
1 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

WEB MEETING 
 

PRESENTATION OF 
 

VERIBANC’S RATING SYSTEM 
 

AND 
 

THE ILLINOIS STATE RATINGS REPORT 
 
 
 
 
 
 
 



2 

 
 
 

 
VERIBANC’S ORIGIN 

 
 

 1980 - REQUESTED A BANK’S FINANCIALS IN RE-FINANCING A   
            LOAN WITH A “CALL” PROVISION 
 
 
 BANK DECLINED - OFFERED ASSURANCES THEY WERE 
 “SAFE” 
 
 
 INFORMATION ABOUT THE SAFETY OR SOUNDNESS OF 
 BANKS WAS NOT READILY AVAILABLE 
 
 
 VERIBANC WAS STARTED TO FILL THIS NEED 
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VERIBANC’S BUSINESS MODEL 
 
 
 
 
 

 NO BANK HAS EVER PAID US TO RATE THEM 
 
 

 WE HAVE NEVER ACCEPTED 
   - ADVERTISING FEES 
   - CLICK-THROUGH FEES 
   - FINDER FEES 
   - SPONSORING FEES 
 

 
THIS PHILOSOPHY PROVIDES A GUARANTEED NO CONFLICT OF 

INTEREST WITH OUR RATINGS AND ANALYSES 
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VERIBANC’S RATING METHODOLOGY 

 
 
 
 
 

 BASED ON 1000s of BANK FAILURES 
 
 
 ANALYSIS FUELED BY AVAILABLE “CALL REPORT” DATA 
 
 
 ALL CRITERION DEVELOPED INDEPENDENTLY 
 
 
THREE SEPARATE INSURANCE COMPANIES AUDITED AND APPROVED 
OUR RATING SYSTEM FOR EXCESS FDIC INSURANCE (DEPOSITSURE) 
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BANKING REGULATORS  
DATA COLLECTION & DISTRIBUTION 

 
 

 

 Bank Regulators:  
 
 1) Federal Deposit Insurance Corporation (FDIC) 
 - Dual Purpose 
 - State Charter not members of the Federal Reserve 
 
 2) Office of the Comptroller of the Currency (OCC) 
 - National Charter 
 

 3) Federal Reserve (FED) 
 - State Chartered banks with FED Membership 
 - Bank Holding Companies  
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BANKING REGULATORS  

DATA COLLECTION & DISTRIBUTION (cont’d) 
 
 
 Savings Associations Regulator: 
 
  Office of the Thrift Supervision (OTS) 
 - State or National Charters 
 
  
 Credit Unions Regulator: 
 
 National Credit Union Administration (NCUA) 
 - Dual Purpose 
 - State or Federal Charter 
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VERIBANC’S RATING MODEL 
 
 
 
 

 Purely Quantitative (Statistical) 
 

  - All tests are independent of each other 
 
  - Thresholds established based on added value   
        (weigh failure rates versus false detects) 
 
  - No qualitative (non-measurable) component 
 
  - No Peer Group Metric (inherently flawed view) 
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VERIBANC’S RATING METHODOLOGY DETAIL 
COLOR CODE - SNAPSHOT OF CURRENT FINANCIAL 

CONDITION 
 

 
GREEN = THE INSTITUTION’S EQUITY IS 5% OR HIGHER OF   
    ASSETS AND THE INSTITUTION WAS PROFITABLE  
    FOR THE MOST RECENT QUARTER. 
 
 
YYEELLLLOOWW  = EQUITY IS BETWEEN 3% AND 5% OF ITS ASSETS OR 
    IT INCURRED A NET LOSS DURING THE MOST RECENT 
    QUARTER.  BOTH OF THESE CONDITIONS MAY APPLY.   
 
 
RED   = THE INSTITUTION’S EQUITY IS LESS THAN 3% OF ITS 

ASSETS OR IT INCURRED A SIGNIFICANT NET LOSS 
DURING THE MOST RECENT QUARTER, OR BOTH. 
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VERIBANC’S RATING METHODOLOGY DETAIL (Cont’d) 
STAR CLASSIFICATION - THE INSTITUTION’S DIRECTION 

 
 

 IS EQUITY SUFFICIENT FOR FUTURE LOSSES? 
 
 
 ARE PROBLEM ASSETS & SECURITIES ADEQUATELY RESERVED? 
 
 
 DO ALL 3 REGULATORY CAPITAL RATIOS MEET MINIMUMS? 
 
 
 ARE THERE ANY SERIOUS REGULATORY ENFORCEMENT ACTIONS?  
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VERIBANC’S RATING METHODOLOGY DETAIL (Cont’d) 
STAR CLASSIFICATION - THE INSTITUTION’S DIRECTION 

 
 
 

 IS INSIDER LENDING A SIGNIFICANT PORTION OF EQUITY? 
 
