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FDIC ISSUES GUIDELINES FUR BANK DIRECTORS, OFFICERS 

'!he Federal Deposit Insurarx::e Corporation tcx:lay i ssiied a statement 

interrled to clarify the duties of bank directors arrl officers arrl to aitli.ne 

the factors the FDIC considers before filirg a personal liability lawsuit 

after a bank fails. 

'!he FDIC said it will not brirg civil suits again.st those who fulfill 

their responsibilities "arrl who make reasonable rusiness joogments on a fully 

infonned basis arrl after proper deliberation." I.awsuits only follow "detailed 

investigations" by the FDIC, are awroved by the agency's Board of Directors, 

arrl "are not bra.ight lightly or in haste." 

'!he guidance was issued by the FDIC in response to roncem.s fran 

bankers arrl others that existirg starrlards are urx:lear arrl that it is 

increasiixJly difficult for institutions to attract arrl retain qualified 

directors arrl officers because of fears of personal liability. 

'!he FDIC's staterrent recognizes the inportance of havirg knowledgeable 

arrl responsible bank directors arrl officers, especially 'When an insured 

institution beccrnes trc:ubled. However, the stat.enent also stresses that 

directors arrl officers have rn.merous responsibilities, includirg "duties of 

loyalty an:i care," that the FDIC expects will be carried rut. 

'!he duty of loyalty involves administerin:J the affairs of the bank 

''with carder, personal honesty an:i integrity," arrl generally means the 

in:lividual or an associate is prchibited fran benefitirg at the~ of the 

bank. 
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'Ihe duty of care requires the in:lividual to act as a "pnxient arrl 

diligent" bJsiness person, 'Which ~lu:ies ''makin;J :t:usiness decisions on the 

basis of fully infonim and meanin:;rful deliberatioo." '!he statement ootes 

that "directors DllSt require and managemant JlllSt provide the directors with 

timely arrl anple informatioo to discharge board resp:n;ibilities. '' 

Alfred J.T. Byrne, the FDIC's General Cnmsel, said today: "'llle vast 

majority of bank officers arrl directors krXM their duties arrl 

responsibilities. M:)st take them seriwsly an:1 fulfill them. '!he FDIC wishes 

to encx:m-age them arrl others like them to serve in the bankin;J mrustry 

because responsible directors arrl officers are am::n;;J the first lines of 

defense for our insurance flm:l. Ha,,lever, the FDIC also takes seria.isly our 

duties an:1 responsibilities to the insurance flm:l arrl to the American 

taxpayer. We hq>e the guidelines anna.ux:ied today will help directors arrl 

officers urxierstan:1 \rhlat the FDIC expects, why we expect it, an:1 why we 

sanetimes file lawsuits to recover losses to the insurance flm:l." 

'lhe ra, statement represents a clarification of FDIC policies an:1 

procedures. It notes that FDIC lawsuits are authorized only if a breach of 

duty is uncovered. 'lhe guidelines also cx:mnent on the differences in the way 

the FDIC analyzes claims against inside directors versus those again.st rut.side 

directors, and reoo;ptlzes that rut.side directors generally do not participate 

in the day-to-day :t:usiness q:,eration.s of the bank. 'lhe nost m111on suits 

brrught against rut.side directors involve "insider al::use" (such as 

preferential loans or contracts) arrl the failure to inplement corrective 

nea.sures after bein;J · wazned of problems at the bank. 

'Ihe statement on director an:1 officer responsibilities is attached. 




