CONTENTS

SUMMATY Table OF COMEENLS ....c..eeitiiitiiiieit ittt ettt sb e st e et e et e ea e s bt e bt e b e enbeesbesaeesbeenbeenbeenees ii

PART I — RETAIL LENDING EXECUTIVE MANAGEMENT

CHAPTER 1
ORGANIZING FOR RETAIL LENDING EFFICIENCY

Personal Note from Your AUthor Ed PacCe.........cc.oeciiiiiiiiiiieiice ettt s 1—1
Organizing for Centralized Lending...........ccocieiiieiiiiieiieiieie ettt ettt teebeebessaessaesaeessessaesseesseesseenns 1—1
Staffing the Central Loan OffICe ........ccieviieiiiieiieiice ettt be s e e seesreesse e se s 1—3
Branches Own All Consumer, Home Mortgage, and Small Business Loans..............ccoocceveeviecieeieneenieennnn. 1—35
Organizing for Noncentralized UndeIrWIIting .........c.eeveriereerieriieiiesiesie et eieetesteeseeeeeaesaesaesneesseennesneesseenseenes 1—6
Branch Lending Officer Duties and ReSpOnSIDILItIES .........ccuevveriieriieriieiieieeiesteieeie e seeens 1—6
Role of Loan Operations and Credit Department Personnel .............occoiieiiiiiiiiiinienceceeeeeeee e 1—9
Differences Between Small Business Loans and Consumer LOans..........ccceccveeeeiieeiiieeiieesciieeiieesieeeieesveesvee e 1—10
Small Business CommErcial LOAN.........ccuiiiiiiiiiiiciie ettt e te e ve e s e e sibeesaaeessbeessseeeseensaeens 1—10
CONSUMET LLOAIN ...eiiiiieiieciiiecieeeie ettt e st e st e e st e e saae e st eesabeessseessaeeassaeasseesseasseesseensseensseenssesnsseensseenses 1—11
Exhibit 1.1: Consumer Credit APPIICALION ........ccveiviiiiiiieeiieee ettt ettt et eaeereseae e e steeseeraesaeesseeseenseessens 1—12
Exhibit 1.2: Loan ApPlCAtion Card............c.occvieieiiieriieieiieieecteesteeteeeeeteeeteeveesseessesssesseesseesseesaesssesseesseeseessens 1—13
Exhibit 1.3: Commercial Loan BoOKING SHEt..........cceoiiriiiiiiiiiiieiieieeieeeeeeie ettt ae s enne s 1—14
Exhibit 1.4: Commercial Loan Documentation CheckIist.............ceeierieriiriiiiieiieieeie et 1—15
Exhibit 1.5: Direct Loan WOTKSNEE.........cccviiciiiiiieiieie ettt ta e saeesseebeenseenneas 1—17
Exhibit 1.6: Personal Financial Statement .............ccuevieriieriiiieiieriieie ettt ae e ae e snee e eseenseennens 1—19
Exhibit 1.7: Financial Statement and Supporting Information .............cccecevierieiencienienieeee e 1—21
Exhibit 1.8: Monthly Budget WOrkSREet..........ccveiviiiiiieiieciieieet ettt s enne s 1—23
CHAPTER 1A

