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Introduction

The Office of the Comptroller of the Currency (OCC) is responsible for supervising the
federal banking system. The OCC’s mission is to ensure that national banks, federal savings
associations (FSA), and federal branches and agencies of foreign banking organizations?
(collectively, banks?) operate in a safe and sound manner, provide fair access to financial
services, treat customers fairly, and comply with applicable laws and regulations. To support
this mission, the OCC has prepared the “Bank Supervision Process” booklet of the
Comptroller’s Handbook for use by OCC examiners in connection with their supervision of
banks.

This bookilet is the central reference for the OCC’s bank supervision policy, explains the
OCC’s risk-based bank supervision approach, and discusses the general supervisory process
for all types of OCC-supervised banks. Examiners should use this booklet in conjunction
with the “Community Bank Supervision,” “Federal Branches and Agencies Supervision,”
“Large Bank Supervision,” and other booklets of the Comptroller’s Handbook, as
applicable.® Each bank is different and may present specific issues. Accordingly, examiners
should apply the guidance in this booklet consistent with each bank’s individual
circumstances. When it is necessary to distinguish among them, types of banks are referred to
separately.*

High-quality supervision is essential to the OCC’s ability to carry out its mission. High-
quality bank supervision

e accounts for the unique characteristics of each bank, including size and risk profile.

e isongoing and dynamic, responds to changing risks at each bank, and is sensitive to
evolving market conditions and regulatory changes.

e uses OCC resources efficiently and effectively by allocating the greatest resources to the
areas of highest risk.

e assesses Whether each bank has a sound risk management system consisting of policies,
processes, personnel, and control systems to measure, monitor, and control risk.

e recognizes and appropriately assesses the risks to each bank from all significant lines of
business, including those subject to the primary supervision of another regulator.

! Generally, references to “national banks” throughout this booklet also apply to federal branches and agencies
of foreign banking organizations unless otherwise specified. Refer to the “Federal Branches and Agencies
Supervision” booklet of the Comptroller’s Handbook for more information regarding applicability of laws,
regulations, and guidance to federal branches and agencies. (Footnote added in version 1.1)

2 Terms in boldface type throughout the body of this booklet are defined in appendix C, “Glossary.”
3 The OCC uses the “Large Bank Supervision” booklet to also supervise midsize banks.
4 This booklet contains interagency content, such as the uniform rating systems and excerpts from other

interagency policy statements. Wherever interagency content is directly incorporated, the term “institution” or
“financial institution” may be used rather than “bank.”
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e recognizes the role of functional regulators and promotes effective coordination with
them.

e is based on clear communication of bankers’ and examiners’ responsibilities.

e includes ongoing and effective communication with bank management and the board of
directors (board).®

e is performed by examiners who have the knowledge and skills to accurately evaluate
banks’ conditions, identify risks, and communicate effectively with bank personnel, OCC
personnel, and other regulators.

e empowers examiners to use judgment and make sound decisions.

e identifies deficient practices and violations (collectively, deficiencies) in a timely
manner and requires banks to take corrective action before the deficiencies affect their
conditions.

Types of Banks

The types of banks the OCC supervises, and the products and services offered by banks, are
diverse. Some banks are full-service banks, and others have special purpose operations. Most
full-service banks are in the business of taking deposits and making loans. Banks are
expected to offer products and services that meet the needs of the communities in which they
do business and the needs of low- and moderate-income individuals. Banks are expected to
offer products and services in a manner that promotes fair access to financial services, treats
customers fairly, and complies with applicable laws and regulations. (Updated in version 1.1)

For supervisory purposes, the OCC designates banks as community, midsize, or large. These
designations are based on a bank’s asset size® and factors that affect its risk profile and
complexity. When making this designation, the OCC considers, in addition to asset size,
whether

e the bank and its affiliate charters are part of a much larger banking organization (e.qg.,
under a bank holding company or savings and loan holding company).
e supervision requires extensive coordination with other regulators.
e the bank or company
— is adominant player within its market.
— performs significant international activities.
— owns unique subsidiaries.
— offers high-risk, specialized, or complex products or services.
— conducts sophisticated capital market activities.
— has large asset management operations.

> For purposes of this booklet, the term “board” generally includes designated board committees.

