REGULATORY PIPELINE
I. MOST FREQUENTLY CITED VIOLATIONS
A. Truth In Lending Act
1. failure to provide a timely ‘Good Faith Estimate’ of the requested disclosures before consummation, or not later than three business days
2. accurately disclosing the finance charge in closed-end loans
3. accurately disclose the annual percentage rate (APR)

4. failure to use a table format for account opening disclosures for open-end (Not Home-Secured) credit plans

B. Equal Credit Opportunity Act
1. improperly requiring a borrower to obtain the signature of a spouse or other person in order to be considered for credit approval
2. timely adverse action notices
3. inaccurate adverse action notices
4. failure to collect government monitoring information primarily for the purchase or refinancing of a principal residence

C. Real Estate Settlement Procedures Act
1. incorrect GFE’s and HUD-1’s
2. exceeding tolerances and failing to reimburse
D. Flood Disaster Protection Act
1. force-placed insurance
2. inadequate insurance

3. untimely and inaccurate determinations

E. Home Mortgage Disclosure Act
1. improper identification of rate spread loans

2. improper classification of loan purpose

3. improper coding of action taken
F. Truth in Savings Act

1. disclosing “annual percentage yield” in advertisements without additional terms
2. providing misleading or inaccurate advertisements
3. failure to provide initial account disclosures containing all required information

G. Funds Availability Act

1. making funds available for withdrawal timely
2. account deposit slips don’t contain required disclosures
3. providing required information when placing an exception hold
H. Electronic Fund Transfers
1. 10 business days for error resolution
2. providing written explanation when an investigation determines that no error or a different error has occurred
3. providing customers provisional credit if error resolution not completed timely

4. providing initial disclosures that contain required information

I. Privacy

1. providing a clear and conspicuous initial/annual privacy notice
2. disclosing the institution’s information-sharing practices in initial/annual notices
J. Unfair or Deceptive Acts or Practices
1. providing inaccurate advertising or misrepresenting services, contracts, investments, or financial conditions

2. failure to provide clear and conspicuous written notice of credit obligation to each co-signer prior to their becoming obligated on a loan

