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Nary a week goes by that | do not talk to somebody about the concept of a
Compliance Management System, or "CMS" for short. Now made famous by the
CFPB's examination protocol, the CMS has become the sine qua non for federal and
state examination readiness.

| have written extensively on the Compliance Management System. Perhaps these
two articles would be of interest to you:

Policy, Procedures, and Examinations - Part |: Mortgage Brokers
Policy, Procedures, and Examinations - Part Il: Mortgage Bankers

Some companies want to retain us to put in place a CMS, not realizing that, in most
cases, they already have one! There are law firms and compliance firms that have no
problem in charging terrifically and immoderately for something that is largely hiding in
plain sight. Tabulated binders, sophisticated templates, and all manner of bells and
whistles are sold to credulous companies seeking the Holy Grail to the CMS
requirements.

Of course, we work with clients on their CMS needs. But first | let them know that if
they are maintaining certain basic compliance structures, they likely already have a
CMS! Maybe it needs to be reviewed by a firm such as ours, but that review can be
done by just going through the structure itself easily and at a modest fee.

| am going to give you a brief checklist of sorts. Consider it a way to get prepared for a
banking examination, whether state or federal. The checklist tells you what an
examiner is going to look at in determining if you have a CMS.

So what is hiding in plain sight? The structural components that | provide in the
checklist. If you satisfy these components, you will be ready - and many of you
already do satisfy these components - without having to go out and retain a firm to
build for you what you have already built for yourselves!

Archive

2015 (5)
July 2015 (3)
Attorney Immunity — Unshielded for Fraud
Flipped Out!

What is a Compliance Management System?
June 2015 (2)
2014 (1)
2013 (1)

2012 (4)
2011 (2)

Website Powered By

Mortgage Compliance

TEAM TRID™

http://mortgagecomplianceforum.blogspot.com/2015/07/what-is-compliance-management-system.html[7/15/2015 12:22:06 PM]



http://mortgagecomplianceforum.blogspot.com/
http://mortgagecomplianceforum.blogspot.com/
http://mortgagecomplianceforum.blogspot.com/
http://mortgagecomplianceforum.blogspot.com/p/contact-us.html
http://mortgagecomplianceforum.blogspot.com/p/contact-us.html
http://mortgagecomplianceforum.blogspot.com/p/free-subscription.html
http://mortgagecomplianceforum.blogspot.com/p/free-subscription.html
http://lenderscompliancegroup.com/2.html
http://lenderscompliancegroup.com/resources/Policy$2C+Procedures$2C+and+Examinations-Part+I+-+Mortgage+Brokers+$28Foxx.NMP+-+2013.03$29.pdf
http://lenderscompliancegroup.com/resources/Policy$2C+Procedures$2C+and+Examinations-Part+II+-+Mortgage+Bankers+$28Foxx.NMP+-+2013.07$29.pdf
http://lenderscompliancegroup.com/54.html
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/search?updated-min=2015-01-01T00:00:00-05:00&updated-max=2016-01-01T00:00:00-05:00&max-results=5
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/2015_07_01_archive.html
http://mortgagecomplianceforum.blogspot.com/2015/07/attorney-immunity-unshielded-for-fraud.html
http://mortgagecomplianceforum.blogspot.com/2015/07/flipped-out.html
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/2015_06_01_archive.html
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/search?updated-min=2014-01-01T00:00:00-05:00&updated-max=2015-01-01T00:00:00-05:00&max-results=1
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/search?updated-min=2013-01-01T00:00:00-05:00&updated-max=2014-01-01T00:00:00-05:00&max-results=1
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/search?updated-min=2012-01-01T00:00:00-05:00&updated-max=2013-01-01T00:00:00-05:00&max-results=4
javascript:void(0)
javascript:void(0)
javascript:void(0)
http://mortgagecomplianceforum.blogspot.com/search?updated-min=2011-01-01T00:00:00-05:00&updated-max=2012-01-01T00:00:00-05:00&max-results=2
http://lenderscompliancegroup.com/
http://lenderscompliancegroup.com/
http://lenderscompliancegroup.com/

Mortgage Compliance Forum: What is a Compliance Management System?

