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institution’s quarterly certified state-
ment invoice for the calendar quarter
in which the emergency special assess-
ment was imposed.

[74 FR 9341, Mar. 3, 2009]

§327.16 Assessment pricing methods—
beginning the first assessment pe-
riod after June 30, 2016, where the
reserve ratio of the DIF as of the
end of the prior assessment period
has reached or exceeded 1.15 per-
cent.

Subject to the modifications de-
scribed in §327.17, the following pricing
methods shall apply beginning in the
first assessment period after June 30,
2016, where the reserve ratio of the DIF
as of the end of the prior assessment
period has reached or exceeded 1.15 per-
cent, and for all subsequent assessment
periods.

(a) Established small institutions. Be-
ginning the first assessment period
after June 30, 2016, where the reserve
ratio of the DIF as of the end of the
prior assessment period has reached or
exceeded 1.15 percent, and for all subse-
quent assessment periods, an estab-
lished small institution shall have its
initial base assessment rate deter-
mined by using the financial ratios
methods set forth in paragraph (a)(1) of
this section.

(1) Under the financial ratios method,
each of seven financial ratios and a
weighted average of CAMELS compo-
nent ratings will be multiplied by a
corresponding pricing multiplier. The
sum of these products will be added to
a uniform amount. The resulting sum
shall equal the institution’s initial
base assessment rate; provided, how-
ever, that no institution’s initial base
assessment rate shall be less than the
minimum initial base assessment rate
in effect for established small institu-
tions with a particular CAMELS com-
posite rating for that assessment pe-
riod nor greater than the maximum
initial base assessment rate in effect
for established small institutions with
a particular CAMELS composite rating
for that assessment period. An institu-
tion’s initial base assessment rate, sub-
ject to adjustment pursuant to para-
graphs (e)(1) and (2) of this section, as
appropriate (resulting in the institu-
tion’s total base assessment rate,
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which in no case can be lower than 50
percent of the institution’s initial base
assessment rate), and adjusted for the
actual assessment rates set by the
Board under §327.10(f), will equal an in-
stitution’s assessment rate. The seven
financial ratios are: Leverage Ratio
(%); Net Income before Taxes/Total As-
sets (%); Nonperforming Loans and
Leases/Gross Assets (%); Other Real
Estate Owned/Gross Assets (%); Bro-
kered Deposit Ratio (%); One Year
Asset Growth (%); and Loan Mix Index.
The ratios and the weighted average of
CAMELS component ratings are de-
fined in paragraph (a)(1)(ii) of this sec-
tion. The ratios will be determined for
an assessment period based upon infor-
mation contained in an institution’s
report of condition filed as of the last
day of the assessment period as set out
in paragraph (a)(2) of this section. The
weighted average of CAMELS compo-
nent ratings is created by multiplying
each component by the following per-
centages and adding the products: Cap-
ital adequacy—25%, Asset quality—
20%, Management—25%, Earnings—
10%, Liquidity—10%, and Sensitivity to
market risk—10%. The following tables
set forth the values of the pricing mul-
tipliers:

PRICING MULTIPLIERS APPLICABLE BEGINNING
THE FIRST ASSESSMENT PERIOD AFTER JUNE
30, 2016, WHERE THE RESERVE RATIO AS OF
THE END OF THE PRIOR ASSESSMENT PERIOD
HAS REACHED 1.15 PERCENT, AND FOR ALL
SUBSEQUENT ASSESSMENT PERIODS WHERE
THE RESERVE RATIO AS OF THE END OF THE
PRIOR ASSESSMENT PERIOD IS LESS THAN 2
PERCENT

Risk measures muFI’trilgllir;grs 2
Leverage ratio .........cccevveeeneiieiencceeeeeeene —1.264
Net Income before Taxes/Total Assets ......... -0.720
Nonperforming Loans and Leases/Gross As-

SEtS i 0.942
Other Real Estate Owned/Gross Assets .. 0.533
Brokered Deposit Ratio 0.264
One Year Asset Growth .. 0.061
Loan Mix Index ....... 0.081
Weighted Average

Rating ..... 1.519

1Ratios are expressed as percentages.
2Multipliers are rounded to three decimal places.
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PRICING MULTIPLIERS APPLICABLE WHEN THE

RESERVE RATIO AS OF THE END OF THE
PRIOR ASSESSMENT PERIOD IS EQUAL TO OR
GREATER THAN 2 PERCENT BUT LESS THAN

§327.16

PRICING MULTIPLIERS APPLICABLE WHEN THE

RESERVE RATIO AS OF THE END OF THE
PRIOR ASSESSMENT PERIOD IS GREATER
THAN OR EQUAL TO 2.5 PERCENT—Contin-

2.5 PERCENT ued
. Pricin . Pricing
Risk measures ' multipliegrs? Risk measures ! multipliers 2

Leverage Ratio —1.217 Weighted Average CAMELS Component
Net Income before Taxes/Total Assets ......... —0.694 Rating ..... 1.350
Nonperforming Loans and Leases/Gross As- 1Ratios are expressed as percentages.

sets 0.907 2Multipliers are rounded to three decimal places.
Other Real Estate Owned/Gross Assets 0.513 . .
Brokered Deposit Ratio .. 0.254 (1) Uniform amount. Except as ad-
One Year Asset Growth . 0059 justed for the actual assessment rates
Loan Mix Index 0078 set by the Board under §327.10(f), the
Weighted Average CAMELS Component uniform amount shall be:

Rating ..... 1.463 y

9 (A) 7.352 whenever the assessment

1Ratios are expressed as percentages.
2Multipliers are rounded to three decimal places.

PRICING MULTIPLIERS APPLICABLE WHEN THE
RESERVE RATIO AS OF THE END OF THE
PRIOR ASSESSMENT PERIOD IS GREATER
THAN OR EQUAL TO 2.5 PERCENT

rate schedule set forth in §327.10(a) is
in effect;

(B) 9.352 whenever the assessment
rate schedule set forth in §327.10(b) is
in effect;

(C) 6.188 whenever the assessment
rate schedule set forth in §327.10(c) is

Risk measures !

Pricing in effect; or

Leverage Ratio

Net Income before Taxes/Total Assets .........
Nonperforming Loans and Leases/Gross As-

SetS .o
Other Real Estate Owned/Gross Assets

Brokered Deposit Ratio ..
One Year Asset Growth .

Loan Mix Index .........ccccceveueinnnes

................... 0.072

multipliers (D) 4.870 whenever the assessment
_1123 rate schedule set forth in §327.10(d) is
-0640 1in effect.
(ii) Definitions of measures used in the
"""""""""""" g'igz financial ratios method—(A) Definitions.

0235 The following table lists and defines
0054 the measures used in the financial ra-
tios method:

DEFINITIONS OF MEASURES USED IN THE FINANCIAL RATIOS METHOD

Variables

Description

Leverage Ratio (%) .......cccceuenee

Net Income before Taxes/Total
Assets (%).

Nonperforming Loans and
Leases/Gross Assets (%).