3. participating in unfair or deceptive acts or practices

II. PERCENT OF BANKS NOT IN COMPLIANCE
Source:  98th Annual Report of the Federal Reserve, May 2012
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III.
REUGULATORY PIPELINE
A. Regulation Z and Regulation M
· Effective January 1, 2014
1. The protections of the Truth in Lending and Consumer Leasing acts will apply to consumer credit transactions and consumer leases of $53,500 or less in 2014; and
2. Private education loans and loans secured by real property are subject to the Truth in Lending regardless of the amount of the loan.
B. Regulation Z and RESPA
· Mortgage Servicing Rules
· Effective January 10, 2014
1. Revises provisions relating to mortgage servicers’ obligation to provided disclosures to borrowers in connection with transfers of mortgage servicing; and
2. Manage escrow accounts and requirements to return amounts in an escrow account to a borrower upon payment in full of a mortgage loan.
C. Regulation Z
· Ability-to-Repay and Qualified Mortgages
· Effective January 10, 2014
1. Requires creditors to make a reasonable, good faith determination of a consumer’s ability to repay any consumer credit transaction secured by a dwelling (excluding an open-end credit plan, timeshare plan, reverse mortgage, or temporary loan);
2. Establishes certain protections from liability under this requirement for “qualified mortgages”; and
3. Requires creditors to retain evidence of compliance with the rule for three years after a covered loan is consummated.
D. Regulation Z and RESPA
· High-Cost Mortgage and Homeownership Counseling
· Effective January 10, 2014
1. Expands the types of mortgage loans that are subject to the protections of the Home Ownership and Equity Protections Act (HOEPA) by imposing certain requirements related to homeownership counseling, including a requirement that consumers receive information about counseling providers.
E. Regulation Z
· High-Priced Mortgage Loans
· Effective January 10, 2014
1. Requires creditors to obtain an appraisal(s) for mortgages with an annual percentage rate (APR) that exceeds the average prime offer rate (APOR) by a specified percentage;
2. Provide applicants with a notification regarding the use of the appraisal(s); and 
3. Give applicants a copy of the written appraisal(s) used.
F. Regulation B
· Appraisal Requirements
· Effective January 18, 2014
1. Requires creditors to provide applicants free copies of all appraisals and other written valuations developed in connection with an application for a loan to be secured by a first lien on a dwelling; and
2. Requires creditors to notify applicants in writing that copies of appraisals will be provided to them promptly.
G. Office of Foreign Assets Control (OFAC)
· Effective March 5, 2014
1. OFAC will cease issuing the following .exe self-extracting archives:
· SDALLW32.EXE
· PLCDAT32.EXE and  PLC_DAT.EXE
2. OFAC will continue to provide and update the 32 bit .zip archives known as “SDALL.ZIP” and “PLC_DAT.ZIP”
3. It is recommended that list users take immediate steps to utilize the alternative .ZIP file.
H. U.S. Department of Labor
· Office of Federal Contract Compliance Programs
· Effective March 24, 2014
1. Requires that any subcontracts or vendor agreements entered into by ‘Federal Contractors and Subcontractors’ shall include an equal opportunity clause; and
2. Requires any ‘Federal Contractors and Subcontractors’ to include a tag line in any position vacancy advertisement.
3. Clause
· This contractor and subcontractor shall abide by the requirements of 41 CFR 60-300.5(a).  This regulation prohibits discrimination against qualified protected veterans, and requires affirmative action by covered prime contractors and subcontractors to employ and advance in employment qualified protected veterans.                                                                 This contractor and subcontractor shall abide by the requirements of 41 CFR 60-741.5(a).  This regulation prohibits discrimination against qualified individuals on the basis of disability, and requires affirmative action by covered prime contractors and subcontractors to employ and advance in employment qualified individuals with disabilities.
4. Tag Line
· [Name of contractor or subcontractor] is an Equal Opportunity Employer of women, minorities, protected veterans and individuals with disabilities.
I. Dodd-Frank Act
· Stress Tests
· Effective March 31, 2014
1. Applicable to all bank and savings and loan holding companies, national banks state member banks, state nonmember banks, Federal savings associations, and state-chartered savings associations with more than $10 billion but less than $50 billion in total consolidated assets;
2. The final guidance from the agencies is similar to proposed guidance issued by the agencies last year.  The agencies clarified certain aspects in response to comments received; and
3. The guidance does not apply to community banks.
J. Dodd-Frank Act
· Investments
· Effective April 1, 2014
1. Permit banking entities to retain interests in certain collateralized debt obligations backed primarily by trust preferred securities (TruPS CDOs) from the investment prohibitions known as the Volcker rule; and
2. The agencies released a non-exclusive list of issuers that meet the requirements of the final rule.
K. Dodd-Frank Act
· Trading
· Effective April 1, 2014
1. Also known as the Volcker rule, generally prohibits any banking entity from engaging in proprietary trading or acquiring or retaining an ownership interest in, sponsoring, or having certain relationships with a hedge fund or private equity fund (covered fund); and
2. Effective April 1, 2014, but, the conformance period is extended to July 21, 2015.
L. Dodd-Frank Act
· SEC – Registration of Municipal Advisors
· Effective July 1, 2014
1. It is unlawful for “municipal advisors” to provide certain advice to or solicit municipal entities or certain other persons without registering with the U.S. Securities and Exchange Commission (SEC); and
2. The rule applies to any FDIC-supervised financial institution that meets the definition of “municipal advisor.”
M. Basel III
· Regulatory Capital Rules
· Effective January 1, 2015
1. Strengthens the definition of regulatory capital, increases risk-based capital requirements, and makes selected changes to the calculation of risk-weighted assets;
2. Standardized Approach is effective for all insured depository institutions; and 
3. The rule applies to all FDIC-supervised banks and savings associations.
N. Proposed Rule Stage
1. Amendments to FIRREA Concerning Appraisals
2. Extension of the Temporary Exception for Certain Disclosures Under the Remittance Transfer Rule
3. Requirements for Prepaid Cards (Regulation E)
4. Supervision of Certain Nonbank Covered   Persons - Defining Larger Participants in Certain Consumer Financial Product and Service Markets
O. Pre-rule Stage
1. Annual Privacy Notice
2. Home Mortgage Disclosure Act (Regulation C)
3. Debt Collection Rule
4. Payday Loans and Deposit Advance Products
5. Further Amendments to 2013 Mortgage Rules (Regulation Z and RESPA)
6. Overdraft Rules
IV.
REGULATORY HOT TOPICS
A. Conduct on-site risk management examinations to assess the overall condition of all depository institutions.
1. When problems are identified, promptly implement appropriate corrective actions/programs, and follow-up to ensure that identified problems are corrected.
2. No repeat violations.
B. Assist in protecting the infrastructure of the U.S. banking system against terrorist financing, money laundering, and other financial crimes.
1. A risk-based approach to BSA/AML examinations and OFAC reviews, which allows examiners to focus resources on those areas with the greatest potential risk.
C. More closely align regulatory capital standards with risk and ensure that capital is maintained at prudential levels.
1. The objective of Basel III is to strengthen the capital and liquidity rules for banking organizations with the goal of promoting a more resilient banking industry that can absorb the effects of financial or economic stress.
D. Conduct on-site CRA and compliance examinations to assess compliance with applicable laws and regulations.
1. Includes ongoing monitoring for compliance with Fair Lending Compliance Programs.
2. Institutions that receive unfavorable ratings, and are subject to enforcement actions are closely monitored.
E. Effectively investigate and respond to written consumer complaints.
1. Be aware of industry complaint trends
2. Have adequate resources to investigate all complaints thoroughly
3. Factor complaints into the bank’s risk assessment
4. Report findings to business unit managers, senior management, and to the board
F. The public has fair access to banking services and is treated equitably.
1. This includes both “unbanked” households (those with no checking or savings accounts) and “underbanked” households (those with checking or savings accounts who still rely on nonbank alternative financial services and providers, such as money orders, check cashing services, payday loans, rent-to-own agreements, pawn shops, or refund anticipation loans).
G. Evolving use of Mobile Financial Services
1. Two primary reasons why people chose not to adopt the service were: (1) concerns about the security of the technology and (2) the belief that these new services did not provide sufficient benefits over existing services to justify their usage.
2. 21 percent of mobile phone users, and 42 percent of smartphone users had used mobile banking services in the preceding 12 months according to the Division of Consumer and Community Affairs
H. Third-party Service Providers
1. oversight of service providers is a key component of an effective compliance management system
2. regulators expect financial institutions to have an effective process for managing the risks third-party service providers
V.
MITIGATING CONTROLS
A. Define your compliance risk by identifying high-risk regulations
1. regulators are moving from transaction testing to a more risk-based testing format
B. Apply a risk-based approach to the following areas: 
1. regulatory oversight
2. controls and supervision

3. policies and procedures
4. training and awareness
5. monitoring

6. reporting
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