . . . . . . . . . . . . . 18.57–.64
. Fair value option for loans . . . . . . . . . . . . . . . 8.92
. Income or loss recognition . . . . . . . . . . . . .16.25
. Interest rate risk (IRR) . . . . . . . 5.47–.48, 18.72

HELD FOR SALE (HFS)
. Accounting standards . . . . . . . . . . . 8.69, 8.148,

. . . . . . . . . . . . . . . . . . . . . . . . . 10.20–.29, 11.20
. Auditing objectives . . . . . . . . . . . . . . . . . . . 10.114
. Balance sheet classification . . . . .8.154, 8.223
. Fair value . . . . . . . . . . 10.21–.22, 10.25, 10.28
. Financial statement presentation and

disclosure . . . . . . . 10.79–.83, 10.85, 11.20,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.31–.33

. Loan transfers and servicing . . . . . . 10.20–.29,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.74–.78

. Loans not previously held for
sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.74–.78

. Mortgage loans . . . . . . . . . . . . . . . . . . .7.88, 8.90

. Nonmortgage loans . . . . . . . . . . . . . . . . . . . . .8.91

. Regulatory guidance . . . . . . . . . . . . . . 10.74–.78

. Securitization . . . . . . . . . . . . . . . . . . . . . . . . . . .7.88

. Substantive tests . . . . . . . . . . . . . . . . . . . . 10.127

HELD-TO-MATURITY (HTM) SECURITIES
. Available-for-sale securities transferred

to . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.109
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.83
. Designation . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.90
. Disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.128
. Other-than-temporary impairment. See also

other-than-temporary impairment . . . . . . . 7.93
. Sales or transfers . . . . . . . . . . . . . . . 7.85, 7.135

HELPING FAMILIES SAVE THEIR HOMES ACT
(2009) . . . . . . . . . . . . . . . . . . . . . . 2.02, 12.66

HFS. See held for sale

HIGH VOLATILITY COMMERCIAL REAL
ESTATE (HVCRE) LOANS . . . . . . . . . . 8.139

HIGHEST AND BEST USE FOR NONFINANCIAL
ASSETS . . . . . . . . . . . . . . . . . . . . . . . 20.10–.13

HMDA. See Home Mortgage Disclosure Act

HOLDING COMPANIES
. Annual independent audits and reporting

requirements . . . . . . . . . . . . . . . . . . . . . . . . . 1.93
. Capital requirement . . . . 1.34–.35, 17.17–.27,

. . . . . . . . . . . . 17.38–.40, 17.46, 17.89–.105
. Disclosures . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.46
. Gramm-Leach-Bliley Act . . . . . . . . . . . . . . . . . 1.18
. Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 16.17
. Leverage and risk-based capital

requirements . . . . . . . . . . . . . . . . . . . . . 1.34–.35
. Prompt corrective action exclusion . . . . . . 1.81
. Regulation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.19
. Resolution plans . . . . . . . . . . . . . . . . . . . 1.60–.65
. Savings and loans holding companies . . . 1.54,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.57, 1.94
. Securities law . . . . . . . . . . . . . . . . . . . . . . . . . . 1.13

HOLDING PERIOD FOR
FORECLOSURES . . . . . . . . . . . . . . . . . . .11.06

HOME AFFORDABLE MORTGAGE PROGRAM
(HAMP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4.26

HOME AFFORDABLE REFINANCE PROGRAM
(HARP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.26
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HOME EQUITY LINES OF CREDIT . . . . . . . .8.41

HOME MORTGAGE DISCLOSURE ACT OF
1975 (HMDA) . . . . . . . . . . . . . . . . . . . . . . . 8.84

HTM SECURITIES. See held-to-maturity (HTM)
securities

HUD. See U.S. Department of Housing and
Urban Development

HVCRE LOANS. See high volatility
commercial real estate (HVCRE) loans

HYBRID ADJUSTABLE RATE MORTGAGE
PRODUCTS . . . . . . . . . . . . . . . . . . . . . . . . . .4.25

I

ICERC. See Interagency Country Exposure
Risk Committee

IDENTIFIABLE INTANGIBLE
ASSETS . . . . . . . . . . . . . . . . . . . . . . . 12.06–.07

IDI. See insured depository institutions

IMAGE REPLACEMENT DOCUMENTS
(IRD) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.32

IMPAIRED FINANCIAL ASSETS
. Audit considerations . . . . . . . . . . . . . . . . . . . . 5.54
. Examples . . . . . . . . . . . . . . . . . . . . . . . . . . 5.52–.53
. Intangible assets . . . 12.35–.38, 12.45, 19.26
. Long-lived assets . . . . . . . . . . 11.20–.23, 12.59
. NCUSIF deposits . . . . . . . . . . . . . . . . . . . . . . 12.62

IMPAIRED LOANS
. Collective evaluation of . . . . . . . . . . . . . 9.17–.18
. Financial statement disclosure . . . 8.161, 9.55,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.59–.60
. Loans individually evaluated for

impairment . . . . . . . . . . 9.16, 9.19, 9.45–.48,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.95–.97

. Substantive tests . . . . . . . . . . . . . . . . . . . . . . . 9.89

. Troubled debt restructurings . . . .8.136, 8.164

IMPAIRMENT, OTHER-THAN-TEMPORARY.
See other-than-temporary impairment
(OTTI)

INCOME
. Comprehensive. See comprehensive income
. Dividend . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.108
. Interest. See also interest rate risk

(IRR) . . . . . . . . . . . . 7.108, 7.114, 8.95, 8.221
. Premium . . . . . . . . . . . . . . . . . . . . . . . . . 22.13–.17
. Recognition on problem loans . . . . . . .8.81–.82
. Service charge . . . . . . . . . . . . . . . . . . . . . . . .13.66

INCOME APPROACH VALUATION . . . . . . 20.28

INCOME STATEMENT . . . . . . . . . . . . . . . . . . 10.82

INCOME TAXES . . . . . . . . . . . . . . . . . . . 16.01–.36
. Accounting standards . . . . . . . . . . . . . 16.18–.26
. Alternative minimum tax . . . . . . . . . . . . . . . 16.10
. Audit considerations . . . . . . . . . . . . . . 16.32–.36
. Capital requirement calculations . . . . . . . .16.14
. Credit unions . . . . . . . . . . . 12.70, 16.01, 16.13

INCOME TAXES—continued
. Deferred-tax assets and

liabilities . . . . . . . . . . . . . . . . . . . . . . . . 16.21–.23
. Definition of banks and savings

institutions . . . . . . . . . . . . . . . . . . . . . . 16.03–.04
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . 16.27–.30
. Interest expense relating to tax-exempt

income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .16.12
. Internal control over financial

reporting . . . . . . . . . . . . . . . . . . . . . . . 16.33–.34
. Mark to market . . . . . . . . . . . . . . . . . . . . . . . .16.11
. Net operating losses . . . . . . . . . . . . . . . . . . 16.09
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 16.01–.02
. Regulatory matters . . . . . . . . . . . . . . . 16.14–.17
. Securities, mark to market . . . . . . . . . . . . .16.11
. Securities gains and losses . . . . . . 7.89, 16.05
. Substantive tests . . . . . . . . . . . . . . . . . 16.35–.36
. Tax bad-debt deductions . . . . . . . . . . 16.06–.08
. Temporary differences . . . . . . . . . . . 16.24–.26,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.29–.30
. Withholding federal . . . . . . . . . . . . . . . . . . . . 13.10

INCREMENTAL DIRECT COSTS OF
CONTRACT ACQUISITION . . . . .22.21–.22

INDEMNIFICATION ASSETS . . . . 12.01, 12.48

INDEPENDENT AUDITORS. See auditors

INDEX AMORTIZING SWAPS . . . . . . . . . . . 18.69

INDIRECT CONSUMER LOANS . . . . . . . . . . 3.03

INDIRECT METHOD OF REPORTING CASH
FLOWS . . . . . . . . . . . . . . . . . . . . . . . .6.15, 6.17

INDIVIDUAL RETIREMENT ACCOUNTS
(IRA) . . . . . . . . . . . . . . . . . . . . . . . 13.06, 13.08

INDIVIDUALLY EVALUATED LOANS, CREDIT
LOSSES . . . . . . . . . . . 9.16, 9.19, 9.45–.48,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.95–.97

INDUSTRIAL LOANS. See commercial,
industrial, and agricultural loans

INDUSTRY RISK FACTORS . . . . . . . . . .5.40–.57

INFORMATION, FINANCIAL. See financial
information

INFORMATION AND COMMUNICATION
SYSTEMS . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.61

INFORMATION SOURCES . . . . . . . . Appendix C

INFORMATION TECHNOLOGY
(IT) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.64–.69

INHERENT RISK . . . . . . . . . . . . . . . . . . . . . . . . . 5.09

INPUTS, IN FAIR VALUE
HIERARCHY . . . . . . . . . . . 20.34–.37, 20.39

INSIDER RISK . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.07

INSPECTION . . . . . . . . . . . . . 8.212–.215, 14.60

INSTALLMENT LOANS . . . .8.17, 8.32, 8.100,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.194
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INSURANCE ACTIVITIES . . . . . . . . . . .22.01–.70
. Accounting standards . . . . . . . . . . . . . 22.12–.70
. Acquisition costs . . . . . . . . . . . . . . . . . .22.18–.50
. Audit considerations . . . . . . . . . . . . . . 22.69–.70
. Commissions . . . . . . .22.10, 22.42, 22.56–.59
. Consolidation . . . . . . . . . . . . . . . . . . . . . 22.60–.64
. Credit accident and health insurance . . .22.02,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.06
. Credit life insurance . . . . . . . . . . . . . . . 22.02–.05
. Finance companies . . . . . . . . . . . . . . . . . . . . . 3.04
. Financial statement presentation . . . . . . .22.54,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.65–.68
. Investment portfolios . . . . . . . . . . . . . .22.51–.54
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.01
. Policy writing . . . . . . . . . . . . . . . . . . . . . 22.08–.09
. Premium income . . . . . . . . . . . . . . . . . .22.13–.17
. Property and liability insurance . . . . . . . . 22.02,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.07
. Real estate . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.48
. Regulatory matters . . . . . . . . . . . . . . . . . . . . 22.11
. State laws . . . . . . . . . . . . . . . . . . . . . . 1.19, 22.55
. Types of coverage . . . . . . . . . . . . . . . . . . . . 22.02

INSURANCE AND OTHER ANCILLARY
PRODUCTS AND SERVICES . . . . . . . . . 3.04

INSURED DEPOSITORY INSTITUTIONS
(IDI) . . . . . . 1.24–.29, 1.34–.35, 1.60–.65

INTANGIBLE ASSETS
. Accounting standards . . . . . . 12.08, 12.35–.50
. Acquisitions in business combination . . . 19.15
. Banks and savings institutions,

limitations . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.12
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.06
. Defined as other assets or other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.01
. Fair value measurements . . . . . . . . . . 12.36–.48
. Financial statement presentation . . . 12.49–.50
. Goodwill. See goodwill
. Identifiable . . . . . . . . . . . . . . . . . . . . . . . .12.06–.07
. Identified, other than goodwill . . . . . .12.39–.47
. Impairment . . . . . . . . .12.35–.38, 12.45, 19.26
. Substantive tests . . . . . . . . . . . . . . . . . 12.88–.90

INTERAGENCY COUNTRY EXPOSURE RISK
COMMITTEE (ICERC) . . . . . . . . . . . . . . . .9.14

INTEREST
. Participating . . . . . . . . . . . . . . . . . . . 10.43, 10.71
. Unearned . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.17

INTEREST-BEARING DEPOSITS . . . . . . . . . .6.32

INTEREST CLASSES, MORTGAGE-BACKED
SECURITIES . . . . . . . . . . . . . . . . . . . . 7.35–.37

INTEREST EXPENSE . . . .13.01, 13.66, 16.12

INTEREST INCOME . . . . . .7.108, 7.114, 8.95,
. . . . . . . . . . . . . . . . . . . . 8.144, 8.221, 16.25

INTEREST METHOD . . . . . . . . . . . . . .7.110–.113

INTEREST-ONLY (IO) SECURITIES . . . . . . 7.29,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.35–.37

INTEREST PAYABLE, ACCRUED. See accrued
interest payable

INTEREST-RATE CAPS . . . . . . . . . . . . 18.45–.47

INTEREST-RATE COLLARS . . . . . . . . . . . . .18.49

INTEREST-RATE FLOORS . . . . . . . . . . . . . . 18.48

INTEREST RATE RISK (IRR)
. Asset/liability management . . . . . . . . . 5.43–.45
. Banks and savings institutions . . . . . . . . . . . 1.75
. Hedging . . . . . . . . . . . . . . . . . . . . 5.47–.48, 18.72
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.07
. Mortgage-backed securities . . . . . . . . .7.23–.28
. Mortgage banking . . . . . . . . . . . . . . . . . . . . . . 4.18
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.41–.49
. Prepayment risk . . . . . . . . . . . . . . . . . . . . . . . . 5.49
. Security investments . . . . . . . . . . . . . . . . . . 7.140
. Simulation analysis . . . . . . . . . . . . . . . . . . . . . 5.46

INTEREST-RATE SWAPS . . . . . . . . . . .18.26–.28

INTEREST RECEIVABLE, ACCRUED. See
accrued interest receivable

INTERNAL AUDIT DEPARTMENTS . . . . . . . 9.67

INTERNAL CONTROL OVER FINANCIAL
REPORTING . . . . . . . . . . . . . . . . . . . . 5.58–.75

. Annual report requirements . . . . . . . . . . . 1.106,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.108–.117

. Audit relevance . . . . . . . . . . . . . . .5.59, 5.62–.63

. Auditor’s reports . . . . . . . . . . . . . . . . . . 23.25–.27

. Cash and cash equivalents . . . . . . . . . .6.36–.40

. Communication with those charged with
governance . . . . . . . . . . .5.70–.75, 23.25–.27

. Components . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.61

. Credit losses . . . . . . . . . . . . . . . . . . . . . . 9.69–.75

. Credit unions . . . . . . . . . . . . . . . . . . . . . . 2.61–.62

. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.60–.63

. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.50–.55

. Derivatives . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.13

. Equity and disclosure regarding capital
matters . . . . . . . . . . .17.98–.99, 17.110–.111

. Federal funds . . . . . . . . . . . . . . . . . . . . . 14.54–.58

. Importance . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.58

. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.33–.34

. Information technology
considerations . . . . . . . . . . . . . . . . . . . .5.64–.69

. Lending policies and procedures . . . . 8.08–.16

. Loan transfers and servicing . . . . 10.119–.125

. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .8.185–.198

. Mortgage companies and banking
activities . . . . . . . . . . . . . . . . . . . . . 17.110–.111

. Other assets, other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . .12.80–.82

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.58–.59

. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.60

. Real estate investments, real estate owned,
and other foreclosed assets . . . . . 11.58–.61

. Repurchase agreements . . . . . . . . . . 14.54–.58

. Risk assessment procedures . . . . . . . 5.58–.75

. SEC reports . . . . . . . . . . . . . . . . . . . . .1.108–.117

. Security investments . . . . . . . . . . . . .7.144–.154

. Substantive tests. See substantive tests

. Tests of controls. See tests of controls

. Trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . 21.19–.22
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INTERNAL REPLACEMENT
TRANSACTIONS . . . . . . . . . . . . . . 22.49–.50

INTERNAL REVENUE CODE
(IRC) . . . . . . . . . . . . . . . . . . . . . . . . . . 15.29–.30

INTERNAL REVENUE SERVICE (IRS). See also
income taxes . . . . . . . . . . . . . . . . . . . . . . . 2.20

INTERNATIONAL ISSUES . . . . . . . . . . . . . . . 7.60,
. . . . . . . . . . . . . . . . . . . . . . . . . 8.49–.50, 17.18

INTERNATIONAL SUPERVISION ACT
(1983) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.14

INTERNATIONAL SWAPS AND DERIVATIVES
ASSOCIATION MASTER
CONTRACTS . . . . . . . . . . . . . . . . . . . . . . .18.08

INTERNATIONALLY ACTIVE
BANKS . . . . . . . . . . . . . . . . . 8.49–.50, 17.18

INTRINSIC VALUE . . . . . . . . . . . . . . . . . . . . . . 18.41

INVENTORY LOANS . . . . . . . . . . . . . . . . . . . . . 8.27

INVESTMENT COMPANIES . . . . . . . . . . . . . . 3.07

INVESTMENT COMPANY ACT OF 1940 (1940
ACT) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.12

INVESTMENT CONTRACTS, INSURANCE
ACTIVITIES . . . . . . . . . . . . . . . . . . . . . . . . 22.48

INVESTMENT INCOME TO AVERAGE TOTAL
SECURITIES RATIO . . . . . . . . . . . . . . . . . .5.30

INVESTMENT VALUATION RESERVE, CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . .17.52