Other Real Estate Owned/
Gross Assets (%).
Brokered Deposit Ratio ............

Weighted Average of C, A, M,
E, L, and S Component Rat-
ings.

Loan Mix Index ........ccoceevvurunnene

One-Year Asset Growth (%) ....

Tier 1 capital divided by adjusted average assets. (Numerator and denominator are both
based on the definition for prompt corrective action.)

Income (before applicable income taxes and discontinued operations) for the most recent
twelve months divided by total assets.!

Sum of total loans and lease financing receivables past due 90 or more days and still accruing
interest and total nonaccrual loans and lease financing receivables (excluding, in both
cases, the maximum amount recoverable from the U.S. Government, its agencies or govern-
ment-sponsored enterprises, under guarantee or insurance provisions) divided by gross as-
sets.2

Other real estate owned divided by gross assets.2

The ratio of the difference between brokered deposits and 10 percent of total assets to total
assets. For institutions that are well capitalized and have a CAMELS composite rating of 1
or 2, brokered reciprocal deposits as defined in §327.8(q) are deducted from brokered de-
posits. If the ratio is less than zero, the value is set to zero.

The weighted sum of the “C,” “A,” “M,” “E”, “L”, and “S” CAMELS components, with weights
of 25 percent each for the “C” and “M” components, 20 percent for the “A” component, and
10 percent each for the “E”, “L”, and “S” components.

A measure of credit risk described paragraph (a)(1)(ii)(B) of this section.

Growth in assets (adjusted for mergers3) over the previous year in excess of 10 percent.# If
growth is less than 10 percent, the value is set to zero.

1The ratio of Net Income before Taxes to Total Assets is bounded below by (and cannot be less than) —25 percent and is
bounded above by (and cannot exceed) 3 percent.
2Gross assets are total assets plus the allowance for loan and lease financing receivable losses (ALLL) or allowance for credit

losses, as applicable.

3Growth in assets is also adjusted for acquisitions of failed banks.
4The maximum value of the Asset Growth measure is 230 percent; that is, asset growth (merger adjusted) over the previous
year in excess of 240 percent (230 percentage points in excess of the 10 percent threshold) will not further increase a bank’s as-

sessment rate.
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(B) Definition of loan mix index. The
Loan Mix Index assigns loans in an in-
stitution’s loan portfolio to the cat-
egories of loans described in the fol-
lowing table. The Loan Mix Index is
calculated by multiplying the ratio of
an institution’s amount of loans in a
particular loan category to its total as-
sets by the associated weighted aver-
age charge-off rate for that loan cat-
egory, and summing the products for
all loan categories. The table gives the
weighted average charge-off rate for
each category of loan. The Loan Mix
Index excludes credit card loans.

LOAN MiX INDEX CATEGORIES AND WEIGHTED
CHARGE-OFF RATE PERCENTAGES

Weighted
charge-off
rate

(percent)
Construction & Development ... 4.4965840
Commercial & Industrial . 1.5984506
Leases ......ccceounueuen 1.4974551
Other Consumer ..... 1.4559717
Real Estate Loans Residual 1.0169338
Multifamily Residential .... 0.8847597
Nonfarm Nonresidential .. 0.7286274
1-4 Family Residential ... 0.6973778
Loans to Depository Banks 0.5760532
Agricultural Real Estate .. 0.2376712
Agriculture 0.2432737

(iii) Implementation of CAMELS rating
changes—(A) Composite rating change. If,
during an assessment period, a CAM-
ELS composite rating change occurs in
a way that changes the institution’s
initial base assessment rate, then the
institution’s initial base assessment
rate for the portion of the assessment
period prior to the change shall be de-
termined using the assessment sched-
ule for the appropriate CAMELS com-
posite rating in effect before the
change, including any minimum or
maximum initial base assessment
rates, and subject to adjustment pursu-
ant to paragraphs (e)(1) and (2) of this
section, as appropriate, and adjusted
for actual assessment rates set by the
Board under §327.10(f). For the portion
of the assessment period after the
CAMELS composite rating change, the
institution’s initial base assessment
rate shall be determined using the as-
sessment schedule for the applicable
CAMELS composite rating in effect,
including any minimum or maximum
initial base assessment rates, and sub-
ject to adjustment pursuant to para-

12 CFR Ch. lll (1-1-23 Edition)

graphs (e)(1) and (2) of this section, as
appropriate, and adjusted for actual as-
sessment rates set by the Board under
§327.10(%).

(B) Component ratings changes. If, dur-
ing an assessment period, a CAMELS
component rating change occurs in a
way that changes the institution’s ini-
tial base assessment rate, the initial
base assessment rate for the period be-
fore the change shall be determined
under the financial ratios method
using the CAMELS component ratings
in effect before the change, subject to
adjustment under paragraphs (e)(1) and
(2) of this section, as appropriate. Be-
ginning on the date of the CAMELS
component rating change, the initial
base assessment rate for the remainder
of the assessment period shall be deter-
mined under the financial ratios meth-
od using the CAMELS component rat-
ings in effect after the change, again
subject to adjustment under para-
graphs (e)(1) and (2) of this section, as
appropriate.

(iv) No CAMELS composite rating or no
CAMELS component ratings—(A) No
CAMELS composite rating. If, during an
assessment period, an institution has
no CAMELS composite rating, its ini-
tial assessment rate will be 2 basis
points above the minimum initial as-
sessment rate for established small in-
stitutions until it receives a CAMELS
composite rating.

(B) No CAMELS component ratings. If,
during an assessment period, an insti-
tution has a CAMELS composite rating
but no CAMELS component ratings,
the initial base assessment rate for
that institution shall be determined
under the financial ratios method
using the CAMELS composite rating
for its weighted average CAMELS com-
ponent rating and, if the institution
has not yet filed four quarterly reports
of condition, by annualizing, where ap-
propriate, financial ratios obtained
from all quarterly reports of condition
that have been filed.

(2) Applicable quarterly reports of con-
dition. The financial ratios used to de-
termine the assessment rate for an es-
tablished small institution shall be
based upon information contained in
an institution’s Consolidated Reports
of Condition and Income (or successor
report, as appropriate) dated as of
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March 31 for the assessment period be-
ginning the preceding January 1; dated
as of June 30 for the assessment period
beginning the preceding April 1; dated
as of September 30 for the assessment
period beginning the preceding July 1;
and dated as of December 31 for the as-
sessment period beginning the pre-
ceding October 1.

§327.16

(b) Large and highly complex institu-
tions—(1) Assessment scorecard for large
institutions (other than highly complex
institutions). (i) A large institution
other than a highly complex institu-
tion shall have its initial base assess-
ment rate determined using the score-
card for large institutions.

