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Matters requiring attention, bank regulators’ 
informal red flag, up for reform

By Kiah Lau Haslett and Carolyn Duren January 23, 2018

Years before news broke of a massive fake-accounts scan-
dal at Wells Fargo & Co., regulators flagged issues at the 
bank. They did so using a “matters requiring attention” 
notice — an informal red flag that is less severe than an en-
forcement action and that, in theory, serves as an early way 
to identify problems and escalate their resolution.

But at Wells, the MRA was riddled with faults: The notice did 
not follow guidelines on communication, and the MRA was 
closed in 2013 without being fully corrected. Problems per-
sisted at the bank until its widespread sales issues resulted 
in formal enforcement action, a management shakeup, rep-
utational damage and billions of dollars in legal fees and lost 
market capitalization for the bank.

An MRA is a notice that is communicated verbally and in 
writing to a bank’s board and management team, and is 
included in the bank’s examination report from regulators. 
These notices are not public, and regulators issue them in 
various forms including a “matters requiring board atten-
tion,” or MRBA, and a “matters requiring immediate atten-
tion,” or MRIA. According 
to the Federal Deposit 
Insurance Corp., MRBAs 
should include a state-
ment that discusses the 
significance of the mat-
ter at hand, the specific 
issue that needs atten-
tion, the measurable 
action to be taken and 
the benefits and conse-
quences of acting or not 
acting, plus the bank’s 
response and the time-
line for implementation. 
The Federal Reserve de-
scribes MRIAs as mat-
ters arising from an ex-
amination, inspection, 
or any other supervisory 
activity that are of sig-
nificant importance and 
urgency that banks must 
address immediately.

Vorys attorney Jeffery Smith is familiar with MRAs and 
said that in his experience, management and directors take 
these notices seriously and “ignore them at their peril.”

At the same time, banks could struggle to deal with the vol-
ume of MRAs. H. Rodgin Cohen, senior chairman of Sullivan 
& Cromwell and a prominent banking attorney, noted that 
capital, liquidity and credit quality have all improved in the 
banking industry at the same time that he has seen MRA is-
suance at larger institutions “soaring.”

Currently, boards have to review and sign off on manage-
ment compliance for every MRA or MRIA. The Federal Re-
serve has acknowledged that this practice is “almost surely 
distracting” from other board work since a large bank can 
juggle 100 or more outstanding MRAs at a given time.

To address the problem, the Fed proposed guidance in Au-
gust 2017 to indicate that examiners would direct most 
MRAs and MRIAs to senior management for corrective ac-
tion. These notices would only be directed to the board for 
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Data compiled Jan. 8, 2018. 
Analysis limited to U.S. commercial banks, savings banks, and savings and loan associations. Excludes bank holding 
companies, thrift holding companies and credit unions.
Severe enforcement actions include prompt corrective action directives, cease-and-desist orders, consent orders 
and formal agreements that were issued and made public by federal regulatory agencies, including those severe 
enforcement actions that were later terminated.
Source: S&P Global Market Intelligence
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corrective action when there are issues with the bank’s 
corporate governance or when senior management fails to 
take appropriate corrective action. Boards would still be 
responsible for holding senior management accountable for 
addressing supervisory findings. The Fed is accepting public 
comments on this guidance until Feb. 15.

Cohen believes examiner criticism will still play an impor-
tant supervisory role even if these proposed changes to MRA 
guidance are implemented. Bank executives do not want 
examiners to “hold their punches if they believe something 
is weak,” he said. “But there are certain criticisms that are 
of a lesser nature, and I think the MRAs should be reserved 
for those which are more important and require more im-
mediacy in the response.”

Regulators say that banks resolve the vast majority of MRAs 
before they become an enforcement action. There are 12 
banks with more than $50 billion in assets operating under 
a severe enforcement action issued since 2013, according to 
a Jan. 8 analysis by S&P Global Market Intelligence.