INVESTMENTS
. Cash flows from . . . . . . . . . . . . . . . . . . . .6.18–.22
. Fair value measurements and

disclosures . . . . . . . . . . . . . . . . . . . . . 20.37–.41
. Insurance company restrictions . . . . 22.51–.54
. Real estate. See real estate investments, real

estate owned, and other foreclosed assets
. Restrictions based on failure to meet capital

standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.52
. In securities. See securities

INVESTMENTS BY TYPE DIVIDED BY TOTAL
INVESTMENTS RATIO . . . . . . . . . . . . . . . 5.30

INVESTMENTS TO TOTAL ASSETS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

INVESTORS
. Asset servicing . . . . . . . . . . . . . . . . . . . . .4.36–.37
. Residential loan servicing . . . . . . . . . . . . . . . 4.32

IO SECURITIES. See interest-only (IO)
securities

IRA. See individual retirement accounts

IRC. See Internal Revenue Code

IRD. See Image Replacement Documents

IRR. See interest rate risk

IRS. See Internal Revenue Service

ISOLATION, TRANSFERRED FINANCIAL
ASSETS . . . . . . . . . . . . . . . 10.36, 10.39–.42

IT. See information technology

J

JOINT REGISTRAR TRANSFER
AGENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.10

JOINT VENTURES . . . . . . . . . . . . . . . . . 11.50–.55

JUNIOR LIENS . . . . . . . . . . . . . . . . . . . . . . . . . . .9.27

JUNIOR SUBORDINATED DEBT . . . . . . . . . .3.09

K

KEOGH ACCOUNTS . . . . . . . . . . . . . . . . . . . . 13.05

KICK-OUT RIGHTS . . . . . . . . . . . . . . . . . . . . 10.102

L

LARGE BANK PRICING RULE . . . . . . . 1.27–.29

LAWS AND LEGISLATION. See specific laws
or legislative acts

LEASE BROKERS . . . . . . . . . . . . . . . . . . . . . . . . 8.48

LEASE FINANCING
. Accounting standards . . . . . . . . . . 8.140, 15.55
. Allowance for. See allowance for loan and

lease losses (ALLL)
. Audit considerations . . . . . . . . . . . . . . . . . . . 8.217
. Capital lease obligations . . .12.02, 12.20–.21,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.24
. Direct lease financing . . . . . . . . . . . . . 8.44, 8.46
. Disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.169
. Financial statement disclosure . . . . . . . . . 8.169
. Leverage leasing . . . . . . . . . . . . . . . . . . . . . . . 8.47
. Loans . . . . . . . . . . . . . . . . . . . . . . 8.44–.48, 8.140
. Operating leases . . . . . . . . . . . . . . . . 8.45, 12.25
. Private company lessee and lessor, variable

interest entities . . . . . . . . . . . . . . . . . . . . . . 22.61
. Sale-leaseback transactions . . . . . . . . . . . .12.22
. Substantive tests . . . . . . . . . . . . . . . . . . . . . .8.217
. Transactional lease financing . . . . . . . . . . . . 8.48

LEASES STANDARD, NEW (FASB ASU NO.
2016-02) . . . . . . . . . . . . . . . . . . . . .Appendix F

LEGAL COUNSEL CONSULTATIONS . . . 14.58

LEGAL RISK . . . . . . . . . . . . . . . 7.71, 8.07, 18.12

LENDING LIMITS, DODD-FRANK
ACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.42–.47

LENDING PROCESS . . . . . . . . . . . . . . . . . . . . . 8.02

LETTERS. See communication

LETTERS OF CREDIT . . . . . . 8.17, 8.50, 8.178

LEVEL 1, 2, AND 3 INPUTS. See also fair
value measurements . . . . . . . . . 20.35–.37

LEVEL TERM INSURANCE . . . . . . . . . . . . . .22.04

LEVERAGE RATIO, CORPORATE CREDIT
UNION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.47

LEVERAGE REQUIREMENTS, UNDER
DODD-FRANK ACT . . . . . . . . . . . . . 1.34–.35

LEVERAGED LEASING . . . . . . . . . . . . .8.47, 9.59
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810 Depository and Lending Institutions

LEVERAGED LENDING . . . . . . . . . . . . . . . . . . .8.80

LIABILITIES. See also other assets, other
liabilities, and other investments

. Asset/liability management . . . . . . . . .5.43–.45,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.56

. Audit objectives for other . . . . . . . . . . . . . . 12.78

. Borrowings. See debt (institution’s borrowings)

. Contingent . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.240

. Contingent liabilities . . . . . . . . . . . . . . . . . . . 21.24

. Decrease in volume or level of activity
for . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.42–.46

. Deposits as. See also deposits . . . . . . . . .13.02

. Extinguishments of liabilities . . . . . . . 15.49–.50

. Fair value of. See also fair value
measurements . . . . . . . . . . . . . . . . . . 20.14–.20

. Insurance . . . . . . . . . . . . . . . . . . . . . .22.02, 22.07

. Limitations on . . . . . . . . . . . . . . . . . . . . . . . . . . 5.12

. Other liabilities, frequently cited . . . . . . . . 12.02

. Right of setoff . . . . . . . . . . . . . . . . . . . . . . . . .14.41

. Sale of financial assets . . . . . . . . . . . . . . . . 10.47

. Servicing . . . . . . . . . . . . . 10.51–.69, 10.89–.91

. Shareholders’ equity . . . . . . . . 5.30, 20.14–.20

LIABILITIES TO SHAREHOLDERS’ EQUITY
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

LIBOR (LONDON INTERBANK OFFERED
RATE) . . . . . . 18.33, 18.35, 18.37, 18.81

LIFE INSURANCE. See also other assets,
other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.01

LINES OF CREDIT . . . . . . . . . . . 8.17, 15.14–.16

LIP. See loans in process

LIQUIDITY . . . . . . . . . . . . . . . . . . . . . . . . . 2.23, 7.02

LIQUIDITY IN MARKET . . . . . . . . . . . . . . . . . . .7.25

LIQUIDITY LOANS . . . . . . . . . . . . . . . . . . . . . . . 8.17

LIQUIDITY RISK . . . . . . 5.50–.51, 7.71, 7.140,
. . . . . . . . . . . . . . . . . . . . . . . . 18.11, 18.73–.74

LITIGATION ALLOWANCE. See also other
assets, other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.02

LIVING TRUSTS . . . . . . . . . . . . . . . . . . . . . . . . 21.08

LOAN APPROVAL PROCESS . . . . . . . . . . . . .8.10

LOAN COLLECTION RISK. See also credit
losses . . . . . . . . . . . . . . . . . . . . . . . . . . 9.07–.09

LOAN COMMITMENTS
. Accounting standards . . . . . . . . . . . .8.145–.152
. Allowance for unfunded . . . . . . . . . . . . . . . . 12.02
. As derivative instrument . . . . . . . . . . . . . . .8.104,

. . . . . . . . . . . . . . . . . . . . . . . . 8.145–.150, 18.92
. Fair value option . . . . . . . . . . . . . . . . . . . . . . 18.93
. Fees . . . . . . . . . . . . . . . . . . . . .8.103–.104, 16.25
. Forward standby commitments . . . 8.149–.152
. Written . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.92

LOAN FILES . . . . . . . . . . . . . . . 8.15, 8.191–.196

LOAN INCOME TO AVERAGE NET LOANS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

LOAN LOSS RECOVERIES TO PRIOR-YEAR
WRITE-OFFS RATIO . . . . . . . . . . . . . . . . . 5.30

LOAN LOSSES, ALLOWANCE FOR. See
allowance for loan and lease losses
(ALLL)

LOAN MODIFICATION PROGRAMS . . . . . . 4.26

LOAN OFFICERS . . . . . . . . . . . . . . . . . . . . . . . . 8.11

LOAN REVIEW
. Auditor’s communication with . . . . . . . . . . . .9.67
. Collateral . . . . . . . . . . . . . . . . . . . . . . . 9.102–.104
. Credit losses . . . . . . . . . . . . . . . . . . . . . . 9.13–.15
. Exemptions . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.98
. Foreign loans . . . . . . . . . . . . . . . . . . . . . . . . . . .9.14
. Groups of loans . . . . . . . . . . . . . . . . . . . . 9.93–.94
. Independence of . . . . . . . . . . . . . . . . . . . . . . . .9.70
. Management controls . . . . . . . . . . . . . . 9.74–.75
. Process . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.13–.16
. Sample form . . . . . . . . . . . . . . Exhibit 9-2 at 9.99
. Substantial tests . . . . . . . . . . . . . . . . . . 9.95–.105

LOAN SYNDICATIONS . . . . . . . . . . . . . . . . . 10.07

LOAN-TO-VALUE (LTV) RATIO . . . . 8.57, 8.60,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.68

LOAN TRANSFERS AND
SERVICING . . . . . . . . . . . . . . . . . . 10.01–.127

. Accounting standards and financial
reporting . . . . . . . . . . . . . . . . . . . . . . 10.20–.113

. Advances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.58

. Asset-backed securitization . . . . . . . . . . . . 10.06

. Assets and liabilities . . . . . . . . . . . . . . 10.51–.69

. Audit considerations . . . . . . 5.11, 10.114–.127

. Authoritative guidance . . . . . . . . . . . . . . . . . 8.198

. Consolidation . . . . . . . . . . . . . . . . . . . .10.97–.113

. Financial assets . . . . . . . . . . . . . . . . . . .10.30–.42

. Financial statement disclosure . . . . . . . . .10.80,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.86–.96

. Held for sale . . . . . . . . . . 10.20–.29, 10.74–.78

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . 10.119–.125

. Loan participation . . . . . . 10.01, 10.03, 10.07,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.13

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 10.01–.08

. Recourse loans . . . . . . . . . . . . . . . . . . . 10.49–.50

. Regulatory matters . . . . . . . . . . . . . . . 10.09–.19

. Reporting requirements . . . . . . . . . . 1.118, 2.62

. Secured borrowings and
collateral . . . . . . . . . . . . . . . . . . . . . . . 10.70–.73

. Securitization. See securitization

. Servicing agreements . . . . . . . . . . . . . . . . . 10.08

. Servicing rights. See servicing rights

. Substantive tests . . . . . . . . . . . . . . .10.126–.127

. Tests of controls . . . . . . . . . . . . . . . 10.123–.124

. Variable interest entities . . . . . . . . . 10.97–.113

LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.01–.230
. Accounting standards . . . . . . . . . . . . . 8.90–.152
. Acquired with deteriorated credit

quality . . . . 7.125, 8.110–.122, 9.56, 19.21
. Allowance for loan losses. See allowance for

loan and lease losses (ALLL)
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LOANS—continued
. Analytical procedures . . . . . . . . . . . . . . . . . .9.109
. Audit considerations . . . . . . . . . . . . . 8.182–.230
. Bank Accounting Advisory Series

(OCC) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.88
. Cash receipts and cash payments from

acquisition and sales of . . . . . . . . . . . 6.23–.24
. Categories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.18
. Charge-offs and recoveries . . . . . . 9.53, 9.108
. Collateral. See collateral
. Collectively evaluated for

impairment . . . . . . . . . . . . . . . . . . . . . . . 9.17–.18
. Commercial, industrial, and agricultural. See

commercial, industrial, and agricultural loans
. Commercial real estate (CRE)

loans . . . . . . . . . . . . . . . . . . 8.51–.53, 8.57–.67
. Commitments . . . . . .8.103–.104, 8.145–.152,

. . . . . . . . . . . . . . . . . . . . . . . . . 16.25, 18.92–.93
. Construction loans . . . . . . . . .8.17, 8.52, 8.216
. Consumer. See consumer loans
. Consumer loans . . . . . . . . . . . . . . . . . . . .8.31–.39
. Correspondent concentration risks . . . . . . 8.79
. Credit cards . . . . . . . . . . . . . . . . . . . . . . . 8.76–.77
. Credit risk . . . . . . . . . . . . . . . . . . . . . . . . . 8.05–.07
. Credit strategy . . . . . . . . . . . . . . . . . . . . .8.03–.04
. Credit union lending restrictions . . . . . . . . . 8.83
. Debt securities acquired with deteriorated

credit quality . . . . . . . . . . . . . . . . . . .8.110–.122
. Delinquency fees . . . . . . . . . . . . . . . . . 8.97, 8.99
. Documentation policy . . . . . . . . . . . . . . . . . . . 9.33
. Documents . . . 8.15, 8.191–.196, 8.212–.215
. Fees, costs, discounts, and

premiums . . . . . . . 8.101–.109, 8.224, 16.25
. Financial statement presentation and

disclosure . . . .7.133, 8.153–.181, 9.53–.62
. Foreclosed assets . . . . . . . . . . . . . . . . . . . . .8.137
. Foreign. See foreign loans
. Guarantees. See guarantees
. Impaired loans . . . . . . . . . . 8.136, 8.164, 9.55,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.59–.60, 9.89
. Income recognition on problem

loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.81–.82
. Interest income . . . . . . . . . . . . . . . . . 8.95, 16.25
. Internal control over financial

reporting . . . . . . . . . . . . . . . . 8.15, 8.185–.198
. Involving more than one lender . . . . . . 8.55–.56
. Lease financing. See lease financing
. Lending arrangements . . . . . . . . . . . . . .8.17–.18
. Lending policies and procedures . . . . . . . . 8.02,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.08–.16, 9.71
. Lending statutes . . . . . . . . . . . . . . . . . . . . . . . .8.84
. Leveraged lending . . . . . . . . . . . . . . . . . . . . . . 8.80
. Loan files . . . . . . . . . . . . . . . . . 8.15, 8.191–.196
. Losses. See credit losses
. Modifications . . . . . . . . . . . . . 4.26, 8.71, 8.108,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.163–.166
. Nontraditional residential mortgage

products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.78
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.01
. Participation arrangements . . . . . . . . .8.55–.56,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.106–.107

LOANS—continued
. Prepayment fees . . . . . . . . . . . . . . . . . . . . . . . 8.98
. Prepayment penalties . . . . . . . . . . . . . . 8.98–.99
. Regulation O loans . . . . . . . . . . . . . . . . . 5.38–.39
. Regulatory matters . . . . . . . . . . . . . . . . . 8.57–.84
. Related-party transactions . . . . . . . . . . . . . 8.177
. Residential mortgage. See residential

mortgage loans
. Restructuring. See also troubled debt

restructurings (TDR) . . . . . . . . . . . . . . . . . 8.107
. Retail credit loans . . . . . . . . . . . . . . . . . . 8.68–.70
. Review. See loan review
. Secondary market . . . . . . . . . . . 4.01–.06, 4.08,

. . . . . . . . . . . . . . . . . . . . . . 4.11–.12, 10.02–.03
. Servicing. See loan transfers and servicing
. Substantive tests . . . . . . . . . 8.190, 8.199–.230
. Syndication lending arrangements . . .8.55–.56
. Trade financing . . . . . . . . . . . . . . . . . . . . 8.49–.50
. Transfers. See loan transfers and servicing
. Troubled debt restructurings . . . . . . . 8.71–.75,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.123–.138
. Understanding the entity and its

environment . . . . . . . . . . . . 8.185, 8.188–.189
. Uniform Commercial Code . . . . . . . . . . 8.85–.87

LOANS BY TYPE TO TOTAL LOANS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

LOANS IN PROCESS (LIP) . . . . . . . 8.225–.226

LOANS TO DEPOSITS RATIO . . . . . . . . . . . . 5.30

LOANS TO TOTAL ASSETS RATIO . . . . . . . 5.30

LOANS WITH RECOURSE, TRANSFERS AND
SERVICING . . . . . . . . . . . . . . . . . . . .10.49–.50

LONG-DURATION CONTRACTS . . . .22.14–.15

LONG-LIVED ASSETS
. To be disposed by sale . . . . . . . . . . . .11.24–.33
. To be held and used . . . . . . . . . . . . . . 11.34–.40
. Impairment . . . . . . . . . . . . . . . . . . . . 12.45, 12.59
. Initial measurement of foreclosed

property . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.17
. Of lessors subject to operating

leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.25
. Premises and equipment. See premises and

equipment
. Presentation when classified as

held-for-sale . . . . . . . . . . . . . . . . . . . . . . . . . 11.36
. Recoverability . . . . . . . . . . . . . 11.36, 12.20–.21

LONG-TERM DEBT . . . . 15.06–.08, 15.34–.39

LOOK-BACK PERIOD . . . . . . . . . . . . . . . . . . . . 9.17

LOSS
. Accrued loss contingencies . . . . . . . . . . . . 16.25
. Contingencies for . . . . . . . . . . . . . . . . . . 9.49–.52
. Credit losses contingencies . . . . . . . . .9.53–.54
. Loans classified as . . . . . . . . . . . . . . . 9.08, 9.11
. Swap contracts . . . . . . . . . . . . . . . . . . . . . . . 18.25

LOSS SHARING
TRANSACTIONS . . . . . . . . . . . . . . 23.35–.36

LOW-INCOME DESIGNATED CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . .17.55