MANAGING THE RISKS IN YOUR PORTFOLIO

Abide by the Bank’s Written Loan POIICIES .........ccoieiiiiiiiiirieiee ettt I1A—1
DO YOUI HOMEWOTIK .....veiiiiiiiieiiiciieiteecte ettt ettt et ettt st s bt e teebeesbeesseessesbsesseesbeessasssessaesseesseensessnenens 1A—1
Talk t0 PrevIioUS CrEItOrS .. .ccuuiiiiiieiieeitieeiie et eieeeteeetee st e ebeeseteessbeesebeeasseesssaessseesssaensseessseesssesnsseenseesnes 1A—2
PUDIIC RECOTAS ... .eeiiiieiieeiie ettt ettt e e te e st e e st e e ssbeessbeeesbeesssaeasseesssaessseensseessesnsseenseennes 1A—2
Evaluating the Data ........c.cocveriiiriieiiiciieieeiett ettt ste e ea e st e s te e seesseesbeesbeessesseesseessesssesssesseesseessennsenns 1A —3
Customer must be Adequately INSUTEA........c.cccuiiieiiiiiiiecie ettt beebesraesreesbeessesseeens 1A—3
PrOPErty INSUTANCE. ....ccouiiiiiieiii ettt ettt e et e et e st eeesbeesabaesabeesabeessseensseensaesnsaeesnennns 1A—4
Deductibles, Co-Insurance, and Self INSUTANCE ..........cc.veeieiuiieieiiieeceeee e 1A—5
LIADIItY COVETAZE .. vevverurereietieiieteeteettesttesteeteessesetesseesseesseesseenseensesseanseenseanseassesssesssenseensesnsesseesseensesnsenns 1A —5
FIOOA TNSUIANCE ....couvieieeeiie ittt ettt ettt st e st et et e nteessessae s eesseensesnsesnaesseensesnsesseenseenseensenns 1A—S5
KEY PeISON COVETAZE ... eeeeieiieiieieeeieetie ettt ettt ettt e et ete et e st e s at et e e et enteemeeeseeabeenseensesneesneeeneesneenseenseens I1A—6
Ratings Of UNAEIWIILETS .......eouiiiuieitieiieiieie ettt ettt et ce st ettt et e st e e st e e bt e beeneesaeeeseesseeneesseesneeseeneeens I1A—6
CONtINUING GUATANTEES ......eeuveeiieeieeieieeteesteerte et ete et te et e st e teesteesee et eesseaseanseeneeeseeaseaseenseenseenseeseeaseeseenseensesneenns 1A—7
Guarantee Raise Legal and Regulatory ISSUES..........ccueiiriiiiieieieieiee ettt 1A—38
QUAST-GUATANTEES. ....uveeeevieereeetieeteesteeeteesteeaseessseeasseessseessseessseessseesseasssessseenssesnsseessessseesssesssseensesensseenseennes 1A—38
Commercial Real EState DECISIONS.........ccuiiieriieiieiietieieesteeieeteeeesteesteeaeeteeseeeteesseeseesseessesssesseesseessesnsesseesees 1A—38
FINANCIal STATEIMENTS.......ccuiiriieiiiieiieceeseete ettt ettt et e e e e aesteeste e seesseessesseesseessaenseesseessasssessaesseessenssesssenses 1A—9
Financial Statement CertifiCatiONnS............ccuerieriieiiiiiieiieitesieete et e et esteebeebeesaesteesseeseessesssessaesseesseensenns 1A—9
Requirements for Financial INfOrmation .............cc.oeciiiiiiienieniiee ettt 1A—9
Personal Financial StatemeEntS...........coecuieiieierieriieieee ettt ettt saeseae s e sseenseesesnnesneennas 1A —10

6/09 v



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents
vi

Corporations With SUDSIAIATIES.........ccvievvieiirieitieitieie e ste et este et e e st e steesseesseesseessesssesseeseessesssesssenses 1A—10
Quality of FInancial StatemMENtS ...........cc.eeierierieiieiieieeeeseesie et see sttt sreeae e e steesseesbeesseesseessesssessnennas 1A—10
Contractor Financial StatemeEnts. ...........ceeieriieiiieiieiecieseee ettt sttt eaesseesseeteeseenseesesnnesneennas 1A —12
Cash Basis FInancial StAteMENLS ...........cuevieriieriieireiieieseeieesieetestesete st esseeneeeneesseesseenseesseensesnsesnsesssenss 1A —12
Subsequent Financial Statement REqUITEMENES...........c.cccveruieriieiieienieieie et see st sae e enneees 1A —12
Financial Statements ANALYSiS........cueoieiieriieiieiee ettt ettt ettt esre e ae e eneenas 1A—13
Exhibit 1A.1: Financial Statement Analysis CheckliSt..........ccoooiiiieiiiiiiiiieeeeeee et 1A— 14
CHAPTER 2

