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Regulatory & Enforcement Insights on Recent Bank Industry Developments

In This Issue

OCC Issues Cease & Desist Order Against Blue Ridge Bank
. The OCC didn’t wait to see the bank address an outstanding agreement: it quickly escalated to a C&D.
. The order is a framework for third-party risk management expectations of partners and sub-partners.

» CFPB Updates Supervisory Appeals Process

« The CFPB pledged to ensure filed appeals won’t adversely effect institutions, but measures are not specified.
« Modified rather than rescinded findings are now options, opening a potential middle ground for resolution.

Fed Vice Chair Confirms Increased Agency Enforcement Activity Post-SVB
« The Fed has reacted to its supervisory shortcomings related to SVB by taking swifter informal and
formal actions against banks, with interest rate and liquidity risks drawing the most attention.

DoJ Warns on Redlining Exposure in Context of Mergers
. The Dol has put banks on notice: conduct thorough due diligence of fair lending compliance to ensure
both successful completion of a merger review and avoidance of post-acquisition enforcement.

Banking Groups Sue Federal Regulators to Block CRA Reform
« The suit hones in on the expansion to non-physical locations and assessment of deposit products.
« An injunction from a receptive court could pause implementation, but won’t resolve the issue long-term.
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Luse Gorman, PC is a Washington, D.C.-based law firm specializing in mergers, capital raising transactions,
regulatory, enforcement, corporate, securities, employee benefits, executive compensation, and tax law for regional
and community banks across the United States. Our attorneys have served with the major federal banking and
securities agencies, and regularly engage with regulators on a range of novel and complex legal issues.
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https://occ.gov/static/enforcement-actions/eaAA-ENF-2023-68.pdf
https://www.consumerfinance.gov/about-us/newsroom/cfpb-issues-revised-supervisory-appeals-process/
https://www.federalreserve.gov/newsevents/speech/barr20240216a.htm
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Other Developments That You May Have Missed . . .

« FFIEC Issues Statement on Residential Lending Discrimination. On Feb. 12, the FFIEC issued a statement on examination principles related to
valuation discrimination and bias in residential lending. Notably, the statement instructs the bank regulators that evidence of discrimination in
residential property valuation practices should be reflected in a bank’s traditional ratings, as such practices could undermine credit decisions.

- Bill Introduced to Reduce Merger Application Review. On Feb. 16, Reps. Barr (R-KY) and Fitzgerald (R-WI) introduced the Bank Failure Prevention
Act, which would require the Federal Reserve to act on merger applications within 90 days of receipt. The bill adds another wrinkle to the evolving
regulatory landscape for merger reviews, following the OCC’s recent proposal to eliminate certain streamlined applications and time-based approvals.

- Bunq Withdraws U.S. Banking Charter Application. On Feb. 7, Netherlands-based neobank “bunq” announced it had withdrawn its April 2023
application for a national bank charter, citing alleged issues between its home regulator and the OCC and FDIC. The withdrawal continues a trend
that demonstrates the extremely challenging regulatory environment for de novo bank applications, especially those from non-traditional entities.

- Bank Regulators Express Concerns on SEC Rule to Congress. In January, Acting Comptroller Hsu and Federal Reserve Chair Powell sent letters to
Rep. Barr expressing concerns that the SEC’s proposed amendments to its safeguarding rule would upend bank custody practices by requiring
segregation of cash into separate accounts. Without a shift in approach, banks will need to re-examine the viability of their custody service offerings.

. Acting Comptroller Calls for Expanded Regulation and Supervision at Banking Peripheries. In two recent speeches on Feb. 21st and 22nd, Acting
Comptroller Hsu called on Congress to create a federal framework for money transmitters to avoid “contort[ions]” of bank charters, and suggested a
consolidated supervisory approach for crypto-asset intermediaries. These speeches reinforce the Acting Comptroller‘s earlier statements regarding the
importance of being proactive to expand the regulatory perimeter to address the pace of innovation, a concept he has applied to OCC supervision.
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https://www.uschamber.com/assets/documents/4.-Complaint-for-Declaratory-and-Injunctive-Relief.pdf
https://www.ffiec.gov/press/PDF/FFIEC_Statement_on_Exam_Principles_Related_to_Valuation_Bias.pdf
https://barr.house.gov/2024/2/barr-and-fitzgerald-introduce-bank-failure-prevention-act
https://www.politico.com/f/?id=0000018d-671b-da7a-abcd-67ffa82c0000
https://www.politico.com/f/?id=0000018d-671a-d4fe-addf-6f5f9fa20000
https://www.occ.gov/news-issuances/news-releases/2024/nr-occ-2024-17.html
https://www.occ.treas.gov/news-issuances/news-releases/2024/nr-occ-2024-18.html
https://www.justice.gov/opa/pr/justice-department-and-state-north-carolina-secure-135-million-agreement-first-national-bank

