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MOU BETWEEN BRISTISH VIRGIN ISLAND FIN.
SERVICES COMMISSION AND OCIF

MEMORANDUM OF UNDERSTANDING
FOR MUTUAL COOPERATION
_ BETWEEN THE
BRITISH VIRGIN ISLANDS
FINANCIAL SERVICES COMMISSION
' AND THE
OFFICE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS
OF THE
COMMONWEALTH OF PUERTO RICO

1., REASONS FOR THE MEMORANDUM OF UNDERSTANDING . .. . . .
Banco Popular de Puerto Rico (“Banco Popular”) and FirstBank Puerto Rico

(“First Bank”) are commercial banks organized under the laws of the
Commonwealth of Puerto Rico (“Puerto Rico®”). Banco Popular and FirstBank
have branch bank operations in the British Virgin Islands (the “BVI”).
Both branches in the British Virgin Islaﬁds are licensed and supervised
by the BVI Financial Services Commission (the “Commission”) established -

under the BVI Financial Services Commission Act, 200L.

* Recently, FirstBank was granted approval by the Commission to establish a
branch in the island of Virgin Gorda and to expand the Tortola operations
by the addition of a Business Centre. Banco Popular has approached the
Commission to discuss the establishment of a branch in the island of
Virgin Gorda.

The banking authorities of the BVI and Puerto Rico consider that, in
light of the mentioned operations in the BVI by Puerto Rigan banking
entities, it is convenient and beneficial to execute an agreement of.
mutual cooperation in order to achieve the adequate supervision of the
mentioned entities as well as any other Puerto Rican banking entity which

now or in the future engages in the business-of banking in the BVI.

This agreement is also intended to provide for the cooperation of both  a
supervisory agencies. in the event any banking institution organized under  _

the laws of the BVI engages in the business of banking in Puerto Rico.

With such purposes in mind, the Commission and the Office of the

Commiasicner of Financial Institutions of the Commonwealth of Puerto Rico

CCFI Rev, 6-29-05




(the “OCFI”), in the exercise of their respective legal faculties, hereby
agree to base their cooperation on the terms established in this

Memorandum of Undexstanding (the “MOU”).

2. GENERAL DISTRIBUIION OF RESPONSIBILITIES
Both banking authorities endorse the principles included in the document

of the Basel Committee on Banking Supervision of May of 1983, known as

the Basel Capltal Accord as well as its subsequent developments,

particularly, the document tltled “Core Principles for Effective Banking

Supervision”. Therefore, both parties agree on the role a331gned in the
mentioned documents to the banking supervisor of the country of origin
where the holding or parent company is domiciled and to the banking
- supervisor of the host country, where the'affiliates or subsidiaries are
located or engage in business. Hereinafter, we shall respectively refer
to these agencies as the ™“Banking Supervisor of the Country of Origin”

(*co”) and the “Banking Supervisor of the Host Country” (“HC").

More specifically, both authorities assume that the CO will superrise the
organization, endeavors and internal controls, the risks, the sufficiency
of capital and, in general, all the significant aspects which may affect
the solvency and stability of the total banking group in question. - To
achieve this, the CO should have access tozall the information of the
entities that comprise the banking or financial group and that is

necessary to oarry out its responsibilities as CO.

The HC will supervise the organization, endeavors, internal controls, the
risks, the solvency and, therefore, the continuity of the entities that
carry out business in its territory, assuring; pursuant to the rules that
are locally applicable, the reasonability of its financial statements and

the accuracy of the information received by the CO.

Tn addition, in the event that the entities:that operate in the HC have
established branches or affiliates in other countries, the HC will have
the responsibility of the supervisor of the country of origin in relation

to such branches or with the corresponding subgroup.




3. GENERAT, PLEDGE OF COOFPERATION AND EXCHANGE OF INFORMATION ABOUT
THE BANKING ENTITIES. ) :
Both authorities bind themselves to cooperate closely in the achievement

of the goals established in the previous section. To achieve this they
will exchange, on their own initiative, or at the request of the other
party, the available information that is significant. In the appropriate
cases, they shall serve as intermediaries concerning other authorities in
their respective countries, and, in general, shall facilitate, to the
Cextent of  tHEIF Possibilitiss, “the execution of their respective
functions and duties.

In particular, the CO is interested in being able to:

{a) identify the conglomerate of entities and enterprises belonging to
the group or those in which the group has a significant participation,
and knowing the inter—group operations and any other information, which

is capable of triggering adjustments in the compiled financial
statements.

(b) know any problem or weakness, which has been manifested in the
operations, in the internal controls, in the financial condition or the

public image of the enterprises, which have activities in the HC;

(c) be informed, any time it is relevant, of the observations, the
requirements, the proposed sanctions and, in general, any measures taken

by the HC in relation with the entities ox their directing bodies;

(d) be informed of any authorization granted by the HC, including

special plans, by means of -which a compliance schedule or exemption to

compliance with local rules is granted;

(e) be informed by the HC of any significant fact which comes to its
kxnowledge and that leads it to doubt that the endeavors of the group are

-~

carried out in a prudent manneyx;

(£) be informed by the HC, with the purpose of knowing its effect on a

consolidated level, of the obligatory local solvency standard, including




the details of the requirements according to the type of risk and the

composition of their own resources computed by relevant segments;

(f} obtain from the holding companies the accounting information, or of
any nature, of the enterprises in question necessary for the control of
its risks and for its adequate accounting consolidation and, in

particular, the itemized information of the credit investments and of the

precise securities portfolios to assess the quality of such assets. For .

these purposesy~the~Gmeay~seek~the~help-ofmthe-HGminmorder~tDncause the
pertinent entities to provide such information to thelr holding

companies.

The HC is particularly interested in knowing the guality of the endeavors
and the internal controls established by the holding bank or entity, as
well as the problems of the groups in the aggregate, or the measures

- taken by the CO, as long as these may have repercussions in the stability

of the local entities.

Both authorities are interested in knowing the situation and evolution of
their respective financial markets and the competitive position of the

groups that have a presence in the -other country and of the affiliates

that form part of such groups.

4, CONFIDENTIAL NATURE OF THE INFORMATION
The exchanged information shall only be used for banking supervision

purposes and shall Dbe Asubject to the legal restrictions of the

professional secret or confidentiality pursuant te the legal rules of
each country. ‘

The information shall continue to be the property of the authority that
furnished it. 1In this sense, in the event that any information obtained
pursuant to this agreemeﬁt must be disclosed to another authority in
compliance with a legal mandate, both authorities bind themselves to
previously notify each other of this fact and to cooperate in orxder to

preserve, by the legal and accessible means, the confidentiality of such

information.

Y
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4.1 In the BVI there is no specific regulation providing for the
secrecy of banking information. The Commission is auth&rized to exchange
information with other supervisors pursuant to Section 29 of the
Financial Services Commission Act, 2001 and section 5 of the Financial
Service (International Co-operation) ,Act, 2000. The complgte text of

this provision is attached hereto as Appendix A to this Agreement.

Ir view of the above, the information provided by the Commission teo the
OCFI must remain in-the latter’s possession subject te Section-29 of the

Financial Services Commission Act, 2001 cited above.

4.2 In Puerte Rico, there 1s no specific statute or regﬁlation
providing for the secrecy of banking information. However, the Supreme
Court of the Commonwealth of Puerto Rico has ruled that any information
that is classified as confidential by specific laws that govern the
matter at hand and under which the information is provided, shall be
deemed confidential for evidentiary purposes. Thus, in the case of
banking institutions that operate in Puertec Rico, all Iinformation
provided by such institutions to the OCFI under statutes or fegulations

that classify it as confidential will be treated as confidential by the
OCFI. '

Section 28(h) of the Banking Law of Puerto Rico, Law Number 55 of May 12,
1933, as amended, (hereinafter, the “Banking Law”), provides, as is here
pertinent, that the “reports rendered by the examiners to the
commissioner with regard to the examination made of any bank or foreign
bank; shall be of confidential naturé, except for the Legislature of

Puerto Rico or a committee appointed by it, or for other banking agencies

which supervise said bank ...”

To implement the authority of sharing cﬁnfidential information about
banks with other supervisory agencies of such banks, the law which
provided for the creation of the OCFI, article 10(a} (15) of Puerto Rico
Law Number 4 of October 11, 1985, as amended (“Puerto Riéo Law No. 47),
authorizes the Commissioner of Financial Institutions to “Grant contracts

or cooperative agreements with other jurisdictions to, among other




things, perform joint examinations and share confidential information
"compiled in said financial institution’s examinations ... coordinate and
share information with nay other supervisory agencies of financial
institutions of any other jurisdiction, or any organization affiliated to
or representing one or more supgrvisory agencies of financial
institutions ... .7 The cited article also specifies that “Before
revealing any confidential information under the provisions of [the
_language_ cited abovel, the Commissioner shall obtain the assurance of
said supervisory agency +to maintain the confidentiality of such
information to the extent possible under this or any other applicable

[stafute].” The complete text of these provisions is attached heretoc as

Appendix B to this Agreement.

Therefore, the informetion provided by the OCFI to the Commission shall
remain the latter’s possession subject to‘ the same rule of
confidentiality applicable to the OCFI as established in article 28(h) of
the Banking Law and article 10(1) (15) Of Puerto Rico Law No. ﬁ, cited

above.
5, WIN-SITU” INSPECTIONS.
5.1  In Puerto Rico, pursuant to article 28{(a) of the Banking Law, the

OCFI examines all banks and banking institutions organized under the laws
of Puerto ‘Rico and all banks and banklng institutions that operate in
Puerto Rico. In the case of banks and banklng institutions organized
under -the laws of Puerto Rico, the faculty to examine extends to any
branch, office or other &ependency of such banking institutions located

outside the geographical boundaries of Puerto Rico.

The decision whether to inspect 'affiliates of banking institutions
organized under the laws of Puerto Rico and operating Abroad, depends on
the relative importance of the supervised entity, the possibility 6f
having sufficient comparative information, the existence of reliable
internal audit reports, the assurances obtained from the annual reports

of external audits, and, very importantly, the existence of supervision




by other supervisory authdrities and the possibilities to gain access to

their reports.

5.2 In BVI, pursuant to Section 4 of the Financial Services Commission
Act, 2001, the Commission examines all banks and banking institutions
organized under the laws of British'Virgin -Islands and all banks and
banking institutions that operate in British Virgin Islands. In the case

of banks and banking institutions organized under the laws of Bxitish

‘“Virgin”Tsiandsr—thE*facuitygtofexamineuexténdé"%o—aﬂy_bfaﬂehT—ﬁffieewor—wmh-m“mm

other dependency of such banking institutions located outside the

geographical boundaries of British Virgin Islands

The decision whether to inspect affiliates of banking dinstitutions
organized under the laws of the BVI and operating abroad, depends on the
relative importance of the supervised entity, the possibility of having
sufficient comparative information, the existence of reliable internal
audit reports, the assurances obtalned from the annual reports of
external audits, and, very importantly, the existence of supervision by

other supervisory authorities and the possibilities to gain access to
their reports.

5.3 Based on the premises stated above, and ﬁﬁrsuant to the joint
agreemetit of the parties, the CO may perform “in-situ” inspections of the
relevant entities that are part of the banking groups supervised on a
consoiidated basis. In each particular case, both authorities shall
determine how to carry out such inspections, includ;ng the possibility of

carrying out joint examinations and inspections, when deemed advisable.

Both authorities state that they know of\no legal impediment for such
examinations or -inspections or to provide access to the CO to the
information pertaining to the affiliates, in the terms stated in clause
number 4 of this agreement. In any event, both authorities bind
themselves to cooperate, to the extent of their possibilities, to
facilitate access to the CO to the institutions being examined, whether

or not they are within the scope of jurisdiction of the HC,.




Iﬁ the case of inspections performed exclusively by the CO, the HC shall
advise the CO regarding the necessary procedures to comply with local
legislation in effect and, when necessary, shall provide assistance in
completing the pertinent administrative process. Before commencing a
visit, the representatives of the €O shall meet with those of the HC in
order for the latter to inform the CO representatives on any particular
items which may be of interest for the performance of the work. Once the
examination, }ngggc?igg, or visit is finished, a new meeting shall be
held to comment the most important results. The inspection report of the
CO, once prepared, or a summary of its salient aspects, shall be

forwarded to the HC.

Concerning the inspections or examinations of the pertinent entities
performed by the HC, the latter binds itself to inform the results to the

CO by sending a summary of the most important aspects of the resulting

report.

6. BRANCH RELATED ASFECTS.
In the BVI, the establishment of foreign branches by BVI banks is subject

to previous authorization by the Commission. This authorization is
granted based on the financial condition of the entity, its
organizational capacity, and the availability in the BVI of information
about the branch in order for the bank’s directives and the supervisory

authorities to control and supervise the brahch’s activities.