SCORECARD FOR LARGE INSTITUTIONS

Measure C?]renrﬁ)to-
Scorecard measures and components weights weights
(percent) (percent)
Performance Score.
Weighted Average CAMELS Rating ..........ccococvmiiiiiiiiiiininiccccccseiecc e 100 30
Ability to Withstand Asset-Related Stress . 50
Leverage ratio ... 10
Concentration Measure ........ 35
Core Earnings/Average Quarter-End Total Assets ™ ... 20
Credit Quality Measure ......... 35
P3 s Ability to Withstand Funding-Related Stress . 20
Core Deposits/Total Liabilities 60
Balance Sheet Liquidity Ratio 40
Lo Loss Severity Score.
L1 s Loss Severity MEASUIE ...........ccciiiiiiiiiiiii s 100

1 Average of five quarter-end total assets (most recent and four prior quarters).

(ii) The scorecard for large institu-
tions produces two scores: Performance
score and loss severity score.

(A) Performance score for large institu-
tions. The performance score for large
institutions is a weighted average of
the scores for three measures: The
weighted average CAMELS rating
score, weighted at 30 percent; the abil-
ity to withstand asset-related stress
score, weighted at 50 percent; and the
ability to withstand funding-related
stress score, weighted at 20 percent.

(1) Weighted average CAMELS rating
score. (i) To compute the weighted aver-
age CAMELS rating score, a weighted
average of an institution’s CAMELS
component ratings is calculated using
the following weights:

Weight
(%)
25
20
25
10
10
10

CAMELS component

nrmz>r» 0

(i1) A weighted average CAMELS rat-
ing converts to a score that ranges
from 25 to 100. A weighted average rat-
ing of 1 equals a score of 26 and a

weighted average of 3.5 or greater
equals a score of 100. Weighted average
CAMELS ratings between 1 and 3.5 are
assigned a score between 25 and 100.
The score increases at an increasing
rate as the weighted average CAMELS
rating increases. Appendix B of this
subpart describes the conversion of a
weighted average CAMELS rating to a
score.

(2) Ability to withstand asset-related
stress score. (i) The ability to withstand
asset-related stress score is a weighted
average of the scores for four measures:
Leverage ratio; concentration measure;
the ratio of core earnings to average
quarter-end total assets; and the credit
quality measure. Appendices A and C of
this subpart define these measures.

(i1) The Leverage ratio and the ratio
of core earnings to average quarter-end
total assets are described in appendix A
and the method of calculating the
scores is described in appendix C of this
subpart.

(7ii) The score for the concentration
measure is the greater of the higher-
risk assets to Tier 1 capital and re-
serves score or the growth-adjusted
portfolio concentrations score. Both
ratios are described in appendix C of
this subpart.
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(iv) The score for the credit quality
measure is the greater of the criticized
and classified items to Tier 1 capital
and reserves score or the underper-
forming assets to Tier 1 capital and re-
serves score.

(v) The following table shows the cut-
off values and weights for the measures
used to calculate the ability to with-

12 CFR Ch. lll (1-1-23 Edition)

stand asset-related stress score. Appen-
dix B of this subpart describes how
each measure is converted to a score
between 0 and 100 based upon the min-
imum and maximum cutoff values,
where a score of 0 reflects the lowest
risk and a score of 100 reflects the high-
est risk.

CUTOFF VALUES AND WEIGHTS FOR MEASURES TO CALCULATE ABILITY TO WITHSTAND ASSET-
RELATED STRESS SCORE

Cutoff values
Measures of the ability to withstand asset-related st — . Weights
y to withstand asset-related stress Minimum Maximum (percent)
(percent) (percent)
Leverage ratio ...... 6 13 10
Concentration Measure ............ s | s | s 35
Higher-Risk Assets to Tier 1 Capital and Reserves; or ..........cccceeveenne 0 135
Growth-Adjusted Portfolio Concentrations ....... 4 56
Core Earnings/Average Quarter-End Total Assets ! .........ccceciiiiiciiniccninnne. 0 2 20
Credit Quality Measure ............. reerrerenrnene | et | e 35
Criticized and Classified Items/Tier 1 Capital and Reserves; or . 7 100
Underperforming Assets/Tier 1 Capital and Reserves 2 35

1 Average of five quarter-end total assets (most recent and four prior quarters).

(vi) The score for each measure in the
table in paragraph (b)(1)(ii)(A)(2)(v) of
this section is multiplied by its respec-
tive weight and the resulting weighted
score is summed to arrive at the score
for an ability to withstand asset-re-
lated stress, which can range from 0 to
100, where a score of 0 reflects the low-
est risk and a score of 100 reflects the
highest risk.

(3) Ability to withstand funding-related
stress score. Two measures are used to
compute the ability to withstand fund-
ing-related stress score: A core deposits
to total liabilities ratio, and a balance

sheet liquidity ratio. Appendix A of
this subpart describes these measures.
Appendix B of this subpart describes
how these measures are converted to a
score between 0 and 100, where a score
of 0 reflects the lowest risk and a score
of 100 reflects the highest risk. The
ability to withstand funding-related
stress score is the weighted average of
the scores for the two measures. In the
following table, cutoff values and
weights are used to derive an institu-
tion’s ability to withstand funding-re-
lated stress score:

CUTOFF VALUES AND WEIGHTS TO CALCULATE ABILITY TO WITHSTAND FUNDING-RELATED STRESS

SCORE
Cutoff values
" . ) Weights
Measures of the ability to withstand funding-related stress Minimum Maximum (percent)
(percent) (percent)
Core Deposits/Total Liabilities . 5 87 60
Balance Sheet Liquidity Ratio . 7 243 40

(4) Calculation of performance score. In
paragraph (b)(1)(ii)(A)(3) of this sec-
tion, the scores for the weighted aver-
age CAMELS rating, the ability to
withstand asset-related stress, and the
ability to withstand funding-related
stress are multiplied by their respec-
tive weights (30 percent, 50 percent and

20 percent, respectively) and the re-
sults are summed to arrive at the per-
formance score. The performance score
cannot be less than 0 or more than 100,
where a score of 0 reflects the lowest
risk and a score of 100 reflects the high-
est risk.
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(B) Loss severity score. The loss sever-
ity score is based on a loss severity
measure that is described in appendix
D of this subpart. Appendix B of this
subpart also describes how the loss se-
verity measure is converted to a score

§327.16

between 0 and 100. The loss severity
score cannot be less than 0 or more
than 100, where a score of 0 reflects the
lowest risk and a score of 100 reflects
the highest risk. Cutoff values for the
loss severity measure are:

CUTOFF VALUES TO CALCULATE LOSS SEVERITY SCORE

Measure of loss severity

Cutoff values

Minimum Maximum
(percent) (percent)
Loss Severity 0 28

(C) Total score. (1) The performance
and loss severity scores are combined
to produce a total score. The loss se-
verity score is converted into a loss se-
verity factor that ranges from 0.8
(score of 5 or lower) to 1.2 (score of 85
or higher). Scores at or below the min-
imum cutoff of 5 receive a loss severity
factor of 0.8, and scores at or above the
maximum cutoff of 85 receive a loss se-
verity factor of 1.2. The following lin-
ear interpolation converts loss severity
scores between the cutoffs into a loss
severity factor:

(Loss Severity Factor = 0.8 + [0.005 *
(Loss Severity Score — 5)]

(2) The performance score is multi-
plied by the loss severity factor to
produce a total score (total score = per-

o .| Score
Rate = Minimum Rate +| | | 1.4245 ';\:] e

Where:

Rate is the initial base assessment rate (ex-
pressed in basis points);

Maximum Rate is the maximum initial base
assessment rate then in effect (expressed
in basis points); and

Minimum Rate is the minimum initial base
assessment rate then in effect (expressed
in basis points). Initial base assessment
rates are subject to adjustment pursuant
to paragraphs (b)(3) and (e)(1) and (2) of
this section; large institutions that are
not well capitalized or have a CAMELS
composite rating of 3, 4 or 5 shall be sub-

o |

formance score * loss severity factor).
The total score can be up to 20 percent
higher or lower than the performance
score but cannot be less than 30 or
more than 90. The total score is subject
to adjustment, up or down, by a max-
imum of 15 points, as set forth in para-
graph (b)(3) of this section. The result-
ing total score after adjustment cannot
be less than 30 or more than 90.

