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Overview 
BBVA Compass Bancshares, Inc. (“BBVA Compass” or the “Company”) is a financial holding company 
subject to the United States adoption of the internationally agreed-upon capital standards known as Basel 
III promulgated by the Basel Committee on Banking Supervision. The U.S. regulations were largely based 
on the Basel Committee of Banking Supervision’s final capital framework for strengthening international 
capital standards by requiring banking organizations to maintain higher minimum levels of capital and by 
implementing capital buffers above these minimum levels. BBVA Compass is a standardized approach 
holding company under the current Capital Framework, which requires disclosures that provide 
complementary information on banking institutions’ regulatory capital ratios, risk exposures, and risk 
management practices. In conjunction with Pillar 3 disclosures of BBVA Compass’ parent company, Banco 
Bilbao Vizcaya Argentaria, S.A. (BBVA), this document is designed to satisfy those disclosure 
requirements. Further information is also available in BBVA Compass’ Annual Report on Form 10-K for the 
year ended December 31, 2018, filed with the U.S. Securities and Exchange (SEC) Commission on 
February 28, 2019. 
 
For a further discussion regarding BBVA Compass’ capital requirements, please see “Business - 
Supervision, Regulation and Other Factors - Capital” in Part I, Item 1 of the Form 10-K. 
 
Please reference BBVA’s Pillar 3 Disclosures “Introduction – Regulatory environment in 2018” which fulfill 
the home jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of 
the Revised Capital Framework final rule. 1 
 

 
Scope of Application 
BBVA Compass is a wholly-owned subsidiary of BBVA and, as a subsidiary of a non-U.S. banking 
institution, falls under the umbrella of BBVA’s Pillar 3 public disclosure requirements in its home jurisdiction.  
The accounting and reporting policies of BBVA Compass and the methods of applying those policies that 
materially affect the consolidated financial statements conform with U.S. Generally Accepted Accounting 
Principles (GAAP) and to general financial services industry practices. The consolidated financial 
statements of BBVA are prepared in accordance with the International Financial Reporting Standards 
adopted by the European Union (EU-IFRS).  
 
For a further discussion regarding BBVA Compass’ accounting policies, please see “Financial Statements 
and Supplementary Data - Note 1, Summary of Significant Accounting Policies - Basis of Presentation” in 
Part II, Item 8 of the Form 10-K. 
 
BBVA Compass is a holding company which utilizes dividends, among other payments, from its subsidiaries 
to fund dividend payments to BBVA. U.S. regulatory agencies have the authority to restrict BBVA Compass’ 
ability to pay dividends to BBVA. For further information on restrictions on the transfer of funds, please see 
“Business - Supervision, Regulation and Other Factors - Dividends” in Part I, Item 1 of the Form 10-K. 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 1. General information requirements” which fulfill the 
home jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of the 
Revised Capital Framework final rule. 
 

 

 
 
1 https://shareholdersandinvestors.bbva.com/wp-content/uploads/2019/03/PilarIII2018_Eng.pdf 
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Capital Structure 
The following table presents information on the regulatory capital components at December 31, 2018. The 
capital calculations reflect estimates of capital under the U.S. Basel III regime as if the Revised Capital 
Framework were fully implemented. The Federal bank regulatory agencies issued a final rule on November 
21, 2017 which extended the 2017 transition provisions for certain items in anticipation of a separate 
proposal that would include changes to the fully implemented regulatory capital treatment. The 2017 
transition provisions for these items result in an insignificant difference between transitional and fully 
implemented regulatory capital ratios for BBVA Compass.  
 
BBVA Compass – Fully Implemented Capital Components (figures in thousands) 

Capital Component Balance as of December 31, 
2018 

Ratio (fully 
implemented)* 

Shareholder’s Equity $  13,254,033  

Non-qualifying Goodwill and Intangibles   $  (4,983,296)  

Adjustments  $       186,848   

Common Equity Tier 1 Capital   $    8,457,585 11.99% 

Additional Tier 1 Capital    $       230,000 0.32% 

Tier 1 Capital  $    8,687,585  12.31% 

Tier 2 Capital  $    1,521,227   2.16% 

Total Risk-Based Capital  $    10,208,812 14.47% 

*Risk-weighted assets of $70,567,970 (in thousands) under the fully implemented Revised Capital 
Framework is the denominator used to calculate the preceding capital ratios. 
 