& Community banks generally are up to $10 billion in total assets, midsize banks generally are up to $50 billion
in total assets, and large banks generally are over $50 billion in total assets.
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Banks may also fall into one or more of the following categories. Refer to the “Charters”
booklet of the Comptroller’s Licensing Manual for more information regarding types of
banks.

Federal Branches and Agencies

Federal branches and agencies are offices of foreign banking organizations (FBO) licensed
by the OCC to conduct banking business in the United States. Because of the global aspect
and complexity of their operations, federal branches and agencies, regardless of asset size,
generally follow the OCC’s large bank supervision policy. Some aspects of their supervision,
however, are similar to the OCC’s community bank supervision process. For more
information, refer to the “Federal Branches and Agencies Supervision” booklet of the
Comptroller’s Handbook.

Special Purpose Banks

Special purpose banks generally offer a small number of products, target a limited customer
base, incorporate nontraditional elements, or have narrowly targeted business plans. The
following are examples of special purpose banks:

e Bankers’ banks are owned exclusively, except for directors’ qualifying shares, by other
depository institutions or depository institution holding companies. Bankers’ bank
activities are limited to providing (1) services to or for other depository institutions, their
holding companies, or the officers, directors, and employees of such institutions; and (2)
correspondent banking services at the request of other depository institutions or their
holding companies.

e Cash management banks are normally affiliated with a bank through a bank holding
company or savings and loan holding company structure with other banks that engage in
a full array of commercial banking activities. A cash management bank provides certain
financial services to its large corporate customers.

e Community development banks have a stated mission to primarily benefit the
underserved communities in which the bank is chartered to conduct business.

e Credit card banks have a primary business line of issuing credit cards, generating credit
card receivables, and engaging in activities incidental to the credit card business. Credit
card banks are insured by the Federal Deposit Insurance Corporation (FDIC). Credit card
banks typically meet the following criteria:

— These banks engage exclusively or predominantly in credit card activities and are
directly owned by holding companies or individual shareholders. Credit card banks
may legally offer additional commercial banking services, such as deposit accounts
for these banks’ employees, unless prohibited by the bank’s articles of association.

— Competitive Equality Banking Act (CEBA) credit card banks are owned by nonbank
holding companies, commercial entities, or banks. CEBA credit card banks must
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— qualify for the exemption created by the CEBA amendment to the Bank Holding
Company Act.’

e Trust banks limit their services to fiduciary activities and activities incidental to the
fiduciary business. Many trust banks are not insured by the FDIC, and FDIC insurance is
not a requirement for certain national bank trust bank charters. All trust-only FSAs are
FDIC-insured. A national trust bank is exempt from the definition of “bank’ in the Bank
Holding Company Act, provided the trust bank meets certain conditions.® The definition
of “savings and loan holding company” excludes a company that controls an FSA that
functions solely in a trust or fiduciary capacity.® Accordingly, some trust banks are
independent, stand-alone entities, while others are subsidiaries of, or affiliated with,
commercial banks, bank holding companies, savings and loan holding companies,
financial service companies, or other business enterprises. Trust banks are generally
designated as community, midsize, or large, based on their on-balance-sheet assets,
unless the trust bank is affiliated with another OCC-chartered bank, such as a midsize or
large bank.

Bank Affiliates and Related Organizations

Many banks are part of larger diversified financial organizations with multiple entities.
Related organizations refers to various types of entities related to a bank, typically by
common ownership or control. Generally, related organizations are affiliates or
subsidiaries.°

To differentiate among types of affiliates, the OCC uses the terms “lead OCC-supervised
bank,” “significant OCC-supervised affiliate,” and “smaller OCC-supervised affiliate.”
A “lead OCC-supervised bank” is the OCC-supervised affiliate within a multibank
organization with the most assets, unless the company designates another bank as “lead.” A
“significant OCC-supervised affiliate” is an OCC-supervised bank affiliate that has assets of
$1 billion or more. A “smaller OCC-supervised affiliate” is an OCC-supervised bank affiliate
that has assets of less than $1 billion.

A functionally regulated affiliate (FRA) is a bank affiliate (including a bank operating
subsidiary) whose primary regulator is the U.S. Securities and Exchange Commission (SEC),
a state insurance commissioner, or the U.S. Commodity Futures Trading Commission
(CFTC). FRAs include

e SEC-registered securities broker-dealers.

