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MEMORANDUM FOR: CHIEF EXECUTIVE OFFICERS 

 

FROM: Thomas A. Barnes, Deputy Director 

 Examinations, Supervision and Consumer Protection 

 

SUBJECT: Risk Assessment Summary in the Thrift Report of Examination 

 

 

The Office of Thrift Supervision (OTS) is enhancing the thrift Report of Examination (ROE) by 

adding a new page summarizing examination conclusions related to an institution’s risk 

management practices.   

In 2006, the OTS developed a risk matrix and assessment tool for large and complex institutions 

in its conglomerate program.  This tool provided a consistent reporting method to document the 

quantity of risk, quality of risk management, aggregate risk and direction of risk.  The risk matrix 

and instructions for its usage were incorporated in the March 2009 revision of the Holding 

Company Handbook Section 200 Administration Appendix B Continuous Supervision.  Utilizing 

this experience and drawing from best practices, OTS is now extending similar procedures to 

thrift examinations.   

Use of a defined risk assessment matrix and summary provides: 

 A consistent means to record examiner judgment in support of the risk-focused 

examination approach; 

 Sharper evaluation of risks through separate assessment of inherent risks and risk 

management processes; 

 A forward looking means to indicate the direction of individual institutions’ risk; 

 Greater emphasis on early identification of emerging risks and system-wide issues that 

necessitate horizontal reviews or additional risk analysis and monitoring; 

 Standard documentation of risk elements, direction and management techniques; and 

 Greater consistency with other banking regulatory agencies. 

 

Thomas A. Barnes 
Deputy Director, Examinations, Supervision, and Consumer Protection  
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Effective November 1, 2010, all OTS comprehensive thrift ROEs will have a new Risk 

Assessment Summary (RAS) page that will include a risk assessment summary matrix (copy 

attached).   

OTS will continue to assign a CAMELS rating.  The RAS and the uniform interagency rating 

systems are distinct yet closely related evaluation methods used during the supervisory 

process.  Both provide information about an institution’s: 

 Overall soundness.  

 Financial and operational weaknesses or adverse trends.  

 Problems or deteriorating conditions.  

 Risk management practices.  

Because of these commonalities, the RAS and the rating system can and do affect one another.  

The use of both methods provides an important verification of supervisory findings and planned 

activities. 

OTS also takes this opportunity to re-emphasize the importance of sound risk management 

practices for financial institutions’ boards of directors and management and to encourage 

institutions to have a robust risk management and monitoring system.   
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Risk Assessment Summary 
 
OTS has defined eight risk categories for bank supervision purposes: Credit, Interest Rate, Liquidity, Price, Operational, Compliance, 
Strategic, and Reputation.  OTS assesses the quantity of risk, quality of risk management, aggregate level of risk, and the direction of risk 
for each risk category.  Quantity of risk represents the level or volume of risk that currently exists and is assessed as low, moderate or 
high.  Quality of risk management is how well risks are identified, measured, controlled, and monitored and is assessed as strong, 
satisfactory or weak.  Aggregate risk is a summary judgment reflecting the level of supervisory concern considering both the quantity of 
risk and the quality of risk management and is assessed as high, moderate or low.  Direction of risk indicates likely changes to the risk 
profile of each risk category over the next twelve months and is assessed as increasing, stable or decreasing. 

 

RISK PROFILE 

Risk Category 
Quantity of Risk 

(Low, Moderate, 
High) 

Quality of Risk 
Management 

(Weak, Satisfactory, 
Strong) 

Aggregate Level of 
Risk 

(Low, Moderate, 
High) 

Direction of Risk 

(Increasing, Stable, 
Decreasing) 

Credit     

Interest Rate     

Liquidity     

Price     

Operational     

Compliance     

Strategic     

Reputation     

NOTE: Risk assessments indicated in bold or italic type reflect a change since the last assessment. 

 

Narrative Discussions: 

Credit Risk 

Interest Rate Risk 

Liquidity Risk 

Price Risk 

Operational Risk 

Compliance Risk 

Strategic Risk 

Reputation Risk 
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