(D) Initial base assessment rate. A large
institution with a total score of 30 pays
the minimum initial base assessment
rate and an institution with a total
score of 90 pays the maximum initial
base assessment rate. For total scores
between 30 and 90, initial base assess-
ment rates rise at an increasing rate as
the total score increases, calculated
according to the following formula:

~ L0385 |= I:,U{n'm:um Rate — Minimum Rate)

¢

ject to the adjustment at paragraph (e)(3)
of this section; these adjustments shall
result in the institution’s total base as-
sessment rate, which in no case can be
lower than 50 percent of the institution’s
initial base assessment rate.

(2) Assessment scorecard for highly com-
plex institutions. (i) A highly complex
institution shall have its initial base
assessment rate determined using the
scorecard for highly complex institu-
tions.
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SCORECARD FOR HIGHLY COMPLEX INSTITUTIONS

Measure Cgrgfﬂo-
Measures and components weights weights
(percent) (percent)
Performance Score.
Weighted Average CAMELS Rating ...........ccocooiiiiiiiiiiiccccce 100 30
Ability To Withstand Asset-Related Stress . 50
Leverage ratio ... 10
Concentration Measure ........ 35
Core Earnings/Average Quarter-End Total Assets .. 20
Credit Quality Measure and Market Risk Measure .. 35
P3 s Ability To Withstand Funding-Related Stress . 20
Core Deposits/Total Liabilities 50
Balance Sheet Liquidity Ratio 30
Average Short-Term Funding/Average Total Assets 20
Lo Loss Severity Score.
LA e LOSS SEVETIY ....vcuieiuirteiiteiete ettt a et ee ettt eb e 100

(ii) The scorecard for highly complex
institutions produces two scores: Per-
formance and loss severity.

(A) Performance score for highly
complex institutions. The performance
score for highly complex institutions is
the weighted average of the scores for
three components: Weighted average
CAMELS rating, weighted at 30 per-
cent; ability to withstand asset-related
stress score, weighted at 50 percent;
and ability to withstand funding-re-
lated stress score, weighted at 20 per-
cent.

(1) Weighted average CAMELS rating
score. (i) To compute the score for the
weighted average CAMELS rating, a
weighted average of an institution’s
CAMELS component ratings is cal-
culated using the following weights:

CAMELS component V\I(‘?,/[’%ht
C 25
A 20
M 25
E 10
L 10
S 10

(i1) A weighted average CAMELS rat-
ing converts to a score that ranges
from 25 to 100. A weighted average rat-
ing of 1 equals a score of 26 and a
weighted average of 3.5 or greater
equals a score of 100. Weighted average
CAMELS ratings between 1 and 3.5 are
assigned a score between 25 and 100.
The score increases at an increasing
rate as the weighted average CAMELS
rating increases. Appendix B of this
subpart describes the conversion of a

weighted average CAMELS rating to a
score.

(2) Ability to withstand asset-related
stress score. (i) The ability to withstand
asset-related stress score is a weighted
average of the scores for four measures:
Leverage ratio; concentration measure;
ratio of core earnings to average quar-
ter-end total assets; credit quality
measure and market risk measure. Ap-
pendix A of this subpart describes these
measures.

(ii1) The Leverage ratio and the ratio
of core earnings to average quarter-end
total assets are described in appendix A
of this subpart and the method of cal-
culating the scores is described in ap-
pendix B of this subpart.

(i1i) The score for the concentration
measure for highly complex institu-
tions is the greatest of the higher-risk
assets to the sum of Tier 1 capital and
reserves score, the top 20 counterparty
exposure to the sum of Tier 1 capital
and reserves score, or the largest
counterparty exposure to the sum of
Tier 1 capital and reserves score. Each
ratio is described in appendix A of this
subpart. The method used to convert
the concentration measure into a score
is described in appendix C of this sub-
part.

(iv) The credit quality score is the
greater of the criticized and classified
items to Tier 1 capital and reserves
score or the underperforming assets to
Tier 1 capital and reserves score. The
market risk score is the weighted aver-
age of three scores—the trading rev-
enue volatility to Tier 1 capital score,
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the market risk capital to Tier 1 cap-
ital score, and the level 3 trading as-
sets to Tier 1 capital score. All of these
ratios are described in appendix A of
this subpart and the method of calcu-
lating the scores is described in appen-
dix B of this subpart. Each score is
multiplied by its respective weight,
and the resulting weighted score is
summed to compute the score for the
market risk measure. An overall
weight of 35 percent is allocated be-
tween the scores for the credit quality
measure and market risk measure. The

§327.16

allocation depends on the ratio of aver-
age trading assets to the sum of aver-
age securities, loans and trading assets
(trading asset ratio) as follows:

(v) Weight for credit quality score =
36 percent * (1-trading asset ratio);
and,

(vi) Weight for market risk score = 35
percent * trading asset ratio.

(vii) Each of the measures used to
calculate the ability to withstand
asset-related stress score is assigned
the following cutoff wvalues and
weights:

CUTOFF VALUES AND WEIGHTS FOR MEASURES TO CALCULATE THE ABILITY TO WITHSTAND ASSET-
RELATED STRESS SCORE

Cutoff values ;
Measures of the ability to withstand asset-related stress . . Mrﬁg;%turrleszk Weights
Minimum Maximum (percent) (percent)
(percent) (percent)
Leverage ratio .............. 6 13| 10.
Concentration Measure .. rerrerenee | e | e | e 35.
Higher Risk Assets/Tier 1 Capital and Reserves; ........ 0 135
Top 20 Counterparty Exposure/Tier 1 Capital and Re- 0 125
serves; or.
Largest Counterparty Exposure/Tier 1 Capital and Re- 0 20
serves.
Core Earnings/Average Quarter-end Total Assets .. 0 2 | s 20.
Credit Quality Measure ! ............cccocooiiniciccciicinneees | v | v | e 35* (1 —Trading Asset
Ratio).
Criticized and Classified ltems to Tier 1 Capital and 7 100
Reserves; or.
Underperforming Assets/Tier 1 Capital and Reserves 2 35
Market Risk Measure ! | e | e | 35" Trading Asset
Ratio.
Trading Revenue Volatility/Tier 1 Capital .. 0 2 60
Market Risk Capital/Tier 1 Capital .... 0 10 20
Level 3 Trading Assets/Tier 1 Capital ... 0 35 20

1 Combined, the credit quality measure and the market risk measure are assigned a 35 percent weight. The relative weight of
each of the two scores depends on the ratio of average trading assets to the sum of average securities, loans and trading assets

(trading asset ratio).