In Puerto Rico, the establishment of foreign branches by Puerto Rican
banks 1s subject to previous authorization by the OCFI. This
authorization is granted based on the financial condition of the entity,
its organizational capacity, and the availability in Puerto Rico of
information about the branch in order for the bank’s directives and the

supervisory authorities to control and supervise the branch’s activities.

Both authorities consider it opportune to establish in this MOU the

foundations of their future cooperation in the event that a BVI or Puerto

Rican entity decides to establish a branch in the BVI or in Puerto Rico,

a
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respectively. Both authorities acknowledge that the other authority has
the right to perform direct examinations of such branches and to have

access to any information relevant to sald branches.

7. CONTACTS AND MEETINGS BETWEEN BOTH AUTHORITIES.
The supervisory authorities of both countries may, at ail times, request

advice and elucidation from the other party as well as the celebration of

the meetings deemed necessary. For these purposes, both supervisory

authorities agree to designate and mutually notify the name of one or
more officers in their respective organizatioms as liaisons for the

pursuit of the ordinary relations that ensue from this MOU.

8.  GENERAL PLEDGE OF THE PARTIES TO EXCHANGE INFORMATION CONCERNING
THEIR RESPECTIVE BANKING SYSTEMS
Both authorities agree to respond to mutual reguests for information on

specific aspects of their respective financial, legislative, and legal
systems as well as the policies, which affect them, and to inform each
other of any relevant change, particularly, of those changes that may

have a significant effect in the activities carried in or controlled in

3

the other country.

9. RECIPROCITY AND ACTUALIZATION OF THE DOCUMENT.
Although at the present time there are no financial entities organized

under the laws of the BVI operating in Puefto Rico, both authorities
'agree that the provisions of this agreement shall be reciprocally applied

in all its contents, if such a situation were to arise.

Both supervisory authorities agree that the general terms of this
agreement may be further specified by common agreement by means of
addenda that develop specific programs establlshed for the supervision of

entities specifically identified by both parties.
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Signed in two originals on./qéé““iﬁ IX 2005,

Office of the Commissioner

Of Financial Institutions-of the -

Commonwealth of Puerto Rico
By:

1L

. Alfredo Padilla
ommissioner of Financi
Institutions

1

Services -Commission - -

British Virgin Islands Financial

British Virgin Islands
By:

Mr. Kenneth Baker
Deputy Managing Directo




ATTACHMENTS (OPTIONAL)

I) ASPECTS ASSOCIATED WITH THE ACTIVITIES CARRIED OUT BY THE
FINANCIAL GROUPS. .

1. In the British Virgin Islands, the Commission carries out its

supervision based on the consolidation of the bank’s subsidiaries, units,

' or divisions that are within the bank’s legal stricture.”

2. In Puerto Rico, the OCIF carries out its supervision based on the
consolidation of the bank's subsidiaries{ units, or divisions that are

within the bank’s legal structure.

Ir) ASPECTS ASSOCTATED with each one of the bank affiliates,

1. .Tn British Virgin Islands, the création by British Virgin Islands
banking entities of subsidiaries established in foreign countries, or the
acquisition of a significant participation of shares, directly or
indirectly, in a pre-existing entity is subject-td_the authorization of
the Commission. Such authorization may be denied, if the Commission
concludes that the pxoposed organization or acquisition jeopardizes the
principles of safety and’ soundness estabiighed in the British Virgin
Islands Banks and Trust Companies Act, 1980, or when the proposed
organization or acquisition is contrary to the public policy of the

Commonwealth of British Virgin Islands.

The Commission requires that British Virgin Islands banks to maintain
information in British Virgin Islands, adecuately updated, concerning the
financial condition of their subsidiaries abroad, as well as information

of their risks levels and the control and operation of such subsidiaries.

2. TIn Puerto Rico, the creation by Puerto Rican banking entities of
subsidiaries established in foreign countries, or the acquisition of a

significant participation of shares, directly or indirectly, in a pre-

-~




12 .

existiﬁg entity is subject to the authorization of the OCFI. Such
authorization may be denied, 1f the OCFI concludes that the proposed
organization or acquisition Jjeopardizes the principles of safety and
soundness established in the Puerto Rice Banks Act, or when the proposed
organization or acquisition is contrary to the public policy of the

Commonwealth of Puerto Rico.

The OCFI requires that Puerto Rican banks to maintain information in

Puerto Rico, "sdequately updated, concerning “the financial-condition-of - ~ =

their subsidiaries abroad, as well as information of their risks levels

and the control and operation of such subsidiaries.

Both authorities shall freely consult each other about any aspect and may
‘request from each other the exchange of all significant information in

its possessiorn concerning such affiliates.

Irx) ASPECTS CONCERNING OTHER NON-BANKING AFFILIATES IN THE HOST

COUNTRY.
The CO desires that the HC share with it any information it may receive

and that may be of interest for the consolidated supervision of the
banking §roups that may be covered by this agreement. In addition, the
co would like to know any relevant amendments or changes in the local

legal rules that affect such entities.

At the request of the. CO, the HC offers to act as intermediary when

dealing with other supervisory autherities in its country.

Iv) ASPECTS CONCERNING OTHER NON-FINANCTAL AFFILIATES IN THE HOST

COUNTRY .
1. In British Virgin Islands, a bank may not operate outside the

Virgin Islands any subsidiary, branch, agency or representative office

without the prior written approval of the Commission.

2. Tn Puerto Rico, banking entities may only invest in, and hold shares’

of, enterprises and institutions engaged in financial business.
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3. The CO desires that the HC share with it any relevant information it

may receive on this topic.
APPENDIX A
1. Financial Services Commission Act, 2001
1

2. Financial Services (International Co-operatiocn) Act, 2000




MEMORANDUM OF UNDERSTANDING

ontrol
DI WEdIL

U.S. Department of the Treasury,
YT il =313 L] ‘-—.‘—l ey

Office of Foreign Assets C
0 Teial Institutiof e C

1 A1

L Background

A, Purpose
This Memorandum of Understanding (“MOU”) sets forth procedures for the

~éxchange of specified mformation between thie OTfice of the Comitissioner of Financial
Institutions of the Commonwealth of Puerto Rico ("OCFI") and the Office of Foreign Assets
Control (“OFAC™), an office within the U.S. Department of the Treasury (collectively, the

“Agencies”). :

OCFI has examination and enforcement authority for the financial condition, safe
and sound operation, and compliance with laws and regulations of the banking organizations and
of other financial organizations it supervises. Under delegated authority from the Secretary of
the Treasury, OFAC furthers U.S. foreign policy and national security goals by administering
and enforcing economic and trade sanctions against targeted foreign countries, groups, and -
persons subject to 31 C.F.R. Ch. V, Office of Foreign Assets Control Regulations.

Information to be shared under this MOU includes information about OFAC’s
administration and enforcement of economic sanctions, information about compliance with
OFAC requirements by banking organizations and other financial organizations supervised by
OCFL and to the extent permitted by law, including the Right to Financial Privacy Act (12
U.S.C. 3401, et seq.), information about possible violations of OFAC sanctions by banking
organizations and other financial organizations supervised by OCFL

The sharing of informatic;n under this MOU is intended to help OFAC in fulfilling
its role as administrator and enforcer of economic sanctions and to assist OCFI in fulfilling its »
role as a banking and other financial organizations supervisor.

B. Assessment of MOU Operation

) The Agencies shall meet, as necessary, to discuss the operation of the MOU and -
{0 identify any issues or adjustments that may be required. During such meetings, OFAC will -
provide an update on how the information provided by OCFI under this MOU has been used or
applied by OFAC. The Agencies will also evaluate the effectiveness of the information sharing

in meeting the goals outlined above.

1 See31 C.F.R. Part 501.




C. Resource

OFAC maintains a toll-free telephone hofline to address issucs relating to
interdicted items and general comphance questlons and will make that resource available

to OCFI examiners as well as 1o the imstititions that hey reguiate:

Provision of Information to OFAC by OCFI

A.

Unreported Violations of Sanctions.

OCFI will notify OFAC promptly of any apparent, unrepotted sanctions

1118

violations discovered in the course of an examination to the extent permitted by
law, including the Right to Financial Privacy Act. OCFI will direct banking
organizations and other financial organizations it supervises to provide
information directly to OFAC as required by OFAC regulations.

Other Examination Findings. |

1)

2)

When OCFI d1scovers significant deficiencies in a banking or other financial
organization’s policies, procedures, and processes for ensuring compliance
with OFAC regulations, OCFI will notify OFAC of such deficiencies to the
extent permitted by law, including the Right to Financial anacy Act. For
purposes of this MOU, a significant deficiency means: a systemic or pervasive

‘compliance deficiency or reporting and recordkeeping violation, including a

situation where a banking orgamzatmn or other financial organization fails to
respond to supervisory warnings concerning OFAC compliance deficiencies or

systemic violations.

In cases where OFAC has initiated a review of a banking organization or other
financial organization based on deficiencies identified in section ILB.1., or
other evidence within OFAC’s investigative purview, OCFI will provide to
OFAC, upon OFAC’s written request, information relating to OCFI’'s”
examination or supervisory findings regarding a banking or other financial
orgatization’s policies, procedures, and processes for ensuring comphance
with OFAC regulations, to the extent permitted by law, including the Right to
Financial Privacy Act. Upon written request, OFAC may obtain further or
additional supervisory information (if available) relatmg to the above
information.

Provision of Information to OCFI by OFAC




To the extent provided by law, including the Right to Financial Privacy Act:

A, After OFAC becomes aware of an apparent sanctions violation by a banking
organization or other financial organization supervised by OCFL OFAC will promptly provide
OCFI with information about the apparent v101at10n OFAC wﬂl also prov1de a copy of any

apparent sanctions violations by the bankmg orgamzatlon or other ﬁnancml orga:mzatlon ortoa
pending or possible enforcement action against the banking organization or financial

organization.

: B. OFAC will also prov1de to OCFI notice of and appropriate documentation relating
to the following:

1) Notice prior fo any on-sife investigation or audit of d banking organization or
other financial organization and the results of such investigation or audit, e.g.,
an investigation or audit report, as soon as practicable afier completmn of the

investigation or audit;

2) Notice that a banking organization or other financial orga:nizatioh is
undergoing an OFAC evaluation;

3} OFAC’s evaluation of an apparent violation by a banking organization or other
financial organization;

4) OFAC’s enforcement determinations, including any decision to close an
investigation without taking enforcement action, the 1 issuance of a prepenalty
notice, or the issuance of a penalty notice;

5) Notice prior to making public any enforcement action;

6) Upon written request, OCFI may obtain further or additional information (if
available) relating to the above information.

IV. Restrictions on Disclosure and Use of Information

A. 1) OCFI retains ownership of all information provided to OFAC under this

‘ MOU. OFAC retains ownership of all information provided to OCFI under
this MOU. All information OCFI provides to OFAC under this MOU shall be
deemed confidential supervisory information and is subject to OCFI’s laws,
regulations and agreements governing the disclosure of such information. -~
OFAC will use information provided by OCFI under this MOU only int
accordance with the restrictions applicable to mformatlon shared by OCF1
under those laws, regulations and agreements.” OFAC will rely on OCFI to

! 2 Act No. 4 of October 11, 1985, “Office of the Commissioner of Financial Institutions Act”, as amended (7
L.P.R.A. sec. 2001 et seq.)




specifically identify any disclosure or privacy restrictions applicable to
information it shares with OFAC. The information provided by OFAC to
OCFI is intended for OCFI's use in the supervision of the institutions that it
regulates and is not for further disclosure outside the course of its supervisory
activities. Neither OFAC nor OCFI will make public use of any confidential
information provided by the other under this MOU without the prior written

approval of the other.

2) OFAC and OCFI will establish and maintain such safeguards as are necessary
and appropriate to protect the confidentiality of the information received
under this MOU and information' derived therefrom.

3) OFAC will ﬁotify OCFI in writing of any legally enforceable demand for
information provided by OCFI under this MOU, prior to complying with the -

demand. OFAC will assert alf such legal exemptions, protections or
privileges on OCFI’s behalf as OCFI may request. Unless subject to a court
order or other compulsory process, OFAC may not grant any demand or
request for the information without prior written notice to, and approval of,
OCFL

4) OCFI will notify OFAC in writing of any legally enforceable demand for
information provided by OFAC under this MOU, prior to complying with the
demand. OCFI will assert all such legal exemptions, protections or privileges
on OFAC’s behalf as OFAC may request. Unless subject to a court order or
other compulsory process, OCFI may not grant any demand or request for the
information without prior written notice to, and approval of, OFAC.

5) OFAC and OCFI expressly reserve all evidentiary privileges and protections
apphcable to any information prov1ded to one another under this MOU.

= B. Disclosure to OFAC of confidential supervisory information that is jomtly held by
OCFI and a Federal Banking Agency (“FBA”) shall be subject to the FBA’s

approval.

Y. Civil Enforcement

No prowsmn of thlS MOU is intended to affect the respective enforcement
authont1es of OCFI, OFAC, or the FBAs:

VL Term of MOU ' ,

This MOU is effective upen signaﬁlrc by‘both OCFI and OFAC and will remain
in effect until amended or replaced by signed, mutual agreement of both parties.