" Refer to 12 USC 1841(c)(2)(F).

8 Refer to 12 USC 1841(c)(1) and (c)(2)(D).

% Refer to 12 USC 1467a(a)(1)(D)(ii)(I1).

10 Refer to the “Related Organizations” booklet of the Comptroller’s Handbook (national banks); OTS

Examination Handbook section 380, “Transactions With Affiliates and Insiders” (FSAs); and OTS Examination
Handbook section 730, “Related Organizations” (FSAs), for more information.
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SEC or state-registered investment advisers.

SEC-registered investment companies (e.g., mutual funds).

state-supervised insurance companies and agencies.

CFTC-registered or regulated entities (e.g., futures commission merchants, commodity
pools, commodity pool operators, or commodities trading advisors).

A chain banking group is two or more independently chartered financial institutions,
including at least one federally chartered bank, controlled either directly or indirectly by the
same individual, family, or group of individuals closely associated in their business dealings.
A registered multibank holding company and its subsidiary banks are generally not
considered to be a chain banking organization unless the holding company is linked to other
banking organizations through common control.

The OCC assesses the risks posed to banks by related organizations to the extent necessary to
reach conclusions about the banks the OCC supervises. This approach recognizes that risks
present in banks may be mitigated or increased by activities in related organizations.

Refer to the “Coordination With Other Regulators” section of this booklet and appendix A,
“Functional Regulation,” for more information regarding supervision of related organizations
and FRAs.

Bank Supervision Organizational Structure, Roles, and
Responsibilities

(Section updated in version 1.1)
The OCC’s organizational structure is designed for effective supervision of the different

types of banks, with oversight by the OCC’s Senior Deputy Comptroller and Chief Operating
Officer (COO) for coordination and integration of the OCC’s bank supervision activities.
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Figure 1: The OCC's Organizational Structure for Supervision
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The Senior Deputy Comptrollers for Midsize and Community Bank Supervision (MCBS)
and Large Bank Supervision (LBS) report to the COO. The OCC’s Bank Supervision Policy
Department, Economics Department, and Office of Innovation also report to the COO.

Midsize and community banks are supervised under the Senior Deputy Comptroller for
MCBS. The midsize deputy comptrollers are each supported by one or more associate deputy
comptrollers (AsDC). The community bank deputy comptrollers include one for each district.
There is also a Deputy Comptroller for Thrift Supervision and Special Supervision. Each
district deputy comptroller is supported by one or more AsDCs. The Deputy Comptroller for
Thrift Supervision and Special Supervision is supported by one or more directors for special
supervision and a Senior Advisor for Thrift Supervision. Each of the MCBS deputy
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comptrollers is responsible for the supervision of a portfolio of banks. The Deputy
Comptroller for Thrift Supervision and Special Supervision is additionally responsible for
overseeing the consistent integration and application of supervisory policies for FSASs into
the OCC’s mission.!

Large banks and federal branches and agencies are supervised under the Senior Deputy
Comptroller for LBS. Large bank deputy comptrollers are responsible for the following
(responsibilities of individual deputy comptrollers vary by position):

e Supervising a portfolio of the largest banks supervised by the OCC.

e Supervising foreign-owned large banks and federal branches and agencies supervised
through the International Banking Supervision divisions in New York, OCC
Headquarters, and the OCC’s London Office.

e Overseeing the lead expert group, which includes information systems.

Assistant Deputy Comptroller (Community and Midsize Banks)

Assistant deputy comptrollers (ADC) oversee the supervision of a portfolio of community
banks, midsize banks, trust banks, or service providers. ADCs also manage the team of
examiners and supervision support staff that compose a field office. The director(s) for
special supervision has similar supervision and oversight responsibilities as an ADC for a
portfolio of problem banks but relies on an ADC to manage and assign examination staff.
ADCs

e maintain an awareness of trends within the financial services industry and an
understanding of risks within their assigned portfolios of banks.

e approve appropriate supervisory strategies for individual banks.

e take actions within their authority to require banks to address deficiencies, including
recommending enforcement actions when necessary.

e supervise personnel directly responsible for bank supervision.

e consider training and development needs of assigned personnel and how these will be
met.

e direct planning, scheduling, and monitoring of supervisory activities for
— effective use of resources.
— consistency with identified priorities.
— compliance with OCC policies.

e assign portfolio managers and examiners-in-charge (EIC) to banks or groups of banks, as
applicable.

e review and concur with examination conclusions before conclusions are finalized.

e ensure that the OCC’s supervisory information systems reflect the current risk profiles
and conditions of assigned banks.