Common Equity Tier 1 Capital 
Common Equity Tier 1 (CET1) consists principally of shareholder’s equity instruments such as common 
stock, capital surplus and retained earnings; adjustments and deductions are allowed for goodwill and other 
intangible assets, along with accumulated other comprehensive income adjustments if an organization 
meets certain regulatory stipulations. The adjustments and deductions to CET1 are subject to transition 
provisions which are prevalent throughout the Revised Capital Framework. The CET1 ratio is defined as 
CET1 capital divided by risk-weighted assets.  
 
Additional Tier 1 Capital 
BBVA Compass’ additional Tier 1 capital as calculated under the fully implemented Capital Framework at 
December 31, 2018, is comprised solely of preferred stock. Tier 1 capital ratio is defined as CET1 plus 
additional Tier 1 capital divided by risk-weighted assets.  
 
Tier 2 Capital 
Qualifying subordinated debt and allowance for loan and lease losses make up Tier 2 capital of BBVA 
Compass. The qualifying subordinated debt instruments maturing in less than five years are subject to a 
20% reduction per year, the cumulative of which is excluded from regulatory capital. Tier 2 capital ratio is 
defined as Tier 2 capital divided by risk-weighted assets. 
 
Total Risk-Based Capital 
Total risk-based capital is the sum of the preceding capital items: CET1, additional Tier 1 capital, and Tier 
2 capital. The total risk-based capital ratio is defined as total risk-based capital divided by risk-weighted 
assets.  
 
For additional details about regulatory capital, please see “Business - Supervision, Regulation and Other 
Factors - Capital” in Part I, Item 1 and “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations - Analysis of Financial Condition - Capital” in Part II, Item 7 of the Form 10-K. Basel 
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III transitional regulatory capital ratios are disclosed on schedule HC-R of the Consolidated Financial 
Statements for Holding Companies, FR Y-9C.  
 
Please reference BBVA’s Pillar 3 Disclosures “Section 2. Own Funds and Capital” which fulfill the home 
jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of the Revised 
Capital Framework final rule. 
 
Capital Adequacy 
BBVA conducts a capital adequacy assessment process during which the following points are evaluated: 
the group’s risk profile, systems of risk governance and risk appetite framework, capital resources target, 
and capital planning. The annual assessment is sent to the Bank of Spain for regulatory supervision.  As a 
materially important subsidiary of BBVA, BBVA Compass’ capital adequacy is included in the scope of the 
aforementioned process. 
 
The following table presents BBVA Compass’ assessment of its capital adequacy under the transitional 
Basel III regime as of December 31, 2018. BBVA Compass maintains capital in excess of the regulatory 
requirement. 
 