This MOU may Be terminated by OCFI or OFAC upon 30 days written notice. '

This MOU inay be executed in counterparts,
S o )




IN WITNESS WHEREOF, each of the parties hereto has caused this MOU to be
executed by its duly authorized officer on the date indicated below. ,

OFFICE OF FOREIGN ASSETS CONTROL -

By: AdamdJ. Szn’ﬁfu))irector

- Datedé Tooe .t ’aw(;,

OFFICE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS OF THE
COMMONWEALTH OF PUERTO RICO

WM;@?M

By: Alfrﬁﬁo Padill4, Commissioner
Dated: A/ade.._\_éf——, 27 9-005




MEMORANDUM OF UNDERSTANDING OCIF
BETWEEN OFFICE OF THE COMTROLLER OF THE

CURRENCY (OCC) 2027

+MEMORANDUM OF UNDERSTANDING
BETWEEN THE
OFFICE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS
OF THE COMMONWEALTH OF PUERTO RICO
_ ‘ AND THE
OFFICE OF THE COMPTROLLER OF THE CURRENCY

The Office of the Commissioner of Financial Institutions of the Commonwealth of
Puerto Rico (“ the OCFI”) and the Office of the Comptro{ler of the Currency (OCC) (eac;h, the
“Agency;” collectively, the “Agenciés”) are entering info this Memorandurn of Unders.tanding
(‘MOU”) fo enhance their communication and exchanges of information to ‘achieve prompt and
effec;ive resolution and redress of consumer complaints relating to the financial institutions and
their financial affiliates that #he Agencies respectively supervise, examine or regulate
(“Regulated Institutions™).

“ The Agéncies recognize that issues may exist concerning the scope of the respective -
jurisdiction of each of the Agencies to supervise, examine or regulate certain Regulated
Institutions. Nothing in this MOU is intended to or shall be construed to affect, modify, or imply
any conclusion regarding the jurisdiction or authority-of either of th? Agencies or affect the
rights, poweré or obligations of the Agencies under existing law concerning the scope of the-
respective jurisdiction of each of the Agencies to supervise, examine, or regulate or bring
administrative or judicial enfbrcement proceedings against the Regulated Institutions covered by
this MOU. Nothing in this MOU shall be construed to prevent either Agency from taking any

supervisory, examination, regulatory or enforcemment action that the Agency may deem necessary

or appropriate to carry out its responsibilities as permitted by applicable law.

Pursuant to the foregoing, this MOU is made and entered into as of June 29, 2007,
between the OCC and the OCFEL '




1. Complaint Referrals and Infomation Sharing

To the extent pernitted by applicable law, igﬁlﬁding but nét limited to the Rightto .
Financial Privac-y Act! and the Privacy Act,” the OCC agrees to refer to the OCFI consﬁmer
complaints and allegations of violations of consumer protection laws coﬁcemjgag Regulated
Institations it cpncludes are subject to thé jurisdiction of the OCFI, and the OCFI agrees to refer
to the OCC consumer complaiﬂté and allegations of violations of consumer protectién laws
concerning Regulated Institutions it concludes are subject to the jurisdiction of the OCC. The
Agencies agree to explore 11;33113 to enilance processes and procedures fpr such sharing and to
facilitate the sharing of information concerning the status and resolution of compiaints and
actions taken based on complaints or evidence of alleged violations of consumer protection laws
referred by an _Agency to the other Agency.

In order to accomplish substantive information sharing, the OCC agrees to submit to the
OCFI a written quarterly report of referrals received from the OCF that either are not m clo se;i
status or that have been closed since the last written report setting forth the foliowing based upon
the OCC’s Consumer Ass_istance Group (CAG) database: |

e the name of the consumér,

o the identifying number assigned to the complaint by the CAG,
e bank name,
e date opened,

e date closed,

112 U.8.C. §§ 3401 =3422.
?5U.8.C. §552a




o category of case (such as loan, credit card, or deposit account) and specific laws or
regulations involved,
e case status, and

e resolution (including any compensation amownt).

The current status of the referral will contain the following types of information, using CAG datal

" elements, as appropriate:
° Complaint is under review by the OCC;
e Complaint is pending, including pending response from the bank or additional
jﬂfo;:mation from the consumer; | |
o Complaint has been referred to another federal or state. agency;
e Complaint has been withdrawn; and
o Complaint has been closed, including information on the date closed and final disposition
of the coroplaint.
The OCC will provide the OCFI with information explaining the terminology used m the data
elements provided under this agreement.
Likewise, if requested by the OCC, the OCFI aglrees to submit to the OCC a Written
qqafterly r—eport of referrals received from the OCC that contains similar data as that described

above to the extent that such a report can be generated with, reasonable effort based on databases
maintained by or on behalf of the OCFL

2. Confidentialit

(a)  For purposes of this MOU, any of the following information obtained by a
- Requesting Agency shall be treated as Confidential Information:




J

(i) the name, address, or other personaily identifiable information relating to any
consumer; and .

(i) any supervisory determinations by the Responding Agency, including the findings,
resolution, and compensation amount relating to any complaint.
(b) The Requesting Agency agrees to use any Confidential Information it receives
pursuant to this Memorandum only for purposes diiectly related to the exercise of its regulatory
authority.. The Requesting Agency may not make any additional use, or disclosure, of

Counfidential Information without the prior approval of the Réspondmg Agency which shall not

be unreasonably denied.

(c)  All Confidential Information provided pursuant to this Mermorandum belongs to,
and shall remain the property of, the Responding Agency. The Requesting Agency shall also
take all actions reasonably necessary to preserve and protect any privilege or claim of

confideﬁtiélity rzf:lating to Confidential Information, including:

(i) restricting access to Confidential Information obtained pursuant to this Memorandum
to only those of its officers, employees, or agents (inclading outside counsel, accountants, and
consultants) who have a bona fide need for such information in carrying out the supervisory

responsibilities of the Requesting Agency;

(ii) informing those of its officers, employees, or agents who are provided access to such

. Confidential Information of the Requesting Agency’s responsibilities under this Memorandu,

and

(iii) establishing appropriate physical safeguards for maintaining such Confidential

Information.

(dj If the Requesting Agency receives a request from a third party for Responding

Agency Confidential Information, or is served with a subpoena, order, or other process requiring

production of such information, the Requesting Agency shall:




(i) immmediately notify the Responding Agency and provide to it copies of such request,

. . _ _
subpoena, order, or other process as well as attachments thereto;

(if) provide the Responding Agency the opportunity to take whatever action it deems

appropriate to preserve, protect, and maintain the confidentiality of such information or any

related privileges;

(iif) cooperate fully with the Responding Agency to preserve, protect, and maintain the

‘ coufide:i;tiality of such information or any related privileges;

(iv) notify the party seeking the information that it was obtained from and is considered
the property of the Responding Agency and that requests for such information must be made

directly to the Responding Agency in accordance with applicable federal or state law;

() resist, to the extent practicable, production of such information, pending receipt of

written consent from the Responding Agency to the production of that information; and

(vi) consent to any application by the Responding Agency to mtervene in any action to

preserve, protect, and maintain the confidentiality of such information or amy related privileges.

(e) Nothing in this Memorandum shall prevent the Requesting Agency from cbmplying
with a Jegally valid and enforceable order by a court, adjudicatory body, or legislative body of

competent jurisdiction compelling production of Confidential Information, providing that the

Requesting Ageﬁcy:

(I reasonably determines that efforts to quash, éppeal, or resist compliance with the order

would be unsuccessful;

(ii) attempts, to the extent practicable, to secure a protective order to preserve, protect,

and maintain the confidentiality of such information or any related privileges; and




(iii) immediately notifies the Responding Agency of its intent to comnply with the order

and of any actions taken in compliance with the order.

In complying with ﬁe request, the Requesting Agen-cy will use its best efforts to obtain from the
requestor a comimitment o maintain the confidentiality of the information and advise the
legislat'iife body that the infmmatiou to be produced belongs to the other Agency. The
Requesting Agency agrees to advise the Responding Agency as promptly as is reasonably

possiblé of such a request prior to complying with any such request.

3. Miscellaneous

(a) Authority. Bach party to this MOU has‘ requisite legal authority to enter into this
MOU. | In the eve;nt_ of any material change to its authority, a party will provide written .
notification to the other party within ten (10) calendar days of any such change.

(b) Temﬁﬂation. Hither party may: termmate this MOU v;rith respect to prospective
sharing of haforfnation by providhg thirty (30) calendar days advance written notice to the other
party. Inthe event of tenni.nation, information obtained by a Requesting Agency under this
MOU, if n(-)t re_tumed, will rernain tbfe property of the Responding Agency and the Requesting

Ageney will continue to observe all terms and conditions of this MOU that relate to such

information.

(c) Agency Contacts. As soon as practicable after execution of this MOU, each Agency
will advise the other of the name, title, and contact information, including addresses and
telephone and fax numbers, for the appropriate official(s) to contact for purposes of notices and

exchanges of mformation hereunder. This contact information will be updated as appropriate.
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'MEMORANDUM OF UNDERSTANDING BETWEEN, THE OFFICE OF THE
COMMISSIONER OF FINANCIAL INSTITUTIONS OF THE COMMONWEALTH OF
PUERTO RICO AND THE OFFICE OF THE UNITED STATES TRUSTEE FOR THE DISTRICT
OF PUERTO RICO ON THE REFERRAL, INVESTIGATION, AND PROSECUT!ON OF
CASES INVOLVING FINANCIAL CRIMES

. PURPOSE

This Memorandum of Understanding (MOU) between the OFFICE OF THE
COMMISSIONER OF FINANCIAL INSTITUTIONS OF THE COMMONWEALTH OF PUERTO
RICO, hereinafter referred to as OCFI, and the OFFICE OF THE WUNITED STATES TRUSTEE

FOR THE DISTRICT OF PUERTO RICO, hereinafter referred to as OUST, sets forth the -

" “responsibilities ofeach participant regarding the referral, investigation, and prosecution of
matters and cases involving bankruptcy fraud, money laundering, investment fraud,
financial institution fraud, mortgage fraud, and related financial crimes.

l. DESCRIPTION.OF PROBLEM

The complexity of investigations involving bankruptcy fraud, money laundering,
investment fraud, financial institution fraud, mortgage fraud, and related financial crimes in
Puerto Rico, requires cooperation and collaboration of federal and local government
entities to effectively combat the same. The OCFl and the OUST remain committed to the
development of investigations that target bankruptcy fraud, money laundering, investment
fraud, financial institution fraud, mortgage fraud, and related financial crimes. The
successful prosecution of these complex and high-profile cases will strengthen the working
relationship between the OCFl and the OQUST, and other federal and state government

ertities.

The OCFI has a significant role in the implementation of an effective strategy against
financial crimes in Puerto Rico. The OCF is responsible for the regulation, supervision and
oversight of the financial system in Puerto Rico, and the strict compliance with all applicable
laws and regulations. The OCFlinsures the financial industry’s liquidity, stability and ability
to compete in world markets, promotes Puerto Rico’s socioeconomic development, and
safeguards public interest, 'The OCFI also promotes a modern, flexible and unburdened
financial public policy which will insure the balance and fairness between the competing
interests of depositors, shareholders, investors and customers of the financial services

offered in Puerto Rico.

The. parties agree that an effective strategy to combat bankruptcy fraud, money
laundering, investment fraud, financial institution fraud, mortgage fraud, and related
financial crimes in Puerto Rico must be based on a joint effort. This concerted effort will
allow the use of investigative and legal resources from both the federal and state
governments to achieve mutually beneficial results. '
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ill. FEDERAL STATUTES
There are several Federal criminal statutes, which are applicabie in the civil and
criminal prosecution of bankruptcy fraud, money laundering, investment fraud, financial
institution fraud, mortgage fraud, and related financial crimes. The most frequently used
statutes include the following:
1. Money Laundering - 18 U.5.C. §§ 1956 and 1957
2. Currency Reporting Offenses - Bank Secrecy Act, 31 US.C. § 5311 et seq.
Sections 5313 and 5324{a) - failure to file a currency transactionreport (CTR)
on cash transactions involving more than $10,000; filing a false report or
structuring a transaction to evade the reporting requirement. - '
Sections 5316 and 5324 (b} - failure to file currency and monetary instrument
reports {CMIR]} with the U.S. Customs Service at border crossings, filing a faise

report; or structuring a transaction to evade the reporting requirement.

3. Bank Frauds and Reiated Offenses

Embezzlement, Abstraction, Purlommg orWﬂfful Misapplication- 18 US.C. §§
656 and 657;
False Statements - 18 US.C. § 1014
False Entries - 18 U.S.C. §§ 1005 and 1006
Bank Bribery - 18 US.C. §215.
Bank Fraud - 18 US.C. § 1344
4. Bankruptcy Fraud - 18 US.C. §§ 152-157
5. Unauthorized Access of a Computer - 18 U.S.C. §§ 1030(a){2], (a){4). (a}(5}
6. Mail Fraud - 18 U.S.C. §1341
7. Wire Fraud - 18 US.C. 1343
8. Racketeer Influenced and Corrupt Organizations - 18 U.S.C. §§ 1961-68 -
9. Fraudulent Use of a Credit Card - 15 U.S.C. § 1644; 18 U.S.C. § 1029.