LTV. See loan-to-value (LTV) ratio
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M

MAGNETIC INK CHARACTER RECOGNITION
(MICR) . . . . . . . . . . . . . . . . . . . . . 13.18, 13.32

MAJORITY-OWNED SUBSIDIARY . . . . . . .12.72

MANAGEMENT. See also those charged with
governance

. Allowance for loans. See allowance for loan
and lease losses

. Assertions . . . . . . . . . . . . . . . . . . . 5.21–.22, 5.37

. Auditor engagement terms . . . . . . . . . . . . . . 5.13

. Communication with . . . . . . . . . . . . . 5.149, 9.70

. Compliance with laws and regulations . . . 5.11,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.153

. Credit loss estimation
methodology . . . . . . . . . . . . . . . . . . . . . 9.04–.12

. Credit strategy . . . . . . . . . . . . . . . . . . . . . . . . . 8.03

. Defined as related party. See also related-party
transactions . . . . . . . . . . . . . . . . . . . . . . . . . . 5.36

. Discontinued foreclosures . . . . . . . . . . . . . 11.07

. Evaluation of substantial doubt . . . . . . . . . 5.174

. Going concerns, plans to continue
as . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.170–.171

. Investment oversight . . . . . . . . 7.70–.71, 7.150

. Loan evaluation . . . . . . . . . . . . . . . . . . . . . . . . .9.15

. Loan review controls . . . . . . . . . . . . . . . 9.74–.75

. Override of controls . . . . . . . . . . . . . 5.142–.143

. Reports from . . . . . . . . . . . . 1.97, 1.108, 1.117

. Representations by . . . . . . . . . . . . . . . . . . . . . 9.15

. Specialists for . . . . . . .5.116–.119, 11.66–.68,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.36–.37

. Subjective analysis by . . . . . . . . . . . . . . . . . 17.96

. Substantial doubt about entity’s ability to
continue as a going concern . . . . . 17.34–.35

. Written representations from . . . . . . . . . . 5.175,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.180–.189

MANAGEMENT RISK . . . . . . . . . . . . . . . . . . . . 8.07

MANAGEMENT’S DISCUSSION AND
ANALYSIS (MD&A) . . . . . . . . . . . . . . . . .18.91

MANDATORY REDEEMABLE PREFERRED
STOCK . . . . . . . . . . . . . . . . . . . . . . . . 17.22–.24

MARGINALLY CAPITALIZED CREDIT UNION
CLASSIFICATION . . . . . .2.39, 2.41, 17.64

MARK TO MARKET SECURITIES . . . . . . . 16.11

MARKET APPROACH VALUATION . . . . . .20.28

MARKET LIQUIDITY, PREPAYMENT . . . . . 7.25

MARKET PARTICIPANTS, FAIR VALUE
MEASUREMENTS AND
DISCLOSURES . . . . . . . . . . . . . . . . . . . . .20.08

MARKET PREMIUM, ESTIMATING . . . . . .20.47

MARKET RISK
. Capital requirement . . . . . . . . . . . . . . . . 1.76–.78
. Derivative instruments . . . . . . . . . . 18.11, 18.90
. Fair value measurements . . .20.21–.27, 20.59
. Repurchase agreements (repos) . . . 14.16–.18

MARKET RISK RULE (MRR) . . . . . . . . . 1.76–.78

MARKETING OREO RESIDENTIAL
PROPERTIES . . . . . . . . . . . . . . .11.11, 11.15

MASTER TRUSTS . . . . . . . . . . . . . . . . . . . . . . 21.11

MATERIAL MISSTATEMENTS, RISK OF
. At assertion level . . . . . . . . . . . . . . . . 5.07, 5.141
. Assessment of . . . . . . . . . . . . . . . . . . . . . 5.77–.81
. Audit considerations . . . . . . 5.124, 5.137–.143
. Auditor’s detection of . . . . . . . . . . . . 5.238–.239
. Business combinations . . . . . . . . . . . . . . . . 19.32
. Cash and cash equivalents . . . . . . . . . . . . . . 6.35
. Credit losses . . . . . . . . . . . . . . . . .9.64, 9.69–.70
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .15.59
. Depository institution regulation and

supervision . . . . . . . . . . . . . . . . . . . . . . . . . . 5.237
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.48–.49
. Due to fraud. See fraud, consideration of in

financial statement audit
. Equity and disclosure regarding capital

matters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.97
. Evaluation of misstatements identified during

audit . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.99–.101
. Expressing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.08
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . 14.49, 14.54
. Further audit procedures . . . . . . . . . . . 5.76–.98
. Identification of . . . . . . . . . . . . . . . . . . . . .5.79–.81
. Lending activities indicative of . . . . . . . . . .8.186
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .8.183–.185
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.79–.82
. At overall financial statement level . . . . . . 5.07,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.78, 5.82–.98
. Overall responses to . . . . . . . . . . . . . . . 5.83–.84
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.77
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.57–.61
. Regulatory matters indicative of . . . . . . . . 17.97
. Risk assessment procedures. See risk

assessment
. Security investments . . . 7.139, 7.144, 7.149,

. . . . . . . . . . . . . . . . . . 7.151–.152, 7.158–.159
. Special considerations . . . . . . . . . . . . . .5.80–.81
. Tolerable misstatement distinguished

from . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.19
. Trust and asset management

activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.18

MATERIAL WEAKNESS . . . . . . 5.63, 5.71–.72,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.74

MATERIALITY . . . . . . . . . . . . . . . 5.16–.20, 5.186

MATURITY FACTORING . . . . . . . . . . . . . . . . . .8.24

MBB. See mortgage-backed bonds

MBS. See mortgage-backed securities

MD&A. See Management’s Discussion and
Analysis

MEETING MINUTES . . . . . . . . . . . . . . . . . . . . . .5.35

MEETINGS, OF EXAMINERS WITH
INSTITUTIONS . . . . . . . 5.252–.253, 5.256
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MEMBERS’ EQUITY . . . . . . . . . . . . . . . .17.48–.54

MEMBERSHIP FIELDS . . . . . . . . . . . . . . . . . . . 2.03

MERGERS. See business combinations

MEZZANINE DEBT . . . . . . . . . . . . . . . . . . . . . 17.24

MICR. See magnetic ink character
recognition

MINIMAL NET WORTH CAPITAL
REQUIREMENTS . . . . . . . . . . . . . . 17.80–.81

MINIMALLY CAPITALIZED CREDIT UNION
CLASSIFICATION . . . . . .2.39, 2.41, 17.64

MINIMUM CAPITAL REQUIREMENTS. See also
net worth standard . . .2.06, 2.48, 17.69,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.81–.83

MINIMUM RATIO OF CAPITAL . . . . . . . . . . . 1.71

MINUTES AND BYLAWS, CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . 2.11–.17

MISAPPROPRIATION OF
ASSETS . . . . . . . . . . . . .Exhibit 5-1 at 5.257

MISSTATEMENTS. See material
misstatements, risk of

MMDA. See money-market deposit accounts

MODEL METHOD . . . . . . . . . . . . . . . . . . . . . . . . 1.43

MODEL RISK . . . . . . . . . . . . . . . . . . . 18.11, 18.75

MODERATELY CAPITALIZED CREDIT UNION
CLASSIFICATION . . . . . . . 2.39–.41, 17.64

MODIFICATIONS
. Debt (institution’s borrowings) . . . . . . . . . . 15.51
. Loans . . . . . . . .4.26, 8.71, 8.108, 8.163–.166
. Troubled debt restructurings . . . . . . . 8.71–.75,

. . . . . . . . . . . . . . . . . . 8.132–.133, 8.163–.166

MODIFIED OPINIONS . . . . . . . . . . . . . . 23.15–.21

MONETARY POLICY . . . . . . . . . . . . . . . . . . . . .6.06

MONEY LAUNDERING
PREVENTION . . . . . . . . . . . . . . . . . . . 1.20–.21

MONEY-MARKET DEPOSIT ACCOUNTS
(MMDA) . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.05

MONITORING, INTERNAL CONTROL . . . . 5.61

MORE LIKELY THAN NOT, DEFINED . . . 16.21

MORTGAGE-BACKED BONDS
(MBB) . . . . . . . . . 15.06, 15.21, 15.47–.48

MORTGAGE-BACKED SECURITIES
(MBS) . . . . . . . . . . . . . . . . . . . . . . . . . . 7.17–.36

. Accounting standards . . . . . . . 7.88, 10.20–.29

. Adjustable-rate mortgage . . . . . . . . . . . . . . . 7.27

. As asset-backed security . . . . . . . . . . . . . . . .7.16

. Collateral . . . . . . . . . . . . . . . . . . .7.17, 7.30, 7.32

. Collateralized mortgage obligations . . . . . 7.31,
. . . . . . . . . . . . . . . . . . . 7.51, 15.06, 15.26–.28

. Complex structures . . . . . . . . . . 7.20, 7.29–.31

. Credit risk . . . . . . . . . . . . . . . . . . . . . . . . . 7.21–.22

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.18

. Defined as structured credit product . . . . . 7.51

. Dollar-roll repurchase agreements . . . . . . 14.14

MORTGAGE-BACKED SECURITIES
(MBS)—continued

. Fair value . . . . . . . . . . . . . . . . . . . . . . . . .10.21–.25

. Financial statement disclosure . . . . . . . . . 7.130

. HFS. See held for sale

. History . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4.04

. Interest classes and interest-only (IO)
securities . . . . . . . . . . . . . . . . . . . . . . . . 7.35–.37

. Interest rate and prepayment risk . . . 7.23–.28

. Legal action against issuers of . . . . . . . . . . 4.19

. As mortgage swap . . . . . . . . . . . . . . . . . . . . 18.37

. Other forms . . . . . . . . . . . . . . . . . . . . . . . .7.29–.32

. Plain vanilla . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.17

. Real estate mortgage investment
conduits . . . . 7.31, 15.06, 15.29–.31, 15.54

. Repurchase agreements . . . . . . . 14.07, 14.09,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.14

. Risk analysis . . . . . . . . . . . . . . . . . . . . . . . 7.33–.34

. Risk characteristics . . . . . . . . . . . . . . . . 7.19–.20

. Secondary market . . . . . . . . . . . 4.01–.06, 4.08,
. . . . . . . . . . . . . . . . . . . . . . . . . . 4.11–.12, 10.02

MORTGAGE COMPANIES AND BANKING
ACTIVITIES . . . . . . . . . . . . . . . . . . . . . 4.01–.37

. Accounting and reporting
standards . . . . . . . . . . . . . . . . . . . . . . . . 4.16–.17

. Activities . . . . . . . . . . . . . . . . .4.12, 10.01, 17.80

. Asset servicing for investors . . . . . . . . 4.36–.37

. Audit objectives . . . . . . . . . . . . . . . . . . . . . . 17.106

. Audit planning . . . . . . . . . . . . . . . . . . 17.107–.109

. Business description . . . . . . . . . . . . . . . 4.01–.20

. Computer systems support . . . . . . . . . . . . . 4.20

. Equity and disclosure regarding capital
matters . . . . . . . . . . .17.80–.84, 17.106–.115

. Funding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.10

. Hedge accounting approach . . . . . . . . . . . 18.81

. HUD programs. See also U.S. Department of
Housing and Urban
Development . . . . . . . . . . . . . . . . . . . . . 4.33–.35

. Interest rate risk . . . . . . . . . . . . . . . . . . . . . . . .4.18

. Internal control over financial
reporting . . . . . . . . . . . . 10.121, 17.110–.111

. Loans. See residential mortgage loans

. Net worth standard . . . . . . . . . . . . . . . 17.81–.83

. Recourse risk . . . . . . . . . . . . . . . . . . . . . . . . . . 4.19

. Regulation and oversight . . . . . . . . . . . .4.21–.32

. Reporting considerations . . . . . . . . . . . 4.33–.37

. Substantive tests . . . . . . . . . . . . . . .17.112–.115

. Understanding activities . . . . . . . . . . . . . . 10.116

MORTGAGE LOANS. See residential
mortgage loans

MORTGAGE PARTNERSHIP FINANCE (MPF)
PROGRAM . . . . . . . . . . . . . . . . . . . . . . . . . . 4.09

MORTGAGE PURCHASE PROGRAM
(MPP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.09

MORTGAGE-REVENUE BONDS . . . . . . . . .15.06

MORTGAGE SERVICING ADVANCES . . . 12.01

MORTGAGE SERVICING ASSETS . . . . . . 12.12,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.28
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MORTGAGE SWAPS . . . . . . . . . . . . . . . 18.37–.38

MOST ADVANTAGEOUS
MARKET . . . . . . . . . . . . . . . . . . . . . . 20.04–.07

MRR. See Market Risk Rule

MULTIPLE COMMON BOND CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.03

MUNICIPAL OBLIGATIONS . . . . . . . . . . 7.08–.11

MUTUAL ENTITIES . . . . . . . . . . . . . . . . .19.22–.25

MUTUAL FUNDS. See also
securities . . . . . . . . . . . . . . . . . . 7.137, 21.13

N

NATIONAL ASSOCIATION OF FEDERAL
CREDIT UNIONS . . . . . . . . . . . . . . . . . . . . 2.16

NATIONAL CREDIT UNION ADMINISTRATION
(NCUA)

. Call Reports filed with . . . . . . . . . . . . . . . . . . . 2.57

. Corporate credit unions . . . . . . . . . . . . . . . . . 7.81

. Credit losses from credit unions . . . 9.34, 9.37

. Minimum capital requirements . . . . . . . . . .17.69

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 2.21–.23

. Prompt corrective action (PCA) . . . . . . . . 17.60,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.76

. Regular reserve (statutory reserve) . . . . . 17.48

. State credit unions . . . . . . . . . . . . . . . . . . . . 12.26

NATIONAL CREDIT UNION SHARE
INSURANCE FUND (NCUSIF) . . . . . . . 2.19,
. . . . . . . . . . . . . . . . . 9.34, 12.60–.66, 17.66

NATIONAL RATE, BROKERED
DEPOSITS . . . . . . . . . . . . . . . . . . . . . . . . . 13.37

NATURAL PERSON CREDIT UNIONS . . . .2.03,
. . . . . . . . . . . . . . 2.17, 2.24–.44, 17.56–.64

NCA. See nonperpetual capital accounts

NCUA. See National Credit Union
Administration

NCUSIF. See National Credit Union Share
Insurance Fund

NEGATIVE AMORTIZATION
MORTGAGES . . . . . . . . . . . . . . . . . . . . . . . .8.41

NET ASSET VALUE PER SHARE . . .20.37–.41,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.60

NET CASH FLOWS . . . . . . . . . . . . . . . . . . 6.25–.28

NET INCOME, UNREALIZED GAINS AND
LOSSES . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.106

NET INCOME TO AVERAGE CAPITAL
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

NET INCOME TO AVERAGE TOTAL ASSETS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

NET INTEREST INCOME MODELS . . . . . . . 5.46

NET OPERATING LOSSES
(NOL) . . . . . . . . . . . . . . . . . .16.09–.10, 16.36

NET WORTH, OF CREDIT UNION . . . . . . . . 2.25

NET WORTH STANDARD
. CUMAA provisions . . . . . . . . . 2.06, 2.24, 5.234
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . . . . 17.81–.83
. Natural person credit unions . . . . . . . . 2.24–.44
. Net worth classification . . . . . . . . . . . . 2.28–.34,

. . . . . . . . . . . . . . 2.43–.44, Exhibit 2-1 at 2.30
. Net worth ratio . . . . . . . . . . . . . . . . . . . . 2.25–.34,

. . . . . . . . . . . . . . . . . . . 2.43, Exhibit 2-1 at 2.30
. New credit unions . . . . . . . . . . . . . . . . . . 2.39–.42
. Noncompliance . . . . . . . . . . . . . . . . 2.44, 10.117
. Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . 2.27
. Risk-based net worth requirement . . . 2.28–.38
. Service organizations . . . . . . . . . 10.117, 17.83

NETTING AGREEMENTS . . . . . . . .18.08, 18.30

NEW CREDIT UNIONS . . . . . . . 2.24, 2.39–.42,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.55, 17.64

1934 ACT. See Securities Exchange Act
(1934 Act)

NO-BID OPTION . . . . . . . . . . . . . . . . . . . 10.16–.17

NOL. See net operating losses

NONACCRETABLE DIFFERENCE . . . . . . 8.114,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.119

NONACCRUAL POLICIES . . . . . . . . . . . 8.81–.82

NONCASH COLLATERAL . . . . . . . . . . . . . . .10.73

NONCASH INVESTING AND FINANCING
ACTIVITIES . . . . . . . . . . . . . . . . . . . . . 6.21–.22

NONCOMPLIANCE. See also material
misstatements, risk of . . . . . 2.44, 5.154,
. . . . . . . . . . . . . . . . . . . . . . 5.158–.162, 5.239