BBVA Compass – Certain Regulatory Capital Ratios 

Basel I Ratio Regulatory 
Minimum 

Well-Capitalized 
Minimum 

BBVA Compass 

Common Equity Tier 1 Capital 
Ratio 

4.5% 6.5% 12.00% 

Tier 1 Risk-Based Capital Ratio 6.0% 8.0% 12.33% 

Total Risk-Based Capital Ratio 8.0% 10.0% 14.49% 

Leverage Ratio 4.0% 5.0% 10.03% 

 
For further discussion of capital adequacy guidelines, please see “Business - Supervision, Regulation and 
Other Factors - Capital” in Part I, Item 1 of the Form 10-K. Basel III regulatory capital ratios are disclosed 
on schedule HC-R of the Consolidated Financial Statements for Holding Companies, FR Y-9C. 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 2.5. Breakdown of minimum capital requirements by 
risk type” which fulfill the home jurisdiction comparable disclosure requirements exempting BBVA Compass 
from section 62 of the Revised Capital Framework final rule. 
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Combined Capital Buffers 
As of January 1, 2019, in addition to the minimum levels discussed in the Capital Adequacy section, the 
capital conservation buffer imposed by Basel III is fully phased-in at 2.5%. The transitional capital 
conservation buffer applicable during 2018 was 1.875%. The capital conservation buffer was designed to 
help assess an institution’s ability to withstand future periods of stress. The capital conservation buffer must 
be maintained to avoid limitations on capital distributions and discretionary bonus payments to certain 
executives. The Basel III framework enacted a countercyclical capital buffer for advanced approach 
institutions; as BBVA Compass is a standardized approach holding company the countercyclical capital 
buffer is not applicable.  
 
Under international Basel III rules, a G-SIB surcharge of 1 – 2.5% will apply to global systemically important 
banks (G-SIBs), which is intended to supplement the capital conservation buffer.  BBVA was excluded from 
the list of global systemically important financial institutions in 2018; therefore, the G-SIB buffer does not 
apply to BBVA. During periods when credit growth is deemed excessive, BBVA could be subject to a 
countercyclical buffer requiring the bank to hold up to 2.5% of CET1 or other capital that would be available 
to fully absorb losses. The Basel Committee on Banking Supervision recommends each country establish 
a countercyclical capital buffer. Further discussion of applicable country specific capital buffers can be found 
in BBVA’s Pillar 3 Disclosures.  
 
For additional details about the capital conservation buffer, please see “Business – Supervision, Regulation 
and Other Factors – Capital” in Part I, Item 1 of the Form 10-K. Basel III regulatory capital ratios are 
disclosed on schedule HC-R of the Consolidated Financial Statements for Holding Companies, FR Y-9C. 
 
Please reference BBVA’s Pillar 3 Disclosures “Introduction - Regulatory environment in 2018” which fulfill 
the home jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of 
the Revised Capital Framework final rule 
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Credit Risk: General Disclosures 
Credit risk is the risk of loss resulting from a borrower’s failure to meet a contractual obligation. Credit risk 
is the most significant risk factor affecting the organization; it inherently includes transfer risk, the risk that 
a particular counterparty cannot honor an obligation because it cannot obtain the currency in which the debt 
is denominated. BBVA Compass monitors risk through a control model that guarantees the integrity of 
quantitative measurements and the proper implementation of risk management policies and procedures. 
The risk management approach includes processes for identifying, assessing, managing, monitoring and 
reporting risks. Each of these risks is managed through the Enterprise Risk Management program which 
provides the structure and framework necessary to manage risk across the organization. The Enterprise 
Risk Policy & Monitoring group provides management with ongoing reports indicating the current portfolio 
risk and analysis of credit exposures.  
 
BBVA Compass has established the following general practices to manage credit risk: 

 limiting the amount of credit that may be extended to individual borrowers and, on an aggregate 
basis, to certain industries, products or collateral types; 

 providing tools and policies to promote prudent lending practices; 

 developing credit risk underwriting standards, metrics and the continuous monitoring of portfolio 
performance; 

 assessing, monitoring, and reporting credit risks; and 

 periodically reevaluating the Company’s strategy and overall exposure as economic, market and 
other relevant conditions change. 
 

For additional information about BBVA Compass’ credit risk, please see “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations - Risk Management - Credit Risk” in Part II, Item 
7 of the Form 10-K. 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3. Risks” which fulfill the home jurisdiction 
comparable disclosure requirements exempting BBVA Compass from section 62 of the Revised Capital 
Framework final rule. 
 
