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Regulators issue guidance for bank examiners assessing 
COVID-19 effects

By Abdullah Khan

The federal financial institution regulatory agencies, along with the state bank and credit union regulators, issued examiner guidance to outline the principles 
for assessing the safety and soundness of institutions during the coronavirus pandemic.

The Federal Reserve, the Federal Deposit Insurance Corp., the Office of the Comptroller of the Currency and the National Credit Union Administration said 
examiners will consider an institution's asset size, complexity, and risk profile, as well as the industry and business focus of its customers as part of its 
assessment. They also must consider the unique and evolving issues institutions are facing as they deal with the ongoing COVID-19 pandemic. 

"Some institutions may face extensive asset quality issues caused by business failures, the loss of jobs, interruptions of borrowers' income streams, 
increases in borrowers' operating costs, and volatile or declining collateral values," the agencies stated in a joint release.

Regulators urged examiners to maintain a clear understanding of each institution's financial condition, risk assessment and response to economic changes 
during assessments. The agencies also said examiners will assign supervisory ratings in accordance with the applicable rating system, including the 
Uniform Financial Institutions Rating System, known as the CAMELS rating, and the interagency Rating System for U.S. Branches and Agencies of Foreign 
Banking Organizations, or the ROCA rating.

Examiners should weigh an institution's management actions in response to the pandemic, given its business strategy and operational capacity in the 
distressed business environment in which it operates. Examiners should recognize whether weaknesses are caused by external economic issues related 
to the pandemic or risk management and governance issues. Additionally, examiners will assess whether an institution's management has appropriately 
addressed the issues caused by the changes due to the pandemic when making a formal or informal enforcement action on the institution.

When assessing the component ratings for CAMELS or ROCA, or analogous component ratings for bank holding companies, examiners will consider the 
pandemic's impact on an institution's capital adequacy, asset quality, management, operational risk, independent risk management, earnings, liquidity and 
sensitivity to market risk.

With respect to asset quality, the examiners should consider the institution's classification of credits, credit risk review, new loans, Paycheck Protection 
Program participation and credit modifications, among other things. 
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