(viii) [Reserved]

(ix) The score of each measure is mul-
tiplied by its respective weight and the
resulting weighted score is summed to
compute the ability to withstand asset-
related stress score, which can range
from 0 to 100, where a score of 0 reflects
the lowest risk and a score of 100 re-
flects the highest risk.

(3) Ability to withstand funding related
stress score. Three measures are used to
calculate the score for the ability to
withstand funding-related stress: A
core deposits to total liabilities ratio,

a balance sheet liquidity ratio, and av-
erage short-term funding to average
total assets ratio. Appendix A of this
subpart describes these ratios. Appen-
dix B of this subpart describes how
each measure is converted to a score.
The ability to withstand funding-re-
lated stress score is the weighted aver-
age of the scores for the three meas-
ures. In the following table, cutoff val-
ues and weights are used to derive an
institution’s ability to withstand fund-
ing-related stress score:
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CUTOFF VALUES AND WEIGHTS TO CALCULATE ABILITY TO WITHSTAND FUNDING-RELATED STRESS

MEASURES
Cutoff values
- . . Weights
Measures of the ability to withstand funding-related stress Minimum Maximum (percent)
(percent) (percent)

Core Deposits/Total Liabilities . 5 87 50
Balance Sheet Liquidity Ratio . 7 243 30
Average Short-term Funding/Average Total ASSEtS .........cccoeorerirericicnnienenes 2 19 20

(4) Calculation of performance score.
The weighted average CAMELS score,
the ability to withstand asset-related
stress score, and the ability to with-
stand funding-related stress score are
multiplied by their respective weights
(30 percent, 50 percent and 20 percent,
respectively) and the results are
summed to arrive at the performance

score, which cannot be less than 0 or
more than 100.

(B) Loss severity score. The loss sever-
ity score is based on a loss severity
measure described in appendix D of this
subpart. Appendix B of this subpart
also describes how the loss severity
measure is converted to a score be-
tween 0 and 100. Cutoff values for the
loss severity measure are:

CUTOFF VALUES FOR LOSS SEVERITY MEASURE

Measure of loss severity

Cutoff values

Minimum Maximum
(percent) (percent)
Loss Severity 0 28

(C) Total score. The performance and
loss severity scores are combined to
produce a total score. The loss severity
score is converted into a loss severity
factor that ranges from 0.8 (score of 5
or lower) to 1.2 (score of 85 or higher).
Scores at or below the minimum cutoff
of 5 receive a loss severity factor of 0.8,
and scores at or above the maximum
cutoff of 85 receive a loss severity fac-
tor of 1.2. The following linear inter-
polation converts loss severity scores
between the cutoffs into a loss severity
factor: (Loss Severity Factor = 0.8 +
[0.005 * (Loss Severity Score — 5)]. The
performance score is multiplied by the
loss severity factor to produce a total
score (total score = performance score *
loss severity factor). The total score
can be up to 20 percent higher or lower

Score |

Rate = Minimum Rate + l i 1.4245 x] —— ‘ ’ ~0,0385
i L 1o )|

than the performance score but cannot
be less than 30 or more than 90. The
total score is subject to adjustment, up
or down, by a maximum of 15 points, as
set forth in paragraph (b)(3) of this sec-
tion. The resulting total score after ad-
justment cannot be less than 30 or
more than 90.

(D) Initial base assessment rate. A
highly complex institution with a total
score of 30 pays the minimum initial
base assessment rate and an institu-
tion with a total score of 90 pays the
maximum initial base assessment rate.
For total scores between 30 and 90, ini-
tial base assessment rates rise at an in-
creasing rate as the total score in-
creases, calculated according to the
following formula:

# Maximum Rate — Minimum Rate)
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Where:

Rate is the initial base assessment rate (ex-
pressed in basis points);

Maximum Rate is the maximum initial base
assessment rate then in effect (expressed
in basis points); and

Minimum Rate is the minimum initial base
assessment rate then in effect (expressed
in basis points). Initial base assessment
rates are subject to adjustment pursuant
to paragraphs (b)(3) and (e)(1) and (2) of
this section; highly complex institutions
that are not well capitalized or have a
CAMELS composite rating of 3, 4 or 5
shall be subject to the adjustment at
paragraph (e)(3) of this section; these ad-
justments shall result in the institu-
tion’s total base assessment rate, which
in no case can be lower than 50 percent of
the institution’s initial base assessment
rate.

(3) Adjustment to total score for large
institutions and highly complex institu-
tions. The total score for large institu-
tions and highly complex institutions
is subject to adjustment, up or down,
by a maximum of 15 points, based upon
significant risk factors that are not
adequately captured in the appropriate
scorecard. In making such adjust-
ments, the FDIC may consider such in-
formation as financial performance and
condition information and other mar-
ket or supervisory information. The
FDIC will also consult with an institu-
tion’s primary federal regulator and,
for state chartered institutions, state
banking supervisor.

(i) Prior notice of adjustments—(A)
Prior notice of upward adjustment. Prior
to making any upward adjustment to
an institution’s total score because of
considerations of additional risk infor-
mation, the FDIC will formally notify
the institution and its primary federal
regulator and provide an opportunity
to respond. This notification will in-
clude the reasons for the adjustment
and when the adjustment will take ef-
fect.

(B) Prior notice of downward adjust-
ment. Prior to making any downward
adjustment to an institution’s total
score because of considerations of addi-
tional risk information, the FDIC will
formally notify the institution’s pri-
mary federal regulator and provide an
opportunity to respond.

(ii) Determination whether to adjust
upward,; effective period of adjustment.
After considering an institution’s and

§327.16

the primary federal regulator’s re-
sponses to the notice, the FDIC will de-
termine whether the adjustment to an
institution’s total score is warranted,
taking into account any revisions to
scorecard measures, as well as any ac-
tions taken by the institution to ad-
dress the FDIC’s concerns described in
the notice. The FDIC will evaluate the
need for the adjustment each subse-
quent assessment period. Except as
provided in paragraph (b)(3)(iv) of this
section, the amount of adjustment can-
not exceed the proposed adjustment
amount contained in the initial notice
unless additional notice is provided so
that the primary federal regulator and
the institution may respond.

(iii) Determination whether to adjust
downward; effective period of adjustment.
After considering the primary federal
regulator’s responses to the notice, the
FDIC will determine whether the ad-
justment to total score is warranted,
taking into account any revisions to
scorecard measures. Any downward ad-
justment in an institution’s total score
will remain in effect for subsequent as-
sessment periods until the FDIC deter-
mines that an adjustment is no longer
warranted. Downward adjustments will
be made without notification to the in-
stitution. However, the FDIC will pro-
vide advance notice to an institution
and its primary federal regulator and
give them an opportunity to respond
before removing a downward adjust-
ment.