NONCONSOLIDATION OPINION . . . . . . . .10.40

NONDEFERRABLE EXPENSES . . . . .22.33–.38

NONDEPOSIT INVESTMENT PRODUCTS. See
also trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . . . .21.13

NONINTEREST-BEARING DEPOSITS . . . . .6.32

NONINTEREST INCOME TO TOTAL REVENUE
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

NONPERFORMANCE RISK . . . . . . . . . . . . . 20.18

NONPERPETUAL CAPITAL, CORPORATE
CREDIT UNION . . . . . . . . . . . . . . . . . . . . . .2.46

NONPERPETUAL CAPITAL ACCOUNTS
(NCA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.66

NONSUPERVISED MORTGAGEES . . . . . . . .4.33

NOTIFICATION TO LOCAL AUTHORITIES,
DISCONTINUED
FORECLOSURES . . . . . . . . . . . . . . . . . . .11.07

NOTIONAL AMOUNT . . .18.05, 18.20, 18.45,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.48

O

OCC. See Office of the Comptroller of the
Currency
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OFF-BALANCE-SHEET INSTRUMENTS
. Credit losses . . . 9.02, 9.21, 9.54, 9.57, 9.83
. Credit risk . . . . . . . . . . . . . . . . . . . . . . .8.175–.176
. Risk management . . . . . . . . . . . . . . . . . . . . . 18.55

OFFICE OF THE COMPTROLLER OF THE
CURRENCY (OCC). See also Federal
Interagency Regulations in
Pronouncements index

. Auditor liability advisory . . . . . . . . . . . . . . . . . 5.12

. Borrowings by savings institutions . . . . . .15.32

. Business combinations . . . . . . . . . 19.05, 19.07

. Capital requirement. See capital requirement

. Credit losses . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.23

. Credit risk classifications . . . . . . . . . . . . . . . .9.12

. Enforcement actions against
auditors . . . . . . . . . . . . . . . . . . . . . . . 1.102–.103

. Establishment . . . . . . . . . . . . . . . . . . . . . . . . . . 1.08

. Examinations. See examinations

. FFIEC membership . . . . . . . . . . . . . . . . . . . . . .1.11

. As independent bureau of Treasury
Department . . . . . . . . . . . . . . . . . . . . . . . . . . .1.09

. Loan transfers and servicing . . . . . . .10.09–.12

. OTS’s authority transferred to . . . . . . .1.55–.59

. Retail sales contracts . . . . . . . . . . . . . . . . . . . 8.34

. Role . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.08

. Rules and regulations . . . . . . . . . . 1.107, 21.12

. Savings associations audit rules . . . . . . . . . 1.94

. Stress tests . . . . . . . . . . . . . . . . . . . . . . . 1.66–.69

. Trust and asset management . . . . . 21.06–.07,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.12

OFFICE OF THRIFT SUPERVISION (OTS)
. Abolishment and integration

process . . . . . . . . . . . . . . . . . . . . . . . . . .1.55–.59
. Auditor liability advisory . . . . . . . . . . . . . . . . . 5.12
. Business combinations . . . . . . . . . . . . . . . . 19.07
. Credit losses . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.23
. Enforcement actions against

auditors . . . . . . . . . . . . . . . . . . . . . . . 1.102–.103
. Real estate lending standards . . . . . . . 8.57–.67
. Rules and regulations . . . . . . . . . . . . . . . . . .1.107

OFFSETTING
. Derivatives . . . . . . . . . . . . . . . . 14.40, 18.87–.89
. Fair value presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . 20.21–.27
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.39

ON-US CHECKS . . . . . . . . . . . . . . . . . . . . . . . .13.19

125 LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.41

OPEN ACCOUNTS . . . . . . . . . . . . . . . . . . . . . .13.09

OPERATING ACTIVITIES, CASH FLOW
FROM . . . . . . . . . . . . . . . . . . . . . . . . . . 6.15–.18

OPERATING CASH FLOW . . . . . . . . . . . . . . 10.81

OPERATING INCOME . . . . . . . . . . . . . . . . . . . .9.54

OPERATING LEASES . . . . . . . . . . . . .8.45, 12.25

OPERATING POLICIES . . . . . . . . . . . . . . . . . . .5.35

OPERATING STATISTICS . . . . . . . . . . . . . . . . 5.29

OPERATIONAL (TRANSACTION)
RISK . . . . . . . . . . . . . . . . . . . . . . . . . . 7.71, 8.07

OPINIONS
. Disclaimers of . . . . . . . . . . . . . . . . . 23.09, 23.21
. Modified opinions . . . . . . . . . . . . . . . . . 23.15–.21
. Not opinion on fair presentation of institution’s

regulatory reports . . . . . . . . . . . . . . . . . . . 17.91
. Opinion formation . . . . . 5.04, 5.37, 23.02–.04
. Qualified opinions . . . . . . . . . . . . . . . . . 23.18–.19
. Reporting considerations . . . . . . . . . . 23.05–.21
. Unmodified opinion . . . . . . . . . . . . . . . .23.05–.06
. Unqualified opinions in PCAOB

reports . . . . . . . . . . . . . . . . Appendix A at 23.38

OPTION-BASED DERIVATIVES . . . . . . . . . 18.16,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.40–.52

OPTION CONTRACTS . . . . . . . . . . . . . 18.40–.44

ORDERLY TRANSACTIONS . . . . 20.02, 20.42,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.46–.47

OREO. See other real estate owned

ORIGINATED MORTGAGE SERVICING
ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . .16.28

ORIGINATOR’S ACQUISITION COST . . . .10.29

OTC. See over-the-counter (OTC) derivatives

OTHER ASSETS, OTHER LIABILITIES, AND
OTHER INVESTMENTS . . . . . . . . 12.01–.91

. Accounting standards . . . . . . . . . . . . . 12.16–.76

. Asset retirement obligations . . . . . . . 12.53–.56

. Audit considerations . . . . . . . . . . . . . . 12.77–.91

. Contributed assets . . . . . . . . . . . . . . . .12.73–.76

. Credit union service
organizations . . . . . . . . . . . . . . . . . . . 12.67–.72

. Customers’ liabilities on
acceptances . . . . . . . . . . 12.09, 12.57, 12.89

. Exit or disposal activities . . . 12.02, 12.51–.52

. Federal Home Loan Banks or Federal Reserve
Bank stock . . . . . . .12.04, 12.27–.34, 12.84,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.25

. Financial statement presentation and
disclosure . . . . . . . . . . . . . . . . . . . . . . 12.49–.50

. Impairment of long-lived assets . . . . . . . . 12.45,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.59

. Intangible assets. See intangible assets

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 12.80–.82

. Mortgage servicing advances . . . . . . . . . . 12.58

. NCUSIF deposits . . . . . . . . . . . . 2.18, 12.60–.66

. Other investments . . . . . . . . . . . . . . . . 12.67–.72

. Premises and equipment . . . . . . .12.01, 12.03,
. . . . . . . . . . . . . . . . . . . . . 12.16–.26, 12.85–.86

. Regulatory matters . . . . . . . . . . . . . . . 12.11–.15

. Substantive tests . . . . . . . . . . . . . . . . . 12.83–.91

. Types of . . . . . . . . . . . . . . . . . . . . . . . . . 12.01–.10

OTHER COMPREHENSIVE
INCOME . . . . . . . . . . . . . . . . . . . . . . .17.08–.09

OTHER-MATTER PARAGRAPHS . . . . . . . . 23.14

OTHER REAL ESTATE OWNED
(OREO) . . . 11.01, 11.10–.13, 11.14–.16
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OTHER-THAN-TEMPORARY IMPAIRMENT
(OTTI) . . . . . . . . . . . . . . . . . . . . . . . . . 7.92–.103

. Authoritative guidance . . . . . . . . . . . . . . . . . . 7.92

. Available-for-sale securities . . . . . . . . . . . . . . 7.93

. Debt securities . . . . . . . . . . . . . . . . . . . 7.95–.102

. Decline in value of security . . . . . . . . . . . . .7.103

. Equity securities . . . . . . . . . . . . . . . . . . . . . . . . 7.94

. Fair value measurement and
disclosure . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.68

. Financial statement presentation and
disclosure . . . . . . . . . . . . . . . . . . . . . 7.126–.133

. Held-to-maturity securities . . . . . . . . . . . . . . . 7.93

. Mortgage-backed securities . . . . . . . . . . . . . 7.20

. Risk assessment procedures . . . . . . . . . . .7.144

OTS. See Office of Thrift Supervision

OTTI. See other-than-temporary impairment

OUTSIDE PROFESSIONALS. See specialists

OVER-THE-COUNTER (OTC)
DERIVATIVES . . . . . . . . 1.39, 16.17, 18.17

OVERADVANCES, IN FACTORING
ARRANGEMENTS . . . . . . . . . . . . . . . . . . . 8.25

OVERALL RESPONSES TO ASSESSED RISK
OF MATERIAL
MISSTATEMENTS . . . . . . .5.83–.84, 5.140

OVERDRAFT PROTECTION . . . . . . 8.39, 13.67

OVERDRAWN DEPOSIT ACCOUNTS . . . .13.42

OVERHEAD TO TOTAL REVENUE
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

OVERNIGHT INDEX SWAPS . . . . . . . . . . . . 18.39

OVERRIDE OF CONTROLS, BY
MANAGEMENT . . . . . . . . . . . . . . 5.142–.143

OWNERS, DEFINED AS RELATED PARTY. See
also related-party transactions . . . . . 5.36

P

P&A. See purchase and assumption (P&A)
transactions

PAID-IN CAPITAL (PIC) . . . . . . . . . . . . . . . . .17.06

PAR CAP PROVISIONS . . . . . . . . . . . . . . . . . 14.11

PARTICIPATING INTEREST . . . . . 10.43, 10.71

PARTICIPATING RIGHTS . . . . . . . . . . . . . . 10.102

PARTICIPATION LENDING
ARRANGEMENTS . . . . . . . . . . . . . . 8.55–.56,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.106–.107

PARTICIPATIONS PURCHASED . . . . . . . . 8.218

PASS RATINGS . . . . . . . . . . . . . . . . . . . . . . . . . . 9.11

PASS THROUGH SECURITIES. See
mortgage-backed securities

PATRIOT ACT. See USA-Patriot Act

PAYING AGENTS . . . . . . . . . . . . . . . . . . . . . . .21.10

PAYMENTS FUNCTION,
DEPOSITS . . . . . . . . . . . . . . . . . . . . .13.17–.32

PCA. See prompt corrective action

PCC. See perpetual contributed capital

PEER REVIEW . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.98

PENSION TRUSTS . . . . . . . . . . . . . . . . . . . . . .21.11

PENSIONS. See also related-party
transactions . . . . . . . . . 5.36, 12.01, 20.62

PERFORMANCE MATERIALITY . . . . . .5.19–.20

PERMITTED INVESTMENTS . . . . . . . . . . . . 15.30

PERPETUAL CONTRIBUTED CAPITAL
(PCC) . . . . . . . 2.28, 2.45–.46, 17.66–.67,
. . . . . . . . . . . . . . . . . . . . . . . . 23.12–.13, 23.33

PERPETUAL PREFERRED STOCK ISSUED TO
U.S. TREASURY . . . . . . . . . . . . . . . . . . . .17.25

PERSONAL BIAS, CREDIT LOSS
ESTIMATION . . . . . . . . . . . . . . . . . . . . . . . . 9.15

PERSONAL GUARANTEES FOR
LOANS . . . . . . . . . . . . . . . . . . . . . . .9.104–.105

PERSONAL TRUSTS . . . . . . . . . . . . . . . 21.08–.09

PERVASIVE, DEFINED . . . . . . . . . . . . . . . . . .23.19

PIC. See paid-in capital

PLAIN VANILLA MORTGAGE-BACKED
SECURITIES (MBS) . . . . . . . . . . . . . . . . . .7.17

PLANNED AMORTIZATION CLASS . . . . . . .7.29

PLANNING ACTIVITIES. See also audit
planning . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.14

PLEDGES OF COLLATERAL . . . . 10.70, 10.88

PO SECURITIES. See principal-only (PO)
securities

POINT ESTIMATE, MANAGEMENT . . . . . 7.159

POINTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.26

POLICY WRITING . . . . . . . . . . . . . . . . . . 22.08–.09

POOLED TRUST PREFERRED
SECURITIES . . . . . . . . . . . . . . . . . . . . 7.55–.59

PORTFOLIO MEASUREMENT
EXCEPTION . . . . . . . . . . . 20.21–.25, 20.27

PORTFOLIO PURCHASE
AGREEMENTS . . . . . . . . . . . . . . . . . . 8.28–.29

PORTFOLIO SEGMENTATION, ESTIMATED
ALLOWANCE FOR LOSSES . . . 9.07, 9.16

POSTRETIREMENT BENEFITS . . . . . . . . . .20.62

PPE. See property, plant, and equipment

PREFERRED STOCK . . . . . . . . . . . . . . 15.44–.45,
. . . . . . . . . . . 17.04–.05, 17.22–.24, 17.25

PREMISES AND EQUIPMENT
. Accounting standards . . . . . . . . . . . . . 12.16–.26
. Defined as other assets or other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.01
. Examples . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.03
. Financial statement presentation . . . . . . . 12.17
. Substantive procedures to test . . . . . . . . .12.85
. Substantive tests . . . . . . . . . . . . . . . . . 12.85–.86
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PREMIUM INCOME . . . . . . . . . . . . . . . . 22.13–.17

PREMIUMS . . . . . . . 7.107–.113, 8.224, 18.41

PREPAID PENSION ASSETS. See also other
assets, other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.01

PREPAYMENT AND PREPAYMENT
RISK . . . 4.17, 5.49, 7.23–.28, 8.98–.99,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.100, 10.48

PREPAYMENT PENALTIES . . . . . . . . . .8.98–.99

PRESENT VALUE TECHNIQUES . . . 20.31–.33

PRICE . . . . . . . . . 20.04–.07, 20.09, 20.46–.47

PRICE DISCOVERY, SERVICING
RIGHTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.15

PRICE RISK . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.11

PRICING SERVICE,
SECURITIES . . . . . . . . . . . . . . . . . 7.153–.154

PRIMARY BENEFICIARIES OF VARIABLE
INTEREST ENTITIES . . . . . . . 10.104–.106,
. . . . . . . . . . 10.109, 10.111, 10.112–.113

PRIMARY MORTGAGE MARKET . . . . . . . . . 4.01

PRINCIPAL MARKET . . . . . . .18.80, 20.04–.07

PRINCIPAL-ONLY (PO) SECURITIES . . . . 7.29,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.38–.41

PRIVATE COMPANIES
. Derivative considerations . . . . . . . . . . . . . . 18.81
. Electing to use standards as issued by the

private company alternative . . . . . . . . 10.108,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.12

. Electing to use standards as issued by the
private company council . . . . . 10.101, 12.35

. Variable interest entity lessee and
lessor . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .22.61

PRIVATE MORTGAGE
AGENCIES . . . . . . . . . . . . . . . . . . . . 10.18–.19

PROCESSING RISK . . . . . . . . . . . . . . . . . 5.56–.57

PROFESSIONAL ETHICS EXECUTIVE
COMMITTEE . . . . . . . . . . . . . . . . . . . . . . . . 5.12

PROFESSIONAL JUDGMENT . . . . . . . 5.17–.18,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.20, 5.26

PROFESSIONAL SKEPTICISM . . . . 5.126–.128

PROFIT
. Estimated, on insurance

activities . . . . . . . . . . . . . . . . . . . . . . . . 22.44–.50
. Residual, from real estate

investments . . . . . . . . . . . . . . . . . . . . . . . . . 8.140

PROFIT SHARING TRUSTS . . . . . . . . . . . . . 21.11

PROMPT CORRECTIVE ACTION (PCA)
. Banks and savings institutions . . . . . . 1.81–.91
. Complex credit unions . . . . . . . . 2.32–.33, 2.37
. Corporate credit unions . . . . . 2.49–.54, 17.76
. Credit union net worth standard . . . . . . . . . 2.44
. Credit unions . . . . . . . . . 2.06, 2.24–.44, 17.60
. Levels of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.86
. Regulation enforcement . . . . . . . . . . . . . . . 5.231

PROOF DEPARTMENT, PHYSICAL CHECK
PROCESSING . . . . . . . . . . . . . . . . . . . . . . 13.20

PROPERTY, PLANT, AND EQUIPMENT (PPE).
See also premises and
equipment . . . . . . . . . . . . . . . . . . . . . . . . .16.25

PROPERTY AND LIABILITY
INSURANCE . . . . . . . . . . . . . . . .22.02, 22.07

PROPERTY MANAGEMENT AGREEMENTS AS
PERSONAL TRUSTS . . . . . . . . . . . . . . . 21.08

PROPERTY TAXES . . . . . . . . . . . . . . . . . . . . . 11.48

PROPRIETARY TRADING . . . . . . . . . 1.41, 1.54,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.54

PUBLIC COMPANY ACCOUNTING OVERSIGHT
BOARD (PCAOB)

