


consumer credit, we have a particular interest in clarified expectations regarding the credit
review of consumer portfolios.

We believe the Proposed Guidance reinforces the critical assurance role of an
independent credit risk review function (“Credit Review’”). While the Proposed Guidance
includes the core elements of a sound credit risk review system, we recommend that the
Agencies should adopt principles-based guidance relevant directly to consumer loan (i.e., credit
card, auto and mortgage) credit risk review programs. Our specific comments and
recommendations on the Proposed Guidance are discussed in detail below.

1. The Proposed Guidance reinforces the critical assurance role of an independent Credit
Review function within a bank’s overall risk management program.,

Capital One strongly agrees that final guidance should be principles-based to allow banks
to customize their Credit Review depending on the institution’s size, complexity, loan types, risk
profile, and risk management practices. Aside from laying out the foundational elements of a
sound credit risk review program, the Agencies should not prescribe how Credit Review should
operate, and the Proposed Guidance largely achieves that balance. We also agree with the
fundamental principle that Credit Review is a critical and independent assurance role within a
bank’s broader risk management program. As the Agencies acknowledge, the role of Credit
Review has evolved to become much more than providing assurance on the Allowance for Loan
and Lease Losses (“ALLL”) calculation. For example, at Capital One, the board of directors
relies on our Credit Review team to provide independent and objective assurance that our credit-
related risk management and governance processes are well-designed, effective and working as
intended across the first and second lines of defense. Having standalone guidance ensures Credit
Review’s stature and parity with the other lines of defense. Finally, we support the Agencies in
reinforcing the critical importance of Credit Review’s independence by requiring the function to
report directly to the board of directors, while clarifying that reporting to a committee thereof is
acceptable.

II.  While the Proposed Guidance includes the core elements of a sound credit risk review
system, the Agencies should adopt principles-based guidance relevant directly to
consumer credit risk review.

The core elements in the Proposed Guidance outlining an effective credit risk review
system are generally appropriate. We appreciate the Agencies’ stated intent to describe a broad
set of practices that may occur within multiple units to form a credit risk review system.
However, while the guidance’s specific recommendations align well to a commercial credit risk
review program, they are less relevant to a consumer credit risk review program. For example,
sampling and performing individual file reviews of smaller loan populations are more likely to






