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Comptroller of the Currency

12 CFR Chapter I

Authority and Issuance
For the reasons set forth in the joint

preamble, part 3 of chapter I of title 12
of the Code of Federal Regulations is
amended as set forth below.

PART 3—MINIMUM CAPITAL RATIOS;
ISSUANCE OF DIRECTIVES

1. The authority citation for part 3
continues to read as follows:

Authority: 12 U.S.C. 93a, 161, 1818,
1828(n), 1828 note, 1831n note, 1835, 3907,
and 3909.

2. Section 3.10 is revised to read as
follows:

§ 3.10 Applicability.
The OCC may require higher

minimum capital ratios for an
individual bank in view of its
circumstances. For example, higher
capital ratios may be appropriate for:

(a) A newly chartered bank;
(b) A bank receiving special

supervisory attention;
(c) A bank that has, or is expected to

have, losses resulting in capital
inadequacy;

(d) A bank with significant exposure
due to the risks from concentrations of
credit, certain risks arising from
nontraditional activities, or
management’s overall inability to
monitor and control financial and
operating risks presented by
concentrations of credit and
nontraditional activities;

(e) A bank with significant exposure
to declines in the economic value of its
capital due to changes in interest rates;

(f) A bank with significant exposure
due to fiduciary or operational risk;

(g) A bank exposed to a high degree
of asset depreciation, or a low level of
liquid assets in relation to short term
liabilities;

(h) A bank exposed to a high volume
or, or particularly severe, problem loans;

(i) A bank that is growing rapidly,
either internally or through acquisitions;
or

(j) A bank that may be adversely
affected by the activities or condition of
its holding company, affiliate(s), or
other persons or institutions including
chain banking organizations, with
which it has significant business
relationships.

3. In appendix A to part 3, section 1,
paragraph (b)(1) is revised to read as
follows:

Appendix A to Part 3—Risk-Based
Capital Guidelines

* * * * *

Section 1 * * * (b) * * * (1) The risk-
based capital ratio derived from these
guidelines is an important factor in the OCC’s
evaluation of a bank’s capital adequacy.
However, since this measure addresses only
credit risk, the 8% minimum ratio should not
be viewed as the level to be targeted, but
rather as a floor. The final supervisory
judgment on a bank’s capital adequacy is
based on an individualized assessment of
numerous factors, including those listed in
12 CFR 3.10. With respect to the
consideration of these factors, the OCC will
give particular attention to any bank with
significant exposure to declines in the
economic value of its capital due to changes
in interest rates. As a result, it may differ
from the conclusion drawn from an isolated
comparison of a bank’s risk-based capital
ration to the 8% minimum specified in these
guidelines. In addition to the standards
established by these risk-based capital
guidelines, all national banks must maintain
a minimum capital-to-total assets ratio in
accordance with the provisions of 12 CFR
part 3.

* * * * *

Office of the Comptroller of the
Currency

Dated: June 29, 1995.
Eugene A. Ludwig,
Comptroller of the Currency.

Federal Reserve System

12 CFR Chapter II

Authority and Issuance

For the reasons set forth in the
preamble, part 208 of chapter II of title
12 of the Code of Federal Regulations is
amended as set forth below:

PART 208—MEMBERSHIP OF STATE
BANKING INSTITUTIONS IN THE
FEDERAL RESERVE SYSTEM
(REGULATION H)

1. The authority citation for Part 208
revised to read as follows:

Authority: 12 U.S.C. 36, 248(a), 248(c),
321–338a, 371d, 461, 481–486, 601, 611,
1814, 1823(j), 1828)(o), 1831o, 1831p–1,
3105, 3310, 3331–3351, and 3906–3909; 15
U.S.C. 78b, 781(b), 781(g), 781(i), 78o–4(c)(5),
78q, 78q–1, and 78w; 31 U.S.C. 5318.

2. Appendix A to part 208 is amended
by revising the fifth and sixth
paragraphs under ‘‘I. Overview’’ to read
as follows:

Appendix A to Part 1208—Capital
Adequacy Guidelines for State Member
Banks: Risk-Based Measure

I. Overview

* * * * *
The risk-based capital ratio focuses

principally on broad categories of credit risk,
although the framework for assigning assets
and off-balance-sheet items to risk categories
does incorporate elements of transfer risk, as

well as limited instances of interest rate and
market risk. The framework incorporates
risks arising from traditional banking
activities as well as risks arising from
nontraditional activities. The risk-based ratio
does not, however, incorporate other factors
that can affect an institution’s financial
condition. These factors include overall
interest-rate exposure; liquidity, funding and
market risks; the quality and level of
earnings; investment, loan portfolio, and
other concentrations of credit; certain risks
arising from nontraditional activities; the
quality of loans and investments; the
effectiveness of loan and investment policies;
and management’s overall ability to monitor
and control financial and operating risks,
including the risks presented by
concentrations of credit and nontraditional
activities.

In addition to evaluating capital ratios, an
overall assessment of capital adequacy must
take account of those factors, including, in
particular, the level and severity of problem
and classified assets as well as a bank’s
exposure to declines in the economic value
of its capital due to changes in interest rates.
For this reason, the final supervisory
judgment on a bank’s capital adequacy may
differ significantly from conclusions that
might be drawn solely from the level of its
risk-based capital ratio.

* * * * *
By Order of the Board of Governors of the

Federal Reserve System.
Dated: July 7, 1995.

William W. Wiles,
Secretary of Board.

Federal Deposit Insurance Corporation

12 CFR Chapter III

Authority and Issuance

For the reasons set forth in the joint
preamble, part 325 of chapter III of title
12 of the Code of Federal Regulations is
amended as set forth below:

PART 325—CAPITAL MAINTENANCE

1. The authority citation for part 325
continues to read as follows:

Authority: 12 U.S.C. 1815(a), 1815(b),
1816, 1818(a), 1818(b), 1818(c), 1818(t),
1819(Tenth), 1828(c), 1828(d), 1828(i),
1828(n), 1828(o), 1831o, 3907, 3909, 4808;
Pub. L. 102–233, 105 Stat. 1761, 1789, 1790
(12 U.S.C. 1831n note); Pub. L. 102–242, 105
Stat. 2236, 2355, 2386 (12 U.S.C. 1828 note).

2. In appendix A to part 325, the fifth
undesignated paragraph of the
introductory text is revised to read as
follows:

Appendix A to Part 325—Statement of
Policy on Risk-Based Capital

* * * * *
The risk-based capital ratio focuses

principally on broad categories of credit risk,
however, the ratio does not take account of
many other factors that can affect a bank’s
financial condition. These factors include