. Establishment . . . . . . . . . . . . . . . . . . . . . . . . . . 1.22

. Fair value guidelines . . . . . . . . . . . . . . . . . . . 20.68

. Independent public accountant
standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.98

. Inspections . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.98

. Security investments . . . . . . . . . . . . . . . . . . 7.163

. Unqualified opinions in PCAOB
reports . . . . . . . . . . . . . . . . Appendix A at 23.38

. Unqualified reports . . . . . . Appendix A at 23.38

PUBLIC ENTITY . . . . . . . . . . . . . . . . . .5.211, 7.11

PUBLICLY HELD COMPANIES, SECURITIES
LAW . . . . . . . . . . . . . . . . . . . . . . . . . . 1.13, 3.12

PURCHASE AND ASSUMPTION (P&A)
TRANSACTIONS . . . . . . .1.118, 23.35–.36

PURCHASED LOANS . . . . . . .8.218, 19.18–.20

PUSH DOWN ACCOUNTING . . . . . . . . . . . . 19.04

PUTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.118

Q

QUALIFIED FINANCIAL CONTRACTS (QFC).
See also repurchase agreements
(repos) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .14.26

QUALIFIED MORTGAGES . . . . . . . . . . . . . . .15.30

QUALIFIED OPINIONS . . . . . . . . . . . . . 23.18–.19

QUALITATIVE/QUANTITATIVE LOAN
IMPAIRMENT FACTORS . . . . . . . . 9.17–.18

QUALITY CONTROL STANDARDS,
GENERALLY OF
STATEMENTS . . . . . . . . . . . . . . . .Appendix D

QUOTED PRICES, PROVIDED BY THIRD
PARTIES, FAIR VALUE . . . . . . . . . . . . . 20.48

R

RATINGS
. Creditworthiness of institution’s debt . . . 15.05
. Loans . . . . . . . . . . . . . . . . . . . . . . . 9.08–.12, 9.70
. Residuals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.44
. Systems . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.228
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RATIOS
. Allowance for loan losses to classified loans

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. Allowance for loan losses to total loans

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. For analytical procedures . . . . . . . . . . . 5.29–.30
. Capital ratios . . . . . . . . . . . . . . . 1.71, 1.79, 5.30
. Classified loans to total loans ratio . . . . . . .5.30
. Debt service coverage ratio . . . . . . . . . . . . . 8.14
. Debt-to-equity ratio . . . . . . . . . . . . . . . . . . . . 15.02
. Investment income to average total securities

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. Investments by type divided by total

investments ratio . . . . . . . . . . . . . . . . . . . . . 5.30
. Investments to total assets ratio . . . . . . . . .5.30
. Key ratios for financial statement

audits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30
. Liabilities to shareholders’ equity ratio . . . 5.30
. Loan income to average net loans ratio . . .5.30
. Loan loss recoveries to prior-year write-offs

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. Loan-to-value (LTV) ratio . . . . . 8.57, 8.60, 8.68
. Loans by type to total loans ratio . . . . . . . . 5.30
. Loans to deposits ratio . . . . . . . . . . . . . . . . . 5.30
. Loans to total assets ratio . . . . . . . . . . . . . . 5.30
. Minimum ratio of capital . . . . . . . . . . . . . . . . .1.71
. Net income to average capital ratio . . . . . . 5.30
. Net income to average total assets

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. Net worth ratio . . . . . . . . . . . . . . . . . . . . 2.25–.34,

. . . . . . . . . . . . . . . . . . . 2.43, Exhibit 2-1 at 2.30
. Noninterest income to total revenue

ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .5.30
. Overhead to total revenue ratio . . . . . . . . . . 5.30
. Reserve ratio . . . . . . . . . . . . . . . . 1.17, 1.24–.25
. Tangible capital ratio . . . . . . . . . . . . . . . . . . . .1.83
. Tier 1 risk-based capital ratio . . . . . 1.54, 1.71,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.47, 17.41
. Total deposit interest expense to average total

deposits ratio . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

RBC. See risk based capital

RBNWR. See risk-based net worth
requirement

REAL ESTATE INVESTMENTS, REAL ESTATE
OWNED, AND OTHER FORECLOSED
ASSETS . . . . . . . . . . . . . . . . . . . . . . . 11.01–.73

. Accounting standards . . . . . . 8.139, 11.17–.29

. Audit considerations . . . . . . . . . . . . . . 11.56–.73

. Development costs . . . . . . . . . . . . . . . 11.46–.49

. Financial statement presentation and
disclosure . . . . . . . 11.17, 11.23, 11.30–.33,
. . . . . . . . . . . . . . . . . . . . . . . . . 11.39–.40, 11.43

. Foreclosed assets. See foreclosed assets

. Inherent risk . . . . . . . . . . . . . . . . . . . 11.59, 11.70

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 11.58–.61

. Investments in real estate . . . . . . . . .11.03–.04,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.41–.43

. Joint ventures . . . . . . . . . . . . . . . . . . . . 11.50–.55

. Lending standards . . . . . . . . . . . . . . . . . 8.57–.67

REAL ESTATE INVESTMENTS, REAL ESTATE
OWNED, AND OTHER FORECLOSED
ASSETS—continued

. Long-lived assets to be disposed by
sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.24–.33

. Long-lived assets to be held and
used . . . . . . . . . . . . . . . . . . . . . . . . . . . .11.34–.40

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.01

. Property taxes and insurance costs . . . . 11.48

. Real estate owned . . . . . . . . . . . . . 11.01, 11.06

. Regulatory matters . . . . . . . . . . . . . . . 11.05–.16

. Sales transactions . . . . . . . . . . . . . . . . 11.44–.45

. Substantive tests . . . . . . . . . . . . . . . . . 11.62–.73

. Temporary differences . . . . . . . . . . . . . . . . 16.25

. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.02–.04

. Valuation . . . . . . . . . . . . . . . . . . . . . . . . . 11.64–.71

REAL ESTATE LENDING
STANDARDS . . . . . . . . . . . . . . . . . . . 8.57–.67

REAL ESTATE MORTGAGE INVESTMENT
CONDUITS (REMIC) . . . . . . . . .7.31, 15.06,
. . . . . . . . . . . . . . . . . . . . . . . . 15.29–.31, 15.54

REAL ESTATE OWNED (REO) . . .11.01, 11.06

REAL ESTATE SETTLEMENT PROCEDURES
ACT OF 1974 (RESPA) . . . . . . . . . . . . . .8.84

REALIZED AND UNREALIZED GAINS AND
LOSSES . . . . . . . 7.104–.106, 7.132–.134,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.138

REASONABLE ASSURANCE . . . . . . 5.02, 5.05,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.155

REASONABLE PERIOD OF
TIME . . . . . . . . . . . . . . . . . . . . . . . . .5.165–.166

REBATES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.100

REBORROWING, DEMAND LOANS . . . . . 8.106

RECEIPTS OF ASSETS, TROUBLED DEBT
RESTRUCTURINGS . . . . . . . . . . . . . . . . 8.135

RECEIVABLES
. Charging off uncollectable . . . . . . . . . . . . . 8.156
. Foreclosed assets . . . . . . . . . . . . . . . . 11.20–.21
. Loans and trades . . . . . . . . . . . . . . . . 8.153–.156
. Nonaccrual and past due financing

receivables . . . . . . . . . . . . . . . . . . . . 8.157–.160
. Partial satisfaction of . . . . . . . . . . . . . . . . . . 8.137

RECEIVABLES PORTFOLIO PURCHASE
AGREEMENTS . . . . . . . . . . . . . . . . . . 8.28–.29

RECIPROCAL ACCOUNT BALANCES . . . . 6.31

RECONCILIATION REVIEW, AS INTERNAL
CONTROL . . . . . . . . . . . . . . . . . . . . . . . . . 15.62

RECORD KEEPING. See documentation and
record keeping

RECOURSE LIABILITIES . . . . . . . . . . . . . . . . 12.02

RECOURSE LOANS . . . . . . . . . . . . . . . .10.49–.50

RECOURSE RISK . . . . . . . . . . . . . . . . . . . . . . . . 4.19

RECOVERABILITY TESTING . . . . . . .11.35–.37,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.20–.21
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RECOVERIES AND CHARGE-OFFS,
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . .9.108

REDEEMABLE PREFERRED
STOCK . . . . . . . . . . . . . . . . . . . . . . . . 15.44–.45

REFINANCING . . . . . . . . . . . . . . . . . . . . . . . . . .8.107

REGISTRARS . . . . . . . . . . . . . . . . . . . . . . . . . . .21.10

REGULAR RESERVE (STATUTORY
RESERVE) . . . . . . . . . . . . . . . . . . . . .17.48–.49

REGULATION AND OVERSIGHT. See also
specific legislative acts and regulatory
institutions . . . . . . . .1.08–.91, 5.212–.257

. Anti-money laundering . . . . . . . . . . . . . . 1.20–.21

. Audit considerations . . . . . . . . . . . . . 5.212–.257

. Bank Accounting Advisory Series
(OCC) . . . . . . . . . . . . . . . . . . . . . . . . . . 7.82, 8.88

. Bank affiliates and holding companies . . . .1.19

. Brokered deposits . . . . . . . . . 5.242, 13.33–.38

. Business combinations . . . . . . . . . . . . 19.02–.07

. Capital requirement. See capital requirement

. Communication about possible fraud . . . 5.150

. Compliance with . . . . . . . . . .5.152–.162, 5.238

. Correspondence with regulators . . . . . . . . . 5.35

. Correspondent concentration risks . . . . . . 8.79

. Credit cards . . . . . . . . . . . . . . . . . . . . . . . 8.76–.77

. Credit losses . . . . . . . . . . . . . . . . . . . . . . 9.23–.38

. Credit unions . . . . . . . . . . 2.02, 2.18–.23, 2.51,
. . . . . . . . . . . . . 5.234–.236, 8.83, 13.38–.40

. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.32–.33

. Deposit insurance fund . . . . . . . . . . . . . 1.24–.30

. Derivative instruments . . . . . . . . . . . . .18.71–.78

. Economic issues . . . . . . . . . . . . . . . . 1.23, 20.68

. Enforcement . . . . . . . . . . . . . . . . . . . . 5.229–.236

. Engagement impact . . . . . . . . . . . . . . . . . . . 5.214

. Equity and disclosure regarding capital
matters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.94

. Error detection . . . . . . . . . . . . . . . . . . 5.238–.239

. Examinations . . . . . . . . . . . . . 5.35, 5.223–.228,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.248–.257

. Exclusion of deferred tax assets . . . 16.15–.16

. Finance companies . . . . . . . . . . . . . . . . .3.12–.14

. Foreign institution branch capital
disclosures . . . . . . . . . . . . . . . . . . . . . 17.84–.86

. Fraud detection . . . . . . . . . . . . . . . . . 5.238–.239

. Functional regulation . . . . . . . . . . . . . . . 1.18–.19

. Going concerns . . . . . . . . . . . . . . . . . 5.241–.242

. Gramm-Leach-Bliley Act . . . . . . . . . . . . . . . . . 1.18

. History and background . . . . . . . . . . . . 1.15–.23

. Income recognition on problem
loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.81–.82

. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.14–.17

. Insurance activities . . . . . . . . . . . . . . . . . . . . 22.11

. Lending statutes . . . . . . . . . . . . . . . . . . . . . . . .8.84

. Leveraged lending . . . . . . . . . . . . . . . . . . . . . . 8.80

. Loan transfers and servicing . . . . . . .10.09–.19

. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.57–.84

. Mortgage companies . . . . . . . . . . . . . . . 4.21–.32

. Nontraditional products . . . . . . . . . . . . . . . . . 8.78

. Objectives . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.217

REGULATION AND OVERSIGHT—continued
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.11–.15
. Overview . . . . . . . . . . . . . 1.08–.14, 5.212–.220
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.05–.16
. Real estate lending standards . . . . . . . 8.57–.67
. Regulatory authority . . . . . . . . . . . . . . . . 1.08–.14
. Repurchase agreements . . . . . . . . . . . . . . . 14.26
. Retail credit loans . . . . . . . . . . . . . . . . . . 8.68–.70
. Risks resulting from . . . . . . . . . . . . . . . . . . . . 5.03
. Rule making . . . . . . . . . . . . . . . . . . . . . 5.221–.222
. Securities . . . . . . . . . . . . . . 1.13, 1.19, 7.66–.82
. Troubled debt restructurings . . . . . . . 8.71–.75,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.123–.138
. Trust and asset management

activities . . . . . . . . . . . . . . . . .21.06, 21.13–.14
. Trust operation capital

disclosures . . . . . . . . . . . . . . . . . . . . . 17.87–.88
. Uniform Commercial Code (UCC) . . . . 8.85–.87

REGULATORY CAPITAL. See also capital
requirement . . . . . . . . . . . . . . . . . . . . . . . . 1.77

REGULATORY RISK . . . . . . . . . . . . . . . . . . . . . .8.07

REINSURANCE COMPANIES . . . . . . . . . . . 22.08

RELATED-PARTY TRANSACTIONS
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.36
. Financial statement disclosure . . . . . . . . . 8.177
. Review, federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.65
. Risk assessment procedures . . . . . . . 5.36–.39

REMIC. See real estate mortgage investment
conduits

RENEWALS, EXCESSIVE, CREDIT LOSS
ESTIMATION . . . . . . . . . . . . . . . . . . . . . . . . 9.15

RENTAL OF RESIDENTIAL OREO
PROPERTIES . . . . . . . . . . . . . . . . . .11.10–.13

REO. See real estate owned

REPORTS AND REPORTING. See also
disclosures; financial statements;
specific topics . . . . . . . . . . . . . . . . 23.01–.38

. Annual independent reporting . . . . . . 1.92–.117

. Auditor’s reports. See auditor’s reports

. Under FDI Act . . . . . . . . . . . . . . . . . . . . Appendix A

. Financial statements. See financial statements

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 23.25–.27

. Loss sharing transactions . . . . . . . . . 23.35–.36

. Members’ shares reported as equity . . . .23.24

. Opinions . . . . . . . . . . . . . . . . . . . . . . . . . .23.05–.21

. Small Business Lending Fund
reporting . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.37

. Special purpose framework, financial
statements prepared in accordance
of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.22–.23

. Supervisory committee audits . . . . . 23.28–.34

. Trust and asset management
activities . . . . . . . . . . . . . . . . . . . . . . . . 21.15–.16

. Unqualified opinions in PCAOB
reports . . . . . . . . . . . . . . . . Appendix A at 23.38
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REPURCHASE AGREEMENTS (REPOS). See
also cash and cash equivalents

. Accounting standards . . . . . . . . . . . . . 14.27–.39

. Audit considerations . . . . . . . . . . . . . . 14.48–.69

. Breakage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.14

. Business risk . . . . . . . . . . . . . . . . . . . . . . . . . .14.15

. Characteristics . . . . . . . . . . . . . . . . . . . . . . . .14.07

. Collateral risk . . . . . . 14.23–.25, 14.44, 14.66

. Credit risk . . . . . . . . . . . . . . . . . . . . . . . . 14.19–.22

. Debt, reclassified pledged assets . . . . . . 15.35

. Definitions . . . . . . . . . . . . . . . . . . 6.07, 14.04–.05

. Disclosures . . . . . . . . . . . . . . . . . . . . . . .14.40–.47

. Dollar-roll repurchase
agreements . . . . . . . . . . . . . .14.08–.12, 14.14

. Internal control . . . . . . . . . . . . . . . . . . . . . . . . 10.29

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 14.54–.58

. Market risk . . . . . . . . . . . . . . . . . . . . . . . 14.16–.18

. Offsetting . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.39

. Provide background on securities lending
transactions . . . . . . . . . . . . . . . . . . . . . . . . . 10.38

. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.01

. Regulatory matters . . . . . . . . . . . . . . . . . . . . 14.26

. Reverse repurchase agreements,
securities . . . . . . . 7.65, 14.05, 14.25, 14.39

. Rollovers and extensions . . . . . . . . . . . . . . 14.13

. Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.65

. Short-term collateralized financing . . . . . .10.88

. Substantive tests . . . . . . . . . . . . . . . . . 14.59–.69

REPURCHASE FINANCING . . . . . . . . 14.37–.38

REPURCHASE RISK . . . . . . . . . . . . . . . . . . . . . .4.19

REPURCHASE-TO-MATURITY
TRANSACTIONS . . . . . . . . . . . . . . . . . . . 14.06

REPUTATION RISK . . . . . . . . . . . . . . . . . . . . . . 5.51

RESERVES
. Corporate credit unions . . . . . . . . . . . 17.68–.69
. Credit unions . . . . . . . . . . . 9.35–.36, 17.48–.49
. Defined as cash and cash equivalents . . . .6.06
. Financial statement disclosure . . . . . . . . . . .6.30
. Ratio . . . . . . . . . . . . . . . . . . . . . . . . 1.17, 1.24–.25