UNDERWRITING RETAIL LOANS

Consumer Underwriting Procedures 2—1
Receiving @ Loan APPIICALION «......ouiiiieieieiee ettt ettt ettt aeea et e b e steseeebeeeeese et eneaseeeeenene 2—1
Terms for Unsecured Personal LOAMnS........cc.coiiiririiiinieriiesieeiee ettt sttt 2—2
CTEAIt APPIICALIONS ... .ecvveieieitietietieteeteettesteeteeereettesteesteesseessesssesseessaesseesseasseassesssassaesseessenssesseenseensesssesssesseensennes 2—3
Age, Income, and EMPIOYIMENL .....ccueeruiiiiiiiiiieiieiteiiee ettt sttt steeae et esaesteesseesseessessseessesssessnesseensennes 2—3
RESIACIICE. ...ttt ettt ettt b e bttt a e bt be s h e ea e e st et et e st e e bt s bt ebt et en b e b e e e b e 2—4
Debt-t0-INCOME RALIOS ....vetitiiiitiiiieieieteret ettt ettt ettt et s a bbbt bt et e b e benee b e 2—4
(05 (e U = ] o) o PSS 2—4
L0810 DOCUMEIETATION ...ttt ettt ettt et et e st et et et ees e s bt e bt e teemeeeaeesseesae e st aneeenseeseenseeseeseensesneesneesneenseanes 2—5
APPLICALION TNEETVIEW ...ttt ettt et ettt e st e et een e e st e e st et e e seemteeaeesmeeeneesseenseenseenseeneenneens 2—5
General Mortgage Credit POLICY ......c.eoiiiieiieieeee ettt ettt et e ee et st esae e eeenes 2—6
Use of Standard Loan Application FOTMS ..........cccciiiiieeiiiiiiieciie ettt sre e see e e saee et eeene e 2—6
Credit Report and Other Credit DOCUMENTAtION ..........ceevuieriieiieeieeeiecteecte et eteeee st steeaeeeeeeeesreesbeesseessessnens 2—6
Underwriting Standards for Home Mortgage Loans 2—8
EMPlOYMENt StADIIIEY ....eevvieiiieiieitieieeie ettt ettt ettt et eebesaesseesseesseesseesseesseessesseesseenseensesssesssesseensennes 2—9
TNCOMME SOUICES ...ttt ettt ettt et et sbt e s bt e bt et ee b e e et e sb e e bt e bt et e satesaeenbeenaeenee 2—9
Income from Rental PrOPEITY ......c.cccviiiiiiiiiieiieieseete ettt ettt e et esta e beesbeesaessaesaeesseenseenseessens 2—10
Other REal ESLAtE ASSEES.....ceteiitintirtietieieeitetet ettt ettt ettt ettt st b ettt et e st st e b sbeebteseeste e entesbesbeebeeneen 2—10
Other Income and Income from Self-EMPIOYMENt ...........cccociiiiirieriieiieieeieeee et 2—10
Alimony, Child Support, or Separate Maintenance Payments.............ccccvvvveriereerieneeienieseee e 2—11
F N ) AN o) 0] T2 11 () USSR 2—11
N £ PSSR 2—11
Liabilities and Payment RECOTA..........ooiiiiiiiiieie ettt st be et se b be e eneenean 2—12
INEE WOTEH .ttt ettt et e e e s h e s bt e s bt e bt e st e s at e s bt e bt e bt embeeateesteebeenbeenees 2—13
CTOAIE REPOIT ...ttt ettt ettt et e e et e bt et e esbeeebeessesta e asesseesseesseesseesseeseeseenseesseessesssessseseesseensennnas 2—13
Small Business Underwriting 2—14
UNAETWITEING PTOCESS ....ivviivieetieiietieteeteste st et eteetesteettesteebeesseesseesaesseesseessaessesssesssesseessesssesssesssesseenseessenssens 2—15
Credit BUICAU REPOIES ......eiiiieiiiieiieit ettt ettt sttt ettt e e e e steesteeseesseessessbesssesseesseessesssesssessnenns 2—15
Financial Strength of PrincCIPals ..........cocieiirieeieieieee ettt ettt e e st beenseesesnsesnnesnnenns 2—15
Asset Coverage (Collateral) as a Secondary Source of Repayment .............ccooceevieriiiieciinienieeeeeieeene 2—16
TIME TN BUSINESS ..ttt ettt b et b ettt bbbt bt bt ebteat et et e besbeebeeaeen 2—16
TYPE OF INAUSIIY ...ttt ettt et e et e s st e ae et e eneeeneeeseesseesbeenneenseeneesneeeneenne 2—16
CaSh MANAZEIMENL .......eeiieiiieitieie ettt ettt et et e et este e bt e te e et e ateesee st emeeenseeneeeseeaseenseenneenseeneesneesneens 2—16
0 1 T4 11 1TSS 2—17
Scoring the NINE FACOTS .....cc.eiuiiieieieieiee ettt ettt sttt e st se et et e b et e besbeseeebeeneenes 2—17
Determining the GIAE ..........oouoiiiiiiieeieeee ettt ettt e et et e be et e st e st ens et e teabeseeeneenean 2—19
Attributes of the Loan ApPliCation FOIM ..........cc.coiiiiiiiiiiiiiiieieccie ettt sae e re et aeeae e e eaeebeeaveenneas 2—20
BUsIness INfOrMAatION ... ...c.ceiiiiriiiiiiiteet ettt et sa e bt et et bbb enean 2—21
OGN REQUEST...ccueieiiiieiie ettt ettt ettt et et e et e st e st esabeesabeesebeeenseessseesssaesnsaesaseensseesnseennseenasaennee 2—21
STGNATUTES ....euveeuveeeieeitesitesee st ete et e et e s tees bt ebeessaessessaesseesseesseesseesseassanseenseasseessessaesseesseessesssesssesseessenssenssensenns 2—21
COrporate RESOIULION. ....c..iiiiiieiieiieieete ettt ee st e st e st et e e ste et e s st et eesseenseensesssesseenseensesnsesnnesnnenns 2—21
Owner and/or Guarantor INfOrmation............cecueciiririiiiiriii ettt 2—21

StateMENt OF GUATANTEE .....eevvveiiiieieeceeieee ettt ettt e e e e e e et e et e e e eeseaaaaeeeeeesseastasseeeeesssstaseeeesesassrnnees 2—21