10. Securities Fraud - 18 U.S.C. § 1348-1350 {2002).
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IV. GOALS

It is mutually agreed that a MOU should be subscribed to cover matters invoiving
bankruptcy fraud, money laundering, investment fraud, financial institution fraud,
mortgage fraud, and related financial crimes in order to promote joint efforts in the
investigation and prosecution of said matters. It is mutually agreed that the parties to this
MOU will effectively coordinate, as appropriate, their respective investigations to assist each
other in fulfilling their own missions and responsibilities. It is further agreed that the parties
will coordinate and bring to bear each participant’s combined expertise and investigative
resources to combat bankruptcy fraud, money laundering, investment fraud, financial
institution fraud, mortgage fraud, and related financial crimes in Puerto Rico.

V. IMPLEMENTATION
The OCF! and the QUST will develop and exchange those additional instructions and
internal operating procedures that are deemed necessary to the continued implementation
of this MOU with the primary goal of a coordinated, efficient and effective federal response
to the problems of bankruptcy fraud, money laundering and financial crimes in Puerto Rico.
In accordance with the terms of this MOU, the OUST will establish and develop a case
referral program with the OCFI. Each participant will designate, in writing, a point of
contact to handle the matters covered by this MOU within 5 days from its signing.

VI. RESPONSIBILITIES
A. OFFICE OF THE UNITED STATES TRUSTEE

Pursuantto 28 U.S.C. §586 {a){3}{f) and 18 U.5.C. §3057(a}, the OUST hasthe
primary responsibility and jurisdiction to identify and refer to the United States Attorney’s
Office [USAO} and all other federal agencies with investigative jurisdiction all violations of
federal law involving bankruptcy crimes, and assist in their investigation. It is therefore
understood that the OUST shall: :

1. Coordinate this investigative responsibility with the designated point of
contact in the OCFI, as appropriate. ‘ : '

2. Refer to the OCFI all cases where a reasonable suspicion of a violation of
federal or state law involving bankruptcy fraud and related financial crimes
arises. Any pertinent information will be referred to the OCF! within a
reasonable period of time. - : :

3. - Inconjunction with the OCF, identify cases that merit a federal response so
that they can be referred to the USAQ for prosecution.

4, Receive and faciiitate the referral of cases from the OCFl.
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Document any OCFI case referral so that the matter can be efficiently and
effectively tracked and prepared for possible referral to the USAC.

Assist the OCIF in any case that has been referred. The referral of a case shail
not have any effect on the ability of the OUST to discharge its constitutional

" and statutory responsibilities.

Share all relevant information with the OCFI in the mvestigatlon of such
matters. : -

. Develop and provide relevant bankruptcy fraud and related financial crimes:

training for OCFI personnel.

B. “OFFIEE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS - —— -~

COMMONWEALTH OF PUERTO RICO:

Pursuant to ‘Act No. 4 of October 11, 1985, as amended, known as the

“Financial Institutions Commissioner’s Office Act”, the OCFl has the responsibility to
regulate, supervise and oversight the financial system in Puerto Rico, and their strict
compliance with all applicable laws and regulations. itis therefore understood and agreed
that the OCFI shall:

1.

Coordinate this investigative responsibility with the designated point of
contact in the QUST, as appropriate.

Refer to the QUST all cases where a reasonable suspicion of a violation of

federal law involving bankruptcy fraud arises. Any pertinent information will
be referred to the OUST within a reasonable period of time.

In conjunction with the QUST, identify cases that merit a federal response so
that they can be referred to the USAQ for. prosecution.

Receive and facilitate the referral of cases from the OUST where the OCIF has
investigative jurisdiction.

Document any OUST case referral so that the matter can be efficiently and
effectively tracked and prepared for possible referral to the USAQ.

Assist the OUST in any case that has been referred. Thereferral of a case shall
not have any effect on the ability of the OCFI to discharge its constitutional

. and statutory responsibilities.

Share all relevant information with OUST inthe lnvestigation of such matters.

_Develop and provide relevant financial crimes training for OUST personnel.

k3
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VII. DISPUTE RESOLUTION

Any dispute arising out of this MOU shail be brought to the attention of the
designated point of contact for each of the signatory parties. If it is not resolved by the
points of contact, the matter will be referred to the Commissioner of Financial Institutions of
Puerto Rico and the Assistant U.S. Trustee for a final determination.

Vill. AMENDMENT

This MOU may be amended by deletion or modification of any provision contained
herein, or by the addition of new provisions, after written concurrence of all parties to the -

MOU.

© This MOU will remain in effect’ until terminated by any party to the MOU,
provided such notice of termination is in writing and signed by the appropriate agency
official that approved the MOU. _

X NO RIGHTS CREATED

This document is an internal document only intended for use of the signatory parties
and should not be disseminated outside their offices. Furthermore, nothing in this
document is intended to nor does it create any right in any defendant or any third party.

Xl.  APPROVAL

This MOU will take effect immediately upon signature of all ‘parties identified

below. Any prior documents or agreements between the parties regarding the matters
covered in this MOU are superseded effective on the date this documentis signed.

e

Monklta Lecarcﬁﬁ\ |b S / ‘Alfredo Padilla Cintro
Assistant United States Trustee . Commissioner of
District~of Puerto Rico . Financial Institutions

Date: 5/;3/&}3" , Date: /"74\'&& /3, 2007 .




MEMORANDUM OF UNDERSTANDING BETWEEN THE FEDERAL BUREAU OF
INVESTIGATION, THE OFFICE OF THE COMMISSIONER OF FINANCIAL
INSTITUTIONS OF THE COMMONWEALTH OF PUERTO RICO, AND THE UNITED
STATES ATTORNEY’S OFFICE FOR THE DISTRICT OF PUERTO RICO ON THE
REFERRAL, INVESTIGATION, AND PROSECUTION OF CASES INVOLVING
MONEY LAUNDERING AND RELATED FINANCIAL CRIMES

1. PURPOSE

This Memorandum of Understanding (MOU) between the FEDERAL BUREAU OF
TNVESTIGATION, hereinafier referred to as the FBI, the OFFICE OF THE COMMISSIONER
OF FINANCIAL INSTITUTIONS OF THE COMMONWEALTH OF PUERTO RICO,
hereinafier referred to as QCFL and the UNITED STATES ATTORNEY’S OFFICE FOR THE
DISTRICT GF PUERTO RICO, hereinafter referred to ag USAO, sets forth the responsibilities
of each participant regarding the referral, investigation, and prosecution of matters and cases
involving money laundering, investment fraud, financial instihation frand, mortgage fraud, and
related financial crimes. o T o o

II. DESCRIPTION OF PROBLEM

The complexity of investigations involving money laundering, investment fraund,
financial institution fraud, mortgage fraud, and related financial crimes in Puerto Rico, requires
cooperation and collaboration of federal and local government entities to offectively combat the
same. The USAQ and the FBI remain commitied to the development of investigations that target

money laundering, investment frand, financial institmtion fraud, morigage fraud, and related

financial crimes. The successful prosecution of these complex and high-profile cases will
strengihen the working relationship between the FBI, the OCFI, the USAQ, and other federal

and state government entities.

The OCFI has a significant role in the implementation of an effective strategy against
financial crimes in Puerto Rico. The OCFI is responsible for the regulation, supervision and
oversight of the financisl system in Puerto Rico, and the strict compliance with all applicable
laws and regulations. The OCFI insures the financial industry’s liquidity, stability and ability {6
compete in world markets, promotes Puertd Rico’s sociceconomic development, and safeguards
public interest. The OCFI also promotes a modern, flexible and unburdened financial public
policy which will insure the balance and faitness between the competing interests of deposifors,
sharcholders, investors and customers of the financial services offered in Puerto Rico.

The parties agree that an effective strategy to combat money laundering, investment
fraud, financial institution frand, mortgage fraud, and related financial crimes in Puerto Rico
must be based on.a joint effort, This concerted effort will allow the use of investigative and
legal resources from both the federal and state govemnments to achieve mudnally beneficial

results.
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! L FEDERAL STATUTES

There are several Federal criminal statutes, which are applicable in the civil and criminal
prosecution of money laundeting, investment fraud, financial institution fraud, mortgage fraud
and related financial ctimes. The most frequently used statutes include the following:

1. Money Lanndering - 18 U.5.C. §§ 1956 and 1957
2. Currency Reporting Offenses - Bank Secrecy Act, 31 UL.B.C, § 5311 ef seq.

Sections 5313 and 5324(a) - failure to file a currency tramsaction report (CTR) on -
cash transactions involving more than $10,000; filing a false report; or structuring
a transaction to evade the reporting requirement.

Sections 5316 -and-5324(h)- = failure to file currency and monetary instrument
reports (CMIR) with the 11.S. Cuostoms Service at border crossings; filing a false
report; or situcturing a transaction to evade the reporting requirement.

(/;f 3. Bank Frauds and Relafed Offenses

Ag . Embezzlement, Abstraction, Purloining or Willfil Mlsapphcatxon - 18US.C. §§

656 and 657,
False Statements - 18 U.S.C. § 1014

False Entries - 18 US.C. §§ 1005 and 1006
Bank Bribery - 18 U.S.C. §215
Bank Fraud - 18 U.S.C. § 1344

/ 4. Bankruptey Fraud - 18 US.C. §§ 152-157
5, Unauthorized Access of a Computer - 18 U.‘S.(.I. §8 1030(a)(2), (a)(4), (2)}(5)
6. Mail Fi’aud - IEASA"-U.S.C. Section 1341
" 7. Wire Fraud - 18 U.S.C. 1343
8. Racketeer Influeneed and Corrupt Organizations - 1_3 1.8.C. §§ 1961-68
9, Fra}lldulent Use of a Credit Card - 15US.C. § 1644; 18 US.C. § 1029, .

10. Securities Frand - 18 U.S.C. § 1348-1350 (2002).
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IV. GOALS

Tt is mutually agreed that a MOU should be subseribed to cover matters involving money
" laundering, investment fraud, financial mstitution fraud, morigage fraud, and related financial

. crimes in order to promote joint efforts in the investigation and prosecution of said matters. It is

mutually agreed that the parties to this MOU will effectively coordinate, as appropriate, thsir
respective investigations to assist each other in fulfiliing their own missions and responsibilities.
¥ is further agreed that the parties will coordinate and bring to bear each participant’s combined
expertise and investigative resources to combat meney laundering, investment fraud, financial
institution fraud, mortgage fraud, and related financial crimes in Puerte Rico.

V. IMPLEMENTATION

The FBI, the OCFI and the USAO will develop and exchange thoge additional
—instrictions and: internal -operating - procedures -that- are—deemed-—necessary to the continued
implementation of this MOU with the primary goat of a coordinated, efficient and effective
federal response to the problems of money laundering and financial crimes in Puerto Rico. In
accordance with the terms of this MOU, the FBI and the USAQ will establish and develop a case
referral program with the OCFI.  Bach participant will designate, in writing, a point of contact to
handle the matters covered by this MOU within 5 days from its signing,

V1. RESPONSIBILITIES
A. UNITED STATES ATTORNEY’S OFFICE

The USAO has the primary responsibility and jurisdiction to prosecufe all
violations of federal law invelving money laundering and related financial crimes. It is therefore
understood that the USAO shall:

1. In coordination with the FBI, develop specific criteria and guidelines for
the types of cases that will be given priority for prosecution by the USAC.

2. 'In order to efficiently prosecute meritorious cases, the USAQ shall set
forth in writing the criteria, which will serve as a guide to determine the
priority of the prosecutions and the declinations policies. The United
States Attorney may unilaterally alter these criteria, in order to reflect
United States Department of Justice priorities.

3. Along with the FBY, develop and implement a tréining program for OCEI
personnel. : ' ’

-4, Coordinate and evaluate with the USAO’s Civil Division’s Affirmative
Civil Enforcement program the poiential filing of civil actions for the
imposition of monetary penalties in matters referred pursuant to the terms
of this MOTI.
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B. FEDERAL BUREAU OF INVESTIGATION

The FBI will have investigative jurisdiction for all violations of federal law
involving money laundering and related financial -crimes. The FBE will coordinate this
investigative responsibility with the designated point of confact in the OCFI and USAOQO, as
appropriate. It is therefore understood that the FBI shall:

1.

Facilitate the referral of cases from the OCFI where the FBI has
investigative jurisdiction by:

a. Identifying cases that merit a federal response so that they can be
referred to the USAO for prosecution.

“be Documenting - any--OCFI case referval, which warrants FBT-

investigative aclion in the judgment of the FBI, so that the malter
can be efficiently and effectively tracked and prepared for possible
referral to the USAQ.