RESIDENTIAL-MORTGAGE BACKED
SECURITIES (RMBS) . . . . . . . . .1.118, 4.07

RESIDENTIAL MORTGAGE
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . 8.40–.43

. Accounting standards . . . . . . . . . . . . 8.90, 8.92,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.20–.29

. Adjustable-rate mortgages . . . . . . . . . 7.26–.28,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.40–.41

. Allowance for loan losses . . . . . . . . . . . . . . . 8.78

. Audit considerations . . . . . . . . . . . . . 8.225–.226

. Commitments . . . . . . . . . . . . . . . . . . . 8.147–.148

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.40

. FHA loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.42

. Foreclosed guaranteed mortgage
loans . . . . . . . . . . . . . . . . . . . . . . . . 11.18, 11.21

. Foreclosures . . . . . . . . . . . . . . . . . . . . . . . . . .10.19

. HFS. See held for sale

. Junior liens . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.27

. Laws governing . . . . . . . . 2.01, 4.22–.23, 8.84

RESIDENTIAL MORTGAGE LOANS—continued
. Loan files . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.195
. Loans in process . . . . . . . . . . . . . . . . 8.225–.226
. Modification program . . . . . . . . . . . . . 4.26, 8.71
. Mortgage banking. See mortgage companies

and banking activities
. Nontraditional products . . . . . . . . . . . 4.24, 8.78
. Origination for sale . . . . . . . . . . . . . . . .10.04–.05
. Points . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.26
. Primary market . . . . . . . . . . . . . . . . . . . . . . . . . 4.01
. Regulation . . . . . . . . . . . . . . . . . . . . . . . . . 8.68–.70
. Reporting requirements . . . . . . . . . . 1.118, 2.62
. Secondary market . . . . . . . . . . . 4.01–.06, 4.08,

. . . . . . . . . . . . . . . . . . . . . . 4.11–.12, 10.02–.03
. Securitization . . . . . . . . . . . . . . . . . . . . . . . . . . .7.88
. Servicing. See loan transfers and servicing
. Sound business practices . . . . . . . . . . . . . .11.08
. Structures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.40
. Transfers. See loan transfers and servicing
. Types . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.41
. Veteran’s Administration . . . . . 8.42, 10.16–.17

RESIDENTIAL MORTGAGE
SERVICING . . . . . . . . . . . . . . . . . . . . . . . . 11.08

RESIDUAL PROFIT, FROM REAL ESTATE
INVESTMENTS . . . . . . . . . . . . . . . . . . . . .8.140

RESIDUALS . . . . . . . . . . . . . . . . . . .7.29, 7.42–.47

RESOLUTION PLANS, DODD-FRANK
ACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.60–.65

RESOLUTION TRUST CORPORATION
(RTC) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1.15

RESPA. See Real Estate Settlement
Procedures Act

RESTORATION PLAN . . . . . . . . . . . . . . . 1.24–.27

RESTRUCTURING. See also troubled debt
restructurings (TDR) . . . . . . .7.117, 8.107

RETAIL CREDIT LOANS . . . . . . . . . . . . . 8.68–.70

RETAIL SALES CONTRACTS . . . . . . . 8.33–.35,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.84–.87

RETAINED EARNINGS . . . . . . . . . . .2.45, 17.07,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.102

RETIREMENT ACCOUNTS . . . . . . 13.06, 13.08

RETIREMENT LIABILITIES . . . . . . . . . . . . . . 16.25

RETURN, COMPARED TO RISK . . . . . . . . . .7.02

REVENUE, TRUST DEPARTMENT . . . . . . 21.23

REVENUE RECOGNITION STANDARD, NEW
(FASB ASU NO. 2014-09) . . . .Appendix E

REVERSE MORTGAGES . . . . . . . . . . . . . . . . . .8.41

REVERSE REPURCHASE AGREEMENTS
(REVERSE REPOS) . . . . . . . . . .7.65, 14.05,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.25, 14.39

REVOLVING CREDIT
ARRANGEMENTS . . . . . . . .8.17, 8.36–.39,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.106

REVOLVING LOANS . . . . . . . . . . . . . . . . .8.26–.27
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RIGHTS
. To exchange, transferred financial

assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.36
. Kick-out rights . . . . . . . . . . . . . . . . . . . . . . . 10.102
. Participating rights . . . . . . . . . . . . . . . . . . . 10.102
. Right of setoff . . . . . . . . . . 14.39, 14.41, 18.87
. To servicing. See servicing rights

RISK
. Assessment of. See risk assessment
. Asset-quality risk . . . . . . . . . . . . . . . . . . . 5.52–.54
. Basis risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.11
. Business risk . . . . . . . . . . . . . . . . . 14.15, 17.108
. Collateral risk . . . . . . . 8.07, 14.23–.25, 14.44,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.66
. Compared to return . . . . . . . . . . . . . . . . . . . . .7.02
. Concentration risk . . . . . . . . 7.136, 8.07, 8.79,

. . . . . . . . . . . . . . . . . . . . . . . . 8.172–.174, 18.10
. Control risk . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.13
. Counterparty risk . . . . . . . . . . . 7.22, 20.21–.27
. Credit risk. See credit risk
. Derivatives . . . . . . . . . . . 18.05–.13, 18.53–.62,

. . . . . . . . . . . . . . . . . . . . . . . . 18.90, 18.98–.100
. Fiduciary risk . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.55
. Foreign exchange risk . . . . . . . . . . . . . . . . . . 8.07
. Insider risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.07
. Interest rate. See interest rate risk (IRR)
. Internal controls. See internal control over

financial reporting
. Legal risk . . . . . . . . . . . . . . . . . 7.71, 8.07, 18.12
. Liquidity risk . . . . . . . . . 5.50–.51, 7.71, 7.140,

. . . . . . . . . . . . . . . . . . . . . . . . . 18.11, 18.73–.74
. Loan collection risk . . . . . . . . . . . . . . . . .9.07–.09
. Management risk . . . . . . . . . . . . . . . . . . . . . . . 8.07
. Market risk. See market risk
. Of material misstatements. See material

misstatements, risk of
. Model risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.11
. Nonperformance risk . . . . . . . . . . . . . . . . . . 20.18
. Operational (transaction) risk . . . . . . 7.71, 8.07
. Prepayment risk . . . 5.49, 7.23–.28, 8.98–.99
. Present value techniques . . . . . . . . . . . . . . 20.33
. Price risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.11
. Processing risk . . . . . . . . . . . . . . . . . . . . 5.56–.57
. Recourse risk . . . . . . . . . . . . . . . . . . . . . . . . . . 4.19
. Repurchase agreements . . .14.15, 14.23–.25,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.44, 14.66
. Reputation risk . . . . . . . . . . . . . . . . . . . . . . . . . 5.51
. Settlement risk . . . . . . . . . . . . . . . . . . . . . . . .18.09
. Significant risks . . . . . . . . . . . 5.62, 5.193–.203
. Sovereign country risk . . . . . . . . . . . . . . . . . . 8.07
. Transfer risk . . . . . . . . . . . . . . . . . . . . . . . . . . 18.05
. Valuation risk . . . . . . . . . . . . . . . . . . . . . . . . . 18.11

RISK ANALYSIS, ASSET-BACKED
SECURITIES . . . . . . . . . . . . . .7.33–.34, 7.75

RISK ASSESSMENT . . . . . . . . . . . . . . . . .5.21–.98
. Additional guidance . . . . . . . . . . . . . . . . . . . . . 5.32
. Analytical procedures . . . . . . . . . . . . . . .5.28–.30
. Audit engagement team discussion . . . . . . 5.31
. Credit losses . . . . . . . . . . . . . . . . . . . . . . 9.64–.68
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.25

RISK ASSESSMENT—continued
. Design of further audit

procedures . . . . . . . . . . . . . . . . . . . . . . .5.76–.98
. Examination focus . . . . . . . . . . . . . . . . . . . . . 5.230
. Fraud consideration in financial statement

audit . . . . . . 5.133–.136, Exhibit 5-1 at 5.257
. Identifying and assessing risk of material

misstatement . . . . . . . . . . . . . . . . . . . . .5.77–.81
. Industry risk factors . . . . . . . . . . . . . . . . 5.40–.57
. Internal control. See internal control over

financial reporting
. Loan internal controls . . . . . . . . . . . . 8.219–.220
. Material misstatements. See material

misstatements, risk of
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.23–.27
. Portfolio segmentation estimated allowance for

losses . . . . . . . . . . . . . . . . . . . . . . . . . . 9.07, 9.16
. Procedures . . . . . . . . . . . . . . . . . . . . . . . . 5.23–.98
. Repurchase agreements . . . . . . . .14.44, 14.66
. Security investments . . . . . . . . . . . . . . .7.70–.71,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.139–.144
. Understanding the entity and its environment.

See understanding the entity and its
environment

. Use of assertions in . . . . . . . . . . . . . . . . 5.21–.22

RISK-BASED CAPITAL (RBC) . . . . . . . 1.34–.35,
. . . . . . . . . . . . . . . . . . . . . . . 1.74, 1.107, 2.24

RISK-BASED NET WORTH REQUIREMENT
(RBNWR) . . . . 2.27–.38, 2.43–.44, 17.48

RISK MANAGEMENT . . . . . . . . . . . . . . 18.55–.56

RISK MANAGEMENT ASSOCIATION . . . . . 3.11

RISK MITIGATION CREDIT . . . . . . . . . . 2.34–.35

RISK RATINGS, CONTROLS OVER . . . . . . .9.70

RMBS. See residential-mortgage backed
securities

ROLLFORWARD . . . . . . . . . . . . . . . . . . . . . . . . 1.133

ROLLOVER . . . . . . . . . . . . . . . . . . . . . . .8.17, 14.13

RTC. See Resolution Trust Corporation

RULE MAKING, OVERVIEW . . . . . . .5.221–.222

S

SA. See servicing assets

SAFE HARBOR FOR FINANCIAL
ASSETS . . . . . . . . . . . . . . . . . . . . . 1.53, 10.13

SAIF. See Savings Associations Insurance
Fund

SALE
. Financial assets . . . . . . . 10.43–.48, 10.92–.96
. Participating interest . . . . . . . . . . . . . . . . . . 10.43
. Repurchase agreements as . . . . . . . . . . . . 14.04
. Of securities. See sales or transfers of

securities
. True sale opinion . . . . . . . . . . . . . . . . . . . . . . 10.40

SALE-LEASEBACK TRANSACTIONS . . . .12.22
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SALES OR TRANSFERS OF SECURITIES
. Accounting and reporting . . . . . . . . 7.118–.125
. Acquired with deteriorated credit

quality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.125
. Audit considerations . . . . . . . . . . . . . . . . . . . 7.138
. Authoritative guidance . . . . . . . . . . . . . . . . . 7.117
. Borrowing and lending securities . . . . 7.63–.64
. Between categories . . . . . . . . . . . . . . . . . . . . 7.87
. Financial statement presentation and

disclosure . . . . . . . . 7.130–.131, 7.134–.135
. Held-to-maturity securities . . . . . . . .7.85, 7.135
. Marketable securities with put

arrangements . . . . . . . . . . . . . . . . . . . . . . . 7.118
. Repurchase agreements . . . . . . . . . . . . . . . . 7.65
. Short sales . . . . . . . . . . . . . . . . . . . . . 7.62, 7.121
. Trade date accounting . . . . . . . . . . . . . . . . .7.120
. Troubled debt restructurings . . . . 7.122–.124,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.138

SAMPLING BY CREDIT UNIONS
SUPERVISORY COMMITTEES . . . . . .13.64

SARBANES-OXLEY ACT (2002)
. Banking regulatory agency

regulations . . . . . . . . . . . . . . . . . . . . . . . . . . 1.107
. Credit union compliance . . . . . . . . . . . . . . . . 2.61
. Credit unions . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.20
. Finance companies . . . . . . . . . . . . . . . . . . . . . 3.12
. Mortgage companies . . . . . . . . . . . . . . . . . . . 4.21
. Scope . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.22
. SEC regulations . . . . . . . . . . . . . . . . . . . . . . . 1.105
. Section 404: Assessment of internal

control . . . . . . . . . . . . . . . . . . . . . . . . 1.108–.117

SATISFACTORY BANKS AND SAVINGS
INSTITUTIONS . . . . . . . . . . . . . . . . . . . . . 17.39

SAVINGS AND LOANS HOLDING COMPANIES
(SLHC). See also holding
companies . . . . . . . . . . . . . 1.54, 1.57, 1.94

SAVINGS ASSOCIATIONS INSURANCE FUND
(SAIF) . . . . . . . . . . . . . . . . . . . . . . . . . 1.15, 1.17

SAVINGS DEPOSITS . . . . . . . . . . . . . . . . . . . .13.05

SAVINGS INSTITUTIONS. See also banks and
savings institutions . . . . 1.15, 17.28–.37,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.41–.46

SBLF. See Small Business Lending Fund

SECOND-LIEN FIXED TERM MORTGAGE
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.41

SECONDARY MARKET . . . . . . .4.01–.06, 4.08,
. . . . . . . . . . . . . . . . . . . . 4.11–.12, 10.02–.03

SECURED BORROWINGS . . . . . . . . . 10.70–.73,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.87

SECURED PARTIES . . . . . . . . . . . . . . . . . . . . . .8.85

SECURITIES . . . . . . . . . . . . . . . . . . . . . . . 7.01–.163
. Accounting standards . . . . . . . . . . . . . 7.83–.125
. Asset-backed. See asset-backed securities
. Asset-backed securities . . . . . . . . . . . . 7.12–.49
. Audit considerations . . . . . . . . . . . . . 7.138–.163
. Banks and savings institutions . . . . 1.13, 1.19,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.67–.75

SECURITIES—continued
. Borrowing and lending . . . . . . . . . . . . . .7.63–.64
. Cash flows from purchases, sales, and

maturities . . . . . . . . . . . . . . . . . . . . . . . . 6.19–.20
. Cash receipts and cash payments from

acquisition and sales of . . . . . . . . . . . 6.23–.24
. Classification . . . . . . . . . . . . . . . 7.83–.91, 7.143
. Consolidation . . . . . . . . . . . . . . . . . . . . . . . . . 7.115
. Corporate credit union shares and

certificates . . . . . . . . . . . . . . . . . . . . . . . 7.79–.81
. Cost basis of debt security received in

restructuring . . . . . . . . . . . . . . . . . . . . . . . . 7.117
. Debt securities. See debt securities
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.11
. Equity securities. See equity securities
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . 7.126–.137
. Financing transactions . . . . . . . . . . . . . . . . . . 1.46
. Income tax treatment . . . . 7.89, 16.05, 16.11,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.28
. Internal control . . . . . . . . . . . . . . . . . . 7.144–.154
. Laws governing . . . . . . . . . . . . .1.13, 3.12, 4.21
. Liquidity compared to yield . . . . . . . . . . . . . . 7.02
. Management policies . . . . . . . . . . . . . . . . . . . 7.03
. Municipal obligations . . . . . . . . . . . . . . . 7.08–.11
. Mutual-investment funds . . . . . . . . . . . . . . . . .7.61
. Negotiable certificates of deposit . . . . . . . . 7.61
. Other-than-temporary

impairment . . . . . . . . . . . . . . . . . . . . . 7.92–.103
. Premiums and discounts . . . . . . . . . 7.107–.113
. Public entity . . . . . . . . . . . . . . . . . . . . . . . . . . .5.211
. Realized and unrealized gains and

losses . . . . . 7.89, 7.104–.106, 7.132–.134,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.138, 16.25

. Regulatory matters . . . . . . . . . . . . . . . . . 7.66–.82

. Repurchase agreements. See repurchase
agreements (repos)

. Risk compared to return . . . . . . . . . . . . . . . . 7.02

. Sales or transfers. See sales or transfers of
securities

. Structured credit. See structured credit
products

. Substantive tests . . . . . . . . . . . . . . . . 7.155–.163

. Troubled debt restructurings . . . . . 7.122–.124

SECURITIES ACT (1933 ACT) . . . . 1.13, 3.12,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.21

SECURITIES AND EXCHANGE COMMISSION
(SEC)

. Derivatives trading oversight . . . . . . . . . . . . 1.39

. Federal Home Loan Bank registration . . .12.27

. Independent public accountant
standards . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.98

. Market Risk Disclosure Rules . . . . . . . . . . .18.90

. Reporting requirements . . . . 1.13, 1.108–.117

. Sarbanes-Oxley implementation . . . . . . . .1.105,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.108–.117

SECURITIES EXCHANGE ACT (1934
ACT) . . . . . .1.13, 1.106–.107, 3.12, 4.21
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SECURITIES INDUSTRY AND FINANCIAL
MARKETS ASSOCIATION
(SIFMA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.36

