ABA Banking Journal

DON'T FORGET THE LITTLE DETAILS
Don't miss small cracks while watching the big picture

* * *

We spend much of our time these days trying to figure out how to focus our attentions on the significant, high-risk, bigticket compliance items that are most crucial to our institutions and that can present the greatest potential for compliance
risk. Everyone in the compliance profession is short on time, and long on problems to solve and issues to tackle. So, we
need to budget our limited resources accordingly.

With that acknowledged, I'd like to make an appeal to not forget the Little Details of compliance that may seem to be of
low risk when compared with the newer, more intricate regulatory issues of the day.

Little things creep in...

Not too long ago, I visited a bank and was reviewing its mortgage loan delinquency notices (for the HUD
Homeownership Counseling notice requirement) and found that the required toll-free telephone number on the notice
was misprinted and had been incorrect for many years without anyone realizing it. No one had ever actually called the
phone number to check it. Presumably, no customer ever needed HUD Homeownership Counseling, because the bank
also never heard about the wrong phone number from any or its mortgage customers.

At another bank, I recently found adverse action notices printed with the wrong suite number for the regulator's address
in the ECOA notice. It is a small detail and easily overlooked.
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Compliance risk management is all fine and dandy, but it's also worthwhile to spend time focusing on the little details of
compliance that many of us take for granted or pass over in the search of the non-compliance of the higher-risk variety.

8 little traps to watch for

Don't forget some of these little snares:

1. Check the daily periodic rates on your credit disclosures (does the daily periodic rate multiplied by 365 = the APR you
want it to be?)

2. Do the telephone numbers you disclose on required customer notices actually work and go to the right destination?
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3. Check ALL the wording of the adverse action notices, withdrawal notifications, incomplete notifications, any other type
of customer notification in connection with the loan application process.

4. Review the entire Home Equity Line of Credit application disclosure each year, not just the portion that was updated
for the historical rate index each year (I recently found an error that had been in the disclosure for many years because
of a printing error that was never caught, because only the historical rate index update of the disclosure was annually
reviewed.)

5. Can you calculate your Balance Computation Method for your accounts based on your account disclosure? Does it
match what your system is doing? Has the system changed along the way, but the disclosure was never updated?

6. Check the version of the HUD Special Information Booklet that your bank is using. If it has a date that is older than
2010 it needs to be replaced. It's amazing how many ancient copies of this booklet are still being distributed to
applicants.

7. Take a close look at the wording of the signs in the lobby. Are they still reflecting the correct regulator, addresses, and
main office, or did they not get changed the last time there was a merger, or corporate change?
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8. Even many of the "standard" Regulation Z disclosures such as security interest, prepayment, contract reference, late
charge, assumption policy, and demand feature disclosure are often not reviewed, because we assume that the
forms/loan documentation vendor has programmed correctly. Sometimes there's "operator error" at work or a system
"enhancement" made that unintentionally triggered a change in a different disclosure.

You can probably add to this list of little details that we can watch for. It doesn't hurt to take a short break from the big
picture from time to time and pull out those magnifying glasses.
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You can get word about these columns the week they are posted by subscribing to ABA Banking Journal Editors Report
e-letter. It's free and takes only a minute to sign up for. Click here.
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