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
vii
Commercial Loan Underwriting 2—22
BaaSICS .ttt h b b h et bbb bt bt h e a et et e bkt b e eh e bt ea e e st et et be bt eneenean 2—22
BOTTOWET™S CRATACTET .....ceeeutintitiieitceteee ettt ettt et et ettt bt bbbt st et et nbesbe b eaeen 2—22
MaANAEMENt ADILIEY .....eeiiiieiieiieee ettt et e st e s e et e et e eseesseeseenseenseensesssesseenseenseenseennesneenne 2—22
PUIPOSE ..ttt ettt ettt bt et e e bt e bt e bt e e bt e e bt e e hb e e ba e e nate e beeenaeeennee 2—23
Primary Sources 0f RePAYIMENT .........uiiiiiiiiieiieie ettt ettt ettt et s bt e b teeteeaeesneesnee e 2—23
Secondary Sources of REPAYIMENT .........ooiuiiiiiiiiiiiiiiei ettt ettt e e 2—23
Industry, Economics, and Other Considerations ..............cceecuerierierieriieieeieeiesteese et see e ee 2—24
Bank’s Loan Grading SYSTEIML.......ccuiiuiouiiieieieiete sttt ettt ettt e e ste ettt e st es e et e sesaeseeebesaeebeeneensensenseaseeseeseenean 2—24
EXCEOPLIONAL (A) c.vieiiiieiie ettt ettt ettt e et et e et e et ee et e e esteeesbeeasbeesssaeassaesssaeassaesssaessseeasseesnsaensseennsaennes 2—24
QUAITLY LOANS (B) -ttt ettt ettt ettt ettt a e e st et et et e eb e teeneent et e teebeeaeeneenean 2—24
ACCEPLADIE LOANS (C) ..viviiiieiiieieeiieie ettt et ettt e e tte et e ste e teesbessaesstesseesseesseasseessesssensaeseenseesseensesssesnsesseenns 2—25
SUDSLANAATA (D)...euviierieiiiiiecieceee ettt ettt e et este st e te e bt esseeseesseesseessaessasssesssesseesseassesssesssesseesseensenssens 2—25
DOUDLUL (E) .ottt ettt et e st e st e st e e e e seessee st enseenseensessaesseeseenseenseensesnnesnnenns 2—25
01T 2 USSR 2—25
WaALCh LiSt LOANS (W) .eeiiiiiieiiieeieeit ettt ettt sttt et e te e e s e e ssee st anseenseensessaesseenseenseensesnsesnnesneenns 2—25
Other Loans Especially Mentioned () .......cccueeiiiiiiiiiiee oottt ettt ettt ee e ne 2—26
UNTALEA (U).eiiiiieiii ettt e et e e et e ettt e e teaesbeesaseeeaseeessaeasseeessaaassaesnsaaasseesssaeansasansaennseesnseeansenans 2—26
Loan Underwriting DOCUMENTATION .......oc.ieitiiiieieitieitierte ettt ettt ettt et e st e bt e steeaesneesaeesaeeneeeneeeneeas 2—26
Loan APPLCAtION Car .........cceevuieiiiiiieiieieeeteeie ettt ettt e ebeetee s e e steesseesbeesseessesssesseesseesseesseensesnsessnenns 2—26
Credit ANALYSIS ESSAY .....oouiiiiiiiiie ittt ettt sttt ettt e e et e st e e bttt s e st e st et e teebeeaeeaeenean 2—128
Financial Statement SPreadSEets .........cvccviiiiiiiiiiiicie ettt b e s teeste e ae b e ereenaeeane e 2—129
PrICING SREEL. ... eeutiiiieiicie ettt ettt ettt et et e et e st e s te e beesbeesbesseesseeseesseesseessesssesssesaesseensesnsesssesseenns 2—30
Sample Loan Underwriting/Approval Package ..........cccccveviiriieiiieiiiiecieieeeete et 2—30
Getting the Loan Package APPrOVEd........c.cocveiuiiiiiiiiiiieieeie ettt ettt et beeaesseesaeesseessesseesseeseenseessens 2—30