As promptly as possible, notify the USAO and the OCFL, whenever the
FBI decides to open, pursue or decline the investigation of a case referred
by the OCFL

Along with the USAQ, develop and provide relevant money laundering
and related financial crimes training for OCFI personnel.

C. OFFICE OF THE COMMISSIONER OF FINANCIAL INSTITUTIONS

COMMONWEALTH OF PUERTO RICO:

Pursuant to Act No. 4 of October 11, 1985, as amended, known as the “Financial
Institutions Commissioner’s Office Act,” the OCFI has the responsibility fo regulate, supervise,
and oversee the financial system in Puerto Rico, and the strict compliance with all apphcable
lews and regulations, Tt is therefore understood and agreed that the OCFI shall

1.

Recognize that the USAQ and the FBI have primary investigative and
prosecutorial responsibility regarding violations of federal law involving
money laundering and related financial crimes.

Refer to the USAO and the FBI all cases where a reasonable suspicion of
a violation of federal law arises involving money laundering and related

financial crimes matters. Any pertinent infoxmation will be referred to the |

FRI within a reasonable period of time.

Assist the USAQ and the FBI in any case that has beon referred. The
referral of & case shall not have any effect on the ability of the OCFIto
discharge its constitutional and statutory responsibilities.
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4. In the event that & strictly local matter is developed by the OCF]L, it will be
incumbent on the OCFI to refer the same to local authorities as prescribed
by existing iaw and practice. Furthermore, if local and federal authorities
have concurrent jurisdiction, the OCFI may refer the matter to both local

On a case-by-case basis, in any matter referred to the USAQ for
prosecution, if requested by the USAQ and approved by the OCEI, cross-
designate member(s) of OCFP’s legal department as Special Assistant U1.S;
Attorneys.

W ) and federal authorities, and disclose said joint referral to each.
dzg 5'

V1. DISPUTE RESOLUTIOGN

‘Any dispute arising out of this MOU shall - be™ brought-fo the attetition of the
designated point of contact for each of the signatory parties. If it is not resolved by the points

_of contact, the matter will be referred to the Commissioner of Financial Institutions of Puerto

Rico, the United States Attorney and the Special Agent In-Charge of the FBIL for a final
determination.

VII. AMENDMENT

This MOU may be amended by deletion or modification of any provision contained
herein, or bythe addition of new provisions, after written concurrence of all parties to the

MOU,
VII. TERMINATION

This MOU will remain in effect until terminated by any party to the MOT,
provided such notice of termination is in writing and signed by the appropriate agency official
that approved the MOU., :

IX. NORIGHTS CREATED

This document is an internal document only intended for use of the signatory parties and
should not be disseminated outside their offices. Furthermore, nothing in this detument is
intended to nor does it create any right in any defendant or any third party.
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X. APPROVAL

This MOU will take effect immediately upon signatire of all parties identified
below. Any prior documents or agreements between the parties regarding the matters covered in
this MOU are superseded effective on the date this document is signed.

DRt LG

Rosa Bynilia Rodriguez-Vélez fredoPadilla Luis Fraticelli

TUnited States Attorney Commissioner of Special Agent-in-Charge
District of Puerio Rico Financial Institutions Federal Bureau of

Date: 4 f &l l 68 Date: Investigation

San Juan, Puerto Ri

S e e ) iy
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Federal Deposit insurance Corporation REC]B@G .
) Division o%ﬁi@m%gzﬁﬁmmcﬁon

20 Exchange Place, Room 4012, New York, NY 10005-3270

o Ay 13 P2 82
May 7, 2008

Honorable Alfredo Padilla
Commissioner of Financial Institutions
Government of Puerto Rico

Estacion Fernatfidez Juncos

PO Box 11855
San Juan, Puerto Rico 00910-3855

Dear Mr. Padilla:
Enclosed please find your copy of the Alternate Examination Program Agreement.

If you have any questions, please contact Assistant Regioﬁal Director Edwin H. Lloyd at
(917) 320-2535. i

Sincerely,

Eduicns W - TR

Edwin H. Lloyd
Assistant Regional Director

Enclosure

O8MAY 1L PHi2: O




COOPERATIVE EXAMINATION PROGRAM AGREEMENT

Introduction:

This agreement is between the Office of the Commissioner of Financial Institutions of the
Commonwealth of Puetto Rico (hereinafier called the “OCIF”), and the Federal Deposit
Tnsurance Corporation (hereinafter called the “FDIC”). This agreement is entered into,
whereby both the OCIF and the FDIC (the regulatory agencies) agree to participate in a
Cooperative Examination Program. The purpose of the Cooperative Examination
Program is to examine State-chartered nonmember insured financial institutions pursuant
to the terrns and conditions listed below. Except as otherwise indicated, this agreement is
intended {o control examination scheduling.and conduct, including Safety and Soundness,
Information Technology, Trust, Municipal Securities Dealers, Registered Transfer Agent,
Consimer Protection, Coinmivfiity Reinvestment; and Bank Secrecy Act and Anti-Money
Laundering examinations.

“The spirit and intent of this agreement is to foster close supervisory cooperation between
the OCIF and the FDIC; however, each agency retains all rights and obligations under:.
existing statutes and regulations, and this agreement wiil not restrict the supervisory

prerogatives of either agency.

To facilitate this agreement, an annual joint meeting will be held in the fourth quarter of
each year to maximize efficiency in the scheduling process. The QCIF and FDIC will
mutually prepare a list of banks to be examined in the forthcoming year. Examinations
will be scheduled in accordance with Part 337.12 of the FDIC Rules and Regulations, and
Section 28(f) of Puerto Rico Bank Law and Chapter X of Regulation 5793, Itis
recognized that statute allows 18 month examination intervals. However, the OCIF

- practice and preference are examination intervals of 12 to 14 months for all institutions,
and that examinations will generally be conducted on a joint basis. Should unforeseen
events during the applicable calendar year warrant a material change in the agreed upon
schedule, the OCIF and FDIC will meet to revise the schedule. Appendix A of this

_ agreement provides specific guidance regarding conditions which would warrant an 18 -

month examination interval.
The-following terms and conditions will govern this program:

1. Both agencies will make every effort to ensure that the examination frequency -
schedules of both agencies aro met. For the purposes of this agreement, intervals are
from the closing date of the previous examination to the next examination start date.

2. Each agency has the right to conduct additional examinations or vigitations of these
institutions if deemed necessary, and will have the right to have representatives on site-
during the other agency’s independent examinations. The agency initiating the visitation
or examination should grant adequate prior notification of the visitation in an effort to
coordinate resources and limit duplication of effort between the agencies.




3. Both agencies agree that in those instances where either the FDIC or OCIF is unable
to meet the joint examination frequency schedules discussed above, one agency may,
upon prior consultation with the other agency, exarmine an institution independently.

4, MNewly-organized Puerto Rico-chartered financial institutions will receive appropriate
visitations and examinations as required OCIF and FDIC requirements. -

5. Onaconfinuing basié, the OCIF and the FDIC will keep the other informed of any
necessary changes to examination schedules.

6. Both agencies will participate in meetings with management and/or the board of
directors upon completion of an examination.

7. If either agency gains knowledge of possible unsafe or unsoutid agtivity, of discovers
any material deferioration or adverse change in the condition of an institution, the
information will be shared with the other agency on a timely basis to permit the conduct
of a visitation, special examination, or investigation. If necessary, the visitation, special
examination, or investigation may be conducted on a joint, concurrent, or independent

basis.

8. State nonmeniber institutions undergoing a recent change of control, those receiving
any type of FDIC assistance, those having serious BSA/AML deficiencies, and other
special situations will be examined as deemed appropriate by both agencies, either

independently or jointly.

9. The scope of the examination shall include a review for compliance with applicable
Commonwealth of Puerto Rico banking laws and regnlaticns and applicable Federal
banking laws and regulations, 1t is understood that at this time, OCIF does not conduct

Cornmunity Reinvestment Act examinations.

10. Specialty area examinations (i.c., Information Techriology, Trust, Manicipal ’
Securities Dealer, Registered Transfer Agenf, and Government Securities Dealer) will
generally be conducted concurrently with safety and soundness examinations and
embedded in the report of examination. Inthe eventa specialty area examination cannot
be conducted concurrently with the safety and soundness examination, the agencies will
plan to jointly conduct a separafe cover specialty examination at an agreed upon date.

11. Both the OCIF and the FDIC will strive to complete each examination within six to ‘
eight weeks of the start of tho on-site portion of the examination.

12. Each agency will share information, as foltows:

a. A report of examination generated from an independent examination by either
agency will be prepared (including the confidential section) and will be forwarded
to the other agency with a copy of any letter of transmittal. The agency




conducting fhe independent examination will send the examination report directly
to the board of directors of the sxamined institution simultaneously with
transmission to the other agency. The OCIF and the FDIC reserve the right to
determine the scope and report schedules of their respective independent '
examinations, based on the condition of the institution and the gnidelines and

policies of each agency.

Both agencies, if they so desire, may participate in moetings with management
and/or the board of directors upon completios of an independent examination. In
the case of banks examined independently by either-agency. which results in a
rating of composite “3”, “4”, or “5”, or those with serious BSA/AML
deficiencies, if the examining agency arranges to meet with the management
and/or the board of directors, appropriate notification will be provided to the other

. agency on a timely basis to permit attendance by the other agency.

Copies of pre-examination planning or sceping memoranda, 23 available.

Copies of any significant eorrespondence of a supervisory nature between one
agency and an institution will be provided to the other agency.

Each agency will, upon request, make available to the other agency all work
papers, line sheets, and other data used in connectioni Wwith any examination -

conducted by the agency,

13. The general guidelines for joint examinations are as foilows:

a.

Joint examinations will be handled as a cooperative effort from the planning stage
through completion of the report and follow-up discussions.- Each agency will

‘assign an Examiner-In-Charge (EIC). The EICs from the QCIF and FDIC will

provide overall coordination of the examination and oversee completion of the
report, )

The OCIF and the FDIC BICs will determine the scope and report schedules,
based on the condition of the institution and the guidelines and policies of each
agency. : . .

Piior to commencement of the examination, the EIC from each agency shall meet .

in person (or discuss by telephone or e-mail), to plan the examination and make
assignments. o : C

EICs from both agencies \.Will determine the most appiopriate financial date for the

examination report prior to commencing the on-site portion of the examination. -
Any change to the financial date of the examination report after commencement
of the on-site portion of the examination must be: agreed to by the BIC of both

agencies.




e. Fxamination findings, work papers, and report pages being developed will be

shared between examiners of both agencies.
N

f Rach FIC is expected to work cooperatively and resolve diiferences of opinion
relating to examination findings and other matters. If they are unable to resolve
differences, either BIC may request a conference or meeting to include the FDIC
Field Supervisor, an OCIF representative, and other agency officials as deemed
necessary. The issue will not be recorded as an examination finding tntil an
agreement is reached between the agencies. In the event an agreement cannot be

reached, the agencies may issue separate reports,

Meetings with management will be held jointly with répresentatives from both
agencies. Exit meetings and presentations to boards of directors will be planned
. and presented by the Examiners-In-Charge. :

h A joint report of examination will be prepared, including the confidential section.
Following the on-site examination, the FDIC will coordinate completion of the
report of exarnination including the drafting of the transmittal letter. The FDIC
will forward to the OCIF a copy of the proposed report and the proposed letter of
ransmittal. The FDIC and OCIF will coordinate completion of the report and the
transmittal letter so that signatures of representatives from both agencies are
included. Upon review and concuirence with the proposed report and tfansmittal
letter, the OCIF will send the examination report directly to the board of directors
of the examined ingtitution simultaneousky with transmission to the FDIC.

i All of the work performed, including work paper preparation and presentations, is
expected to be professional and of a quality consistent with the highest standards
of both agencies and subject to an appropriate quality assurance process.

14. In an instance where formal or informal supervisory action is deemed appropriate,
the initiating agency will inform the other agency of such contemplated action. Whenever
possible, and if both agencies agree, supervisory actions will be undertaken on a joint
basis, However, nothing in this agresment prohibits either agency from unilaterally

jmplementing a supervisory action. -

15. Subject to its prior written approval and any terms and conditions agreed to by the
parties, the examining agency may allow the other agency fo use its examination report.
and other supporting data to the same extent and for the same purpose as if the other
agency had, in the first instance, compiled such data during its own examination.
Examination reports, supporting data, work papers, and other related pages and
docurnents will remain the exclusive legal property of the examining agency and will not -
be released to any other individual or entity by the recipient agency without the wriften
pertnission of the examining agency. In the event of a subpoena, or other judicial or
administrative process requiring the delivery of such documents, the other agency will
promptly notify the examining agency so that it may take whatever action it desms
appropriate to protect the confidentiality of the examination materials,




16. Notwithstanding the requirements of paragraph 15 respecting prior written
permission of the examining party prior to release of examination reports, it is understood
and agreed that State originated examination reports, on state chartered banks that are
owned by a bank holding company, that are in the possession of the FDIC may be shared
with the Board of Governors of the Federal Reserve System and with the appropriate
Federal Reserve Bank(s) based upon whether a Reserve Bank has supervisory

responsibility relative to the state bank.

