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Advantages/Disadvantages of 
Being a Fed Member State Bank 

Analysis Advantages Disadvantages Member Comments 

Applications The Fed requires filings for essentially all the same applications 
required by the FDIC.  This includes mergers, change in 
controls, branches, etc.   

Presently you are already making filings 
with the Fed for acquisitions through 
your holding company so you simplify 
filing by eliminating one filing 
requirement with the FDIC 

With regard to HC acquisitions, 
there is no change.  However for 
bank to bank mergers, the regional 
Fed offices are having more 
applications sent to DC which may 
increases the review process. 

• No problem with application
filings unless you are protested.

• Applications that end up in DC
can be a black hole.  But the
worse issues relate to mergers
that are protested by consumer
groups.

Filing Fees The Fed has no filing fees for applications, including the 
application for Fed membership. 

Same as FDIC. None 

Examinations/ 
Frequency 

The Fed does safety and soundness exams on an 18 month cycle 
and alternates exams with the state (assuming a satisfactory 
rating). 

Generally CRA exams are on a 2-5 year cycle (depending on 
asset size-the larger the institution the more frequent the exam). 

The Fed does not charge for examinations. 

Essentially the same schedule as the 
FDIC. 

None In the past, certain markets like 
Memphis, have had more difficult 
Fed compliance and fair lending 
exams.  This has changed and the 
FDIC is more unpredictable than 
the Fed. 

Examination/ 
Coordination 

The State and Fed usually seamlessly coordinate examinations.  
Most states do not do compliance or fair lending exams while 
the Fed and FDIC do. 

If the Fed is already examining your holding company, they 
would be able to coordinate the HC exams with the bank exams. 

The Fed saves time and effort if they 
examine both the state banks and the 
holding company.  However, most HC 
exams are offsite and fairly routine. 

None • No problems mentioned for
either Fed or FDIC.

• The FDIC has made significant
progress on coordinating with 
the state. 
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Analysis Advantages Disadvantages Member Comments 

Examinations/ 
Pre Entrance 

If you have been recently examined, you would not necessarily 
have to have an entry exam.  Practically, the Fed sends a team 
for a short exam.  Compliance issues may or may not be a 
concern but the Fed will usually advise you if they see a 
potential problem.  They realize that the compliance is their 
sticking point with many banks. 

Saves time. None 

Examiners Based on conversations with state banks which are presently 
examined by the Fed, the level of professionalism is high with 
less various between examiners.    

The examiners tend to focus on larger issues and are not as nit 
picking as some other examination agencies (in their opinion). 

The examiners are less critical on 23A and 23B, probably since 
they know the regulation better. 

Smoother exams and less problem 
resolution regarding exams. 

None. • Fed has very professional
examiners

• More seasoning, less nit picking
• Good relationships to bank,

examiners in charge are good.
• Examiners are more like

auditors.

Mergers, 
Acquisitions & 
Branch Sales or 
Purchases 

The Fed presently approves all holding company acquisitions or 
mergers.  You would simply remove the FDIC from the approval 
loop. 

The Fed would review the antitrust impact on all acquisitions by 
your state member banks, even bank to bank mergers without the 
HC involvement. 

Saves time, money and explanations.  
The fewer regulators that review a 
merger, the less questions that arise. 

The Fed is more restrictive than the 
FDIC on antitrust issues. 

If you have a non affiliated bank to 
bank merger with one of your state 
banks, the FDIC is less restrictive 
on approvals. 

• No problems with approvals or
time to approve.

• Fewer applications to file.

Branch Sales The Fed would approve any branch purchases or sales at the 
state member banks. 

Same as above. Same as above. 

Regulatory 
Differences 

You would also fall under the Fed’s guidelines for investment in 
premises.  They require approval for any investments over 50% 
of equity. 

Essentially your banks will fall under 
the same regs as national banks 
currently follow on these issues. 

The investment in premises. • Has not been a problem.

General You must be a 1 or two rated bank to qualify for membership. 

You have to buy stock in the Fed; Fed stock purchased is equal 
to 6% of common stock + surplus.  While the full 6% is 
subscribed, only 3% is paid-in (the other half subject to call).  
The yield on the Fed stock is 6%. 

The stock yields 6%. NA. 