(iv) Adjustment without notice. Not-
withstanding the notice provisions set
forth in paragraph (b)(3) of this section,
the FDIC may change an institution’s
total score without advance notice, if
the institution’s supervisory ratings or
the scorecard measures deteriorate.

(¢) New small institutions—(1) Risk cat-
egories. Each new small institution
shall be assigned to one of the fol-
lowing four Risk Categories based upon
the institution’s capital evaluation and
supervisory evaluation as defined in
this section.

(i) Risk category I. New small institu-
tions in Supervisory Group A that are
Well Capitalized will be assigned to
Risk Category I.

(ii) Risk category II. New small insti-
tutions in Supervisory Group A that
are Adequately Capitalized, and new

479

11:10 Mar 09, 2023 Jkt 259039 PO 00000 Frm 00489 Fmt8010 Sfmt8010 Q:\12\12V5.TXT PC31



sfrattini on LAPJZKW1R2 with $$_JOB

VerDate Sep<11>2014

§327.16

small institutions in Supervisory
Group B that are either Well Capital-
ized or Adequately Capitalized will be
assigned to Risk Category II.

(iii) Risk category III. New small in-
stitutions in Supervisory Groups A and
B that are Undercapitalized, and new
small institutions in Supervisory
Group C that are Well Capitalized or
Adequately Capitalized will be assigned
to Risk Category III.

(iv) Risk category IV. New small insti-
tutions in Supervisory Group C that
are Undercapitalized will be assigned
to Risk Category IV.

(2) Capital evaluations. BEach new
small institution will receive one of
the following three capital evaluations
on the basis of data reported in the in-
stitution’s Consolidated Reports of
Condition and Income or Thrift Finan-
cial Report (or successor report, as ap-
propriate) dated as of the last day of
each assessment period: Well Capital-
ized, Adequately Capitalized, or Under-
capitalized as defined in §327.8(z) of
this chapter.

(38) Supervisory evaluations. Each new
small institution will be assigned to
one of three Supervisory Groups based
on the Corporation’s consideration of
supervisory evaluations provided by
the institution’s primary federal regu-
lator. The supervisory evaluations in-
clude the results of examination find-
ings by the primary federal regulator,
as well as other information that the
primary federal regulator determines
to be relevant. In addition, the Cor-
poration will take into consideration
such other information (such as state
examination findings, as appropriate)
as it determines to be relevant to the
institution’s financial condition and
the risk posed to the Deposit Insurance
Fund. The three Supervisory Groups
are:

(i) Supervisory group ‘““‘A.”” This Super-
visory Group consists of financially
sound institutions with only a few
minor weaknesses;

(ii) Supervisory group ‘‘B.”” This Su-
pervisory Group consists of institu-
tions that demonstrate weaknesses
which, if not corrected, could result in
significant deterioration of the institu-
tion and increased risk of loss to the
Deposit Insurance Fund; and

12 CFR Ch. lll (1-1-23 Edition)

(iii) Supervisory group ‘‘C.”” This Su-
pervisory Group consists of institu-
tions that pose a substantial prob-
ability of loss to the Deposit Insurance
Fund unless effective corrective action
is taken.

(4) Assessment method for new small in-
stitutions in risk category I—({) Maximum
initial base assessment rate for risk cat-
egory I mew small institutions. A new
small institution in Risk Category I
shall be assessed the maximum initial
base assessment rate for Risk Category
I small institutions in the relevant as-
sessment period.

(i1) New small institutions not subject to
certain adjustments. No new small insti-
tution in any risk category shall be
subject to the adjustment in paragraph
(e)(1) of this section.

(iii) Implementation of CAMELS rating
changes—(A) Changes between risk cat-
egories. If, during an assessment period,
a CAMELS composite rating change
occurs that results in a Risk Category
I institution moving from Risk Cat-
egory I to Risk Category II, III or IV,
the institution’s initial base assess-
ment rate for the portion of the assess-
ment period that it was in Risk Cat-
egory I shall be the maximum initial
base assessment rate for the relevant
assessment period, subject to adjust-
ment pursuant to paragraph (e)(2) of
this section, as appropriate, and ad-
justed for the actual assessment rates
set by the Board under §327.10(f). For
the portion of the assessment period
that the institution was not in Risk
Category I, the institution’s initial
base assessment rate, which shall be
subject to adjustment pursuant to
paragraphs (e)(2) and (3) of this section,
as appropriate, shall be determined
under the assessment schedule for the
appropriate Risk Category. If, during
an assessment period, a CAMELS com-
posite rating change occurs that re-
sults in an institution moving from
Risk Category II, III or IV to Risk Cat-
egory I, then the maximum initial base
assessment rate for new small institu-
tions in Risk Category I shall apply for
the portion of the assessment period
that it was in Risk Category I, subject
to adjustment pursuant to paragraph
(e)(2) of this section, as appropriate,
and adjusted for the actual assessment
rates set by the Board under §327.10(f).
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For the portion of the assessment pe-
riod that the institution was not in
Risk Category I, the institution’s ini-
tial base assessment rate, which shall
be subject to adjustment pursuant to
paragraphs (e)(2) and (3) of this section
shall be determined under the assess-
ment schedule for the appropriate Risk
Category.

(B) [Reserved]

(d) Insured branches of foreign banks—
(1) Risk categories for insured branches of
foreign banks. Insured branches of for-
eign banks shall be assigned to risk
categories as set forth in paragraph
(c)(1) of this section.

(2) Capital evaluations for insured
branches of foreign banks. Each insured
branch of a foreign bank will receive
one of the following three capital eval-
uations on the basis of data reported in
the institution’s Report of Assets and
Liabilities of U.S. Branches and Agen-
cies of Foreign Banks dated as of
March 31 for the assessment period be-
ginning the preceding January 1; dated
as of June 30 for the assessment period
beginning the preceding April 1; dated
as of September 30 for the assessment
period beginning the preceding July 1;
and dated as of December 31 for the as-
sessment period beginning the pre-
ceding October 1.

(1) Well Capitalized. An insured branch
of a foreign bank is Well Capitalized if
the insured branch:

(A) Maintains the pledge of assets re-
quired under §347.209 of this chapter;
and

(B) Maintains the eligible assets pre-
scribed under §347.210 of this chapter at
108 percent or more of the average book
value of the insured branch’s third-
party liabilities for the quarter ending
on the report date specified in para-
graph (d)(2) of this section.

(ii) Adequately Capitaliced. An insured
branch of a foreign bank is Adequately
Capitalized if the insured branch:

(A) Maintains the pledge of assets re-
quired under §347.209 of this chapter;
and

(B) Maintains the eligible assets pre-
scribed under §347.210 of this chapter at
106 percent or more of the average book
value of the insured branch’s third-
party liabilities for the quarter ending
on the report date specified in para-
graph (d)(2) of this section; and

§327.16

(C) Does not meet the definition of a
Well Capitalized insured branch of a
foreign bank.

