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Do you have a good relationship 
with your regulator?
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Requests for Reviews of Material Supervisory Determinations

Date Request Result

4/5/2024 Compliance rating Denied

2/20/2024 Federal Trade Commission Act Violation of UDAP Denied 

2/15/2024 Asset Quality rating Denied

1/16/2024 Apparent violation of the Fair Housing Act (FHA) Violation Overturned

1/3/2024 CAMELS Ratings Changed AQ rating, no other changes

12/19/2023 Community Reinvestment Act (CRA) rating. Stay

11/13/2023 Community Reinvestment Act (CRA) rating. Denied 

10/2/2023 Re-classification of Held-to-Maturity securities Denied 

9/28/2023 Management rating Denied 

9/8/2023 Management rating and violations of the Bank Secrecy Act. Denied 

5/26/2023 Violation of Federal Reserve Board Regulation O. Denied 

12/29/2022 Community Reinvestment Act (CRA) rating. Stay

11/23/2022 CAMELS Ratings & Consent Order Changed Certain ratings, left Order

11/14/2022 Apparent violations of Section 23A of the Federal Reserve Act. Violation Overturned

9/8/2022 Determination on brokered deposits. Denied

7/18/2022 Apparent violation of Section 23B of the Federal Reserve Act. Denied

10/22/2021 Loss classification associated with an overdraft. Denied

7/8/2021 Sensitivity to Market Risk Component Rating. Denied

6/11/2021 Apparent violation of Federal Reserve Board Regulation O. Denied

10/27/2020 Management Rating. Denied

6/23/2020 Management Rating and Dominant Official. Denied

5/21/2020 CAMELS Ratings & MOU Denied

11/6/2019 Accounting for Sale of Other Real Estate Denied

9/30/2019 CAMELS Ratings Denied

9/17/2019 Federal Trade Commission Act Violation of UDAP Denied

6/17/2019 Community Reinvestment Act (CRA) rating and UDAP Denied

4/19/2019 Community Reinvestment Act (CRA) rating. Denied

12/20/2018 Accounting and risk-weighting for multi-family loan participations Denied

12/11/2018 CAMELS Ratings Denied

8/10/2018 Liquidity rating. Denied

8/2/2018 CAMELS Ratings Denied

7/31/2018 Capital and Liquidity ratings. Ratings Upgraded

7/10/2018 Determination that prepaid debit cards are brokered deposits. Denied

7/10/2018 Management rating and apparent violations of Part 326 and Part 353 Denied

6/4/2018 Rating and prepaid debit cards are brokered deposits. Split Decision

2/26/2018 Classification of two c Shared National Credit (SNC) Denied

Source: https://www.fdic.gov/transparency/supdeterminations.html

Out of 37 
requests over 
seven years, 
3.5 were 
overturned
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How do you create a good 
regulatory relationship?
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What Risks are Regulators Focused on Today

Tougher regulation on large banks will 'trickle 

down' to community banks EXTRA
Tuesday, May 30, 2023; By Lauren Seay; Market Intelligence

Non-regulators 

• “While that impending rulemaking will only impact [large] banks, community banks can expect increased regulatory scrutiny on 

those topics too during their exams” 

• "The regulatory world and others are going to come down harder on the rest of the 98% of the banks that don't look like the 

banks that failed” 

Regulators

• “Banks need to be aware of the complexity of what's going on externally and how does that impact your bank and how are you 

prepared to withstand whatever storm may come. The risks are more complex because they are intertwined and one could 

trigger the other.”

• "We will be looking at your risk assessments internally, your reserves, your capital position and so forth.  How tough an exam is 

will be determined by each individual bank's operating model.  It depends on your risk profile, your risk appetite and the 

fundamentals of your CAMELS.”

• “given how the external factors are changing, remediation may need to be quicker than we had during peacetime economy 

when things were stable." 
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What Risks are Regulators Focused on Today

OCC examiners will use 'discretion' as they 

zero in on banks' risk management
Wednesday, June 14, 2023; By Allison Bennett; Market Intelligence

• The Office of the Comptroller of the Currency laid out what specific steps banks should be taking as it ups its scrutiny of risk 

management practices and encourages supervisors to exercise discretion in exams.

• Following the recent industry tumult after three bank failures, the OCC's supervisory focus will be "risk management, risk 

management, risk management," acting Comptroller Michael Hsu told reporters June 14. He reiterated that sentiment later in 

the day when the agency released its Semi-Annual Risk Perspective, saying the OCC "expects banks to be on the balls of their 

feet with regards to risk management, just as our examiners are."

https://www.capitaliq.spglobal.com/web/client?auth=inherit#news/article?KeyProductLinkType=2&id=76015614
https://occ.gov/news-issuances/news-releases/2023/nr-occ-2023-60.html
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What is the formula for good risk 
management?  