Seek guidance, where possible.
Seek compliance support, where needed.
Fortify the weaknesses and ensure the strengths.

But first and foremost, take stock of the existing compliance structure. You may be
surprised to learn that the CMS purveyors' fancy binders and due diligence tasks are
already manifest in your Compliance Management System and the compliance
elements are working just fine!

What you need to know is that compliance examinations start with a top-down,
process-oriented, comprehensive review and analysis of an institution’s compliance
management system.

Here's a checklist that a compliance examiner considers:

e the knowledge level and attitude of management and personnel;

e management’s responsiveness to emerging issues and past or self-
identified compliance deficiencies;

e compliance organizational structure such as reporting relationships and
recent experiences with staff turnover;

e management information systems;
e policies and procedures;
e training; and

e monitoring and audit programs.

Based on the results of this review, the examiner may conclude that weaknesses in
the institution’s compliance management system may result in current or future
noncompliance with federal consumer protection laws, regulations, or policy
statements.

Then the examiner determines, based on this analysis, whether transaction testing is
warranted to further study particular risk in an entire operational area or regulation, or
only a limited aspect of an area or regulation.

But, generally, the more confidence an examiner has in an institution’s compliance
management system, the less transaction testing an examiner may do.

Banking departments and federal agencies take the position that the management of
a financial institution is responsible for complying with all federal consumer protection
laws and regulations. Management really cannot slough off the responsibility to lower
level personnel. While the formality and complexity of Compliance Management
Systems will vary greatly among institutions, management is expected to have a
system in place that effectively oversees compliance risk, consistent with the
institution's size, complexity, risk profile, and product array.

If you gear your Compliance Management System to contain the foregoing checklist
elements, and if you understand that examiners are going to manage the examination
based on risk, you will get prepared and may even find that there will be a reduction of
the on-site examination presence. This also means that an examiner might require
elevated supervisory attention if the there are weaknesses that you could

have strengthened all along but, for whatever reason, chose not to do so.
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By focusing on Compliance Management Systems, examiners are able to identify the
causes of deficiencies and suggest appropriate corrective actions designed to
address the problems.

It is a heuristic that works for them.

It should be a heuristic that works for you!
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Notice to Visitors

Information contained in this website is not intended to be and is not a source of legal advice. The views expressed are those of the contributing authors and
commentators, as well as news services and websites linked hereto, and do not necessarily reflect the views or policies of any governmental agency, business entity,
organization, or institution. Mortgage Compliance Forum makes no representation concerning and does not guarantee the source, originality, accuracy, completeness, or
reliability of any statement, information, data, finding, interpretation, advice, opinion, or view presented herein.

Mortgage Compliance Forum is a "discussion venue" that is designed to share information about residential mortgage compliance.

The discussions on Mortgage Compliance Forum do not constitute legal advice from or to other Mortgage Compliance Forum members or any other person. Mortgage
Compliance Forum encourages an exchange of information and views, but is not responsible for the information, comments, advertising, products, resources or other
materials of this site, any linked site, or any link contained in a linked site. The inclusion of any link does not imply endorsement. Your use of any linked site is subject to the
terms and conditions applicable to that site. Mortgage Compliance Forum may be used for lawful purposes only. Please do not post content that is obscene, otherwise
objectionable, in violation of federal or state law, or that encourages conduct that could constitute a criminal offense or give rise to civil liability; that discloses any non-
public transactions, business intentions, or other confidential information; and, that infringes the intellectual property, privacy, or other rights of third parties. Material
protected by restricted copyright, use, or other proprietary right may not be uploaded, posted, or otherwise made available to Mortgage Compliance Forum participants
without the permission of the copyright owner, if such permission is required. The Mortgage Compliance Forum administrator reserves the right to remove content at any
time and without notice that is deemed to be inappropriate and/or in violation of comment rules.
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