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In the attached final rule, the Office of Thrift Su- Many OTS regulations referred to CAMEL ratings. 
pervision COTS) has changed all references to the but these references are now obsolete since CAM 
CAMEL rating system in its regulations to refer to EL is now CAMELS. To avoid having to make reg- 
the Uniform Financial Institutions Rating System ulatory changes if the rating system is modified in 
(UFIRS), the supervisory rating system developed the future, OTS now has made its regulations refer 
by the Federal Financial Institutions Examination simply to the UFIRS as it may be amended from 
Council (FFIEC). time to time. 

UFIRS is used by OTS and other FFIEC-member 
agencies to evaluate the soundness of depository 
institutions. Until recently, UFIRS used five com- 
ponents commonly known as CAMEL ratings. 

The final rule was adopted without substantial 
modification from the one proposed by OTS on 
July 23, 1996. 

In the December 19, 1996 issue of the Federal Reg- 

ister, the FFIEC added a sixth element to evaluate 
sensitivity to market risk and made other 
modifications to the UFIRS rating system. 

The final rule was published in the January 
27, 1997, edition of the Federal Register, Vol. 62, 
No. 17, pp. 377%3781. 

For further information contact: 
William J. Magrini (202) 906-5744 
Karen Osterloh (202) 906-6639 

Nicolas P. Retsinas 
Director 
Office of Thrift Supervision 
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MS may adopt in lieu of UFIRS. The 
proposed rule did not refer specifically 
to the then-existing UFfRS system (i.e.. 
CAMEL) or to the pmposed rating 
system then under consideration by 
FFIEC (i.e., CAMELS). By referring to 
UFIRS. rather than acronyms adopted 
from time to time to describe UFIRS. the 
proposed rule would obviate the need to 
make regulatory amendments if the 
FFIEC or the OTS proposes changes to 
the rating system in the future. 

The pmposed rule is therefore 
adopted without substantial 
modifications. 2 Since the publication of 
the proposed regulation. the OTS has 
removed former 5 563.1 HO as part 
of its Landing and Investments 
regulation,‘eliminating the need for the 
proposed UFIRS change to that section. 

Ill. Paperwork Reduction Act 

Reporting and recordkeeping 
requirementsjn this final rule sm 
currently found in 12 CFR 563.41(e) and 
574.9. These requirements are addressed 
in the following OMB approved 
packages: Control Nos. 1556-0078 and 
1556+lM7. The repotting burden under 
this package remains unchanged under 
the rule. 

Iv. Executive order 12888 

The Director of the OTS has 
determined that this final rule does not 
constitute a “significant regulatory 
action” for the purposes of Executive 
Order 12866. 

V. Unfunded Mimdaies Acl of 1995 

The OTS has determined that the 
requirements of this final rule will not 
result in expenditures by state. local, or 
tribal governments or by the private 
sector of more than $100 million. 
Accordingly. s budgetary impact 
ststement is not required under section 
202 of the Unfunded Mandates Act of 
1995. 

VI. Regulrtorg Flexibility Ad Analysis 
Pursuant to section 605(h) of the 

Regulatory Flexibility Act. the OTS 
certifies that this final rule will not have 
a significant economic impact on s 
substential number of small entities. 
The OTS does not anticipate that the 
application of the revised UFIRS rating 
system will result in a change in 
composite ratings assigned to depository 
institutions. Today’s rule will merely 

reduce confusion by updating the 
terminology used in the OTS regulations 
to reflect the current rating system. 

VII. Effective Date 

Section 302 of CDRL4 delays the 
effective date pf regulations 
promulgated by the Federal banking 
agencies that impose additional 
reporting. disclosure. or new 
requirements to the first day of the first 
calendar quarter following publication 
of the final rule. OTS believes that 
CDRIA does not apply to this final rule 
because it imposes no new burden. The 
revisions will merely reduce confusion 
by updating the terminology used in the 
OTS regulations to reflect the current 
rating system. 

List ofsubjects 

I* CFR Port 502 

Assessments. Federal Home Loan 
Banks. 

Administrative practice and 
procedure. Reporting and recordkeeping 
requirements. Savings associations. 

I 3 CFR Part 562 

Accounting. Reporting and 
recordkeeping requirements. Savings 
associatio”s. 

I.? CFR Part 563 

Accounting, Advertising. Conflicts of 
Interest, Corporate Opportunity. Crime, 
Currency, Investments. Reporting and 
recordkeeping requirements, Savings 
aswriations. Securities, Surety bonds. 

1.7 CFB Part 565 

Administrative practice and 
procedure. Capital, Savings 
associations. 

IZCFFlPOrt574 

Administrative practice and 
procedure. Holding companies. 
Reporting and recordkeeping 
requirements. Savings associations, 
Securities. 

Authority end lssu~nce 

Accordingly. the Office ofThrift 
Supervision amends chapter V. title 12. 
Code of Federal Regulations, ss set forth 
below. 

PART 502-ASSESSMENTS 

I. The authority citation for part 502 
is revised to read as follows: 

.whority: 12 “.S.C 1462s. ,463. ,467. 
1467s. 

2. Section 502.1 is amended by 
revising paragraph (0 to read as follows: 

~502.t Asset-based asaesrments. 
. . . * . 