1 Pursuant to 12 USC 4b, the Comptroller of the Currency shall designate a deputy comptroller, who shall be
responsible for the supervision and examination of FSAs. The Deputy Comptroller for Thrift Supervision and
Special Supervision fulfills the role of supervising and examining FSAs by overseeing the consistent application
of supervisory policies for FSAs.
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e attend management exit meetings and board meetings to promote consistent and effective
communication. ADCs may appoint designees to attend exit meetings and board
meetings, as appropriate.

e maintain communication with points of contact at other regulatory agencies and
coordinate requests from other regulatory agencies (foreign and domestic) through the
appropriate deputy comptroller or AsDC. If another agency participates jointly in an
examination, the ADC should ensure that the supervisory strategy includes sufficient
detail regarding each agency’s roles and responsibilities so that unnecessary duplication
can be avoided.

e countersign reports of examination (ROE).

e sign or countersign other correspondence, including supervisory letters.*?

Portfolio Managers and Examiners-in-Charge

To facilitate ongoing and consistent supervision, the OCC assigns responsibility for each
bank to a commissioned national bank examiner (NBE) or federal thrift regulator (FTR). To
be “commissioned” means that the examiner successfully completed the OCC’s or former
Office of Thrift Supervision’s (OTS) internal certification program. The Uniform
Commission Examination is the OCC’s internal certification program. Examiners who
successfully complete the Uniform Commission Examination meet the high standards of
technical knowledge, skills, and professionalism required of OCC examiners. Many
examiners are cross-credentialed as both an NBE and FTR. Examiners must be
commissioned to serve in an unsupervised capacity as EICs and sign banks’ ROEs.

Community Banks

Each community bank is assigned a portfolio manager who serves as the OCC’s primary
contact for bank management and the board on an ongoing basis. Portfolio managers should
generally be commissioned examiners. In their dialogues with bank management, portfolio
managers develop a high level of understanding of banks’ activities that guides the OCC’s
supervisory strategy for each bank. Portfolio managers understand the local economy and
operating conditions and risks in banks” markets and can discuss recently implemented or
proposed regulations, trends in current examination findings, and other current topics. OCC
specialists provide assistance to portfolio managers as necessary. A community bank’s
portfolio manager may also be the EIC of the bank’s examination(s), or the EIC may be
another commissioned examiner.

12 In some cases, this may be delegated to a portfolio manager, EIC, or another commissioned examiner.

13 After the integration of the former OTS into the OCC, the OCC implemented a cross-credentialing process to
allow examiners to become commissioned as both an NBE and FTR. Only examiners commissioned as NBEs
may sign ROEs of national banks, and only examiners commissioned as FTRs may sign ROEs of FSAs. Cross-
credentialed examiners may sign ROEs of both national banks and FSAs. The OCC’s Uniform Commission
Examination was revised to include national banks and FSAs, and all examiners commissioned since 2013 are
cross-credentialed.
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The appropriate ADC may assign supervisory responsibility for a community bank to a
noncommissioned examiner who is supervised by a commissioned examiner or the ADC.
Appointing noncommissioned examiners to acting portfolio manager or acting EIC roles can
help examiners develop skills and promotes efficient and effective use of OCC resources. A
commissioned examiner or ADC supervising a noncommissioned acting EIC or acting
portfolio manager must

e review the accuracy of the examiner’s work before findings are communicated to bank
management.

e attend exit and board meetings with the examiner to provide for consistent and effective
communication.

e sign ROEs and supervisory letters.

Midsize and Large Banks

Midsize and large banks are not assigned portfolio managers. Rather, an EIC is assigned full
time to each midsize and large bank to provide day-to-day supervision with the help of teams
of examiners. Midsize and large bank EICs maintain an awareness of trends within the
banking industry and the financial services marketplace, and deal with a variety of issues that
pose risks to the banks they examine. EICs for midsize banks report to ADCs, while EICs for
large banks report to deputy comptrollers, as shown in figure 1. The OCC rotates EICs of
midsize and large banks periodically to promote objectivity, cross-training, and growth in
expertise among examiners.