(iii) Undercapitalized. An insured
branch of a foreign bank is under-
capitalized institution if it does not
qualify as either Well Capitalized or
Adequately Capitalized under para-
graphs (d)(2)(i) and (ii) of this section.

(3) Supervisory evaluations for insured
branches of foreign banks. Each insured
branch of a foreign bank will be as-
signed to one of three supervisory
groups as set forth in paragraph (c)(3)
of this section.

(4) Assessment method for insured
branches of foreign banks in risk category
I. Insured branches of foreign banks in
Risk Category I shall be assessed using
the weighted average ROCA component
rating.

(1) Weighted average ROCA component
rating. The weighted average ROCA
component rating shall equal the sum
of the products that result from multi-
plying ROCA component ratings by the
following percentages: Risk Manage-
ment—35%, Operational Controls—25%,
Compliance—25%, and Asset Quality—
15%. The weighted average ROCA rat-
ing will be multiplied by 5.076 (which
shall be the pricing multiplier). To this
result will be added a uniform amount.
The resulting sum—the initial base as-
sessment rate—will equal an institu-
tion’s total base assessment rate; pro-
vided, however, that no institution’s
total base assessment rate will be less
than the minimum total base assess-
ment rate in effect for Risk Category I
institutions for that assessment period
nor greater than the maximum total
base assessment rate in effect for Risk
Category I institutions for that assess-
ment period.

(i1) Uniform amount. Except as ad-
justed for the actual assessment rates
set by the Board under §327.10(f), the
uniform amount for all insured
branches of foreign banks shall be:

(A) —5.127 whenever the assessment
rate schedule set forth in §327.10(a) is
in effect;

(B) —38.127 whenever the assessment
rate schedule set forth in §327.10(b) is
in effect;

(C) —6.127 whenever the assessment
rate schedule set forth in §327.10(c) is
in effect; or
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(D) —17.127 whenever the assessment
rate schedule set forth in §327.10(d) is
in effect.

(iii) Insured branches of foreign banks
not subject to certain adjustments. No in-
sured branch of a foreign bank in any
risk category shall be subject to the
adjustments in paragraph (b)(3) or
(e)(1) or (3) of this section.

(iv) Implementation of changes between
risk categories for insured branches of for-
eign banks. If, during an assessment pe-
riod, a ROCA rating change occurs that
results in an insured branch of a for-
eign bank moving from Risk Category
I to Risk Category II, III or IV, the in-
stitution’s initial base assessment rate
for the portion of the assessment pe-
riod that it was in Risk Category I
shall be determined using the weighted
average ROCA component rating. For
the portion of the assessment period
that the institution was not in Risk
Category I, the institution’s initial
base assessment rate shall be deter-
mined under the assessment schedule
for the appropriate Risk Category. If,
during an assessment period, a ROCA
rating change occurs that results in an
insured branch of a foreign bank mov-
ing from Risk Category II, III or IV to
Risk Category I, the institution’s as-
sessment rate for the portion of the as-
sessment period that it was in Risk
Category I shall equal the rate deter-
mined as provided using the weighted
average ROCA component rating. For
the portion of the assessment period
that the institution was not in Risk
Category I, the institution’s initial
base assessment rate shall be deter-
mined under the assessment schedule
for the appropriate Risk Category.

(v) Implementation of changes within
risk category I for insured branches of
foreign banks. If, during an assessment
period, an insured branch of a foreign
bank remains in Risk Category I, but a
ROCA component rating changes that
will affect the institution’s initial base
assessment rate, separate assessment
rates for the portion(s) of the assess-
ment period before and after the
change(s) shall be determined under
this paragraph (d)4).

(e) Adjustments—(1) Unsecured debt ad-
justment to initial base assessment rate for
all institutions. All institutions, except
new institutions as provided under

12 CFR Ch. lll (1-1-23 Edition)

paragraphs (g)(1) and (2) of this section
and insured branches of foreign banks
as provided under paragraph (d)(4)(iii)
of this section, shall be subject to an
adjustment of assessment rates for un-
secured debt. Any unsecured debt ad-
justment shall be made after any ad-
justment under paragraph (b)(3) of this
section.

(1) Application of unsecured debt ad-
justment. The unsecured debt adjust-
ment shall be determined as the sum of
the initial base assessment rate plus 40
basis points; that sum shall be multi-
plied by the ratio of an insured deposi-
tory institution’s long-term unsecured
debt to its assessment base. The
amount of the reduction in the assess-
ment rate due to the adjustment is
equal to the dollar amount of the ad-
justment divided by the amount of the
assessment base.

(ii) Limitation. No unsecured debt ad-
justment for any institution shall ex-
ceed the lesser of 5 basis points or 50
percent of the institution’s initial base
assessment rate.

(iii) Applicable quarterly reports of con-
dition. Unsecured debt adjustment ra-
tios for any given quarter shall be cal-
culated from quarterly reports of con-
dition (Consolidated Reports of Condi-
tion and Income and Thrift Financial
Reports, or any successor reports to ei-
ther, as appropriate) filed by each in-
stitution as of the last day of the quar-
ter.

(2) Depository institution debt adjust-
ment to initial base assessment rate for all
institutions. All institutions shall be
subject to an adjustment of assessment
rates for unsecured debt held that is
issued by another depository institu-
tion. Any such depository institution
debt adjustment shall be made after
any adjustment under paragraphs (b)(3)
and (e)(1) of this section.

(1) Application of depository institution
debt adjustment. An insured depository
institution shall pay a 50 basis point
adjustment on the amount of unse-
cured debt it holds that was issued by
another insured depository institution
to the extent that such debt exceeds 3
percent of the institution’s Tier 1 cap-
ital. The amount of long-term unse-
cured debt issued by another insured
depository institution shall be cal-
culated using the same valuation
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methodology used to calculate the
amount of such debt for reporting on
the asset side of the balance sheets.

(i1) Applicable quarterly reports of con-
dition. Depository institution debt ad-
justment ratios for any given quarter
shall be calculated from quarterly re-
ports of condition (Consolidated Re-
ports of Condition and Income and
Thrift Financial Reports, or any suc-
cessor reports to either, as appropriate)
filed by each institution as of the last
day of the quarter.

(3) Brokered deposit adjustment. All
new small institutions in Risk Cat-
egories II, III, and IV, all large institu-
tions and all highly complex institu-
tions, except large and highly complex
institutions (including new large and
new highly complex institutions) that
are well capitalized and have a CAM-
ELS composite rating of 1 or 2, shall be
subject to an assessment rate adjust-
ment for brokered deposits. Any such
brokered deposit adjustment shall be
made after any adjustment under para-
graphs (b)(3) and (e)(1) and (2) of this
section. The brokered deposit adjust-
ment includes all brokered deposits as
defined in Section 29 of the Federal De-
posit Insurance Act (12 U.S.C. 1831f),
and 12 CFR 337.6, including brokered
reciprocal deposits as defined in
§327.8(a), and brokered deposits that
consist of balances swept into an in-
sured institution from another institu-
tion. The adjustment under this para-
graph is limited to those institutions
whose ratio of brokered deposits to do-
mestic deposits is greater than 10 per-
cent; asset growth rates do not affect
the adjustment. Insured branches of
foreign banks are not subject to the
brokered deposit adjustment as pro-
vided in paragraph (d)(4)(iii) of this sec-
tion.