L0aN SiZN-OFF PTOCESS .. .viiuieieieiieiieit ettt te s te st e st e st esaeesaesste s st enseenseensesssesssesseenseensesnsesnnesneenns 2—31
L0an AUhOTIEY CAtEZOTIES ...eouveruvereieiietieteeiteeitesteeteeteetestesseesseesseesseessesseenseesseensesnsesssesssesseesesnsesnsesseens 2—32
Authority to ISSue Letters Of Credit.......covviiiiieiieiieii ettt ee e e st eeenseeneeas 2—33
Additional Credit to Classified BOITOWETS .........c.coiiiiiiieiieieeiect ettt 2—33
Loan Portfolio Structuring POLICY ......cceeriieiieiieiee ettt ettt ettt ettt s e s e neeeseeneeas 2—33
Working Capital Loans and LINeS .........ccceceerieiieiiiieeeee ettt st ae e sneesnee e 2—33
Commercial EQUIPMENt LOANS ......c.ecoviiiieiiiitiiiticieeie ettt et ete ettt s e eseebeesbeessestsestseseesseessesnnessnenns 2—34
REAL ESTALE LLOAIS ..ottt ettt ettt st b et et e a e et e s bt e nb e b e e bt et e et saeesaeene 2—34
L0an ClOSING PrOCEAUIES .......ecciiiiiieieiicii ettt ettt e st esteebeesaesteesteesteesseesseessessseseessaessesssesseesseenseensenssens 2—35
Managing Documentation EXCEPLIONS........c.eccuiiierieriieiieeieieesteeste e eeesteesteeseessesssesseesseessesssessaesseesseensesssenssens 2—35
Credit File Organization and AdMINIStration ...........cccverueerieicierienieriiesteeeeeeesreesseeseeseseeesseesseessesssesseessesssesssens 2—37
0 4 T o Ted S TSRS 2—37
LLOAN PLICINE ...evtiiieiieteeie ettt ettt ettt et et et eeste s st e s s e e s e enseesaesseesseenseenseasseesaenseenseenseensesnnesnsesseanseansennsens 2—38
Exhibit 2.1: Loan ApPliCation Card............ceecuerieriieriieiieeieseesieenit et eteeeeesteeteessessaessaesseesseessesnnesseesseenseensenssens 2—39
Exhibit 2.2: Commercial Loan BooKing ShEet............ccoiiiiiiiiiiieieeeee et 2—40
Exhibit 2.3: Commercial Loan Documentation CheckIist.............cooieiieiiiiieiieiieeee e 2—41
Exhibit 2.4: Business Credit APPIICALION .........coviiiiriieiieiieie ettt ettt s see e se e e eneas 2—44
Exhibit 2.5: Business Loan Grading SREet ............cocoeiiieiiiiieie et 2—46
CHAPTER 3
MODEL LOAN POLICIES
ACH RiISK MANAGEIMENL.......etiitiieietieiieieteeteet ettt ettt ettt eseest et et e teeeeebe e st eaeeasensenseaaeeseabeeseeseeneansensenseasens 3—1
DEDIt TTANSACHIONS ...ttt sttt ettt ettt ettt b bt ht et b et e e s bt e e bt s bt ebt e st es s et et eebesbeebe e st est et enbenbenteanes 3—1
Credit TTANSACLIONS. .. .etiteetieiieiieie sttt ettt ettt ettt b e bt et et e et et e e b e s bt eb e e st e st et et ebesbeebeeaeest et enbenbenaeanes 3—1
Allowance for Loan and Lease LOSSES .........ccuiririririeiiieeriesesi ettt st sttt 3—2
Policy Implementation GUIAELINES ........c.ceverieriieieiieiiesie et eee sttt et este e seesesaessaesseenseenseenseensenneens 3—2
ASSCE-BASEA LENAING ......eeitiiiieiieiieieeiieteee ettt et et et e et e et et e e be e seensessaesseessee st ensesneesseenseenseenseenaennaens 3—2
FLOOT PIANNING ...ttt ettt et s e et e et et et e e st e s st e bt enteemeesneesmeesneeseenseenseeneenneans 3—3



