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DON'T LOOK NOW, YOU'RE BEING UNDERESTIMATED

By government guesses, you're actually underemployed!

* % *

Those of you out there who are bank compliance officers will be relieved to know that it takes you only one hour per year
to comply with the federal flood insurance regulations, plus, of course, three minutes per loan to obtain the determination;
fill out the paperwork; provide borrower notices; and document the file for examiners and auditors.

At least, that&rsquo;s according to FDIC&rsquo;s estimate of regulatory burden for the flood insurance regulations.
OCC&rsquo;s estimate of regulatory burden is a bit higher at 25.5 hours per year for everything related to flood insurance
compliance.

Is that how much time a bank typically spends on flood compliance? Hardly. It would most likely take more time than that
just to read and understand the regulations&mdash;and the various changes, interpretations, and new Q&As. The
compliance officer would have to use up more than that one hour each year just preparing and delivering the annual
flood insurance training program to lenders and loan staff.

Back in 2007 (the agencies don&rsquo;t publish these burden estimates every year) OCC determined that an average
national bank spends 1,966 hours per year to comply with Regulations B, C, E, M, Z, CC, and DD. If you figure that there
are about 2,000 working hours in a year (allowing for a two-week vacation), that is the equivalent of one individual per
national bank. That ma be feasible if you are just calculating the compliance officer&rsquo;s time relating to those
regulations. However, if you also factor in the amount of time spent by every new accounts representative, lender, loan
administrator, operations staffer, branch manager, marketing officer, and so on, the total amount of time a typical bank
spends on complying with these main consumer regulations is much greater than 1,966 hours per year.

The agencies also estimate that it only takes an institution one hour to comply with the requirement to file a Suspicious
Activity Report. That could be true if you only consider the amount of time it takes to fill out and submit the form. But
there is a lot more work that goes into getting to the final stage of SAR filing. Someone has to identify the suspicious
activity and make a determination that a SAR needs to be filed. Research has to be done on the suspect and the related
transactions. A detailed narrative about the activity has to be written that explains the who, what, where, when, how, and
why about the activity or transaction.

And it doesné&rsquo;t end there. At least one other person has to review and approve what the first person decided to put
in the SAR. Documentation has to be created and retained for each SAR. The SAR has to be reported to the board of
directors. And, then there is all the time and work that goes into research, reviewing, and documenting the &ldquo;SARs-
Not-Filed,&rdquo; for which no burden hours are assigned.

The estimated regulatory burdens that are published in the Federal Register don&rsquo;t even begin to take into
consideration the upfront implementation burden when a new regulation is first introduced or when there are changes to
an existing requirement. Can you imagine what the burden hour estimate would be for just Regulation Z in 2009?

The point is that the regulatory agencies are conducting this exercise of estimating the regulatory burden of
&ldquo;information collections,&rdquo; and it appears that they are woefully underestimating the actual burden that these
compliance regulations generate.

They are required to do this by the Paperwork Reduction Act of 1995, so they do it. There is no evidence of paperwork
reduction taking place as a result.
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Compliance Officers: Don't miss ABA BJ's online coverage of ABA's 2009 Regulatory Compliance Conference. Click
here

Community Bank Compliance Officers: Be sure to check out our other compliance blog, "AML, Fraud, and Other Things.'
BSA expert John Byrne blogs on money-laundering and related matters with a definite point of view. Check it out

ABA/ABA Money Laundering Enforcement Conference, Oct. 11-13, Washington, D.C. : How can you evaluate your
current AML/BSA program for effectiveness? By attending the 21st annual ABA/ABA Money Laundering Enforcement
Conference. o combination of other events -- in-bank or in person -- can equal the quality, scope and value of these three
days of practical and current AML/BSA guidance. Read more.

For ABA Member Banks Only: Get regular compliance news updates with ABA's Compliance Source E-Letter

ABA member-bank employees have access to almost three dozen ABA news and information e-bulletins on important
industry topics. One e-bulletin, THE Compliance Source, is dedicated to becoming your source for compliance
information in the electronic world. Compliance Source is published each Monday throughout the year. In this changing
regulatory environment, every compliance professional should subscribe THE Compliance Source. It will link you to
recent compliance developments and alert you to upcoming compliance events. In addition to regular sections on
"What's New in Review" and "On the Compliance Horizon," THE Compliance Source will have rotating sections including
analysis of compliance issues by ABA staff in the "ABA Reports" section.

For a sample newsletter, click here.  To subscribe, click here
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