SECURITIZATION
. Asset-backed. See asset-backed securities
. Authoritative guidelines . . . . . . . . . . . . . . . . 12.14
. Dodd-Frank Act . . . . . . . . . . . . . . . . . . . . 1.48–.53
. Finance companies . . . . . . . . . . . . . . . . . . . . . 3.10
. Mortgage loans . . . . . . . . . . . . . . . . . . .4.08, 7.88
. Purpose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.06
. Safe harbor protection . . . . . . . . . . . . . . . . .10.13

SEGMENT REPORTING . . . . . . . . . . . . . . . . .5.210

SEGREGATED ASSETS . . . . . . . . . . . . . . . . . 15.26

SELF-DEALING, CREDIT LOSS
ESTIMATION . . . . . . . . . . . . . . . . . . . . . . . . 9.15

SELF-EMPLOYED PERSON (SEP)
ACCOUNTS . . . . . . . . . . . . . . . . . . . . . . . . 13.08

SENIOR DEBT . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.09

SENIOR/SUB SECURITIES . . . . . . . . . . 7.48–.49

SENIOR SUBORDINATED DEBT . . . . . . . . . .3.09

SEP ACCOUNTS. See self-employed person
(SEP) accounts

SERVICE CHARGE INCOME . . . . . . . . . . . . 13.66

SERVICE ORGANIZATIONS
. Audit considerations . . . . . . . 5.11, 5.120–.122
. Credit unions . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.62
. Fair value measurement of investment

securities . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.153
. Fiduciary responsibility . . . . . . . . . . . . . . . 10.117
. Internal control . . . .5.67, 8.198, 8.218, 15.63
. Loan transfer. See loan transfers and servicing
. Net worth requirements . . . . . . . 10.117, 17.83
. Reporting requirements . . . . . . . . . . 1.118, 2.62

SERVICING AGREEMENTS FOR
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . .10.08

SERVICING ASSETS (SA) . . . . . . . . . 10.51–.69,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.01, 19.27

SERVICING LIABILITIES . . . . . . . . . . . . . . . . 12.02

SERVICING MORTGAGES, INTANGIBLE
BENEFITS . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.13

SERVICING OF LOANS. See loan transfers
and servicing

SERVICING RIGHTS
. As an asset . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.52
. Bulk transfers . . . . . . . . . . . . . . . . . . . . . . . . . 10.60
. Delay in actual delivery of the loan portfolio to

be serviced . . . . . . . . . . . . . . . . . . . . . . . . . 10.66
. Purchase of . . . . . . . . . . . . . . . . . . . .10.52, 10.63
. Sale of . . . . . . . . . . . . . . . . . . . . . . . . 10.52, 10.61
. Subservicing contracts . . . . . . . . . . . . 10.65–.66
. Temporary subservicing contracts . . . . . 10.65
. Transfer of . . . . . . . . . . . . . . . . . . . . . . . 10.59–.69

SETTLEMENT DATES,
REPURCHASE-TO-MATURITY
TRANSACTIONS . . . . . . . . . . . . . . . . . . . 14.06

SETTLEMENT LOSS ALLOWANCE. See also
other assets, other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.02

SETTLEMENT RISK . . . . . . . . . . . . . . . . . . . . 18.09

SHARE ACCOUNT DEPOSITS . . . . . . . . . . 13.01

SHAREHOLDERS’ EQUITY . . . . . . . . 20.14–.20,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.62

SHORT-DURATION
CONTRACTS . . . . . . . . . . . . . . . . . . 22.14–.17

SHORT SALES . . . . . . . . . . . . . . . . . . . 7.62, 7.121

SHORT-TERM DEBT . . . . . . . . . . . . . . . 15.10–.31
. Bankers’ acceptances . . . . . . . . . . . . .15.19–.20
. Collateralized financing . . . . . . . . . . . . . . . . 10.88
. Collateralized mortgage

obligations . . . . . . . . . . . . . . . . . . . . . . 15.26–.28
. Commercial paper . . . . 3.09, 7.61, 15.12–.13
. Federal funds. See federal funds
. Federal Home Loan Banks advances . . . 15.17
. Federal Reserve discount windows . . . . . 15.17
. Finance subsidiary securities . . . . . . 15.22–.25
. Financial statement presentation and

disclosure . . . . . . . . . . . . . . . . . . . . . . 15.34–.39
. Institution’s borrowings . . . . . . . . . . . .15.10–.31
. Lines of credit . . . . . . . . . . . . . . 8.17, 15.14–.16
. Mortgage-backed bonds . . . . . . . 15.06, 15.21,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.47–.48
. Real estate mortgage investment

conduits . . . . . . . . . . . 7.31, 15.29–.31, 15.54
. Repos. See repurchase agreements
. Treasury tax and loan note accounts . . . 15.18

SIFMA. See Securities Industry and Financial
Markets Association

SIGNIFICANT RISKS . . . 5.62, 5.80–.81, 5.90,
. . . . . . . . . . . . . . . . . . . . . . . . 5.93, 5.193–.203

SIGNIFICANTLY UNDERCAPITALIZED BANKS
AND SAVINGS
INSTITUTIONS . . . . . . . . . . 1.85–.86, 17.43

SIGNIFICANTLY UNDERCAPITALIZED CREDIT
UNION CLASSIFICATION . . . . . 2.38, 2.50,
. . . . . . . . 2.53, 17.63, Exhibit 2-1 at 2.30

SIMULATION MODELS . . . . . . . . . . . . . . . . . . .5.46

SINGLE COMMON BOND CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.03

SLOW-PAY GINNIE MAE
CERTIFICATES . . . . . . . . . . . . . . . . . . . . .14.35

SMALL BUSINESS LENDING FUND
(SBLF) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.37

SOFTWARE DEVELOPED FOR INTERNAL
USE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12.23

SOVEREIGN COUNTRY RISK . . . . . . . . . . . . 8.07

SPE. See special-purpose entities

SPECIAL-MENTION LOANS . . . . . . . . . 9.09–.11

SPECIAL-PURPOSE ENTITIES (SPE) . . . . . 7.31
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SPECIAL PURPOSE FRAMEWORK, FINANCIAL
STATEMENTS PREPARED IN
ACCORDANCE OF . . . . . . . . . . . . 23.22–.23

SPECIALISTS
. Auditor’s specialists . . . . . . . . . . . . . 5.110–.115,

. . . . . . . . . . . . . . . . . . 19.35–.40, 20.65, 20.68
. Credit loss estimation . . . . . . . . . . . . . . 9.86–.92
. Fair value assessments . . . . . . . . . . . . . . . . 8.230
. Information technology . . . . . . . . . . . . . . . . . .5.68
. Management’s specialists . . . . . . . 5.116–.119,

. . . . . . . . . . . . . . . . . . . . . 11.66–.68, 19.36–.37
. Real estate valuations . . . . . . . . . . . . . 11.66–.68
. Security investments . . . . . . . . . . . . .7.141–.142

SPECIFIC CHARGEOFF METHOD . . . . . . .16.07

SPECULATION . . . . . . . . . . . . . . . . . . . . . . . . . 18.54

STABILIZATION FUND . . . . . . . . . . . . . . . . . .12.66

STANDBY COMMITMENTS . . . . . . .8.149–.152

STANDBY LETTERS OF CREDIT . . . . . . . . 8.50,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.178

STATE AND FEDERAL SAVINGS
ASSOCIATIONS . . . . . . . . . . . . . . . . .7.76–.78

STATE-CHARTERED CREDIT UNIONS
. Audit requirements . . . . . . . . . . . . . . . . . . . . . 2.59
. Capital adequacy . . . . . . . . . . . . . . . . . . . . . . . 2.27
. Net worth classification . . . . . . . . . . . . . . . . . 2.45
. Regulation and oversight . . . 2.02, 2.19, 2.21,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.80

STATE CREDIT UNIONS . . . . . . . . . . . . . . . . 12.26

STATE LAWS AND REGULATIONS
. Conference of State Bank Supervisors . . . 1.09
. Credit unions . . . . . . . . . . . . . . . . .2.18–.20, 2.21
. Insurance activities . . . . . . . . . . . . . . 1.19, 22.55
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.84–.87
. Mortgage loans . . . . . . . . . . . . . . . . . . . . 4.22–.23
. Trusts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.06

STATEMENT OF CASH FLOWS. See cash flow
statements

STATEMENT OF FINANCIAL POSITION. See
balance sheets

STATEMENTS ON QUALITY CONTROL
STANDARDS, OVERVIEW
OF . . . . . . . . . . . . . . . . . . . . . . . . . . . Appendix D

STATUTORY RESERVE. See regular reserve

STOCK. See equity securities

STOCK OPTIONS . . . . . . . . . . . . . . . . . . . . . . .20.62

STRESS TESTING . . . . . . . . . . . . 1.66–.69, 8.78

STRUCTURED CREDIT
PRODUCTS . . . . . . . . . . . . . . . . . . . . . 7.50–.59

. Authoritative guidance . . . . . . . . . . . . . . 7.72–.73

. Collateral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.59

. Collateralized mortgage obligations . . . . . 7.31,
. . . . . . . . . . . . . . . . . . . 7.51, 15.06, 15.26–.28

. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.51

. MBS. See mortgage-backed securities

. Pooled trust preferred securities . . . . 7.55–.59

. Structured notes . . . . . . . . . . . . . . . . . . . . . . . 7.52

. Trust preferred securities . . . . . . . . . . .7.53–.54

STRUCTURED FINANCING . . . . . . . . .15.24–.25

STRUCTURED NOTES . . . . . . . . . . . . . . . . . . . 7.52

STUDENT LOANS . . . . . . . . . .1.118, 2.62, 5.11

SUBORDINATED DEBT . . . . . . 7.48–.49, 15.32

SUBPRIME MORTGAGE LENDING . . . . . . .4.25,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.78

SUBSIDIARIES . . . . . 15.22–.25, 17.10, 20.62

SUBSIDIARY RECORDS AND
RECONCILIATIONS . . . . . . . . 8.207, 13.58

SUBSTANDARD LOAN
CLASSIFICATION . . . . . .8.228, 9.08, 9.11

SUBSTANDARD LOAN RENEWAL . . . . . . . .8.73

SUBSTANTIAL DOUBT, ABOUT ENTITY’S
ABILITY TO CONTINUE AS A GOING
CONCERN . . . . . . . . . . 5.165–.174, 5.176,
. . . . . . . . . . . . . . . . . . . 17.34–.35, 23.08–.09

SUBSTANTIVE TESTS
. Of account activity . . . . . . . . . . . . . . . . 21.26–.29
. Allowance for loan and lease

losses . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.79–.82
. Analytical procedures. See analytical

procedures
. Business combinations . . . . . . . . . . . . . . . . 19.33
. Cash and cash equivalents . . . . . . . . . .6.41–.42
. Credit losses . . . . . . . . . . . . . . . . . . . . . 9.76–.112
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.64–.77
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.56–.70
. Design and performance . . . . . . . . . . . .5.91–.97
. Equity and disclosure regarding capital

matters . . . . . . . . . . . . . . . . . . . . . . 17.100–.105
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . .14.59–.69
. Financial statement audits, related

to . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.23–.24
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.35–.36
. Loan transfers and servicing . . . . 10.126–.127
. Loans . . . . . . . . . . . . . . . . . . . 8.190, 8.199–.230
. Mortgage companies and banking

activities . . . . . . . . . . . . . . . . . . . . . 17.112–.115
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . .12.82–.91
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . 5.85–.86
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.62–.73
. Securities . . . . . . . . . . . . . . . . . . . . . . . 7.155–.163
. Trust and asset management

activities . . . . . . . . . . . 7.161–.162, 21.21–.30

SUBSTITUTE CHECKS . . . . . . . . . . . . . 13.30–.32

SUPERVISION . . . . . . . . . . . .5.237, 8.11, 11.13

SUPERVISORY COMMITTEES
. Audits and reporting . . . . . . . . . . . . . . 23.28–.34
. Credit unions . . . . . . . . . . . .2.08–.09, 2.26–.27,

. . . . . . . . . . . . . . . . . . . . 2.58–.59, 5.11, 13.64

SUPPLEMENTARY CAPITAL . . . . . . . . . . . . . 2.45
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SUPPLEMENTARY
INFORMATION . . . . . . . . . . . . . . 5.190–.192,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.76–.77

SUSPENSE ACCOUNTS . . . . . . . . . . . . . . . . 12.91

SWAPATIONS . . . . . . . . . . . . . . . . . . 18.44, 18.50

SWAPS
. Basis swaps . . . . . . . . . . . . . . . . . . . . . . . . . . 18.33
. Cleared swaps . . . . . . . . . . . . . . . . . . . . . . . . . 1.39
. Clearinghouse for swap contracts . . . . . . 18.25
. Commodity swaps . . . . . . . . . . . . . . . . . . . . .18.36
. Credit default swaps . . . . . . . . . . . . . . . 1.39–.41
. Credit risk . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.30
. Debt-equity swaps . . . . . . . . . . . . . . . 8.142–.143
. Equity swaps . . . . . . . . . . . . . . . . . . . . . 18.34–.35
. Fair value measurements . . . . . . . 18.38, 18.81
. Fixed-rate-currency swaps . . . . . . . . . . . . . 18.32
. Foreign-currency swaps . . . . . . . . . . . . . . . 18.31
. Hedge accounting approaches . . . . . . . . . 18.81
. Index amortizing swaps . . . . . . . . . . . . . . . . 18.69
. Interest-rate swaps . . . . . . . . . . . . . . . .18.26–.28
. Mortgage swaps . . . . . . . . . . . . . . . . . . 18.37–.38

SYNDICATION LENDING
ARRANGEMENTS . . . . . . . . . . . . . . .8.55–.56

T

T-BILLS. See Treasury bills

T-BONDS. See Treasury bonds

T-NOTES. See Treasury notes

TANGIBLE CAPITAL RATIO . . . . . . . . . . . . . . 1.83

TANGIBLE EQUITY . . . . . . . . . . . . . . . . . . . . . . .1.83

TARGETED AMORTIZATION CLASS . . . . . .7.29

TARP. See Trouble Asset Relief Program

TAX BAD-DEBT DEDUCTIONS . . . . . 16.06–.08

TAXATION. See income taxes; property taxes

TDR. See troubled debt restructurings

TEASER RATES . . . . . . . . . . . . . . . . . . . . . . . . . .7.27

TEMPORARY CORPORATE CREDIT UNION
STABILIZATION FUND (STABILIZATION
FUND) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.66

TEMPORARY DIFFERENCES, INCOME
TAXES . . . . . . . . . . . . 16.24–.26, 16.29–.30

TERM INSURANCE . . . . . . . . . . . . . . . . . . . . . 22.04

TERM LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.17

TERMS OF ENGAGEMENT . . . . . . . . . . 5.10–.13

TESTAMENTARY TRUSTS . . . . . . . . . . . . . .21.08

TESTS OF CONTROLS
. Cash and cash equivalents . . . . . . . . . .6.39–.40
. Credit losses . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.73
. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.62–.63
. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . 13.54–.55
. Design and performance of . . . . . . . . . 5.87–.90
. Federal funds and repurchase

agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.57

TESTS OF CONTROLS—continued
. Income taxes . . . . . . . . . . . . . . . . . . . . . 16.35–.36
. Loans . . . . . . . . . . . . . . . . . . . . . . . . . . 8.196, 9.70
. Other assets, other liabilities, and other

investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.82
. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.87
. Possible tests of controls. See internal control

over financial reporting
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.62–.73
. Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7.152
. Substantive. See substantive tests
. Transfers and servicing . . . . . . . . .10.123–.124

TESTS OF VALUATION . . . . . . . . . . . . . . . . . 15.68

THIRD PARTIES . . . . 20.19, 20.48, 20.66–.67

THOSE CHARGED WITH GOVERNANCE. See
also management

. Communication with . . . . . . . . . 1.98, 5.70–.75,
. . . . . . . . . . . . . . . . . . 5.149, 9.111, 23.25–.27

. Compliance . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.153

. Written representations from . . . . . . . . . . 5.175,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.180–.189

THREE-PARTY PAPER . . . . . . . . . . . . . . 8.33–.35

THRIFT INDUSTRY. See also banks and
savings institutions . . . . . . 1.15, 1.55–.59

TIER 1 CAPITAL
. Basel III regulations . . . . . . . . . . . . . . . . . . . .12.12
. Capital requirement . . . . . . . . 1.71, 1.77, 1.80,

. . . . . . . . . . . . . . . . . . . . 1.82–.83, 1.86, 17.41
. Compared to core capital . . . . . . . . . . . . . . . 1.82
. Corporate credit union . . . . . . . . . . . . . . . . . . 2.45
. Deductions of certain assets from . . . . . . . 1.80
. Minority interest in consolidated

subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . 17.10
. Prompt corrective action . . . . . 1.82–.83, 1.86
. Trust preferred securities . . . . . . . . . 17.17–.19