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
viii
Concentration of Credits and Loan Portfolio DiversifiCation.............cocovereririiieienienieneseseseeeeeee e 3—3
Policy Implementation GUIANCE .........ccceecviriiiiiiiieiieii et esieeie e etesee e e beesaessaesaeesseesseessesssesseessenssenseens 3—4
Co-Maker and GUArantor SIZNATUIES ..........ceeruieruieriereierteseerteeteetestessteseesseessessaesseesseassesssesseesseesessesssesseenseenes 3—4
COMEAKET OGNS ...ttt sttt et ettt b e bbbt bt et et et e st e bt eae bt et et e be st ebes 3—4
ECOA (Regulation B) COMPUANCE .......c.eeieiiieiieieeie ittt ettt et ete st steesseeseenesneesseeseenseenseensesneens 3—5
CONtINUING GUATANTEES .....e.veeeienieeieeeiieetieete et eteettesueeseeesteeeeeaeeeseesseateenseesseaseeaseeseenseensesneesseanseenseenseeneenneans 3—6
Consumer Lending POLICIES .......cc.ueiuiiiieie ettt ettt ettt es e st e st e et e beeeeeneesneesneeseenes 3—6
Statement 0f GENEral POLICY ........cuiiuiiiieiiee ettt et eaeesne e e 3—6
Policy Implementation GUIAANCE ..........cc.eiuiriiiuiiieiieieiee ettt ee ettt se et et e s e e e nbesbeeaeenes 3—6
Revolving Lines of Credit (Not Secured by Home EQUILY)......ccociiirieiriieieieese e 3—7
Direct Consumer Term Loans (Not Secured by Real EState) ..........ccocoeeriiieiiiiieieneneceeeeeeeeee e 3—7
Home Equity Loans and Lines Of CIedit.........cciicuiiiiiieniieiiciieieeeesieeie ettt eee e saeesse s esseessennnens 3—7
Residential Real EState LOAIS .....c..coueiuiiiiiiiieieriinieeieeitee ettt sttt ettt 3—8
Credit ADMINISIIATION ....c.eovtirtiitirteeteeeet ettt ettt b et eb ettt sa et e s bt e bt et et et e st e st e e bt saeebeeatenbenbenaenbenae 3—8
FINancial StAtBMENES. .......c.coiiiiriiiiriieeiteet ettt ettt ettt et et ettt sb e bt et eb et et et et enes 3—9
GUATANEEES ....conveeitieiieeiteeit ettt et ettt ettt ettt et e s b e e bt et e st e sabesaeesaee bt ematems e ebaeeueeebeesbe e beenneenseennesanenanenne 3—10
REAl ESTate APPIaiSALS ... .eiiuieiiieiiieie ettt ettt sttt ettt et e s ae e ae e et et e en e e eneesbe e be e st eteennesnneeneene 3—10
ENVITONMENTAL ......oiiiiiitiiiiee ettt ettt e st e et e et eae e e st e ss e e bt e teentesmtesbeenneenseeneesnneeneene 3—10
B3T3 2 TSR 3—10
Credit Reports and Trade CRECKS.........ccuiiiiiiiiiiieiicieceeceseete ettt st ve e b e e aneeaneeane e 3—11
Loan Agreements and Covenant COMPIIANCE .........cc.eiieierierieiirieeteee ettt sttt ettt see e eaeeneas 3—11
Accounts Receivable and Inventory Collateral MONItOTING ..........ccerirtirerieieieiesie et 3—11
Desirable, Undesirable, and Prohibited LOANS.............oooviiiiiiiiiiiieiicceee et e 3—11
DESITADIE LLOAMS ...ttt ettt b e bbbt e a et e e e s b e e bt s bt bt e st b e at et et b bt ebeenean 3—12
UNAESITabIe LOANS ......euiiuiiiieiiieiteeteit ettt h bttt et e ettt e b bt ebe et et e b e s tesbesbeebeene 3—12
ProhibIted LOANS. ...c.veiieiieiieitetetetert ettt ettt ettt ettt et beshe e eaees 3—13
EXCEPHIONS £0 POLICY ..eoutiiiieiiiiie ettt ettt e sttt ettt e st e s et et e enseessessaesseenseenseensesnsesneesseanseansennsens 3—13
Environmental RiSK ManagEMENt ............cocieiiiriiieiieiierieetieieeiestesieesteesteeteeeesseesseesseenseenseensesssessaesseenseensesnnes 3—14