Little is known about how many 
MRAs are issued and when, 
since their informal nature 
means they are not disclosed by 
banks. The Office of the Comp-
troller of the Currency, a federal 
bank regulator, said in its Fall 
2017 Semiannual Risk Perspec-
tive that MRAs have declined 
to their lowest level since 2006 
after peaking in 2012.

Ineffective MRAs can have huge 
consequences, as evidenced by 
Wells Fargo. The inspector gen-
eral for the OCC reviewed the 
scandal and the way regulators 
handled it and issued a report 
in April 2017. It found that the 
OCC issued an ultimately “inef-
fective” MRA in 2010 that re-
quired the implementation of 
an enterprise-wide complaint 
management system. The MRA 
failed to follow several of the 
OCC’s guidelines on commu-
nication, and it was closed in 
2013 “without being fully cor-
rected.” The report said Wells 
Fargo is still dealing with issues 

that the MRA flagged — and which are now incorporated 
into the bank’s 2016 consent order.

The Wells Fargo scandal is not the only recent and high-
profile example of an ineffective MRA. In 2017, New Orleans-
based First NBC Bank Holding Co. failed at a cost of nearly 
$1.0 billion to the FDIC, despite receiving a form of MRA 
years earlier.

First NBC opened in November 2006 and received its first 
MRBA from the FDIC in early 2010 following a July 2009 
exam. While the issuance of the 2009 MRBA was consistent 
with regulatory guidance, the bank’s board was unable to 
resolve any issues that were raised in subsequent MRBAs, 
rendering them “largely ineffective,” according to a post 
mortem report that the FDIC’s inspector general published 
in November 2017. It said the bank should have entered into 
a memorandum of understanding, another type of informal 
action, as early as 2010. First NBC’s eventual failure was one 
of the most costly since the financial crisis.

Banks with over $50 billion in assets currently operating 
under severe enforcement action
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Wells Fargo Bank NA (WFC) 1,737.98 OCC 6 09/29/16 8.17 12.97

Capital One NA (COF) 290.97 OCC 3 07/10/15 8.91 12.31

JPMorgan Chase Bank NA (JPM) 2,153.03 OCC 2 11/11/14 8.78 7.94

Bank of America NA (BAC) 1,725.22 OCC 2 05/29/15 9.20 10.13

Citibank NA (C) 1,407.30 OCC 2 07/20/15 9.35 7.46

Citizens Bank NA (CFG) 120.72 OCC 2 11/10/15 10.15 11.06

U.S. Bank NA (USB) 452.25 OCC 1 10/23/15 8.57 12.09

State Street Bank and Trust Co. (STT) 232.36 FED 1 05/28/15 7.84 0.01

Branch Banking and Trust Co. (BBT) 214.78 FDIC 1 12/20/16 9.35 6.49

Chase Bank USA NA (JPM) 135.15 OCC 1 01/14/13 16.21 6.98

Capital One Bank (USA) NA (COF) 116.46 OCC 1 07/10/15 11.70 12.55

Santander Bank NA (SAN) 78.06 OCC 1 03/26/15 13.69 7.77

Group median 9.28 9.04

Industry median^ 10.63 6.73

Data compiled Jan. 8, 2018.
Analysis includes U.S. commercial banks, savings banks, and savings and loan associations that are currently 
operating under a severe enforcement action issued since Jan. 1, 2013.
Financials are based on regulatory filings for the quarter ended Sept. 30, 2017.
* Excludes terminated severe enforcement actions.
^ Includes U.S. commercial banks, savings banks, and savings and loan associations that filed call reports for 
the third quarter of 2017.
Adjusted Texas ratio = nonperforming assets plus loans over 90 days past due, net of delinquent government-
guaranteed loans and OREO covered by loss-sharing agreements with the FDIC, as a percentage of tangible 
equity plus loan loss reserves.
Source: S&P Global Market Intelligence