General Disclosure for Counterparty Credit Risk-Related Exposures 
Counterparty credit risk is the risk that the counterparty to a transaction could default or deteriorate in 
creditworthiness before the final settlement of a transaction’s cash flows. Unlike the credit risk for a loan, 
where only the lending institution faces the risk of loss, counterparty credit risk creates a bilateral risk of 
loss because the market value of a transaction can be positive or negative to either counterparty. The future 
market value of the exposure and the counterparty’s credit quality are uncertain and may vary over time as 
underlying market factors change. Counterparty credit risk is also a multidimensional form of risk, affected 
by both the exposure to a counterparty and the credit quality of the counterparty, both of which are sensitive 
to market-induced changes.  
 
Counterparty credit risk is affected by the interaction of these risks, for example, the correlation between 
an exposure and the credit spread of the counterparty or the correlation of exposures among counterparties 
of BBVA Compass. The most common forms of credit risks encountered in trading activities are 
counterparty credit risk, settlement risk, and issuer credit risk.  
 
Settlement Risk 
Settlement risk is the risk of loss when an institution meets its obligation under contract (through either an 
advance of funds or securities) before the counterparty meets its obligation. Failures to perform at 
settlement can arise from counterparty default, operational problems, market liquidity constraints, timing of 
settlement and other factors. Settlement risk exists from the time an outgoing payment instruction cannot 
be recalled until the income payment is received with finality.  
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For transactions conducted on Delivery-versus-Payment (“DVP”) terms via clearing houses or otherwise, 
settlement risk is limited to its pre-settlement component, which is also called DVP risk. It measures the 
negative change in market value of the underlying security that occurs if the counterparty defaults and the 
trade is not settled (the replacement value of the transaction). 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3.2. Credit and counterparty risk” which fulfill the 
home jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of the 
Revised Capital Framework final rule. 
 
Credit Risk Mitigation 
BBVA Compass minimizes its exposure to credit risk in derivative instruments by entering into transactions 
with high quality counterparties that are reviewed periodically. Credit risk mitigation is also utilized through 
legally enforceable netting agreements with derivative counterparties which are applied at the legal entity 
level. 
 
Investment Operations tracks negotiable securities used as collateral and collateral market values 
associated with credit transactions. The fair value of collateral either received from or provided to a third 
party is continually monitored and adjusted as deemed appropriate.  
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3.2.9. Information on credit risk mitigation 
techniques” which fulfill the home jurisdiction comparable disclosure requirements exempting BBVA 
Compass from section 62 of the Revised Capital Framework final rule. 
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Securitization 
Securitizations are used to promote liquidity in the marketplace. A securitization exposure is a transaction 
where the credit risk of financial assets is transferred to a third party and the underlying exposure has been 
separated into two or more tranches, and the performance of the transaction depends on the underlying 
assets.  Thus, credit risk is the primary risk inherent in securitization transactions. BBVA Compass mitigates 
risk through bonds purchased with third party insurance by certain high-quality providers. These 
securitizations are incorporated into the bank’s overall risk management policies for financial instruments.  
 
A portion of BBVA Compass’ investment securities meet the regulatory definition of securitization 
exposures. These securitizations include domestic non-agency residential mortgage backed securities, 
student loan asset backed securities, and collateralized debt obligations. The risk-weight is calculated using 
the Simplified Supervisory Formula Approach (SSFA) as prescribed in the Revised Capital Framework. As 
of December 31, 2018, the credit risk-weighted amount calculated for securitizations under SSFA was 
approximately $102.4 million.  
 
To utilize the SSFA, §_.43 of the Revised Capital Framework general requirements dictates that a banking 
institution must have accurate information on the following five inputs: 

1. Kg is the weighted-average total capital requirement of the underlying exposures. 
2. Parameter W is the ratio of the sum of the dollar amounts of any underlying exposures that meet 

any of the following criteria: 

 ninety days or more past due; 

 subject to bankruptcy or insolvency proceeding; 

 in process of foreclosure; 

 held as real estate owned; or 

 has contractually deferred payments for ninety days or more. 
3. Parameter A is the attachment point for the exposure, which represents the threshold at which 

credit losses will first be allocated to the exposure. 
4. Parameter D is the detachment point for the exposure, which represents the threshold at which 

credit losses of principle allocated to the exposure would result in a total loss of principal.  
5. A supervisory calibration parameter, p, is equal to 0.5 for securitization exposures and 1.5 for 

resecuritization exposures.  
 
