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Effective Compliance

Management Programs:

Are You Ready to Manage Your
Bank’s Compliance Risk?
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Compliance Supervisory Perspectives

Our Supervisory Approach

* Risk-Focused Consumer Compliance
Supervision Program:
— Understanding the Organization
— Assessing Institutional Risk
— Defining Examination Activities
— Performing Examination Procedures
— Reporting Findings
— Determining the Supervisory Plan

Compliance Supervisory Perspectives




Compliance Risk Management Program

* How is the effectiveness of your program
determined?

— ldentify
— Measure
— Monitor
— Control
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* Business Strategy ¢ Trade Area Characteristics

¢ Organizational Structure ¢ Past History of Compliance
* Product Offerings and Volume * Regulatory Environment
nherent Ris

Residual Risk
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Compliance Risk Management Framework:
Four Pillars

T o
=

A

/

Policies, procedures,
limits, and training

Risk monitoring
and management info
systems (MIS)

e

Board and senior
management

Internal
controls

i . N W
n i A | i
1 |
| ‘
] ] | .
i i W ALl |
—_— FEDERAL RESERVE BANK OF KANSAS C[Tyﬂ

Board and Senior
| Management Oversight
* Board Responsibilities
* Management Expertise
* Ethical Values
* Risk Appetite/Risk Tolerance

* Involvement
* Responsiveness
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=+ Policies, Procedures, Limits, and
[| Training

e Formality and Approval Practices

e Applicability, Depth, and Coverage of Policies
* Sufficiency of Procedures

* New Activities

* Effectiveness

e Accountability
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ﬂ Risk monitoring and MIS

* Sufficiency and Timeliness
 Effectiveness

* Monitoring Practices

[—————— FEDERAL RESERVE BANK OF KANSAS CITYm



(CITmO) E)

’m Internal Controls

* Reporting Lines
* Independence
e Audit and Review Practices
— Risk Methodology — Frequency, Depth of Scope, and
Coverage
— Documentation
— Follow-up and Reporting
e Oversight
* Effectiveness
* Accuracy and Level of Interfacing/Controls

o Compliance Supervisory Perspectives

Change Management

How well does your compliance risk management
program adapt to changes in the following?

* Business Strategy

* Market Dynamics

e Regulatory Environment
* Organization

* Bank Operations

v Compliance Supervisory Perspectives




Change: Business Strategy

* Introduction of New Products and Services;
Discontinuance of Such

e Branch Additions and Closures
* Product Emphasis and Growth Plans
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Change: Market Dynamics

Competition

Census Data/Demographics

Low- and Moderate-income Persons and
Communities

Economic Conditions

Needs assessment
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Change: Regulatory Environment

e Laws and Regulations
* New Guidance

* New Requirements (e.g. HMDA/CRA reporter,
ISB/large bank CRA)

* New Agency

Change: Organization

* Management

o Staff

e Structure

* Financial Condition
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Change: Operations

* Vendor Relationships
e Systems
* Natural Disasters
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Developing a Strong Foundation...

* Helpful Resources:
— CA Contact Program
— Ad Hoc Advisory Visits
— Fed Connections Communications
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QUESTIONS?
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