BaNK POLICY ...ttt ettt ettt et a e ae ettt et e e st e h e e be e st e beeteenneeneeene 3—14
General Credit Management POLICIES ........cc.eeiuiiiiiieiieie ettt ettt et st e s e eneeeeeeneeas 3—15
FINancial STAtEIMENTS. ........ooouiiiiiieie ettt ettt ettt et e s e st e te et e en e eneeeseesbe e neeseeneesneeeneene 3—15
GUATANEEES ...ttt ettt ettt ettt a et e bt ea et e et e eb e e e b e e bt e bt e e bt eatesaeesbee bt emeeemteebeeeb e e bt e sbeenbeenbeenbesmeesneesaeenne 3—16
ReEal EStAte APPIAISALS...eccviieiieeiiieiieeiieeiteeette et e et e eteesteesaeessbeessbeessseesssaensseessseessseesssaessseesssaessseensennse 3—16
ENVITONMENTAL ...ttt ettt ettt b e bbbt et be et et et e besbeebeenean 3—17
TIISUTAIICE ..ottt et et st be e bttt et eat e e et e s bt e s bt e bt et e et satesbeesbe e enee 3—17
Credit Reports and Trade CRECKS.........ccuiviiiiiiieiicieeieceestee ettt ettt sba e seesbeesaesnnesnne e 3—17
Loan Agreements and Covenant COMPLIANCE ........eecveeruereieriierierieerteeeeeteeeeseeeteesseesessessaesseenseesesnnesseenns 3—17
Accounts Receivable and Inventory Collateral MONItOTING ........ccvveeveeierierieniierieeie e eeesee et eae e seeeeeens 3—18
Geographic Lending LiMItatiOns .........cecuiervieieriesiiesieitestesteseeesteeteeteseeesteeteessesssessaesseesseensesnsesssesseenseensessens 3—18
Indirect CONSUMET LOANS. ......cceiiiiiitieie ettt ettt ettt s e st e et et e st e e s e e ebe e teensesaeesneesneesaeeseenseeneens 3—19
Policy Implementation GUIANCE ............eeiieiiiiiiiiieiie ettt ettt e et st eseeeee e enee e 3—19
Lending to Non-Profit OrganizZations .............c.eeeerieriereeie e seeesttete e e eeestee e eteeaeeseesseesseeseensesaeesaeenseeseeneens 3—19
StAtEMENE OF POLICY ...ttt ettt et sttt be et e st et en et e beebeeeeeneeneenes 3—19
TOITIIS . ettt ettt e e e e b e e b e s bt e bt et e e at e ea et e bt e bt et e en bt e e bt e bt e eb e e bt et e e bt entesaeenbeenteenee 3—19
EqQUity REQUITEIMENLS «...c..eitiiiiiiiiie ettt ettt sttt ettt et s bt e sbe e s bt e bt e saeesteseeesbeeneeenee 3—20
REIYING ON PLEAEES ...c.vviiiiiieiieie ettt sttt et ettt e b e e esbeesbeessessaesseesseessesnsesseessnenseenns 3—20
UNAEIWIIEIIIE ..veviiiieiieie e et ette sttt et te st e steebeesseesseesaesseesseesseesseessessseseesseesseassesssassesseassenssenssesseeseenses 3—20
LEtterS OF CIEaIl .. e.veteteitieieeiieiet ettt h ettt et et b e bbbt eb e es e et et et e e bt sbeebeeaten b et enbeebesbeebeenean 3—21
Uniform Customs and PTaCtiCeS .........ceueiiriiriiririinienieeiietetete sttt sttt ettt sttt sae e sbe e eae 3—21
Standby LetterS OF Credit.......ouniiriieiieieeiesieieeie ettt ettt e st ettt e e tessaesseesseesseensesnsesseesseenseensennsens 3—22
Legal Lending LAMIS ......c.ccciioieiieseeit ettt st e st et e s ee st e seesseesseeseessaeseenseensesnsesnsesnsesseenseansennsens 3—22
Limited Liability Companies and Partnerships...........ccooeeieiieiieriei ettt 3—22
Limited Liability COMPANIES. ......eeiuieiieieeiieetierteeteeieeteeitestesteesteeeeeeessee s st eseenseeneeeseesseesseeseenseeneesneesneene 3—23
Limited Liability PArtnerShips .........ocuoiiiiiiiieeeee ettt ettt ettt sbe e eaeeneas 3—25