Federal Branches and Agencies

Portfolio managers are assigned to smaller federal branches and agencies, while full-time
EICs are assigned to larger federal branches and agencies. If the parent company of the
federal branch or agency has a related large bank affiliate, the examination team may also
report to the EIC of the related large bank. Portfolio managers and EICs of federal branches
and agencies report to one of the directors of International Banking Supervision or the EIC of
a related large bank, as applicable.

Portfolio Manager and EIC Responsibilities

Whether an examiner supervises an individual bank or a portfolio of banks, the supervisory
responsibilities are consistent. The portfolio manager or EIC

e maintains an up-to-date understanding of the core knowledge, condition, and risk profile
of each assigned bank.

e identifies risks and responds in an appropriate and timely manner.

e considers the risks posed by significant activities or affiliates, including affiliates or lines
of business subject to the primary supervision of another regulator, in determining the
bank’s ratings and risk assessment. While the portfolio manager or EIC is not involved in
the day-to-day supervision of affiliates or lines of business supervised by other functional
regulators, he or she should assess the OCC-supervised bank’s risks from those affiliates
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or lines of business and the effectiveness of the OCC-supervised bank’s risk management
systems in controlling those risks.

e maintains responsibility for ongoing supervision of the bank and oversees the execution
of examination plans. The portfolio manager or EIC must obtain approval from the
supervisory office to materially change examination activities outlined in the supervisory
strategy and must document the rationale for such changes in the OCC’s supervisory
information systems.

e reviews and concurs with examination conclusions before conclusions are finalized or
submitted to the appropriate signer for review.

e updates the OCC’s supervisory information systems to reflect the bank’s current risk
profile and condition.

e maintains ongoing and effective communication with bank management and the board.

e keeps the supervisory office informed about the status of each assigned bank.

e consistent with business unit or supervisory office procedures, establishes and maintains
points of contact with domestic and foreign banking supervisors and other regulatory
agencies, as appropriate. Examiners should work with these points of contact to supervise
OCC-supervised banks by facilitating the exchange of necessary information,
coordinating supervisory activities, and communicating critical issues to the appropriate
regulatory agency.**

e implements OCC and supervisory office directives.

e takes actions within his or her authority to require banks to address deficiencies, or
recommends such actions to the supervisory office.’®

e follows up on bank management’s actions to address deficiencies.

e follows up on outstanding enforcement actions by assessing bank management and the
board’s effectiveness in correcting the deficiencies and determining whether the bank is
in compliance with the action.®

Functional EICs, Team Leaders, and Examination EICs

The OCC may designate functional EICs (FEIC) to conduct or oversee examinations of
particular areas or functions of a bank (e.g., commercial credit, consumer compliance, and
capital markets). FEICs are typically assigned to larger community banks and midsize banks.

Because of the vast operating scope of large banks, the OCC assigns examination teams to
work full time at the largest and most complex banks. In large banks, team leaders are
seasoned examiners who oversee supervision of functional areas and manage staffs of
dedicated examiners. Team leaders assigned to community bank field offices oversee the
development of precommissioned examiners.

14 For community banks, the supervisory office, rather than the portfolio manager or EIC, may establish and
maintain points of contact with other regulatory agencies.

15 If the portfolio manager or EIC has concerns about activities subject to the primary supervision of another
regulator, he or she should contact the appropriate ADC or deputy comptroller to coordinate the appropriate
supervisory response.

16 Refer to the “Enforcement Actions” section of this booklet for more information.
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Each examination activity has an examiner assigned as the EIC for the activity. For instance,
in midsize and large banks that have designated EICs for the bank, an FEIC or another
examiner may serve as the EIC of a particular examination activity (e.g., a target
examination).

Supervisory Office

For community and midsize banks, the OCC supervisory office supports and oversees the
portfolio manager and EIC. Personnel who carry out these support and oversight
responsibilities include supervisory office staff and one of the following:

e The ADC, if the bank is a community or midsize bank.

e The Director for Special Supervision, if the bank is assigned to the Special Supervision
division.