(0 Definition. For purposes of this 
section only, s troubled savings 
association shall be defined as a savings 
association with a composite rating of 4 
or 5. as defined in 5 516.3(c) of this 
chapter. A troubled savings institution 
also includes a savings association in 
conservatorship so long as the 
association requires increased 
supervision and examination by the 
Office. 
f . . . * 

PART 516-APPLICATION 
PROCESSING GUIDELINES AND 
PROCEDURES 

3. The authority citation for part 516 
continues to read as follows: 

Authority: 5tJ.S.C. 552.559: 12 U.S.C. 
1462s. 14a3.14a4. 

4. Section 516.3 is amended by 
revising paragraphs (a)(llIil. (b)(l)(i). 
and (c)to mad as follows: 

$5163 DelinlNons. 
(a) * f * 
(1) * * * 
(i) The savings association has a 

composite rating of 1 or 2: 
* , . (I * 

(bl f f ’ (1) ’ * * 
Ii) The swings association has a 

composite rating of 3.4 or 5; 
f . . f . 

(5) Composite mting. Composite rating 
means the composite numerical rating 
assigned to the savings association by 
the OTS under the Uniform Financial 
Institutions Rating System I or an 
equivalent rating under e comparable 
rating system adopted by the OTS. and 
refers to the most recent rating (as 
determined either on-site or off-site by 
the most recent examination) of which 
the savings association has been notified 
in writing. 
* * . * . 

PART 562-REGULATORY 
REPORTING STANDARDS 

5. The authority citation for part 662 
continues to read as follows: 

Authority: 12 u.s.c 1463. 

6. Section 562.4 is amended by 
revising paragraphs (b)(l) and (C)(Z) to 
read as follows: 

0 562.4 Audit of savin9s aseootations and 
SWinsS Bssoclatio” holding co”,p~“ies. 
* / . f f 

(b) * * * 
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(1) If a savings association has 
received a composite rating of 3.4 or 5. 
as defined at 5516.3(c) of this chapter; 
or 
. . . . . 

Cc) - . l 

(2) The Director may waive the 
independent audit requirement 
described at paragraph (b)(l) of this 
section. if the Director determines that 
an audit would not provide further 
information cm safety and soundness 
issues relevant to the examination 
rating. 
. . . . . 

PART 5W-OPERAllONS 

7. The authority citation for part 563 
contioues to read as follows: 

Antborl~ 12 USC. 375b. 1462.14682s. 
14113.1464,14611.1.8B, 181,. 1e.z.s. 3808. 

6. section 563.41 is amended by 
revising paragraph (e)(2)(ii)(A) to read as 
fdlows: 

(e) . . . 
(2) * . . 
(Ii]’ l l 

(A) Has a composite rating of 4 or 5. 
an defined in 5 516.3(c) of this chapter; 
. . . l . 

PART 665-PROMPl CORRECTIVE 
AcllON 

9. The authority citation for parC 566 
continuea to read 8s follows: 

Aatbmityz 12 u.6.c. 16310. 
10. section 565.4 is amended by 

rw*W pan(pa hs (b)(2WiKBl. 
, ;;b~~M-Bl;an I (c)(Z) to mad as 

@I’ - - 
(21. l l 

@if)* . l 

fB) A leverage ratio of 3.0 percent or 
gruater if the s.wings asscciation is 
assfgned a composite rating of 1. as 
d$,ned in 5 516.31~ ) of this chapter; 

. * . l . 

(31 ’ l - 

(iii)(A) . . l 

(9) Has a leverage ratio that is less 
than 3.0 percent if the savings 
association is assigned a composite 
rating of 1, as defined in 5 516.3(c) of 
this chapter. 
. . . . . 

(cl . . . 

(2) Unsafe or unsound pmctke. The 
OTS has determined. after notice and an 
opportunity for hearing pursuant to 
5 565.6(a) of this part. that the savings 
association received a less&an- 
satisfactory rating for any rating 
category (other than in a rating category 
sped5cally addressing capital 
adequacy) under the Uniform Financial 
Institutions Rating System.1 or an 
equivalent rating under a comparable 
rating system adopted by the OTS: and 
has not corrected the conditions that 
served as the basis for the less than 
satisfactory rating. Ratings under this 
paragraph lcl(21 refer to the most recent 
ratings (as determined either on-site or 
off-site by the most recent examination) 
of which the savings association has 
been notified in witing. 

PART 5744cawmoN OF 
CONTROL OF SAVINQS 
AsSOClATlONS 

11. The authority citation for paa? 574 
continues to read aa follows: 

Aldbwttyz *a u.s.c 1467.. 161,. 10311. 

12. section 574.9 is amended by 
revising paragraph falW(il(A) to read as 
f&XVs: 

(A) Has a composite rating of 4 or 5. 
as defined in 5 516.3(c) of this chapter: 
. . l . . 

tlsted: ,snuuy 15. ,997. 

By tbs 05.x of Thrift s”paNi*ton. 
Nkolv P. &!&drw, 
Dirscior. 
IFR Dot. 97-*at P&d l-M-97; 8:45 am, 
yuwcoDF.nacc~~ 




