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EXAMINING ISSUANCE


Comptroller of the Currency

Administrator of National Banks

Type:
Examining Circular
Subject:
Uniform Financial Institutions Rating System


TO:  All Regional Administrators and Examining Personnel

PURPOSE

This supplement to Examining Circular 159(Rev) integrates the three Uniform Interagency Rating Systems for Data Processing Operations, Trust, and Consumer (Referred to as specialty areas) into the Uniform Financial Institutions Rating System (CAMEL).

SCOPE

This supplement is effective immediately.

OVERVIEW

The Uniform Financial Institutions Rating System provides a general framework for assimilating and evaluating all significant financial, operational and compliance factors inherent in a bank. It enables the supervisor to assign each banking organization a composite rating indicative of the institution's overall condition, including the condition of the specialty areas.


In order to reach a composite rating, five performance dimensions - capital adequacy; asset quality; management/administration; earnings; and liquidity - are evaluated. Although assigned distinctly separate ratings these performance dimensions are clearly interrelated. While the C, A, E and L dimensions are interrelated to varying degrees, management's performance is evaluated against all of the factors necessary to operate a bank in a safe and sound manner and in compliance with law. Because management predominantly determines whether or not the financial, operational and compliance aspects of each bank are satisfactory, the overall condition of each specialty area should be reflected in the rating of management.

While the specialty area ratings will be incorporated directly in the management rating, these functions can significantly affect the C, A, E and L dimensions. For example, if the integrity of DP generated reports in the area of asset/liability management is not sound, management may make funding or investment decisions detrimental to the bank. Another possible interaction may arise from a failure to comply with consumer statutes and regulations, which may lead to legal actions adversely affecting capital. Failure to properly price trust services can create a constant drain on overall bank profitability. Further, noncompliance with general banking requirements may impede, and perhaps prevent, collection of assets. Thus examiners must be alert to interrelations of the specialty functions to the C, A, E, and L components. Any significant adverse effect in these components which are caused by a specialty area should be reflected in the component's rating.

PROCEDURES

Personnel responsible for evaluating the condition of each specialty operation will provide the EIC with preliminary overall ratings for their respective areas. The EIC will then incorporate these assessments into his or her management rating, and C, A, E, or L rating if warranted. The Data Processing, Trust, and Consumer composite ratings as well as the CAMEL composite rating, will continue to be assigned by the Regional Office in accordance with each function's individual Uniform Interagency Rating System. This is necessary to assure maximum consistency in supervisory and enforcement procedures.

ORIGINATING OFFICE

Chief National Bank Examiner's Office, Commercial Examinations Division, (202) 447-1165

Paul M. Homan

Senior Deputy Comptroller

for Bank Supervision
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