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requirements that the Interagency Tailoring Rule ultimately eliminated or modified for institutions in certain
categories. As noted above, the Federal Reserve and FDIC have released a request for information regarding the
CAMELS rating system which suggests that revisions to CAMELS may be considered. BPI intends to submit a
response to the CAMELS request for information, but offers here the following recommendations to specifically
address needed alignment of CAMELS and the Interagency Tailoring Rule. The Agencies should take this
opportunity, working through the Federal Financial Institutions Examination Council, to revise the CAMELS rating
system to more appropriately reflect its original intent to evaluate an institution’s “financial condition and
operations.”!

Regardless, it is crucial that the Agencies expressly confirm, via notice and comment revisions to UFIRS,
that their supervisory expectations for purposes of evaluating the six component categories of the CAMELS rating
system will align and be consistent with standards included in the Interagency Tailoring Rule. In particular, the
Agencies’ evaluation of a bank’s Capital Adequacy and Liquidity components of the CAMELS rating system should
be consistent with corresponding changes to capital and liquidity rules based on the new categories in the
Interagency Tailoring Rule.

A The Agencies’ evaluations of a bank’s Capital Adequacy component of the CAMELS rating
system should be consistent with the capital regulatory requirements that apply to that bank
and specifically, should reflect the less stringent standards that apply to Category 1l and IV
banks.

Because the Interagency Tailoring Rule eliminates certain requirements in the capital rules for some banks
and reduces them for others, it is essential that evaluation of the Capital Adequacy component of a bank's CAMELS
rating does not become a vehicle to reintroduce more stringent expectations in practice.

The CAMELS rating system should be amended to reflect the changes in applicability of certain provisions
of the capital rules to banks in the various tailoring categories established in the Interagency Tailoring Rule.
Specifically, under the Interagency Tailoring Rule, the capital rules applicable to Category Ill and Category IV banks
are tailored in several important ways, including by (i) permitting banks in both categories to apply the accumulated
other comprehensive income filter in calculating regulatory capital and (ii) exempting Category 1V banks from the
countercyclical capital buffer.’? This tailoring of regulatory standards should be reflected in the Agencies’ evaluation
of a bank’s Capital Adequacy rating under the CAMELS rating system.

B. The Agencies’ evaluations of a bank’s Liquidity component of the CAMELS rating system
should be consistent with the liquidity regulatory requirements that apply to that bank and
specifically, should reflect the less stringent quantitative liquidity standards applicable to
Category lll and IV banks.

Because the Interagency Tailoring Rule eliminates the Liquidity Coverage Ratio (“LCR”) requirements for
some banks and reduces them for others,® it is essential that evaluation of the Liquidity component of a bank’s
CAMELS rating does not become a vehicle to reintroduce more stringent expectations in practice.

n 61 Fed. Reg 67021, 67025.

2 Previously, certain banks in Category IV were subject to the countercyclical capital buffer, but under the Interagency Tailoring Rule,
the countercyclical capital buffer does not apply to any Category IV banks.

B We understand similar changes would be made to the proposed Net Stable Funding Ratio if and when that rule is finalized.






