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Change in Bank Control Refresher 

Did you know that the Change in Bank Control Act (12 U.S.C. 1817(j)) requires an individual or group 
acting in concert to provide the appropriate federal regulator 60-days’ notice before acquiring control of 
an insured depository institution or its holding company? 

While it’s the responsibility of the shareholder to be aware of and comply with applicable laws and 
regulations, it’s also important for bank leaders to monitor stock ownership while being mindful of the 
requirements.  Examiners routinely include a review of significant shareholders during examinations.   

Specific types of transactions that require notification are covered in section 225.41 of Regulation Y.  
While the circumstances of investor changes are varied, basic thresholds note that a person — or a 
group acting in concert — acquires control of a banking organization whenever the person or group 
acquires ownership, control, or the power to vote 25 percent or more of any class of the institution’s 
voting stock.  Also the regulation outlines a “rebuttable” presumption of control that may also require 
filing a notice when a person or group would own or control the power to vote 10 percent or more of 
any class of voting stock. 

For filings involving state member banks, bank holding companies, and savings and loan holding 
companies, generally you must give the Federal Reserve 60 days’ prior written notice of a proposed 
controlling ownership interest acquisition, and file the notice with the Reserve Bank in the acquired 
institution’s district.  The Act requires the filer to disclose extensive information about the proposed 
transaction as well as extensive personal and financial information.  

In 2003, the Federal Reserve issued SR Letter 03-19 which provides guidance on Change in Bank Control 
Act procedures.  This guidance emphasizes the importance of understanding the requirements of the 
Act to avoid inadvertent incidents of unauthorized changes of ownership involving state member banks 
and bank holding companies.  

If you have specific questions on Change in Bank Control Act requirements, contact Supervision, 
Regulation and Credit’s Applications area of the Richmond Fed. 

Further Clarifying Internal Audit Expectations 

https://www.federalreserve.gov/bankinforeg/reglisting.htm#Y
http://www.federalreserve.gov/boarddocs/SRLETTERS/2003/sr0319.htm
https://www.richmondfed.org/banking/banking_applications


We included an article in the September 2, 2015, edition of Supervision News Flash entitled Clarifying 
Expectations for Internal Audit.  In the past year, we’ve fielded questions about the use of AICPA 
consulting standards when CPA firms perform outsourced internal audit work and questions about the 
necessity to conduct quality assurance reviews as required by the Institute of Internal Auditing 
standards.  

AICPA Consulting Standards 
First, let’s discuss the use of AICPA consulting standards in conducting internal audit work.   Those 
standards alone do not constitute an audit since they don’t require the auditor to render an opinion.  
However, in the case of a CPA firm providing outsourced internal audit services, the bank can allow the 
use of AICPA consulting standards to perform the work as long as the CPA firm renders an opinion or 
conclusion on the system of control for each area audited.   The management, staffing and audit quality 
section of SR 03-5, Part I – The Internal Audit Function, is where you’ll find information on the 
recommended components of the final audit report.   

Quality Assurance Reviews 
On the question of needing to conduct a quality assurance review, SR 03-5 requires banks to adopt 
procedures or ‘standards’ to cover:   

• Structure and oversight 
• Management, staffing and audit quality 
• Scope, frequency and quality of work performed 
• Communications 
• Contingency planning   

You’re free to choose procedures or standards that best suit your bank’s size, complexity and risk profile 
while including at least these five elements.   

The issue brought to our attention is that IIA standards require banks to conduct a quality assurance 
review every five years to ensure compliance with IIA standards.  Quality assurance reviews can be 
beneficial, and we’ve heard anecdotal insights from bankers that they completed the review and it 
yielded useful information.   

We’ve also seen bankers adopt the IIA standards, except for the requirement to conduct a quality 
assurance review.  We don’t require you to conduct a quality assurance review, but under SR 03-5 the 
audit committee, using objective criteria it has established, is required to oversee the internal audit 
function and evaluate its performance.   

So whether a community bank chooses to adopt all, part or none of the Institute of Internal Auditing 
standards, your bank’s management is required to be able to demonstrate how they ensure the quality 
of their on-going internal audit program.     

The audit committee is ultimately accountable for the adequacy and effectiveness of your internal audit 
program whether in-house, outsourced or co-sourced.  An effective system of internal controls, 

https://www.richmondfed.org/-/media/richmondfedorg/banking/supervision_and_regulation/newsletter/2015/pdf/snl_20150902.pdf
http://www.federalreserve.gov/boarddocs/srletters/2003/sr0305.htm


alongside an effective audit program, forms the foundation for safe and sound operations. If you have 
internal audit questions or need additional information, please contact Ann Harrison or Darlene 
Kirkpatrick with the Richmond Fed. 

Upcoming Banking Events at the Richmond Fed 
 
Community Bankers Forum 
November 14-15 
This forum brings together community bank leaders representing every state in our District to hear a 
variety of risk-focused topics and emerging issues as well as to share insights with Fed experts and one 
another. Contact Sean O’Hara for more information. 
_____________________________________________________________________________________ 

Recap of Recent Supervision and Regulation Guidance  
Supervision and Regulation Letters, commonly known as SR Letters, address significant policy and 
procedural matters related to the Federal Reserve System's supervisory responsibilities. Consumer 
Affairs letters address significant policy and procedural matters related to the Federal Reserve System’s 
consumer compliance supervisory responsibilities. Active SR and CA letters are listed in 
reverse chronological order. Here are recently issued guidance letters: 

SR 16-14 

FFIEC Information Technology Examination Handbook – Information Security Booklet  

CA 16-6 

Revised Interagency Military Lending Act Examination Procedures  

Recent Speeches 

Does Federal Reserve Governance Need Reform? 

Richmond Fed President Jeffrey M. Lacker delivered a speech, "Does Federal Reserve Governance Need 
Reform?" on October 5th at Marshall University in Huntington, West Virginia. 

Economic Outlook, October 2016 

Richmond Fed President Jeffrey M. Lacker spoke October 4th to the West Virginia Economic Outlook 
Conference in Charleston. 

Speech by Governor Powell on trends in community bank performance over the past 20 years 

At the "Community Banking in the 21st Century" Fourth Annual Community Banking Research and Policy 
Conference, sponsored by the Federal Reserve System and the Conference of State Bank Supervisors, St. 
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Louis, Missouri  
 

For more information on Supervision News Flash subscribe, or contact Hamilton Holloway. The 
Supervision News Flash is an occasional publication of the Richmond Fed that provides information on 
topics and trends affecting financial institutions as well as Supervision, Regulation and Credit throughout 
the Fifth Federal Reserve District. 
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