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The Depository Institutions Expert Panel serves the needs of AICPA members on financial and business
reporting and audit and attest matters. The expert panel protects the public interest by bringing together
knowledgeable parties in the depository institutions industry to deliberate and come to agreement on key
depository institutions issues.

The following are the brief highlights of the December 2, 2011, meeting for the Depository Institutions Expert
Panel (DIEP) and the Joint Meeting with the Federal Financial Institutions Examination Council (FFIEC).
HUD

e The DIEP listened to a presentation by Jean Joy, former Chair of the DIEP, Mandy Nelson, KPMG and
Mary Folester on issues and problems related to HUD audits. Many issues remain unresolved, in
particular the LASS Electronic Filing. This is a pre-populated schedule that is based on a commercial
company financial statement and does not fit the banking model. Therefore bank input to the LASS
models will continue to trigger problems because it does not conform to the banking model.

e The DIEP agreed to form a working group, chaired by Todd Sprang, to assist in working with HUD to
resolve these issues. DIEP members agreed to send the names of possible members from their
firms and an invite will also be extended to Harrison Greene.

e A webinar would be developed to alert practitioners to the potential problems. A webinar was held
on January 6 with a re-broadcast and had wide participation.

e  Subsequent to the meeting a working group has been formed to address the HUD issues.
Reverse Mortgage Securitization
e Alarge majority of these loans are sold to Ginnie Mae.
e A question was raised as to whether under the current structure you can achieve sale accounting.

e The SEC did rule and said that you could not achieve sale accounting. Questions are being asked
about how to handle past transactions.

e Discussions have begun to fix the structure so that achieves sale accounting.
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The Depository Institutions Expert Panel serves the needs of AICPA members on financial and business
reporting and audit and attest matters. The expert panel protects the public interest by bringing together
knowledgeable parties in the depository institutions industry to deliberate and come to agreement on key
depository institutions issues.

The following are brief highlights of the conference call:
HAMP Trial Modifications

e  Agroup of banks represented by The Clearing House (TCH) submitted a “Request for Pre-clearance”
letter to the SEC staff with regard to when loans modified under the Home Affordability
Modification Program (HAMP) would meet the criteria to be classified as TDRs.

e In asubsequent confirmation letter sent to the SEC staff, The Clearing House noted that “the lender
is considered to have granted to the borrower a modification with a contingent concession that
qualifies as a TDR at the start of the HAMP trial period when there is a legally binding obligation to
the borrower on the part of the lender.” Most banks have interpreted this to be on the day that a
letter is sent to the borrower notifying the borrower of his/her acceptance into the HAMP Program,
contingent upon successful completion of the trial period.

e This guidance is effective for HAMP loans entering the trial period beginning January 1, 2011 and
after. Although the SEC’s determination only applies to trial modifications executed under the
HAMP program, most banks have analogized this determination to other proprietary and
government programs with trial periods.

TDRs
e |t was noted that the SEC staff expected robust disclosure in the impairment footnote.

e There have been on-going discussions with the SEC staff as to the circumstances, if any, that a loan
could be removed from TDR status.

FASB/IASB Financial Instruments Project

e Linda Bergen led a discussion on the FASB Financial Instruments Project, specifically the impairment
piece. They are still considering a 3 bucket model with movement between the buckets based on
credit deterioration.

aicpa.org/FRC


http://www.aicpa.org/FRC

e In arelated matter the IASB has re-opened for discussion the IASB’s classification and measurement
guidance in order to permit convergence with the FASB. Subsequent to this call, the FASB/IASB
agreed to add a joint project on classification and measurement as part of the broader financial
instruments project.

e  Many operational issues still need to be resolved and terminology clarified.
Next Meeting

e The next DIEP only conference call with be held on April 17.
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The Depository Institutions Expert Panel serves the needs of AICPA members on financial and business
reporting and audit and attest matters. The expert panel protects the public interest by bringing together
knowledgeable parties in the depository institutions industry to deliberate and come to agreement on key
depository institutions issues.