7

Identify

Measure

Monitor

Control

What is Risk Management Formula?



© 2024 Performance Trust. All Rights Reserved. 8

What is Risk Management Formula?

Capital…risk may not always be reflected in the current financial condition. Therefore, examiners should not rely 
solely on an institution’s current financial condition when determining capital adequacy and must assess 
management’s ability to identify, measure, monitor, and control all material risks that may affect capital.

Real Estate Lending…real estate lending policies generally enable management to effectively identify, measure, 
monitor, and control the risks associated with real estate lending. 

Investments…the policy statement declares that banks should implement programs to manage the market, credit, 
liquidity, legal, operational, and other risks that result from investment activities. Adequate risk management programs 
identify, measure, monitor, and control these risks.

Management…To ensure safe and sound operations, it is important that, like any other risk, a bank’s board and 
management identify, measure, monitor, and control model risk. .

Liquidity…rating is based upon the capability of management to properly identify, measure, monitor, and control 

the institution’s liquidity position, including the effectiveness of funds management strategies, liquidity policies, 
management information systems, and contingency funding plans

Interest Rate Risk…the adequacy of a bank’s IRR program is dependent on its ability to identify, measure, monitor, 

and control all material interest rate exposures.

Supervisory Guidance with Identify, Measure, Monitor & Control



Regulatory Relationship Killers 
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If latent wonder about bank safety persists….
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Regulatory Relationship Killers

Killer 1: Not Enough Capital
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WHAT IS THE RIGHT AMOUNT OF CAPITAL

Assets
$1.000B

Liabilities
$880.0M

Cap $120.0M

Assets
$1.000B

Liabilities
$920.0M

Cap $80.0M

Bank 1 – 12.0% Cap Bank 2 – 8.0% Cap

15% Pretax ROE 
$18M Earnings
1.8 ROA

15% Pretax ROE 
$12M Earnings
1.2 ROA

Bank 1 ROA 

must be a third 

higher to create 

equivalent return.  
Source: Bart Smith
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Capital at Risk Lower

Not Enough Capital

Source: PT Score



© 2024 Performance Trust. All Rights Reserved. 14

Capital at Risk Lower

Not Enough Capital

Source: PT Score
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Regulatory Relationship Killers

Killer 2: Concentrations
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What is a Concentration

Concentrations

Comptroller’s Handbook Concentration Risk

“A “concentration” is defined as the sum of direct, indirect, or contingent 
obligations exceeding 25 percent of the bank’s tier 1 capital plus the ALLL 
or ACL, as applicable.”

“When a bank sets higher concentration limits for broadly defined pools—
especially when those limits are more than 100 percent of capital—sound 
concentration risk management typically includes setting appropriate 
sublimits for material groups of segmented exposures.” 
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Loan Portfolio Shifts

Concentrations

Source: PT Score

0.00

2.00

4.00

6.00

8.00

10.00

12.00

0.00

5.00

10.00

15.00

20.00

25.00

30.00

2
 Y

e
a

r 
Lo

ss
 R

a
te

 %

Lo
a

n
 A

ll
o

ca
ti

o
n

 %

Loan Portfolio Allocation & Peak Loss Rate

Banks <10B, Exc. Credit Card Loans

2008Q3 2024Q2 Peak Loss Rate (2 Yr)



© 2024 Performance Trust. All Rights Reserved.

0

50

100

150

200

250

300

350

CRE Concentrations by Asset Size*
Median Percent of Tier 1 Capital + Allowance

<10B 10B - 100B >100B*For Banks Holding CRE Loans

18

CRE Concentrations

Concentrations
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CRE Concentrations

Concentrations

Source: PT Score
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Loan Performance

Concentrations

Source: PT Score
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Segmentation is KEY!!!

Concentrations

Loan Types
Permanent Mortgage
Bridge Loan
Construction
Mezzanine

Categories
CRE C&D
CRE Multi-Family
CRE Non-Owner
CRE Owner-Occ

Loan Terms
LTV
Guarantee
Rate
Maturity

Source: PT Score
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Regulatory Relationship Killers

What about Security 
Concentrations?
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Capital at Risk Lower

Concentrations
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Capital at Risk Lower

Concentrations
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Capital at Risk Lower

Concentrations
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Regulatory Relationship Killers

Killer 3: Non-Core Deposits
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Capital at Risk Lower

Core Deposits

Source: PT Score
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Bank Deposits

0.443

0.191

Source: PT Score/FDIC
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Deposit Composition = DDA! 

