The Exam Process

Are You Ready?

Steps Examiners Go Through and
Steps CRA Officers Should Take to
be Ready for a CRA Evaluation




Objectives

e Understand examination steps

e Understand what CRA Officers can do to
prepare for examinations
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Presenter
Presentation Notes
There are essentially five phases to a CRA examination: strategy, data verification (data integrity), planning, analysis, and documenting the work.  
These are not necessarily exclusive one from the other. 
Strategy may change over the course of an evaluation period (banks grow, change market areas, regulations change). Planning can start as the strategy is developed and will continue up to the exam date.  
Analysis of data can occur during the data verification phase.  For example, CD activities can be assigned to specific AAs at the same time the activities are evaluated to determine whether they meet the definition of CD.
The timeline and timeframes over which these phases occur can vary depending on the needs for that particular institution, examiner expertise, and resources.
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Presenter
Presentation Notes
Examiner sets the strategy and plans for the exam
HMDA & CRA data verified where applicable
CD activities may also be reviewed and verified
Supervisory agencies publish schedules of upcoming exams each calendar quarter
“Request letter” sent to bank
Bank compiles and submits requested materials
Examiners meet with bankers and conduct review
Community contacts made
Performance context is developed; market share data, economic trends, competition, demographics, employment and housing data
Lending analysis performed
PE is written
Preliminary conclusions (not ratings) are shared with the bank. Ratings are shared once the PE and workpapers are reviewed and approved by the supervisory office.
“Performance Evaluation” is completed and made available to the public




Steps CRA Officers Take
to Be Exam Read

e Review Request Letter
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e Check CRA pu
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Presenter
Presentation Notes
Essentials for a Successful CRA Exam
Defined assessment areas
Clean loan data
Performance Context information – for each AA
Lending Analysis
Supporting documentation for CD Loans and investments
Quantifiable CRA product offerings
Professional presentation

CRA Exam Tips
Make the exam as easy as possible for your examiners.
Have everything organized and ready before your examiners arrive.
Examiners don’t bite and are not out to get you.
It is OK to disagree if you have a valid argument.
Never become defensive.
Answer questions honestly.
Possibly schedule a field trip to help your examiners understand your performance context. 
Relax.


Steps CRA Officers Take to Be
Exam Read

e Document any items you want
considered for community
development

e Know your primary products
e Prepare a plan for the way you
want the examiners to
communicate with the bank —
either one bank liaison, or

a list of bank contacts



Presenter
Presentation Notes
I. Before the exam prepare you own Lending Analysis:
Number, dollar volume, and percentage of HMDA and consumer (optional loans) inside and outside of AA.
Breakdown of loans, inside AA, by tract income.
Breakdown of loans, inside AA, by borrower income.
Number and dollar volume of small loans originated to businesses or farms by loan size.
Number and dollar volume of loans to businesses or farms with gross annual revenues of $1 million or less.
How much Investment is Enough?
% of Assets? i.e. ½ to 1 percent
3 to 3 ½ % of Net Tier 1 Capital
II.  Do your own Analysis:
         - Select a sample of PE’s of banks similar in size/complexity to your bank
         -Compare each bank’s rating, Assets & Net Tier 1 Capital, Total/type of investments
         - Based on your findings, determine how much investment you need.
         - List all investments on a spreadsheet with Name, amount, date, AA that benefited and a description of INV and why it qualifies
	- Log all CRA donations on a spreadsheet
	- Maintain a binder with documentation to support each donation
	- Do not include donations that do not have a CD purpose.
III.  Pulling It All together
2 binders with tabs
Sections 
Performance Context, Lending – Loan Analysis, CD – Loans, Investments, Services, AA’s, Additional Info, Annual Report	  



You Will Be Ready!
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