There is an important distinction between the scope of securitizations for regulatory capital reporting 
purposes and the population of securitization activity reported in “Financial Statements and Supplementary 
Data - Note 15, Commitments, Contingencies and Guarantees” in Part II, Item 8 of the Form 10-K. The 
potential recourse related to Federal National Mortgage Associate securitizations is not comparable to the 
securitizations described above as calculated under the SSFA parameters. More information on SSFA 
calculated balances can be found on schedule HC-R, Part II, of the Consolidated Financial Statements for 
Holding Companies, FR Y-9C 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3.2.7. Information on securitizations” which fulfill the 
home jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of the 
Revised Capital Framework final rule. 
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Equity Exposures 
BBVA Compass’ portfolio includes equity investments in mutual funds, bank-owned life insurance, and 
nonfinancial equity exposures. While the financial statement presentation of BBVA Compass’ equity 
investments conforms to U.S. GAAP, the valuation and reporting policies specific to the Revised Capital 
Framework are discussed in the following detail.  
 
Mutual Funds 
BBVA Compass values mutual funds based on quoted market prices of identical assets trading on active 
exchanges. These valuations are Level 1 measurements. Under the Revised Capital Framework AOCI opt-
out election, the adjusted carrying value of the mutual funds is the Company’s carrying value of the 
exposure less any net gains on the exposure that are reflected in the carrying value, but excluded from 
BBVA Compass’ regulatory capital components. In accordance with the risk-weighting approaches set forth 
in the Revised Capital Framework, BBVA Compass will risk-weight mutual fund exposures using the Simple 
Modified Look-Through Approach (SMLT). As of December 31, 2018, the credit risk-weighted amount 
calculated for mutual funds under SMLT was approximately $4.3 million. 
 
Bank-Owned Life Insurance 
BBVA Compass’ portfolio of bank-owned life insurance (BOLI) consists of four separate account policies, 
and a smaller amount of general account holdings. These policies are treated as equity exposures to 
investment funds and risk-weighted as such; the Full Look-Through Approach is utilized. As of December 
31, 2018, the credit risk-weighted amount calculated for BOLI under the Full Look-Through Approach was 
approximately $483.4 million. 
 
Nonfinancial Equity Investments 
BBVA Compass has an immaterial interest in nonfinancial equity exposures. These exposures are risk-
weighted using the Simple Risk-Weight Approach (SRWA) as prescribed in the Revised Capital Framework. 
As of December 31, 2018, the credit risk-weighted amount calculated for nonfinancial equity investments 
under SRWA was approximately $2.6 million. 
 
For further details regarding BBVA Compass’ valuation and accounting policies surrounding equity 
exposures, please see “Financial Statements and Supplementary Data - Note 1, Summary of Significant 
Accounting Policies” in Part II, Item 8 of the Form 10-K. 
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3.4.5. Profit and loss and adjustments for valuation 
of equity investments and capital instruments” which fulfill the home jurisdiction comparable disclosure 
requirements exempting BBVA Compass from section 62 of the Revised Capital Framework final rule. 
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Interest Rate Risk for Non-trading Activities 
BBVA Compass manages its exposure to fluctuations in interest rates through policies established by its 
Asset/Liability Committee. The Company believes the interest rate simulation model used to estimate the 
sensitivity of its net interest income to changes in interest rates is an appropriate representation of its 
interest rate risk for non-trading activities.  
 
For additional information about BBVA Compass’ interest rate sensitivity, please see “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations - Market Risk Management - 
Interest Rate Market Risk” in Part II, Item 7 of the Form 10-K.  
 
Please reference BBVA’s Pillar 3 Disclosures “Section 3.6. Interest-Rate Risk” which fulfill the home 
jurisdiction comparable disclosure requirements exempting BBVA Compass from section 62 of the Revised 
Capital Framework final rule. 
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