For large banks, including large federal branches with a related large bank affiliate, the
supervisory office includes the EIC or deputy comptroller, depending on the circumstances.
The EIC provides oversight and makes decisions on many matters, while some decisions
require approval by the deputy comptroller or a higher authority.

For federal branches and agencies supervised within the International Banking Supervision
Division, the supervisory office includes the EIC (for the larger and more complex federal
branches and agencies), Director for International Banking Supervision, or deputy
comptroller, depending on the circumstances. The EIC and Director for International
Banking Supervision provide oversight and make decisions on many matters, while some
decisions require approval by the deputy comptroller or a higher authority.

Examiners should follow internal OCC processes for delegations of authority.
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Examination Authority and Full-Scope,
On-Site Examination Requirement

(Section updated in version 1.1)

The OCC examines banks pursuant to the authority conferred by 12 USC 481 (national
banks), 12 USC 1463 (FSAs), 12 USC 1464 (FSAs), and the requirements of

12 USC 1820(d).}” The OCC examines federal branches and agencies pursuant to the
authority conferred by 12 USC 3105(c)(1)(C). 12 USC 481 (national banks) and

12 USC 1464(d)(1)(B) (FSASs) authorize OCC examiners to make a thorough examination of
a bank, which includes prompt and unrestricted access to a bank’s officers, directors, and
employees as well as to a bank’s books, records, or documents of any type. Refer to
appendix B of this booklet for more information regarding examiners’ access to banks’ books
and records.

Banks must receive a full-scope, on-site examination every 12 or 18 months.*8 The required
full-scope, on-site examination frequency is known as the supervisory cycle. Refer to table 1
for the eligibility requirements for the 18-month supervisory cycle and to the “Full-Scope
Examinations” section of this booklet for the OCC’s definition of and requirements for the
required full-scope, on-site examination.

The statutory and regulatory requirements set the maximum supervisory cycle length and do
not limit the OCC’s authority to examine a bank as frequently as the OCC deems
appropriate.'® A potential or actual adverse change in the bank’s condition or risk profile, a
change in bank control, or an OCC scheduling conflict are examples of when the OCC could
determine it would be appropriate to examine the bank more frequently. Before increasing
the frequency of examinations due to a scheduling conflict, supervisory offices should
consider how OCC resources can be used most efficiently and coordinate with the bank to
minimize burden.

17 Refer also to 12 USC 1467(h) (FSAs) and 12 USC 1468b (FSAS).

18 12 USC 1820(d) requires the OCC to conduct a full-scope, on-site examination of each insured depository
institution every 12 or 18 months. The OCC applies this statutory examination requirement to all types of banks
(federal branches and agencies excepted), regardless of FDIC-insured status, in 12 CFR 4.6. The frequency of
on-site examinations for federal branches and agencies is prescribed by 12 USC 3105(c) and 12 CFR 4.7.

12 CFR 4.6 and 4.7 were amended to implement section 210 of the Economic Growth, Regulatory Relief, and
Consumer Protection Act (Pub. L. 115-174). Refer to OCC Bulletin 2019-3, “Expanded Examination Cycle
Eligibility: Final Rule.”

19 Refer to 12 CFR 4.6(c) (national banks and FSAs, except federal branches and agencies) and 12 CFR 4.7(c)
(federal branches and agencies).
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Table 1: Extended Supervisory Cycle Requirements

Examination Authority and Full-Scope, On-Site Examination Requirement

National banks and FSAs
(12 USC 1820(d)(4) and 12 CFR 4.6)

Federal branches and agencies
(12 USC 3105(c)(1)(C) and 12 CFR 4.7)

To be eligible for an 18-month supervisory cycle, the
bank must meet all of the following criteria:

e The bank has less than $3 billion in total assets.

e The bank is well capitalized as defined in
12 CFR 6.

e At its most recent examination, the OCC
— assigned the bank a rating of 1 or 2 for

management under the CAMELS rating system.

— assigned the bank a composite rating of 1 or 2
under the CAMELS rating system.

e The bank is not subject to a formal enforcement
proceeding or order by the OCC, Federal Reserve
System, FDIC, or former OTS.

e No person acquired control of the bank during the
preceding 12-month period in which a full-scope,
on-site examination would have been required.