(i) Application of brokered deposit ad-
justment. The brokered deposit adjust-
ment shall be determined by multi-
plying 25 basis points by the ratio of
the difference between an insured de-
pository institution’s brokered depos-
its and 10 percent of its domestic de-
posits to its assessment base.

(ii) Limitation. The maximum bro-
kered deposit adjustment will be 10
basis points; the minimum brokered
deposit adjustment will be 0.

§327.16

(iii) Applicable quarterly reports of con-
dition. The brokered deposit adjust-
ment for any given quarter shall be
calculated from the quarterly reports
of condition (Call Reports and Thrift
Financial Reports, or any successor re-
ports to either, as appropriate) filed by
each institution as of the last day of
the quarter.

(f) Request to be treated as a large insti-
tution—(1) Procedure. Any small insti-
tution with assets of between $5 billion
and $10 billion, excluding assets as de-
scribed in §327.17(e), may request that
the FDIC determine its assessment
rate as a large institution. The FDIC
will consider such a request provided
that it has sufficient information to do
s0. Any such request must be made to
the FDIC’s Division of Insurance and
Research. Any approved change will be-
come effective within one year from
the date of the request. If an institu-
tion whose request has been granted
subsequently reports assets of less than
$5 billion in its report of condition for
four consecutive quarters, excluding
assets as described in §327.17(e), the in-
stitution shall be deemed a small insti-
tution for assessment purposes.

(2) Time limit on subsequent request for
alternate method. An institution whose
request to be assessed as a large insti-
tution is granted by the FDIC shall not
be eligible to request that it be as-
sessed as a small institution for a pe-
riod of three years from the first quar-
ter in which its approved request to be
assessed as a large institution became
effective. Any request to be assessed as
a small institution must be made to
the FDIC’s Division of Insurance and
Research.

(3) Request for review. An institution
that disagrees with the FDIC’s deter-
mination that it is a large, highly com-
plex, or small institution may request
review of that determination pursuant
to §327.4(c).

(g) New and established institutions
and exceptions—(1) New small institu-
tions. A new small Risk Category I in-
stitution shall be assessed the Risk
Category I maximum initial base as-
sessment rate for the relevant assess-
ment period. No new small institution
in any risk category shall be subject to
the unsecured debt adjustment as de-
termined under paragraph (e)(1) of this
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section. All new small institutions in
any Risk Category shall be subject to
the depository institution debt adjust-
ment as determined under paragraph
(e)(2) of this section. All new small in-
stitutions in Risk Categories II, III,
and IV shall be subject to the brokered
deposit adjustment as determined
under paragraph (e)(3) of this section.

(2) New large institutions and mnew
highly complex institutions. All new
large institutions and all new highly
complex institutions shall be assessed
under the appropriate method provided
at paragraph (b)(1) or (2) of this section
and subject to the adjustments pro-
vided at paragraphs (b)(3) and (e)(2) and
(3) of this section. No new highly com-
plex or large institutions are entitled
to adjustment under paragraph (e)(1) of
this section. If a large or highly com-
plex institution has not yet received
CAMELS ratings, it will be given a
weighted CAMELS rating of 2 for as-
sessment purposes until actual CAM-
ELS ratings are assigned.

(3) CAMELS ratings for the surviving
institution in a merger or consolidation.
When an established institution merges
with or consolidates into a new institu-
tion, if the FDIC determines the result-
ing institution to be an established in-
stitution under §327.8(k)(1), its CAM-
ELS ratings for assessment purposes
will be based upon the established in-
stitution’s ratings prior to the merger
or consolidation until new ratings be-
come available.

(4) Rate applicable to institutions sub-
ject to subsidiary or credit union excep-
tion—(i) Established small institutions. A
small institution that is established
under §327.8(k)(4) or (5) shall be as-
sessed as follows:

(A) If the institution does not have a
CAMELS composite rating, its initial
base assessment rate shall be 2 basis
points above the minimum initial base
assessment rate applicable to estab-
lished small institutions until it re-
ceives a CAMELS composite rating.

(B) If the institution has a CAMELS
composite rating but no CAMELS com-
ponent ratings, its initial assessment
rate shall be determined using the fi-
nancial ratios method, as set forth in
paragraph (a)(1) of this section, but its
CAMELS composite rating will be sub-
stituted for its weighted average CAM-
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ELS component rating and, if the insti-
tution has not filed four quarterly re-
ports of condition, then the assessment
rate will be determined by annualizing,
where appropriate, financial ratios
from all quarterly reports of condition
that have been filed.

(ii) Large or highly complexr institu-
tions. If a large or highly complex insti-
tution is considered established under
§327.8(k)(4) or (5), but does not have
CAMELS component ratings, it will be
given a weighted CAMELS rating of 2
for assessment purposes until actual
CAMELS ratings are assigned.

(5) Request for review. An institution
that disagrees with the FDIC’s deter-
mination that it is a new institution
may request review of that determina-
tion pursuant to §327.4(c).

(h) Assessment rates for bridge deposi-
tory institutions and conservatorships. In-
stitutions that are bridge depository
institutions under 12 U.S.C. 1821(n) and
institutions for which the Corporation
has been appointed or serves as conser-
vator shall, in all cases, be assessed at
the minimum initial base assessment
rate applicable to established small in-
stitutions, which shall not be subject
to adjustment under paragraph (b)(3) or
(e)(1), (2), or (3) of this section.

[81 FR 32207, May 20, 2016, as amended at 83
FR 14568, Apr. 5, 2018; 84 FR 1353, Feb. 4, 2019;
84 FR 4249, Feb. 14, 2019; 85 FR 38292, June 26,
2020; 85 FR 71228, Nov. 9, 2020; 87 FR 64339,
Oct. 24, 2022]

§3827.17 Mitigating the Deposit Insur-
ance Assessment Effect of Partici-
pation in the Money Market Mutual
Fund Liquidity Facility, the Pay-
check Protection Program Liquid-
ity Facility, and the Paycheck Pro-
tection Program.

(a) Mitigating the assessment effects of
loans provided under the Paycheck Pro-
tection Program for established small in-
stitutions. Applicable beginning April 1,
2020, the FDIC will take the following
actions when calculating the assess-
ment rate for established small institu-
tions under §327.16:

(1) Exclusion of loans provided under
the Paycheck Protection Program from
net income before taxes ratio, monper-
forming loans and leases ratio, other real
estate owned ratio, brokered deposit ratio,
and one-year asset growth measure. As
described in appendix E to this subpart,
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