The following are brief highlights of the conference call:
EITF Issue 12c and SOP 03-3

e Tom Canfarotta reported that the FASB had issued the EITF issue for a 90 day comment period. The
consensus view A is consistent with predominant practice. The consensus is limited to government
assisted acquisition and Tom will chair the working group to prepare the FInREC comment letter.

e In other SOP 03-3 related matters, it was noted that the OCC had issued a new version of the Bank
Accounting Advisory Series (BAAS) but it did not address SOP 03-3 and pool formation. The OCC is
wants the pool formation to be granular enough to take into account credit risk.

e It was observed that institutions wanted to change from SOP 03-3 to SFAS No. 91 by analogy but it is
not clear how the SEC staff would view this decision.

Loan Issues

e It was observed that the OCC is now informally suggesting (although not formally suggesting and
not requiring), that if a first trust deed loan is on nonaccrual, that the second trust deed loan also be
placed on nonaccrual, regardless of the delinquency status of the second. Several large banks will
adopt this policy for the first quarter of 2012. Additionally, the OCC has contacted individual banks
and told them that if, as part of a Troubled Debt Restructure of a loan, a loan is modified where
there is principal forgiveness, and the loan must be placed on nonaccrual until the borrower
evidences a sustained period of performance. The DIEP decided to put this on the agenda for the
joint DIEP/FFIEC meeting on May 21 for further discussion.

e [ssues were raised about the need to ask the banking regulators to clarify what is meant by a
collateral dependent loan. Field examiners may be applying the definition in more circumstances
than warranted. This will be put on the agenda for the joint DIEP/FFIEC meeting on May 21.
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FASB Projects
e Reverse-repos: Under proposal repos will be treated as secured financings.

e  Financial Instruments: At a recent meeting, the FASB/IASB agreed to permit debt securities to be
measure at amortized cost.

e  Revenue Recognition: The main scope issue could relate to credit cards and whether they are
included in the scope. Some have taken the position that revenue recognition exclude financial
instruments from its scope so that credit card rewards program would most likely be outside the
scope also.

Next Meeting

e  The next meeting will be May 21 and May 22 in Washington DC. The first day will be a joint
FFIEC/DIEP meeting at Citicorp’s DC offices. The second day the DIEP will meet with the SEC staff
from 9-11 followed by a working lunch and debrief at the AICPA offices in Washington DC.
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HAMP Loan Modification

e Questions have arisen about loans modified on a trial basis, as to whether they are TDRS at the
beginning or conclusion of the trial period.

e The SEC was expected to (and did rule in December) that the loan was a TDR from the beginning of
the trial period.

Other

e A working group was formed to continue to discuss issues related to SOP 03-3. Many were
expected to be addressed in the FASB’s impairment project but the delay in the completion of that
project leaves many issues to be addressed.

e The new credit quality disclosures may be difficult for many nonpublic banks.
e The FFIEC is working on guidance on Junior Lien Loans/HELOC and the ALLL.

The next joint meeting will be held in the Spring.
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The Depository Institutions Expert Panel serves the needs of AICPA members on financial and
business reporting and audit and attest matters. The expert panel protects the public interest by
bringing together knowledgeable parties in the depository institutions industry to deliberate and come
to agreement on key depository institutions issues.

The following are brief highlights of the conference call:

Call participants Absent

Sydney Garmong, Chair (Crowe) Xihao Hu (TD Bank)
Hugh Guyler (Deloitte) Linda Bergen (Citi)
Teresa Brennan (AICPA Staff) Barry Pelagatti (BDO)

John Reiger (US Bank)
Mike Lundberg (McGladrey)
Brad Davidson (Crowe)
Tom Canforatta (KPMG)
Todd Sprang (CLA)

Lee Keel (Wells)

Chip Currie (PwC)

Dom Guiffrida (Deloitte)
Jamie Mayer (Grant)
Aubrey Thacker (Capital One)
Randy Morse (AHPPLC)
Greg Talbott (Kinecta)
Steve Morehart (BDO)

Agenda topics:

1. Proposed Accounting Standards Update—Receivables 2 Troubled Debt Restructurings
by Creditors (Subtopic 310-40): Classification of Certain Government-Guaranteed
Residential Mortgage Loans upon Foreclosure (a consensus of the FASB Emerging
Issues Task Force)

http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument C%
2FDocumentPage&cid=1176163749232

The FinREC chair serves as an observer at EITF meetings. Rather than submit a comment
letter, the practice has been to provide talking points to the FInREC representative for
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