
Intaraqanoy Btataaent on auperviaory Practiau Jtegardinq 
~•l tory Iutl tution■ mus Borrovan Affected by 

Dlaturbanc- ia r.oa bCJal••· 

It has bean a long-•tanding practice of the Federal bank and 

thrift recJU].atory agenci•• (Federal Depoait Insurance 

corporation, Board of Governors of th• Federal Reserve system, 

Office of the Coaptroller of the eurrency and The Office ot 

Thrift Supervision) to praaota auporvisory acticns that encourage 

depository institution• ta work oonstructivaly with borrower~ who 

are experiencing difficulties due to conditions beyond their 

control. The recent disturbances in Los Anqales and other citie1. 

have placed financial pressures on businesses and individuals in 

tha affected areas, in some cases a~veri;aly affecting their 

ability to repay loans in accordance with original terms and 

conditions. Often the financial pressures lltemming fron such 

events are transitory in nature, and borrowers are able to resume 

payments when economic conditions i1aprove or the borrowers' 

financial positions stabilize. under such circumstances, 

depository insti~utiona may determine that the most prudent 

policy ia to work witb borrowers experiencing difficulty, in a 

manner that i• consistent with sound banking practices, rather 

than take more precipitous actions such as foreclosure and/or 

forcing th• borrower into bankruptcy. 

Lenders may rind that it is beneficial to work with 

borrowers experiencing difficulties by extending terms of 
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repayment or otherwise restructuring th• borrover•a debt 

obligations. such cooperative effort.a can ease pressures on 

troubled. borrowera, improve the capacity of such borrower• to 

aervica debt, and atran9then a d91>oaitory institution's al>ility 

t:o collect on its loama. Dapaaitory institutions in areas 

aff~ad by vidupread di•ruption aay also deni it appropriate t0 

ease credit-extending terms for nev loans to certain borrowers, 

conaiatent vith prudent banking practices, in order to assist the 

borrowers in recovering their financial ■trength and place then 

in a better economic position to aeIVice their debts. With 

proper riak controls and management ovaraight, theae steps can 

contribute both to the health of th• local community, as well as 

serve the long-run interests of the lending institution. If 

carriecl out in a prudent manner, such efforts on the part of the 

lender will not be subject to exOJliner criticisn. 

In addition, depository iruiti~utions in the affected areas 

aay tind that their levels ot delinquent and nonpartorning loans 

will inoreaaa. con■ietent with long-standing practice, the 

Federal bank and thrift regulatory agenoie■ in supervising these 

institutions will take into consideration the unusual 

oircmmtance• they face. 

One of the principal objectivu of the examination and 

supervision procea■ is to achieve an accurate assesS1D8nt ot a 

d•po•itory institution's loan portfolio and financial 
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condition. In carrying out. their auPQrvisory responsibilities, 

the l'ederal bank and thrift regulatory agencies recognize that 

efforts to work with borrowers in com11unitiu under stress, if 

conducted in a reaaonabl• way, are consistent with aate and aound 

banking practice as vell as in the public interest. 




