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Applicability: The retail credit classification and account management policy (policy) applies to the following:

· Open- and closed-end credit extended to individuals for household, family, and other personal expenditures, including consumer loans and credit cards.
· Loans to individuals secured by their personal residence, including first mortgage, home equity, and home improvement loans.

Note regarding minimum policy guidelines:

· The policy does not preclude examiners from classifying individual loans or entire portfolios regardless of delinquency status, or from criticizing account management practices that are deficient or improperly managed. If underwriting standards, risk management, or account management standards are weak and present unreasonable credit risk, deviation from the minimum classification guidelines outlined in the policy may be prudent.
· Credit losses generally should be recognized when the bank becomes aware of the loss, but the charge-off should not exceed the time frames stated in the policy.

	Retail Credit Classification and Account Management Policy Checklist

	Yes/no
	Doc. ref.
	Comments

	Substandard classification
1. Does the bank consider open accounts 90 cumulative days past due to be substandard?

2. In cases in which the bank can clearly demonstrate that repayment of an account by a borrower in bankruptcy is likely to occur, is the account appropriately classified as substandard until the borrower re-establishes the ability and willingness to repay for a period of at least six months?
	
	

	Loss classification
Are secured accounts written down to the value of the collateral, less cost to sell, if repossession of collateral is assured and in process?
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	Retail Credit Classification and Account Management Policy Checklist

	Yes/no
	Doc. ref.
	Comments

	Bankruptcy
1. Are accounts in bankruptcy charged off within 60 days of receipt of notification of filing from the bankruptcy court or within the 120/180- day-past-due time frame (whichever is shorter)?

2. When an account’s balance is not charged off, does the bank classify it as substandard until the borrower re-establishes the ability and willingness to repay for a period of at least six months?
	
	

	Fraudulent accounts
Are fraudulent accounts classified as loss and charged off within 90 days of discovery or within the 120/180-day-past-due time frame (whichever is shorter)?
	
	

	Deceased borrower accounts
Are accounts of deceased persons classified as loss and charged off when the loss is determined or within the 120/180-day-past-due time frame (whichever is shorter)?
	
	

	Other considerations for classification
Under what conditions does the bank not classify an account as substandard or loss in accordance with the policy?

Note: The policy permits nonclassification if the bank can document that the loan is well secured and in the process of collection, such that collection will occur regardless of delinquency status.
	
	

	Partial payments
1. Does the bank require that a payment be equivalent to 90 percent or greater of the contractual payment before counting the payment as a full payment?

2. As an alternative, does the bank aggregate payments and give credit for any partial payments received?

3. Are controls in place to prevent both methods above from being used simultaneously on the same credit?
	
	





	Retail Credit Classification and Account Management Policy Checklist

	Yes/no
	Doc. ref.
	Comments

	Re-aging, extensions, deferrals, renewals, and rewrites
1. Are the above types of activities permitted only when the action is based on a renewed willingness and ability to repay the loan?

2. Does documentation show that the bank communicated with the borrower, the borrower agreed to pay the loan in full, and the borrower has the ability to repay the loan?

3. Do MIS separately identify the number of accounts and dollar amounts that have been re-aged, extended, deferred, renewed, or rewritten, including the number of times such actions have been taken?

4. How does the bank monitor and track the volume and performance of loans that have been re-aged, extended, deferred, renewed, rewritten, or placed in a workout program?

Note: The criteria above do not apply to customer-service-originated extensions or program extensions (such as holiday skip-a- pay). Examples of how the bank would determine and document a borrower’s willingness and ability to repay could include such items as credit bureau score and data being obtained and reviewed, stated income being verified, and obtaining a “hardship” letter from the borrower.
	
	





	Retail Credit Classification and Account Management Policy Checklist

	Yes/no
	Doc. ref.
	Comments

	Open-end credit (re-aging)
1. Is a reasonable written policy in place and adhered to?

2. To be considered for re-aging, does the account exhibit the following:
· Has the borrower demonstrated a renewed willingness and ability to repay the loan?
· Has the account existed for at least nine months?
· Has the borrower made at least three consecutive minimum monthly payments or the equivalent cumulative amount?
· Does the bank prohibit the advancement of funds to make the minimum payment requirements?
· Does the bank limit the number of
re-agings to no more than once within any 12-month period?
· Does the bank limit the frequency of re-agings to no more than twice within any five-year period?
· For over-limit accounts that the bank re- ages, does the bank prohibit new credit from being extended until the balance falls below the pre-delinquency credit limit?

3. Consider the following questions regarding the bank’s workout loan programs:
· Does the bank require the receipt of at least three consecutive minimum  monthly payments or the equivalent cumulative amount, as agreed under the workout or debt management program, before re-aging an account that enters a workout program (internal or third-party)?
· Are re-agings for workout programs limited to once in a five-year period?
· At a minimum, do MIS track the principal reductions and charge-off history of loans in workout programs by type of program?
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