 

 WHAT IS INSTITUTION’S RATE OF GROWTH? 
 

 
 WILL THE HOLDING COMPANY’S PERFORMANCE ADVERSELY 
 AFFECT ANY ONE OF ITS MEMBERS? 

 
 

 IS THE INSTITUTION PROFITABLE? 
 
 
 
 
 
 
 



VERIBANC’S TRACK RECORD 
 

11 



12 

VERIBANC’S TRACK RECORD (Cont’d) 
 

2005 THROUGH OCTOBER 15, 2010 
NUMBER OF FAILURES 

    

 
    YEAR  BANKS     THRIFTS    TOTALS 

            
 2005  0  0  0 
 

 2006 0  0  0  
  

 2007 2  1  3  
 

 2008 20   5   25  
 
 2009   120      20  140 
 
 2010   114      15  129  
                                                     ===                  ==            === 
                          TOTALS:    256      41  297 
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ILLINOIS STATE RATINGS REPORT 
 
 
 

- ALL BANKS AND THRIFTS WITH A HOME OFFICE IN ILLINOIS (IL) 
 

- BANKS AND THRIFTS WITH SIGNIFICANT BRANCH DISTRIBUTIONS IN 
    IL BUT WHOSE HOME OFFICE IS NOT IN IL 
 

- COLUMN DESCRIPTIONS PROVIDED WITH FIRST ISSUE; REMAINING 
ISSUES (2, 3, & 4) ARE ONLY DATA PAGES AND GRAPHS 

 
 

 COLUMN 1 - INST. TYPE: 
   BK = COMMERCIAL OR SAVINGS BANK 
   SA = SAVINGS ASSOCIATION (THRIFT OR S&L) 
 

 COLUMN 2 - INSTITUTION NAME (ABBREVIATED FORM PROVIDED BY 
   REGULATOR) 
 

 COLUMN 3 - CITY (HOME OFFICE LOCATION AS PROVIDED TO 
REGULATOR [PTR]) 

 
 COLUMN 4 - STATE (HOME OFFICE LOCATION AS PTR) 
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ILLINOIS STATE RATINGS REPORT 
COLUMN DESCRIPTIONS (Cont’d) 

 
 

 COLUMN 5 - COLOR CODE AND STAR RATING (CURRENT QUARTER)  
  
 COLUMN 6 - ESTIMATED REGULATORY CAPITAL CLASSIFICATION  

                       IF LESS THAN “WELL”   
 
  FIVE REGULATORY CAPITAL CLASSIFICATIONS  
     1. WELL CAPITALIZED 
          2. ADEQUATELY CAPITALIZED 
         3. UNDER CAPITALIZED 
        4. SIGNIFICANTLY UNDER CAPITALIZED 
          5. CRITICALLY UNDER CAPITALIZED 
 

 COLUMN 7 - RECENT REGULATORY ENFORCEMENT ACTION - USUALLY 
      OPERATIONAL INFRACTIONS, MAY INCLUDE: 
             - CAPITAL RAISING MANDATE           
             - OFFICER/BOARD REMOVAL/REPLACEMENTS 
      - UNDERWRITING REVISIONS 
             - INTERNAL CONTROL IMPROVEMENTS 
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ILLINOIS STATE RATINGS REPORT 

COLUMN DESCRIPTIONS (Cont’d) 
 
 

 COLUMN 8 - TOTAL ASSETS IN THOUSANDS OF DOLLARS ($000) 
 
 

  COLUMN 9 - EQUITY AS A PERCENTAGE OF ASSETS 
 
 

  COLUMN 10 - NET INCOME FOR REPORTING QUARTER ($000) 
 
 

  COLUMN 11 - ANNUALIZED NET INCOME (QUARTERLY INCOME X 4)  
       AS A PERCENTAGE OF EQUITY  
 
 

  COLUMN 12 - EPL AS A PERCENTAGE OF EQUITY - EXCESS PROBLEM 
LOANS OVER AND ABOVE ANY RESERVE FOR PROBLEM 
LOANS 
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ILLINOIS STATE RATINGS REPORT 
COLUMN DESCRIPTIONS (Cont’d) 

 
 

 

 COLUMN 13 - UNRECOGNIZED INVESTMENT LOSSES AS A  
     PERCENTAGE OF EQUITY 

 
 
 

  FOOTERS: 
REPORTING DATE --- THE APPLICABLE QUARTER 

  
   FEDERAL REGULATORS’ RELEASE DATE --- WHEN THE 
   REGULATOR PROVIDED THE DATA TO VERIBANC 
 
   LATEST RATINGS UPDATED THROUGH --- THE LAST DATE 
   VERIBANC REVISED ANY RATING 
 