To be eligible for an 18-month supervisory cycle, the
federal branch or agency must meet all of the
following criteria:

e The federal branch or agency has less than
$3 billion in total assets.

e The federal branch or agency received a
composite ROCA supervisory rating of 1 or 2 at its
most recent examination.

e The foreign bank’s most recently reported capital
adequacy position consists of, or is equivalent to,
common equity tier 1, tier 1, and total risk-based
capital ratios that satisfy the definition of “well
capitalized” set forth at 12 CFR 6.4, on a
consolidated basis; or the branch or agency has
maintained on a daily basis, over the past three
quarters, eligible assets in an amount not less than
108 percent of the preceding quarter’s average
third-party liabilities (determined consistent with
applicable federal and state law), and sufficient
liquidity is currently available to meet its
obligations to third parties.

e The federal branch or agency is not subject to a
formal enforcement action or order by the OCC,
FDIC, or Federal Reserve Board.

e The federal branch or agency has not experienced
a change in control during the preceding 12-month
period in which a full-scope, on-site examination
would have been required.

In considering whether the federal branch or agency
meets these outlined criteria, the OCC may consider
the following factors:

o Any of the individual components of the ROCA
rating of the federal branch or agency is rated 3 or
worse.

e The results of any off-site supervision indicate a
deterioration in the condition of the federal branch
or agency.

e The size, relative importance, and role of a
particular office when reviewed in the context of
the foreign bank’s entire U.S. operations otherwise
necessitate an annual examination.

e The condition of the foreign bank gives rise to the
need for a 12-month examination cycle.
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De Novo Banks

Separate from the statutory examination requirement, the OCC performs a pre-opening
examination of proposed de novo banks at least 14 calendar days before the proposed
opening date. The OCC may decide on a case-by-case basis to waive the pre-opening
examination or perform an abbreviated pre-opening examination.

To meet the requirements of 12 USC 1820(d), the OCC must conduct a full-scope, on-site
examination within 12 months of a de novo bank’s opening. A de novo bank remains subject
to the 12-month supervisory cycle until it is no longer designated as a de novo? and meets
all statutory criteria for the 18-month supervisory cycle. The OCC also performs an on-site
interim examination within the first six months of a de novo bank’s opening and thereafter
between full-scope exams, until the bank is no longer designated as a de novo. Interim
examinations include assessing compliance with the supervisory conditions of the charter’s
approval, measuring progress in achieving the bank’s business plan, assessing the adequacy
of risk management processes, and following up on any corrective actions required in prior
formal written communications. As the bank matures, the interim examination may become
more streamlined and targeted toward areas of highest risk.

Refer to the “Charters” booklet of the Comptroller’s Licensing Manual.

Converted Banks

The OCC generally conducts a conversion examination before making a decision on an
institution’s application to convert to a federal charter. The purpose of the conversion
examination is for the OCC to obtain relevant information about the condition of the
institution and its qualifications to convert.

A converted bank generally must receive a full-scope, on-site examination within 12 months
from the date of its last full-scope examination by a federal banking agency, or the date of its
last examination by a state regulator, if the examination met Federal Financial Institutions
Examination Council (FFIEC) guidelines. The timing of the first full-scope examination may
be influenced by whether a conversion examination was performed,; if increased risks,
concerns, or weaknesses are identified; or if the converted bank is pursuing a nontraditional
strategy. This time period may be extended to 18 months if the converted bank meets the
criteria for an extension as outlined in 12 USC 1820(d) and 12 CFR 4.6.

Refer to the “Conversions to Federal Charter” booklet of the Comptroller’s Licensing
Manual.

20 The de novo designation and supervisory conditions remain in place for as long as the OCC deems necessary,
but in no case less than three years. Refer to the “Review of De Novo Status and Supervisory Conditions”
section of appendix C in the “Charters” booklet of the Comptroller’s Licensing Manual for more information.
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Service Providers

The OCC has the authority to examine functions or operations performed on behalf of a bank
by a third party.?* Service providers are examined on a 24-, 36-, or 48-month cycle based on
the Examination Priority Ranking Program described in the “Supervision of Technology
Service Providers” booklet of the FFIEC Information Technology (IT) Examination
Handbook. Additionally, at least one interim review is required between regularly scheduled
e