17. The agencies agree to coordinate efforts on processing applications received by the
agericies associated with the institutions covered by this agreement.

~18. Bach agency will shate consumer complaint information as follows:

On an annual basis, the FDIC will provide fo the QCIF a surimhary of consumer ™ -
complainis that the FDIC receives from consumers concerning any State nonmember
Bank that the OCIP supervises. The OCIF will in turn, on an annual basis, provide to
the FDIC a summary of consumer complaints the OCIF receives from consumers
concerning any State nonmember bank that the OCIF supervises. !

a.

b, When the FDIC investigates a consumer complaint concermning any State nonmember
bank the OCIF supervises, the FDIC will advise the OCIF of the disposition of the
consumer complaint. ‘When the OCTF investigates a consumer complaint concerning

" any State nonmember bank, the OCIF will advise the FDIC of the disposition of the

consumer complaint.

Consumer complaint information provided by the FDIC and the OCIF is confidential
and will be treated with the same confidentiality as other confidential information in
this agreement pursuant fo the Federal and State laws and regulations.

19. The FDIC and OCIF will take the following measures to protect “sensitive
information” obtained in conjunction with this Agreement:

Identify the existence of sensitive information in both electronic and papsr

a.
formats by labeling removable electronic media (e.g. diskettes, CD/DVD, USB -
flash drives) and workpapers (on the cover page or footer/header) as containing
sensitive information, S g

b. Store sensitive information in electronic and paper format in locked drawers, file
cabinets, file rooms, etc. whenever possible.

c. Enerypt sensitive information stored in electronic format.

d. Send sensitive information electronically only when required.

d. Ship sensitive information via postal service or commercial carrier only when




required. Such mailing/shipment will be appropriately tracked o assure
that it arrived at its intended destination.

Properly dispose of elecironic media and paper documents containing sensitive
information when no longer needed. Paper documents will be shredded and

electronic media will be destroyed. ‘
For the purposes of this paragraph, “sensitive information” inchudes:

Tnformation that is exempt from disclosure under the Freedom of Information
(FOIA) Act.

1

it “Tnformation whose disclosure is-governed by the privacy Act of 1974,

“fii.  Personally identifizble information (e.g., fill name, home address, nonrwork ¢-
mail address, non-work telephone number, Social Security Number, drivers
license/state identification number, employee identification number, date/place of
birth, mother’s maiden name, fingerprint/voice print, financial account data
medical information, criminal/employment history, efc. -

20. Either the OCIF or the EDIC may terminats this agreement upon written notice to the
other agency. . . .

Executed this j-_&- day of May 2008

FEDERAL DEPOSIT INSURANCE  OFFICE OF THE COMMISSIONER OF
CORPORATION — DIVISION OF FINANCIAL INSTITHT] ION OF THE
SUP_ERVISION AND CONSUMER COMMONWEALTH OF PUERTO RICO
PROTECTION . :
NEW YORK REGION .

Doreen R. Eberley 6 Alfpddo Padilld /

Regional Director . Chmmissioner -




APPENDIX A

The OCIF and the FDIC recognize that every effort should be inade so that examinations
are performed in accordance with each agencies examination frequency guidelines.

1. Institutions with a composiie CAMELS,raﬁng of “1 or *27; 'witﬁ'total assets of less
than $500 million, will be examined on cither an allernating independent or joint basis at

18 month intervals if: .

The institution is well capitalized as defined by the regulatory agencies;

a,

b. The institution is well managed (defined as having a management component
rating of “1” or “2™); K

c. The institution is not currently subject to an enforcement proceeding or order; and

d. The institution has not experienced a change of control application during the
preceding 12-month period.

e. The institution does not have any sérious deficiencies in its BSA/AML progrém.

The OCIF and the FDIC will determine whether to examine these instifutions on an
alternating independent or joint basig at the annual fourih quarter meeting to schedule

examinations for the upcoming year.

2. Tnstitutions rated composite “1” or “2” with total assets of less than $500 million that -
do not qualify for an 18 month interval under ltem 1, will be examined at 12-month
- intervals, The OCIF and the FDIC will examino these institutions on a joint basis.

Institutions on an 18 month examination cycle that drop from the “well
capitalized” category during a particular calendar quartor will change to a 12-
month examination cycle. These institutions will be examined within 12 months

" from the most recent examination date or as soon as the schedule permits, if the
due date is already outside the 12-month time frame.

a.

b. Institutions on an 18 month examination cycle that exceed the $500 million
threshold during a particular calendar guarter will change to a 12-month. .
examination cycle, These institutions will be examined within 12 months from the
most Tevent examination date or as soon. as the schedule permits, if the due date ig

already outside the 12-month time frame.




APPENDIX A

It is mutually agreed that the examination sehedules of the OCFI and the FDIC should be
goordinated to take fuil advantage of combined resources and to minimize duplication
and burden on the institutions subject to exarnination. For purposes of this agreement,
the minimum requirements of an examination are defined as the procedures necessary fo
complete the core pages of the uniform report of examination, including the completiory

_ of Bank Secrecy Act examination procedures, and evaluate all components of the
CAMELS rating system. Additional steps and pages may often be appropriate.

Section 10(d) of the Federal Deposit Insurance Act requires an annual fuil scope on-site
examination for all insured depository institutions. The Act also allows examinations to
be conducted in altemate 12 months periods by the appropriate State supervisory
authority. Altemate schedules are generally acceptable only for composite 1- and Z-rated
institutions and for stable and improving composite 3-rated institutions, if the rating is
confirmed by an off-site monitoring system and no adverse trends are noted from other

available information.

Frequency of Examinations

Examinations are to he conducted annualty. However, examination intervals may be
extended from 12 to 18 months under the following conditions:

1. The institution is not currentiy subject to a formal enforcement proceeding or order
“by the FDIC or other banking agency.

2. No person acquired conirol of the institution during the 12-month period in which a
full scope examination would be required without this extension. '

3, The institution has total assets of less than $250 million, is well managed, is well
capitalized pursuant to section 38 of the FDI Act, and was accorded a composite
rating of “1" at its most recont examination; or

4. The institution has total assels of not more than $100 million, is well managed, is well
capitalized pursuant to Section 38 of the FDI Act, and was accorded 2 composite
rating of 1 or 2 at its most recent examination.

Well-managed institutions are those with a rating of 1 or 2 for the Management
component of the CAMELS .rating.

The examination cycle is defined to mean that 1o more than 12 (or 18) months may
elapse between the end of one examination and the beginning of the next examination.
For purposes of monitoring compliance with this requirement, the end of the examination

is defined as the earlier of:

a. the date of completion of the report of examination, or
b. 60 calendar days from the Examinatjon Start Date.




Shegialty Examinations

Speciality area examinations should be conducted concurrently with safety and soundness
examinations unless the size or the arrangement of the department makes it impractical or
inefficient to do so. Specialty examinations are generally subject fo the same
examination intervals, inclnding appropriate extensions, as safety and spundness
examinations. Speciality areas covered by this agreement include: IS, trust, registered
transfer agent, government securities broker/dealers, and municipal securities
broker/dealers.




. BANGODEESPARA = COMISIONADO DEE INSTITUCIONES FINANGIERAS
Euroslstoma DEL ESTADO LIBRE ASOCIADO DE PUERTORICO

P'ROTbCOLO DE COOPERACION
| ENTRE

LA OFIQINA DEL COMISIONADO DE INSTITUCIONES
FINANCIERAS DEL ESTADO LIBRE ASOCIADO DE
' PUERTO RICO

Y
EL BANCO DE ESPARA

Madrid, 11 de Junio de 2008




BANCODEESPANA

) GOMKSIONADD DE INSTITUCIONES FINANCIERAS
Eurosistema

PROTOCOLO DE COOPERACION ENTRE LA
. OFICINA DEL COMISIONADO DE
INSTITUCIONES FINANCIERAS DEL ESTADO
LIBRE ASOCIADO DE PUERTO RICO Y EL'
BANCO DE ESPANA

1- RAZONES PARA UN PROTOCOLO DE COOPERACION.

Al existir grupos espaficles de entidades bancarias que realizan actividades
financieras en e} Estado Libre Asociade de Pustto Rico, participando an el
capital y administrando entidades bancarias de este pais y tenlendo en
cuenta que puede presentarse la sltuacidn inversa, ambas autoridades
conslderan conveniente y beneficioso cooperar para consegwr la adecuada
superwsnén de dlChOS grupos.

A tal fin, el Banco de Espafia y la Oficina del Comisionado de nstituciones
Financieras del Estado Libre Asoclado de Puerto Rico {en adelante la
“OCIF", en el dmbito de sus respectivas facultades legales, acuerdan, con
espiritu' de mutua conflanza y entendimiento, basar'dicha cooperacian en
los términos que se establecen en el presente protocolo.

2- DISTRIBUCION GENERAL DE RESPONSABILIDADES.

Ambas. autoridades suscriben los prmcrp:os mc[uidos en el decumento del
Comité de Supervisores de Basilea denominado “Principios bésicos para
una supervision bancaria efectiva” vy los oriterios para facilitar Ia
cooperacién. internacional del nuevo Marce de Capltal conocido como
Basilea Il. Por consigulente, estdn de acuerdo con ef papel que en dichos
documentos se-asigna a la Autoridad Supervisora del Pafs de Origen (en lo
sucesivo, “ASPO") donde [a entidad matriz del grupo estd domiclliaday ala
Autoridad Supervisora del Pals de Acogida {en adelante, "ASPA") donde se
ubican las flha[es o entidades partlclpadas

En concreto, ambas autoridades asumen gue la ASPO supervisard la
organizacién, gestién y control interno, los riesgos, la suficiencia del capital
y en general todos 08 aspectos -significativos que puedan afectar a la
solvencia y establlidad del grupo en su conjunto, deblendo tener acceso a
toda la Informacién de las entidades que componen el mismo y tue resulte
necesaria a dichos efectos. Por su parte, la ASPA supervisard la
organizacion, gestién y control interno, los Hesgos, la solvencia y, por tanto,
la continuidad de las entidades con-actividad en su territorio, asegurando,
de acuerdo con las normas que sean de aplicacién localments, [a

DELESTADO LIBHEASOCIADO DEPUERTORICO
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Euroslstema

razonabllidad de sus estados fmancieros y la exactitud de la informacion
recibida por [a ASPO

Ademés en.el caso de que las entidades operantes en &l pafs de acogida
hayan establecido sucursales o filiales en otros pa[ses, la ASPA adquiriria, a
su vez, la.responsabilidad como supervisor de pafs de ongen “en relaclén
con dichas sucursales o con el subgrupo correspondlente

3- COMPROMISO GENERAL DE COOPERACION E iNTEHCAMBlO DE
INFORMACION SOBRE LAS ENTIDADES BANCARIAS.

Amibas- autoridades se "comprometen a colaborar estrechamente en Ia
consecucién de los objetivos indicados en el punto anterfor, para lo-cual
intercambiaran, por.propla Iniclativa o a peticion, la informmacion clisponible
gue sea significativa, servirdn, en su caso, de intermediarias frente a otras
~aut0ridades en.sus respectivas pafses, y, en general, facilitardn, en la
medida de sus posib]hdades, el cumplimiento de sus respectwas funciones.

En particular, iz ASPO esta interesada en:

@ Identificar el conjunto de entidades y empresas pertenacientes al
"grupo, o en las que éste participa significativamente, y en
conocer las operaciones Intergrupo y cualquier-ofra Informacion
-Que sea susceptible de 'producir ajustes en los estados
compilados y consolidados; '

{) .- conocer cualquier problema o debilidad que se haya manifestado
en las operaciones, en los controles Internos, en [a situacion
financiera o en la imagen publica de las empresas con actlwdad
en of pais de acoglda;

@ estar informada, siempre que resulte relevants, de las
chsgervaciones, los requerimientos, las propuestas de sanciones
vy, en general, cualquier medida tomada por la ASPA en relacién
con las entidade§ participadas o sus directivos;

(d) estar informada de cualquier autorizacién concedida per.la ASPA,
incluidos planes especiales, mediante los cuales.se otorguen

calendarlos de adaptacin o exenclones al cumplimiento de
normas locales; -

{& estar Informada por la ASPA sobre cualquler hecho significativo
" que llegue a su conoclmiento que haga dudar de que la. gestion
del grupo se lieva a. cabo de forma prudents;

- ) estar informada por la ASPA - al cbieto de conocer su sfecto a
nivel congolldado-~ del coeficiente obligatotio de solvencia local,
incluido el dstalle de los requerimientos segin tipo de rlesgo v la

" composicién de los recursos proplos computables por tramos
relevantes;

{g) obtener de las entidades matrices la informacién contable o de
cualpuler naturaleza de las smpresas participadas necesaria para
el control de sus rlesgos v para su adecuada consolidacién

COMISIONADO DE RNSTITUCIONES FINANCIERAS
DEL ESTADO LIBRE ASOCIADO DE PUERTO RICO
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contable y, en particular, la informacién pormenorizada -

incluyendo el nombre de los titulares de la inversioh creditleia y
de las carteras de valores precisa para valorar [a calidad de
dichos- activos; a tal fin la ASPO podré recabar el apoyo de la
ASPA para que dichas entidades participadas suministren a.sus
entldades matraces tales- :nformacnones

La ASPA por su parte; estd part[cuiarmente Interesada, en conocer la
calidad: de 1a gestién-y de los controles internos establecidos por el banco

. matrlz, asi como los problemas de los grupos en su conjunto o [as medidas
tomadas por la ASPO, slempre que puedan tener repercusion en la
establiidad de las entidades locales,

Ambas: autorrdades estdn interesadas en conocer la situacién y evolucion
de los mercados financieros respectivos™y la posicién competitiva de los

gruposicon presencia en el otro pals y de las filiales que forman parte de
los mismos.

