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As financial institutions 
increasingly operate globally and 
diversify their businesses, entities 
with an interest in financial 
stability cite the need for 
supervisors to oversee the safety 
and soundness of these institutions 
on a consolidated basis.  Under the 
Comptroller General’s Authority, 
GAO reviewed the consolidated 
supervision programs at the 
Federal Reserve System (Federal 
Reserve), Office of Thrift 
Supervision (OTS), and Securities 
and Exchange Commission (SEC) 
to (1) describe policies and 
approaches that U.S. consolidated 
supervisors use to oversee large 
and small holding companies; (2) 
review the management of  the 
consolidated supervision programs, 
including use of program objectives 
and performance measures; and (3) 
evaluate how well consolidated 
supervisors are collaborating with 
other supervisors and each other in 
their activities.  In conducting this 
study, GAO reviewed agency policy 
documents and supervisory reports 
and interviewed agency and 
financial institution officials. 
 
What GAO Recommends  

GAO recommends that the heads of 
the three agencies direct their 
staffs to develop a set of clear and 
consistent objectives and related 
performance measures specific to 
consolidated supervision and 
collaborate more systematically 
with each other and with other 
supervisors.  The agencies 
generally agreed with these 
recommendations. 

The Federal Reserve, OTS, and SEC have responded to the dramatic changes 
in the financial services industry, and for many of the largest financial 
services firms, the agencies focus on the firms’ consolidated risks, controls, 
and capital. Reflecting in part differences in structure, traditional roles and 
responsibilities, and the length of time they have had to develop and refine 
their programs, the agencies employ somewhat differing policies and 
approaches for their consolidated supervision programs.   
 
Consolidated supervision becomes more important in the face of changes in 
the financial services industry, particularly with respect to the increased 
importance of enterprise risk management by large, complex financial 
services firms. Consolidated supervision provides a basis for the supervisors 
to oversee the risks of financial services firms on the same level that the 
firms manage those risks. GAO found that while all of these agencies were 
meeting international standards for effective oversight of large, 
internationally active conglomerates and have broad goals for supervision, 
they could more clearly  articulate the specific objectives and performance 
measures for their evolving consolidated supervision programs. Both 
Federal Reserve and OTS, for example, focus on the safety and soundness of 
the depository institution but could take steps to better measure how 
consolidated supervision contributes to this in ways that differ from primary 
supervision of the depository institution. Such objectives and measures 
would help the agencies ensure consistent treatment of the firms that are 
subject to consolidated supervision.  
 
More effective collaboration can occur if agencies take a more systematic 
approach to agreeing on roles and responsibilities and establishing 
compatible goals, policies, and procedures on how to use available 
resources as efficiently as possible. While the three agencies coordinate and 
exchange information, they could take a more systematic approach to 
collaboration with respect to their consolidated supervision programs. For 
instance, SEC and OTS have authority for some of the same firms with no 
effective mechanism to prevent duplication, assign accountability, or resolve 
potential conflicts. Similarly, while the Federal Reserve and other federal 
bank supervisory agencies have taken steps to share information and 
examination activities when the Federal Reserve is not the primary 
supervisor of the lead bank in a bank holding company, some duplication 
and lack of accountability remain. As a result, consolidated supervision of 
U.S. financial institutions is not as efficient and effective as it could be if 
agencies collaborated more systematically. GAO has noted in the past that it 
is difficult to collaborate within the fragmented U.S. regulatory system and 
has recommended that Congress modernize or consolidate the regulatory 
system. However, if the current system is maintained, it is increasingly 
important for agencies to collaborate to ensure effective and efficient 
consolidated supervision, consistent treatment of financial services firms, 
and clear accountability of the agencies for their supervisory activities. 

www.gao.gov/cgi-bin/getrpt?GAO-07-154.
 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact Richard J. 
Hillman at (202) 512-8678 or 
hillmanr@gao.gov. 

http://www.gao.gov/cgi-bin/getrpt?GAO-07-154
http://www.gao.gov/cgi-bin/getrpt?GAO-07-154


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