TIER 1 RISK-BASED CAPITAL RATIO . . . .1.54,
. . . . . . . . . . . . . . . . . . . . . . . 1.71, 2.47, 17.41

TIER 2 CAPITAL . . . . . . . . . . . . . . . . . . . . . . . . . 1.77

TIME DEPOSITS . . . . . . . . . . . . . . . . . . . 13.06–.10

TIME LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.17

TIME VALUE . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.41

TOLERABLE MISSTATEMENT . . . . . . . . . . . 5.19

TOTAL ASSETS, CREDIT UNIONS . . . . . . . 2.26

TOTAL DEPOSIT INTEREST EXPENSE TO
AVERAGE TOTAL DEPOSITS
RATIO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.30

TOTAL RETURN SWAPS. See equity swaps

TOTAL RISK-BASED CAPITAL RATIO . . . . 2.47

TPS. See trust preferred securities

TRADE DATE ACCOUNTING . . . . . . . . . . . .7.120

TRADE FINANCING . . . . . . . . . . . . . . . . . 8.49–.50

TRADING SECURITIES, DEFINED . . . . . . . . 7.83

TRANCHES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.32
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TRANSACTION ACCOUNTS . . . . . . . . . . . . 13.04

TRANSACTION PRICE IN PRINCIPAL
MARKET . . . . . . . . . . . . . . . . . . . . . . 20.04–.07

TRANSACTION TESTING. See also orderly
transactions . . . . . . . . . . . . . . . . . . . . . . . 5.230

TRANSACTIONAL LEASE FINANCING . . . 8.48

TRANSFER AGENTS . . . . . . . . . . . . . . . . . . . .21.10

TRANSFER RISK, DERIVATIVES . . . . . . . . 18.05

TRANSFERS OF FINANCIAL ASSETS . . .8.168

TRANSFERS OF LOANS. See loan transfers
and servicing

TREASURY BILLS (T-BILLS) . . .6.09, 7.05–.06

TREASURY BONDS (T-BONDS) . . . . . 7.05–.06

TREASURY DEPARTMENT. See U.S.
Department of the Treasury

TREASURY NOTES (T-NOTES) . . . . . . . . . . 6.09,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.05–.06

TREASURY RATE LOCKS . . . . . . . . . . . . . . .18.20

TREASURY TAX AND LOAN (TT&L)
ACCOUNTS . . . . . . . . . . . . . . . . . . . . . . . . 15.18

TROUBLE ASSET RELIEF PROGRAM
(TARP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .16.09

TROUBLED DEBT RESTRUCTURINGS (TDR)
. Accounting standards . . . . . . . . . . . 7.122–.124,

. . . . . . . . . . . . . 8.71–.75, 8.123–.138, 11.18
. Audit considerations . . . . . . . . . . . . . 8.227–.228
. Credit losses . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.39
. Creditor’s concession

determination . . . . . . . . . . . . . . . . . . 8.126–.128
. Debt security received in . . . . . . . . .8.133–.134
. Debtor’s financial difficulties

determination . . . . . . . . . . . . . . . . . . . . . . . .8.129
. Defined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.125
. Evaluating . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .8.73
. Foreclosed assets in . . . . . . . . . . . . . . . . . . 8.137
. Loan modification . . .8.132–.133, 8.163–.166
. Loans . . . . . . . . . . . . . . . . 8.71–.75, 8.123–.138
. Modifications . . . . . . . . . . . . . . . . . . . . . . 8.71–.75
. Partial satisfaction of a receivable . . . . . . 8.137
. Receipts of assets . . . . . . . . . . . . . . . . . . . . 8.135
. Regulatory issues . . . . . . . . . . . . . . . . . . 8.71–.75
. Renewals, extensions or

modifications . . . . . . . . . . . . . . . . . . . . . 8.71–.75
. Reporting requirements . . . . . . . . . . . . . . . . . 8.73
. Restructuring characteristics . . . . . 8.130–.131
. Sales of assets from . . . . . . . . . . . . . . . . . . 8.138
. Substantive tests . . . . . . . . . . . . . . . . 8.227–.228

TRUE SALE OPINION . . . . . . . . . . . . . . . . . . .10.40

TRUST AND ASSET MANAGEMENT
ACTIVITIES . . . . . . . . . . . . . . . . . . . .21.01–.30

. Accounting and financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 21.15–.16

. Accounting standards . . . . . . . . . . . . . . . . . 21.15

. Audit considerations . . . . . . . . 5.11, 21.17–.30

. Classifications of trusts . . . . . . . . . . . . . . . . 21.04

TRUST AND ASSET MANAGEMENT
ACTIVITIES—continued

. Common or collective trust funds . . . . . . 21.12

. Corporate trusts . . . . . . . . . . . . . . . . . . . . . . 21.10

. Derivatives . . . . . . . . . . . . . . . . . . . . . . . . . . . .18.56

. Employee benefit trusts . . . . . . . . . .5.36, 21.11

. Federal funds and repurchase
agreements . . . . . . . . . . . . . . . . . . . . .14.63–.64

. Financial reporting controls of the
trust . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.22

. Financial statement disclosure . . . . . 21.15–.16

. Internal control over financial
reporting . . . . . . . . . . . . . . . . . . . . . . . 21.19–.22

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 21.01–.07

. Personal trusts . . . . . . . . . . . . . . . . . . . 21.08–.09

. Regulatory matters . . . . . . . . 21.06, 21.13–.14

. Reporting . . . . . . . . . . . . . . . . . . . . . . . . 21.15–.16

. Substantive tests . . . . 7.161–.162, 21.21–.30

. Trusts held by third-party trustee . . .20.66–.67

TRUST BANKS, REGULATORY CAPITAL
DISCLOSURES . . . . . . . . . . . . . . . . 17.87–.88

TRUST DEPARTMENT, SUBSTANTIVE
TESTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.23

TRUST PREFERRED POOLS . . . . . . . . .7.55–.59

TRUST PREFERRED SECURITIES
(TPS) . . . . . . . . . . . . 7.53–.59, 7.76, 17.11,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.17–.21

TRUSTEES UNDER INDENTURE . . . . . . . . 21.10

TRUTH IN LENDING ACT . . . . . . . . . . . . . . . . 8.84

TRUTH-IN-LENDING LAWS . . . . . . . . . . . . . . 2.20

TRUTH-IN-SAVINGS REGULATIONS . . . . . .2.20

TT&L. See treasury tax and loan (TT&L)
accounts

TYPE 1 REPORTS . . . . . . . . . . . . . . . . . . . . . . 8.219

TYPE 1 SECURITIES . . . . . . . . . . . . . . . . . . . . .1.47

TYPE 2 REPORTS . . . . . . . . . . . . . . . .8.219–.220

U

UCC. See Uniform Commercial Code

UIT. See unit investment trusts

UITRS. See Uniform Interagency Trust Rating
System

UNCAPITALIZED CREDIT UNION
CLASSIFICATION . . . . . . . . . . . . . .17.63–.64

UNCERTAINTIES . . . 5.193–.203, 9.61, 20.33

UNCOMMITTED LOANS . . . . . . . . . . . . . . . . 10.25

UNDERCAPITALIZED BANKS AND SAVINGS
INSTITUTIONS . . . 1.85–.86, 1.90, 17.31,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.43

UNDERCAPITALIZED CREDIT UNION
CLASSIFICATION

. Corporate credit unions . . . . . . 2.50–.51, 2.53,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.79
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UNDERCAPITALIZED CREDIT UNION
CLASSIFICATION—continued

. Credit unions . . . . . . . . .2.27, 2.33, 2.36, 2.38,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.63

. Financial statement disclosure . . . . . . . . . 17.64

. Net worth ratio . . . . . . . . . . . . Exhibit 2-1 at 2.30

. New credit unions . . . . . . . . . 2.39, 2.41, 17.64

. Prompt corrective action . . .Exhibit 2-1 at 2.30

UNDERSTANDING CLIENT’S
BUSINESS . . . . . . . . . . . . . . . . . . . . . . 5.34–.39

UNDERSTANDING THE ENTITY AND ITS
ENVIRONMENT . . . . . . . . . . . . . . . . .5.33–.75

. Asset-quality risk . . . . . . . . . . . . . . . . . . . 5.52–.54

. Audit planning. See audit planning

. Banks, savings institutions, and credit
unions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.95

. Cash and cash equivalents . . . . . . . . . . . . . . 6.36

. Client’s business . . . . . . . . . . . . . . . . . . . 5.34–.39

. Credit losses . . . . . . . . . . . . . . . . .9.64, 9.69–.70

. Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.59–.60

. Depository institution regulation and
supervision . . . . . . . . . . . . . . . . . . . . . . . . . . 5.237

. Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13.50

. Equity and disclosure regarding capital
matters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.95

. Federal funds and repurchase
agreements . . . . . . . . . . . . . . . . . . . . . . . . . 14.54

. Industry risk factors . . . . . . . . . . . . . . . . 5.40–.57

. Interest rate risk. See interest rate risk (IRR)

. Internal control. See internal control over
financial reporting

. Loans . . . . . . . . . . . . . . . . . . . 8.185, 8.188–.189

. Other assets, other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . . . 12.79

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.33

. Purpose of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.24

. Real estate investments, real estate owned,
and other foreclosed assets . . . . . . . . . . 11.58

. Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . 5.33

. Security investments . . . . . . . . . . . 7.139, 7.144

UNDERWRITING PROCEDURES, CREDIT LOSS
RISK . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.10

UNDISBURSED PORTION OF MORTGAGE
LOANS . . . . . . . . . . . . . . . . . . . . . . .8.225–.226

UNDIVIDED EARNINGS . . . . . . . . . . . 17.50–.52,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.68–.69

UNEARNED INTEREST . . . . . . . . . . . . . . . . . . .8.17

UNFUNDED LOAN COMMITMENT
ALLOWANCE. See also other assets,
other liabilities, and other
investments . . . . . . . . . . . . . . . . . . . . . . . 12.02

UNIFORM COMMERCIAL CODE
(UCC) . . . . . . . . . . . . . . . . . . . . 2.20, 8.85–.87

UNIFORM CONSUMER CODE . . . . . . . . . . . .2.20

UNIFORM FINANCIAL INSTITUTIONS RATING
SYSTEM . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.228

UNIFORM INTERAGENCY TRUST RATING
SYSTEM (UITRS) . . . . . . . . . . . . . . . . . . .21.14

UNIT INVESTMENT TRUSTS (UIT) . . . . . . 21.30

UNIT OF ACCOUNT . . . . . . . . . . . . . . . . . . . . 20.03

UNMODIFIED OPINION . . . . . . . . . . . . 23.05–.06

UNQUALIFIED OPINIONS IN PCAOB
REPORTS . . . . . . . . . . Appendix A at 23.38

UNREALIZED GAINS AND LOSSES . . . . . .7.89,
. . . . . . . . 7.104–.106, 7.132–.134, 7.138

UNSAFE OR UNSOUND CONDITION OR
PRACTICE . . . . . . . . . . . . . . . . . . . 2.51, 5.232

UNSECURED FEDERAL FUND
TRANSACTIONS . . . . . . . . . . . . . . . . . . . 14.03

UNUSUAL EVENTS . . . . . . . . . . . . . . . . . . . . . 15.50

U.S. DEPARTMENT OF EDUCATION . . . 1.106,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.118

U.S. DEPARTMENT OF HOUSING AND URBAN
DEVELOPMENT (HUD)

. Credit union reporting . . . . . . . . . . . . . . . . . . .2.62

. Loans, reporting requirements . . . . . . . . . 1.103

. Net worth requirements . . . . . . . . . . . . . . . .17.80

. Program participation . . . . . . . . 4.29, 4.33–.35

. Reporting considerations . . . . 1.118, 4.33–.35

. Unmodified opinions . . . . . . . . . . . . . . . . . . . 23.06

U.S. DEPARTMENT OF THE TREASURY. See
also Office of the Comptroller of the
Currency (OCC); Office of Thrift
Supervision (OTS)

. Anti-money laundering programs . . . . . . . . .1.20

. Credit union regulation . . . . . . . . . . . . . . . . . . 2.20

. Fannie Mae/Freddie Mac bailout . . . . . . . . . 4.06

. Holding company regulation . . . . . . . . . . . . . 1.19

. Home Affordable Mortgage Program
(HAMP) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.26

. Perpetual preferred stock issued to . . . . 17.25

. Small Business Lending Fund
reporting . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.37

. Tax bad-debt deductions . . . . . . . . . . . . . . .16.07

U.S. DEPARTMENT OF VETERANS’ AFFAIRS
(VA) . . . . . . .4.26, 8.42, 10.03, 10.16–.17

U.S. GOVERNMENT SECURITIES . . . .7.05–.07

USA PATRIOT ACT (2001) . . . . . . . 1.20, 5.226

V

VA. See U.S. Department of Veterans’ Affairs

VALUATION
. Deferred tax assets . . . . . . . . . . . . . . . . . . . 16.21
. Fair value techniques . . . . . . .8.230, 20.28–.30
. Loan substantive testing . . . . . . . . . 8.229–.230
. Loans acquired with deteriorated credit

quality . . . . . . . . . . . . . . . . . . . . . . . . .8.121–.122
. Premise for nonfinancial assets . . . . . . . . 20.13
. Real estate investments, real estate owned,

and other foreclosed assets . . . . . 11.64–.71
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VALUATION ALLOWANCE . . . . . . . 8.121–.122,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.21

VALUATION RISK . . . . . . . . . . . . . . . . . . . . . . .18.11

VARIABLE INTEREST, DEFINED . . . . . . . . 10.98

VARIABLE INTEREST ENTITIES (VIE). See also
consolidation . . . . . . . . . . . . . . . . 10.97–.113

. Beneficiaries of . . . . . . . . . . . . . . . . 10.104–.106

. Determination . . . . . . . . . . . . . . . . 10.97, 10.102

. Fair value option exclusion . . . . . . . . . . . . . 20.62

. Financial statement presentation and
disclosure . . . . . . . . . . . . .7.115, 10.107–.113

. Insurance activities . . . . . . . . . . . . . . . .22.61–.63

. Overview . . . . . . . . . . . . . . . . . . . . . . . . . 10.97–.95

. Primary beneficiary evaluation . . .10.104–.106

. Private company lessee and lessors . . . . 22.61

. Reconsideration of status . . . . . . . . . . . . .10.103

. Trust preferred securities . . . . . . . . . 17.12–.16

VARIATION MARGIN . . . . . . . . . . . . . . . . . . . 18.23

VENDOR LEASING . . . . . . . . . . . . . . . . . . . . . . .8.48

VENTURE CAPITAL INVESTMENTS . . . . . . 7.61

VETERANS’ AFFAIRS (VA). See U.S.
Department of Veterans’ Affairs

VOLCKER RULE . . . . . .1.41, 1.54, 7.78, 7.86,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.54, 18.77

VOLUME OF ACTIVITY, FAIR VALUE
MEASUREMENTS WHEN SIGNIFICANTLY
DECREASED . . . . . . . . . . . . . . . . . . 20.42–.47

VOLUNTARY (INTER VIVOS) TRUSTS . . .21.08

W

WAREHOUSING . . . . . . . . . . . . . . . . . . . . . . . . . .8.17

WARRANTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.51

WATCH LIST, TEST OF CONTROLS . . . . . .9.73

WATCH-LISTED LOANS . . . . . . . . . . . . . . . . 8.228

WELL CAPITALIZED BANKS AND SAVINGS
INSTITUTIONS . . . 1.85–.86, 1.88, 17.39,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.41

WELL CAPITALIZED CREDIT UNION
CLASSIFICATION

. Capital adequacy disclosures . . . 17.61, 17.77

. Complex credit unions . . . . . . . . . . . . 2.33, 2.36

. Corporate credit unions . . . . . . . . . . . . . . . . . 2.50

. Net worth ratio . . . . . . . . . . . . Exhibit 2-1 at 2.30

. New credit unions . . . . . . . . . . . . . . . . 2.39, 2.40

. Prompt corrective action . . .Exhibit 2-1 at 2.30

. Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.48

WELL MANAGED BANKS AND SAVINGS
INSTITUTIONS . . . . . . . . . . . . . . . . . . . . . 17.39

WHOLE LOANS PURCHASED . . . . . . . . . . .8.218

WHOLESALE LOANS . . . . . . . . . . . . . . . . . . . . 8.30

WITHDRAWALS, DEMAND
DEPOSITS . . . . . . . . . . . . . . . . . . . . . . . . . 13.04

WORKING PAPERS OR WORKPAPERS. See
audit documentation

WORLD COUNCIL OF CREDIT
UNIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.14

WRITTEN LOAN COMMITMENTS . . . . . . .18.92

WRITTEN REPRESENTATIONS . . . . . . . . 5.175,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.180–.189

Y

YIELD, COMPARED TO LIQUIDITY . . . . . . .7.02

YIELD ANALYSIS . . . . . . . . . . . . . . . . . . . . . . .7.147

YIELD-MAINTENANCE
AGREEMENTS . . . . . . . . . . . . . 14.08, 14.11

AAG-DEP VAL ©2016, AICPA

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om