Ambas autoridades reconocen que no existen obstdculos legales para la
adecuada consecucion de los.cbjetivos an’teriores

4~ CONFIDENCIALIDAD DE La INFORMAGION

La mformac[én que se Int‘ercamble se utilizard tnicamente a efectos de
supervision bancaria y estard sujeta a las restricclones legales del secreto
profeslonal de acuerdo con las regulaciones existentes en cada pais.

La informacién seguird slendo propiedad de la autordad que la haya
facilitado, En este sentido, en ef caso de que alguna Informacion obtenida
en virtud de este protocolo tuviess que ser revelada a oira autoridad en
cumplimiento de un mandato legal, ambas autoridades se comptometen a
notlficarse previamente tal clrcunstancia v a cooperar para preservar, por

los medios que estén legalmente a su a[cance, la conﬂdenc[alldad de tal
mformacion.

4.1- En Espaﬁa la Dlsposmlén -Adicional Primera de la Ley 26/1988 de 29
de julio dle Disclplina e Intervencidn de las Entidades de Crédito establece
que éstas estdn obligadas a guardar reserva de las operaciones con sus
clientes excepto frente a las autoridades de supervisién o entre entidades
pettenecientes al mismo grupo financiero.

Por su parte, la autoridad supervisora espano]a estd legalmente obligada al

secreto profesional, si bien tiene permitido el Intercambilo de informacién
coh otrog supervisores de acuerdo con lo pstablecido en ¢l artfculo 6° del

Real Decreto Legislativo 1298/1966 de 28 de junlo, cuyo segurido parrafo -

del nimero 1 dice: “En ef caso de que las autoridades competéntes no
pertenezcan a ofro Estado . miembro de [a Comunidad Europea, el
suministro de estas infosmaciones exigird que exista reciprocidad y que las
autoridades competentss estén sometidas al secreto profesional en

condiciones que, como minime, sean equiparables a las establecidas por
las leyes espariolas.”

COMISIONADO DE INSTITUCIONES FINANCIERAS
Euroslstema DEL ESTADO U?HEASQGMDO DEPUERTORICO
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| . v
En consecuencla, la informacion. que se proporcione a la OCIF debers
quedar sujeta en ésta al.mismo régimen de secrato profesional aplicable al
Banco|de Espafia establecido en el articulo 6° del Real Decreto Legislativo
arriba Indicado,

4.2-'Enf Puerto Rico no hay regufacion especifica sobre el secreto bancario.
Sin embarga, el Tribunal Supremo del Estado Fibre Asociado de ‘Puerto

Rico ha decidido que‘resulta confidencial toda aquella informacién que sea.

asf declarada por leyes especfficas que regulen la matera y bajo la cual se
suministra tal informacion. Asf pues, en el caso de las instituciones
bancarias que operan en Puerto Rico, es confidencial toda aquella
informacién que se suministra a OCIF bajo leyes o reglamentos que deflnen
la misma como confidencial... Para implementar la facuitad de compartir
informacién confldeniclal sobre fos' bancos con otrds agencias supervisoras
de dichos bancos, la ley que crea la'QCIF, Ley Nimero 4 de 11 de cctubro
de '198';5, seglin enmendada (en adelants, la "Ley NUm. 4") en su articulo
10@=)(1 @, faculta al Comisionado de Instituciones Financleras (en adelante,
el “Comisionado”) para oforgar contratos o convenios de cooperacidn Gon
agenclas supervisoras de otras jutlsdicclones para, entre otras.cosas, llevar
a cabo exdmenes conjuntos vy compartlr Informacion confidencial...[y
obtener] de dichas agencias supervisoras un compromiso de mantener el
cardcter confidencial de tal informacion...." - '

En con#ecuencia, la informaclén que se proporcions al Banco de Espafia
deberd|quedar sujeta al mismo régimen de confidencialidad aplicable a la
OCIF establecido en la Ley de Baricos de Puerto Rico, Ley Nim, 33 de 12
" de mayo de 1933, segin enmendada, {en adelante [a "Ley de Bancos de
"Puerto Rico") y en la Ley Nim. 4, antes citada. :

4.3- Ambas autoridades manifiestan que, en virtud de este Protocolo de
‘Cooperacién, las sucursales y subsidiarias de entidades exiranjeras pueden
facilitar informacién sobre fitulares de sus créditos e Inversiones a sus
entidades bancarias matrices del grupo en el pafls de origen, pudiendo,
congiguientemente, la ASPO acceder a la misma a efectos supervisores.

&+ INSPECCIONES "IN-SITU". ' o
5.1- En Puetto Rico,  de acuerdo a la- Ley de Bancos de Puerto Rico,

corresponde a la OCIF el inspeccionar-todos fos bancos e instituciones

bancarigs organizadas de acuerdo con las Leyes de Puerto Rico. y los
bancos] e instituciones bancariag exiranjeras operands en Puero Rico. En
el gaso de los bancos e instituciones bancarias organjzedas de acuerdo
con las Leyes de Puerto Rico, la facultad de Inspeccionar se extlends a
cualquier- sucursal, oficiha u ofra ‘dependencla de dichas instituciones
bancarias sitas. fuera de la demarcacién geogréfica de Puerto Rico. Por su
- paite, ta Ley NUm. 52 de 11 de agostg de 1989, segin enmendada,
conocida como la “Ley Reguladora del Cenfro Bancario Internacional” (la
“Ley 52") dispone que el Comislonado tiene el deber de supervisar,
fiscalizar y -auditar las entidades bancarias internacionales. Ademds,
dispone que ia informacién provista por una entidad bancarta internacional
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al Comistonago bajo dicha Ley Nim, 52 y los reglamentos adoptados por-el
Comislonado al amparc de la misrna, deberd mantenerse confidenclal....”
Sin erfibargo establece ‘que la Informacién - se podrd entregar por
requerimientd formal, de una agencia gubernamental,. por orden judicial ‘o
ley ¢ cuando el Comisicnado tenga motivos fundados para entender que
redunda.en pro del mejor Interés pablico, bajo un acuerde obligatorio de
mantenar el cardcter confidencial de tal informacion. Disponiéndose que
esta facultad no se extenderd en ningdn caso a-informacidn sobre los
clientes de.la entidad bancarla internaclonal.

En la préctica, la declsién sobre Ia realizacién de inspecciones a filiales en
¢l extranjero de bancos e Instituciones bancarias organizadas de acuerdo

con las Leyes de Puerto Rico depende de a Importancia refativa de la .

ehtidad supervisada, la posibilidad de disponer de informacion contrastada
suﬁc]en‘te, la existencia de Informes de auditorfa interna confiables, la
conflanza obtenida de los informes anuales de auditorfa externa, y, de
manera, destacada, la existencia de supervisién por otras autoridades
- supervisoras y la posibilidad de acceder a sus Informes.

. 1, N . '

- 5.2~ En Espafia, de acuerdo con el articulo 43{pis) de la Ley 26/1988 de 29
de julio, corresponde al Banco de Espafia "el control & inspaccidn de las
entidades de crédhto, extendléndose esta competencia a cualquier oficina o

centro dentro o fuera del tertitario nacional Y, en la medida en que e -

cumplimlento de las funciones encomendadas af Banco de Espafia lo exija,

a las socledades que se integren en el grupo de Ia afectada. También le-

correspondera la supervision de los grupos consolidables de entldades de
crédite”. . -, ‘ ’

En la préctica, |a decisién sobre Ia realizasion de inspecciones a filiales en
el extranjero depende de la impertancia relativa de la entidad supervisada,
la posibilidad de disponer de informacién contrastada suficlente, la
existencia de informes de auditoria interna fiables, [a confianza obtenida de
los informes anuales de auditorfa externa, vy, de manera destacada, |a
existenéla de supervision por ofras autoridades supervisoras y la
posibilidad de acceder a sus informes. ) :

5.3- _SoBré la base deg las premisas anteriores vy, porianto; con cardcter de
excepcionalidad y subsididriedad y de comin acuerdo entre {as partes, la
ASPO podr4 realizar inspecclones “in-situ" a las entidades participadas por
los grupos bancarlos que supervisa consolidadamente. En cada caso
concretdp que se presente, ambas autoridades fijardn la forma de llevar a
cabo dichas inspecciones admitiendo fa posibiiidad de que, cuando sea
dconsejable, se realicen de farma conjunta,

Ambds autoridades manifiestan wjue no conocen impedimento fegal algunc.

para, la realizacion de tales inspecciones ni para el acceso por la ASPO a
las informaciones de las filiales en los términos indicados en el nimero 4 ds
este protocolo. En todo taso, ambas autoridades se compromatén a
colaborar, en la medida-de. sus posibllidades, para facilitar el accese de la
ABPO a las entidades paiicipadas, pertenezcan o no al dmbito de las

competencias de [a ASPA, '

A * COMISIONADO DE INSTITUCIONES FINANCIERAS
+ Furosistema ) DELESTADO LIBRE ASOCIADO DE PUERTO RICO
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Euroslstema

En el ¢caso de inspecciones realizadas exclusivamente por la ASPQ, la
ASPA advertir a aquélia de los procedimientos necesarlos para cumplir

con . lal legislacién local vigente y, cuando sea necesario, ayudaré a
tramitarlos.

Antes del comienzo de las visitas, los representantes de la ASPO se
reunirén con los de la ASPA para que .dstos les informen de cualquier

particularidad de Interés.para la reallzacion del trabajo. Una vez finalizado of

fnismo se procedera a una nueva reunién para comentar los resultados més
impertantes. Ef informe de la inspecei6n de la ASPO, una vez elaborado, ¢

bien un resumen de sus aspectos més sngmficatlvos, serd remitldo a la
ASPA, s

En cuanto a las inspecciones que la ASPA reallce a las entldades
partlclpadas ésta se compromete a informar a la ASPO enviando un
resumen delos aspectos mas mgmﬂcatwos del Informe rasultante

6- ASPECTOS RELACIONADOS CONLAS SUCURSALES.

En Espafia, la apertura de sucursales de bancos espafioles en el extran;ero
estd sujeta a autorizacidn previa del.Banco de Espafia. Dicha autorizacién
se concedé sobre [a base de la situacién financiera de ia entidad, su
capacidad organizativa, y la disponibilidad en Espafia de la Informacién
sobre la sucursal para gue sus actividades puedan ser adecuadaments
controladas por la direcclén del banco y por las autoridades supemsoras

En Puerto Rico, la apertura de sucursales en el extranjero de bancos
organizados bajo las Leyes de Puerto Rlco estd sujeta a autorizacion previa
de 1a. OCIF. Dicha autorizacién se concéde sobre la base de la situacién
financiera de la entidad, su capacidad organizativa, v la disponibilidad en
_-Puerto Rico de la Informacién sobre la sucursal en el extranjero para que
‘sus actividades puedan ser adecuadamente controladas por la direccion
-del banco y por las autoridades supervisoras.

Las suclrsales de cualquier entidad, por su propla naturaleza, estdn
gestionad,as conjuntamente con el resto de sucurseles y la oficina central
_de la personga juridica autorizada en un pais. Por tanto, ambias autoridades
reconocen ld autoridad de los gestores de [a entidad o ‘de los supervisores

de-a ASPO para efectuar auditorias o inspacciones directas ¥ pata acceder

. & toda la'informacion de dichas sucursales. -

7- CONTACTOS Y REUNIONES ENTRE AMBAS AUTORIDADES.

