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shall file with the FDIC, the appro-
priate federal banking agency, and any
appropriate state bank supervisor, a
copy of any management letter, quali-
fication, or other report issued by its
independent public accountant with re-
spect to such institution and the serv-
ices provided by such accountant pur-
suant to this part within 15 days after
receipt.

(d) Notice of engagement or change of
accountants. Each insured depository
institution shall provide, within 15
days after the occurrence of any such
event, written notice to the FDIC, the
appropriate federal banking agency,
and any appropriate state bank super-
visor of the engagement of an inde-
pendent public accountant, or the res-
ignation or dismissal of the inde-
pendent public accountant previously
engaged. The notice shall include a
statement of the reasons for any such
event in reasonable detail.

[58 FR 31335, June 2, 1993, as amended at 61
FR 6493, Feb. 21, 1996; 62 FR 63257, Nov. 28,
1997]

§363.5 Audit committees.

(a) Composition and duties. Each in-
sured depository institution shall es-
tablish an audit committee of its board
of directors, the composition of which
complies with paragraphs (a)(1), (2),
and (3) of this section, and the duties of
which shall include reviewing with
management and the independent pub-
lic accountant the basis for the reports
issued under this part.

(1) Each insured depository institu-
tion with total assets of $1 billion or
more as of the beginning of its fiscal
year shall establish an independent
audit committee of its board of direc-
tors, the members of which shall be
outside directors who are independent
of management of the institution.

(2) Each insured depository institu-
tion with total assets of $500 million or
more but less than $1 billion as of the
beginning of its fiscal year shall estab-
lish an audit committee of its board of
directors, the members of which shall
be outside directors, the majority of
whom shall be independent of manage-
ment of the institution. The appro-
priate Federal banking agency may, by
order or regulation, permit the audit
committee of such an insured deposi-
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tory institution to be made up of less
than a majority of outside directors
who are independent of management, if
the agency determines that the institu-
tion has encountered hardships in re-
taining and recruiting a sufficient
number of competent outside directors
to serve on the audit committee of the
institution.

(3) An outside director is a director
who is not, and within the preceding
fiscal year has not been, an officer or
employee of the institution or any af-
filiate of the institution.

(b) Committees of large institutions. The
audit committee of any insured deposi-
tory institution that has total assets of
more than $3 billion, measured as of
the beginning of each fiscal year, shall
include members with banking or re-
lated financial management expertise,
have access to its own outside counsel,
and not include any large customers of
the institution. If a large institution is
a subsidiary of a holding company and
relies on the audit committee of the
holding company to comply with this
rule, the holding company audit com-
mittee shall not include any members
who are large customers of the sub-
sidiary institution.

[58 FR 31335, June 2, 1993, as amended at 61
FR 6493, Feb. 21, 1996; 70 FR 71232, Nov. 28,
2005]
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