-102B

-100B

-38B

+41B

+8B

Source: PT Score/FDIC
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Capital at Risk Lower

Core Deposits

Source: PT Score
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More Banks are Utilizing Brokered Deposits

Funding Challenges

Source: PT Score/FDIC
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Deposit Levels Shorter

Funding Challenges

Source: PT Score/FDIC
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Capital at Risk Lower

Core Deposits

“The FDIC’s examination program views 

brokered deposits at well capitalized 

institutions as being subject to the same 

considerations and concerns as any other 

type of funding. The guidance explicitly 

states that there should be no stigma 

attached to the acceptance of brokered 

deposits per se and that the proper use of 

such deposits should not be discouraged.”
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Regulatory Relationship Killers

Don’t Wait Until It’s Too Late!!! 
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PT Score
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What is the PT Score®?

PT Score® is a Strategic Risk 

Management System that helps 
financial institutions optimize 
performance through more effective 
management of risk and regulatory 
positions.

Taking the Right Kinds of Risk with PT Score®

36
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PT Score

Source: PT Score
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Taking the Right Kinds of Risk with PT Score®

Tennessee Bank PT Scores and Stress Adjusted Scores
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Taking the Right Kinds of Risk with PT Score®

Tennessee Bank PT Scores and Stress Adjusted Scores
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Taking the Right Kinds of Risk with PT Score®

Tennessee Bank PT Scores and Stress Adjusted Scores
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Taking the Right Kinds of Risk with PT Score®

Tennessee Bank PT Scores and Stress Adjusted Scores

Median: 13.40 Median: 5.04
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Regulatory Relationship Killers

Don’t Wait 



500 West Madison, Suite 450    Chicago, IL 60661    www.performancetrust.com

© 2024 Performance Trust Capital Partners, LLC (which, along with its affiliates, is referred to as “Performance Trust”). All Rights Reserved. 

This material is proprietary and confidential and may not be disclosed to third parties. 

Performance Trust Capital Partners, LLC, member of FINRA/SIPC.

Past performance is no guarantee of future results. Investing involves risks, including the potential for principal loss.

The information and any analysis expressed herein is for general and educational purposes only and is not intended to constitute legal, accounting, tax, securities or 

investment advice or a representation that any investment or trading strategy or service is suitable or appropriate to your individual circumstances. The Information herein is 

expressed as of the date hereof and is subject to change. Performance Trust assumes no obligation to update or otherwise revise these materials. Information herein has been 

obtained from or based upon sources believed to be reliable, but Performance Trust does not guarantee its accuracy, reliability, or completeness (including any assumptions 

used to develop such Information), which may have been developed based upon trade and statistical services or other third party sources, and Performance Trust is not 

responsible for any errors or omissions or for the results obtained from the use of such Information. This material does not purport to contain all of the information that an 

interested party may desire in relation to the discussed subject matter. 

This material is not intended to be an offer or solicitation thereof for the purchase or sale of any security or other financial instrument and should not be the basis for 

determining the value of any such instrument or in making any decision to buy, sell or hold any security or financial instrument. Performance Trust may make a market or have 

a position in any security discussed herein and may purchase or sell the same on a principal basis or as an agent. The Information may not take into account position size, 

market volatility, risk of counterparty default, liquidity or other structural characteristics. Investing and trading involves risks, including the potential for total principal loss. There 

is no guarantee that any strategies and services will be successful or outperform other strategies and services.  Certain assumptions may have been made in connection with 

the analysis presented herein, and changes to the assumptions may have a material impact on the analysis or results. Past performance is no guarantee of future 

performance. The value of any investment or trading position may fluctuate due to market movements and other changes. Any recommendations or opinions expressed herein 

should be independently investigated and verified.    

PT Score  is a propriety risk assessment system created using bank level data and call report-based ratios selected by Performance Trust. PT Score  does not incorporate 

holding company leverage or any other consolidated financial metrics. PT Score  utilizes unadjusted call report data to produce a PT Score , which does not incorporate 

adjustments for one-time events or other unusual items. An institution’s PT Score , reports, or other information generated by PT Score  are hypothetical in nature and do not 

reflect actual results or guarantee future results. PT Score  and any reports or information generated by PT Score  is for informational and educational purposes only and is 

not intended to constitute legal, regulatory, accounting, tax, securities or investment advice, or suggestion that any particular action should be taken.

FOR INSTITUTIONAL USE ONLY.

For important disclosures related to materials prepared by PTCP Sales, Trading, and Analytics personnel as well as product or country-specific disclosures please refer 

to https://www.performancetrust.com/regulatory-disclosures.

https://www.performancetrust.com/regulatory-disclosures
https://www.performancetrust.com/regulatory-disclosures
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