Las autoridades responsables de la supervision en ambos palses podrdn,
“en todo momento, solicitar asesoramiento.y aclaraciones de la ‘otra parte
asf como la realizagién de las reuniones que se conélderen necesarias. A
los - anterlores efectos, ambas autoridades de supervisidn acuerdan
designar, y notificarse mutudmente, uno o varos funclonarlos de .sus
respectivas-organizaclones como punto de contacto para la canalizacién de

las relacionses ordinarias que emanen del presente protocolo de
colaboraclén

- COMISIONADO DE INSTITUCIONES FINANGIERAS -
DEL ESTADO LIBREASOCIADO DE PUERTORICO
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8- COMPROMISO. GENERAL DE INTERCAMBIO DE INFORMACIGN
SQBRE LOS‘ RESPECTIVOS SISTEMAS BANCARIO ’

Ambas! autoridades se campromeaten a atender las solicitudes mutuas de
- Informdcion  sobre aspectos concretos de sus respectivos  sistemas
financi?ros, legislativos y de normativa y politica prudencial que les afecte,
asi como informarse mutuamente de cualquier cambio relevants en dicho
-sentido v, en particular, de aguellos cambios qus puedan tener un efecto
significativo en fas actividades de las entidades gestionadas o controladas
enel pﬁro pais,

9- RECIPROGIDAD Y ACTUALIZAGION DEL DOCUMENTO,

Aundue; en la actuslidad no se tiene constancla de presencia de las
entidadies financleras puertorriquefias en el territorle  espafiol, ambas
autoridades. acuerdan que los conteridos del presente protocolo se

aplicaran reciprocamente en todos sus extremos, sl dicha situacion llegara
a produclrse. '

el e Amb\asfautoridades-de supervision acuerdan que los términos generales del
' presente’ protocolo podrdn -detalfarse de comdn . acuerde mediante
adendums que dasarrollen programas especificos establecidos para la

supervisién de entldades expresamenta identificadas por ambas paites,

-, ) l ' ) .
Firmado por duplicado gl é de_ /~A—e 2008.

f .

Porla Ofic]n;t del domisionado de
Ins"tjtyciones Financieras del Estado Libre
Asociado de Puerto Rico o

- MiredyPadilia Gintran J

Comisionado Irector General de Supervision
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| CSBS/AARMR NATIONWIDE COOPERATIVE
PROTOCOL FOR MORTGAGE SUPERVISION

1. Statement of Purpose

The purpose of this Protocol is to assist state mortgage regulators by outlining a basic
frameworlk for the coordination and supervision of Multi-State Mortgage Entities (“MMES”).

. Coordinated Goals

A. The Coordinated Goals of the State Regulators are to protect consumers; to
ensure the safety and soundness of MMES; to identify and prevent mortgage fraud; to
. supervise and examine in a seamless, flexible and risk-focused manner; to minimize
regulatory burden and expense; and to foster consistency, coordination and communication
among the State Regulators.

B. To achieve the Coordinated Goals, the State Regulators resolve to:

1. Establish a Committee comprised of State Regulators to coordinate the
supervision of MMEs.

2. Determine which multi-state mortgage entities will be identified as
MMEs for the purposes of this Protocol. '

3. Develop a Supervisory Program that is tailored to the MMEs’ condition
and risk profile.

4. Participate in and support the effective implementation of the

Supervisory Program.
ITII. Coordinated Supexvisory Process
A. Determination of Multi-State Mor{gage Entities by Risk Profile

The Committee will identify MMEs by risk profile based on origination and/or
lending volume, scope of operations, allegations of fraud, complaints, and other risk factors as
deemed relevant.

B. Joint and Concurrent Examinations

Due to the confidential nature of information obtained and produced during the
examination of MMEs, only State Regulators having agreed to the Confidentiality Section of
the Nationwide Cooperative Agreement for Mortgage Supervision will be authorized to
participate in Joint Examinations. These State Regulators shall be known as “Joint
Examination State Regulators.” State Regulators signing the Nationwide Cooperative
Agreement for Mortgage Supervision without agreeing to the Confidentiality Section will be
limited to coordinated participation in the examination of an MME through a Concurrent
Examination. These State Regulators shall be known as “Concurrent Examination State
Regulators.” For Concurrent Examinations each state is responsible for conducting its
examination. ‘

CSBS/AARMR Nationwide Cooperative Protocol for Mortgage Supervision
January 15, 2008
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C. Scheduling of Examinations

The Committee will set examination schedules based upon assessed risk, available
resources, State Regulator requests and other relevant factors. The Committee will
communicate this schedule to State Regulators in a timely fashion.

The Commiitee will communicate the examination schedule to both Joint Examination
State Regulators and Concurrent Examination State Regulators. In order to more effectively
achieve the Coordinated Goals, Joint Examination State Regulators and Concurrent
Examination State Regulators will exchange Non-Confidential Information on a regular basis
through the Committee.

D. Establishment of Examination Teams

The Committee will contact participating Joint Examination State Regulators to staff
Joint Examination Teams. The Committee will designate an Examiner-in-Charge (“EIC”) for
each Joint Examination Team. The EIC will serve as the primary point of contact between the
MME and the Joint Examination Team.

Concurrent Examination State Regulators will independently staff their own
Concurrent Examination Teams.

The Joint Examination EIC and Concurrent Examination EIC(s) will exchange Non-
Confidential Information during the examination process for the purpose of furthering the
Coordinated Goals. '

Nothing in this Protocol shall prohibit a Joint Examination State Regulator from
choosing to conduct a Concurrent Examination.

E. Complaints

Each State Regulator is responsible for processing, investigating and resolving
consumer complaints filed against MMEs by residents of its own state. However, the State
Regulators consider complaint activity to be one of the most relevant factors in assessing the
need for coordinated consumer protections. The Committee will determine a reporting
mechanism to and from the State Regulators to summarize the volume, nature and resolution
of consumer complaints. As part of the supervision of MMEs these reports may be used by
the Committee in identifying MMEs and scheduling examinations, and by the EICs of Joint
Examination Teams and Concurrent Examination Teams in establishing the examination plan.
State Regulators may use these reports as necessary in the supervision of MMESs and the
mortgage industry

CSBS/AARMR Nationwide Cooperative Protocol for Mortgage Supervision
January 15, 2008

3/7




F. Examinations

1. The Joint Examination Teams and Concurrent Examination Teams
assigned to a MME examination will develop their examination plans independently.
When in the furtherance of the Coordinated Goals, the Joint Examination Team, at the
direction of the Committee, will coordinate with Concurrent Examination Teams. The
plan will take into consideration the institution’s organizational structure and risk
profile. Consideration should also be given to the institution’s regulatory history, the
quality of the institution’s internal control/compliance functions, as well as any
external audit. The examination plan, including the scope, shall be approved by the
Committee prior to implementation.

2. Based on the examination plan, the Joint Examination Team will
prepare a single entry letter and information request. If the Committee has determined
that no confidentiality issues will arise by serving the entry letter and information
request under a single cover, both the Joint Examination Team and the Concurrent
Examination Team(s) may present the MME with the same entry [etter and
information request, However, if any Joint Examination State Regulator objects to the
use of a shared entry letter and information request, the Committee shall instruct the
Joint Examination Team to produce and deliver a separate entry letter and information
request.

3. Inclusion of complaint information in the examination plan is
considered a critical part of a comprehensive Supervisory Program.  The EICs, Joint
Examination Team and Concurrent Examination Teams will give complaint activity
due consideration when establishing the examination plan and scope of the
examination. '

4, The State Regulators consider physical, onsite examinations to be an
integral part of a comprehensive Supervisory Program. Therefore, unless the
Committee determines otherwise, an onsite examination will be included as part of
cach examination plan.

5. The findings of the examination shall be reported in a formal exit
conference and a final written report. The content and format of the final written
report in a Joint Examination shall be approved by the Committee. Each State
Regulator who has agreed to the Confidentiality Section of the Nationwide
Cooperative Agreement for Mortgage Supervision and who has jurisdiction over the
MME shall be provided a copy of the draft examination report prior to approval by the
Committee. Each State Regulator who has agreed to the Confidentiality Section of the
Nationwide Cooperative Agreement for Mortgage Supervision and who has
jurisdiction over the MME shall be provided a copy of the final examination report
prior to presentation to the MME. No Concurrent Examination State Regulator shall
be provided the examination report; however, nothing in this Protocol shall prevent a
Concurrent Examination State Regulator from sharing its examination report with the
Joint Examination Team and/or the Committee.

CSBS/AARMR Natienwide Cooperative Protocol for Mortgage Supervision
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0. The MME’s response to the Joint Examination report shall not be
shared with any State Regulator who has not agreed to the Confidentiality Section of
the Nationwide Cooperative Agreement for Mortgage Supervision .

G. Supervisory Actions

1. State Regulators will, whenever possible, consult one another regarding
supervisory actions (i.e. administrative, civil or criminal actions) considered or taken
against MMEs. The Committee will facilitate communications between State
Regulators on any such supetvisory actions considered or taken against MMEs.

2. When State Regulators together determine that a supervisory action is
warranted, the State Regulators will take any necessary steps to develop and
implement a joint and/or concurrent action(s). The Committee will facilitate such
development and implementation of joint and/or concurrent action(s).

3. Nothing in this Protocol limits, suspends or prohibits any State
Regulator from exercising its authority or discretionary power to enforce its own laws
or protect consumers.

IV. Support

Support to the Committee and Joint Examination Teams and Concurrent Examination Teams
will be provided by CSBS and AARMR upon request and direction of the Committee. J oint
Examination Teams and Concurrent Examination Teams will be provided administrative,
technical, strategic and logistic support as approved by the Committee. In furtherance of the
Coordinated Goals, the Committee may establish a separate protocol and agreement between
CSBS/AARMR and the Committee/State Regulators.

Y. Amendment

Any party to this Protocol may propose an amendment at any time, but this Protocol may be
amended only by a written instrument signed by each of the signatory State Regulators.

VI. Definitions

“Committee” means the body recognized and authorized by the State Regulators in the
Nationwide Cooperative Agreement for Mortgage Supervision as responsible for guiding
coordinated supervision with MMEs,

“Concurrent Examination” means an examination of a Multi-State Mortgage Entity under a
Supervisory Program developed for such MME, whereby one or more State Regulators
conduct parallel but separate examinations from the Joint Examination.

“Concurrent Examination State Regulator” means a State Regulator who has not agreed to
the Confidentiality Section of the Nationwide Cooperative Agreement for Supervision.

CSBS/AARMR Nationwide Cooperative Protocol for Mortgage Supervision
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“Concurrent Examination Team” means a State Regulator examination team conducting a
concurrent examination.

“Coordinated Goals” means the goals stated under section ILA. of this Protocol,

“Examiner-In-Charge (EIC)” means an examiner assigned by the Committee to lead a Joint
Supervisory Team or the examiner leading a Concurrent Supervisory Team.

“Examination Team” means an examination team assigned to a specific MME examination,
investigation or other related assignment. An Examination Team may be comprised of a team
of examiners or other personnel from multiple states or a single state’s examiners or other
personnel authorized to conduct a multi-state examination or investigation. An Examination
Team may be either a Joint Examination Team or a Concurrent Examination Team.

“Joint Examination” means an examination of a Multi-State Mortgage Entity under a
Supervisory Program developed for such MME conducted by two or more State Regulators
that have agreed to the Confidentiality Section of this Agreement and that share information
and combine examination and other resources under a single Committee-appointed EIC.

“Joint Examination State Regulator” means a State Regulator who has agreed to the
confidentiality section of the Nationwide Cooperative Agreement for Mortgage Supervision.

“Joint Examination Team” means an examination team assigned to conduct a joint
examination.

“Multi-State Mortgage Entity (MME)” means any multi-state, nondepository mortgage
business with operations in two or more states identified by the Commiitee as an MME for
purposes of this Protocol and the Nationwide Cooperative Agreement for Mortgage
Supervision. At the discretion of the Committee, MME may also include multi-jurisdictional
entities under the supervisory authority of more than one regulatory body. For example: the
Committee may determine for the purposes of multi-jurisdiction coordination under this
Protocol to identify an institution operating under the authorities of both a State Regulator and
the Office of Housing and Urban Development, the Veterans Administration, the Federal
Trade Commission, or other agency with supervisory or law enforcement authority, as a
MME.

“Nationwide Cooperative Agreement for Mortgage Supervision” means the formal
agreement entered between State Regulators for the purpose of fulfilling the Coordinated
Goals.

“Non-Confidential Information” means information not covered and protected under the
Confidentiality Section of the Nationwide Cooperative Agreement for Mortgage Supervision.
In general, Non-Confidential Information is information, the disclosure of which would not
violate any confidentiality statutes applicable to State Regulators.

CSBS/AARMR Nationwide Cooperative Protocol for Mortgege Supervision
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“State Regulator” means a state regulatory agency with legal jurisdicﬁon OVer one or more
Multi-State Mortgage Entities. A State Regulator as used in this Protocol has agreed to this
Protocol and the Nationwide Cooperative Agreement for Mortgage Supervision,

“Supervisory Program” means a progtam of regulatory supervision for an MME designed to
achieve the Coordinated Goals established in this Protocol. The Supervisory Program
includes examination scheduling, on-site examination, off-site monitoring and review,
complaint reporting and profiling, report follow up, and where necessary, supervisory action.
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