Lines of Credit and GUIAANCE LINES .......ooviiiiiiiiiieeie ettt e e et e s e e e e e etaeessaaeeesanaaeessneeeesnnnns 3—26



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
ix
Understandings With CUSIOMIETS .......c..ccvieriiiieiieitierieeteeteetesteesieeseesessaesseesseesseesseesseessesseesseessesssesseesseenses 3—26
Terms, Rates, and AIMOUNTS.........ccoouviiiieeieeiiiie et e e e et e e e et e e eeaeeeeeaeeesertaeeseesaeeesesseessntaeeeseareesenneeeas 3—26
IIISUTANICE ..ttt ettt et ettt e s bttt ettt e as e s aeesbe e bt esbeesneeanesaee et enneeane 3—27
COIIALETAL ...ttt h bt bt e et et b e s bt b e e bt eae et et et na e bt sh e bt st e et et et be e 3—27
Non-Seasonal Lines 0f Credit.......coeuiriririeiiiiiniierieieeeee ettt sttt saesbe e eee 3—27
GUIAANCE LAMES ...ttt ettt s e s et e bt et e ene e e st e e st e st e et emteentesmeesaeenseemeeeneesneesneenseenes 3—27
o 1 N D11 1 o) 0 3 TSP 3—27
L0an APPIOVAL POLICIES .....eetieiiieiieeiietiee ettt sttt ettt s b et e e et eeseesseesseeneesntesneesaeeseanseenneas 3—28
Directors’ Loan COMIMITIEE .........eeruiiiieiiriietieieete ettt te st ettt st st e st e e teesteesteeseesbeenbeenbeemteenbesmeesneesaeenne 3—29
L0an AUhOTILY CAEZOTIES ...eveteruiieietieiieieieete ettt et et et etestesteste et e eaeeseeseenseneeaseetesaeeseeneensensansenseasesseeneenean 3—29
Authority to Issue Letters Of Credit........ooieiiiiiiiiiii ettt s 3—30
Additional Credit to Classified BOITOWETS ........cccriiuiiiiieieiirieseetereet ettt 3—30
LL0AN GIAQINEZ ... eecvieiieiieie ettt ettt et e bt e bt et e e sbeetaeste e seesseessesseesaeesseesseesseassesssenseesseessaessesssesasesseenseensenssens 3—30
Policy Implementation GUIAANCE ..........cceevveeriiriieriieiiesienie ettt ettt e e seaestae e esseensessaesneesseensesnnesnnenns 3—30
Loans Not Subject to Bank EXamMINAtions ..........cceccverierierieiieiieniesieeteeeeseesieesesaesaesseesseesesnaesseesseenseensenssens 3—32
Statement 0f BanK POLICY ......cccviriieiieiieiesieiieie ettt ettt ettt te s e s aaesse e seenseensesneesseenseenseensens 3—32
o a0 o (3| o1 o) o TS SPR 3—32
PATTICIPALIONS ...ttt ettt ettt et et e e e e s et e et e bt et e eaeees e e eae et e e bt en s e enteeheeebe e neeteenneenneeneene 3—32
Minimum AcCePtable GIAE ........ocuiiiiiiiiieieee ettt ettt st sae e te e et e saeenee e 3—33
UNIAETWITEINE ..ottt ettt ettt ettt e et e et e et e et e eb e eseem e em s e s e beeseeb e eseeneemse s e seeaeebeebeeaeeneeneanseasesaeaneeneanes 3—33
SETVICIIIZ. ..ttt ettt ettt et e b e s b et e et e e at e e ae e e bt e sb e e bt ea bt ea e e eb e e be e bt embeenteeaeeeheenbe e bt enteenneas 3—33
Shared National Credits (SINCS).....coviivieiiiieiieie ettt ettt et steesteesbeesbeessesraesaeesseesseessesssesseeseensesssens 3—33
O1l (OF GAS) WEIl LENAING.....ccviiiieiiieiieiieieetteettete ettt e st steebeesaesteesteesbeesseessesssesseesseessesssesssesssesseeseensenssens 3—34
Are Oil and Gas Interests Real or Personal Property?..........ccoocvivierieriieiiieiiciesiesieeie et 3—34
Oil and Gas Documentation PrOCEAUIES.........co.eiiiiriiieieieiee ettt s 3—35
Overdrafts and NSE TEEIMS .....cc.eoiiiiririieieee ettt sttt ettt et st b et ebe et et e aeneenbenaea 3—35
REAL ESTAte LONAING.......eecvieiieieeiieiiiesiteie ettt ettt e e st aeste e s e e seenseenaesnaesseesseanseenseenseensesssesseenseenseensennnes 3—36
L0an-t0-Value LIMIES .....eoteiiiiriiieiietieeee ettt ettt ettt ettt et et sbesae b eneen 3—36
4 Lo B I 1 PSSR 3—37
Acquisition and Development (AD) LOANS .........cooiiiiiiieiiieeeeieeie ettt 3—37
CONSTUCTION LLOAIS. ...ttt ettt sttt ettt e at et e bt et e e teeneeeneesseesaeenaeeneesneesneenseenes 3—37
Term Commercial MOTTZAZES. ... .couieuiiriiiiietieieete ettt ettt sttt et e e et e e satesbeesbe e bt enbeseeesbeeeeenee 3—38
Real Estate APPraiSal REVIEWS ......coiiviiiiiiiiiicieeieeie ettt ettt ettt te et veeaveettestaesteesbeessesssesraesseesseeseenseessens 3—39
Comment Sheet Must Be Attached to the Appraisal Review FOrm ........c.cccoovevieiieciiicenieieecee e 3—39
Specific INAUSIIY LENAING........cccviiiiiieieieitieit ettt ettt e ste e bt e saesseeeteesseesseesseessassaesseeseesseessesssesseenns 3—40
AGEICUITUIA] FINANCING. ... .ctiiiiiiiiiiciieeieeie ettt e ste e teeaesstesaee s st e seesseesseesseesaesseesseesseessesssesssesssansennns 3—40
CONLACLOT FINANCING ....evveiiieieieiiett ettt te et e st e st e st et e et e s eeesse e seesseenseensessaessaenseenseensesnsesnsesnnenns 3—41
Dealer INVeNntory FINANCING .........cccieiiieiieieriieiiee ettt ste sttt et et e st et esseesseessessaesseeseesseensesnsesnnesnnenns 3—41
Equipment Leasing Company FINANCING..........ccvecieriiriieiieiieriiesie e eeeeeesieeeeeeeeseesaessaesseesseensesnsesnnessnenns 3—41
Other Specialized INAUSIIIES ........eiiuiiiieiiee ettt ettt ettt et e e st e s b e bt e e e teeneesneeeneene 3—42
Specific Loan Types and PUIPOSES ... .coouieiiiiiiiieieieie ettt sttt ettt e s e bt e teesbeeseeaeeneesneene 3—42
Committed Lines of Credit; GUIAANCE LLINES.......cooouveiiiiiiiiiiiieiiee ettt eaaaeee e e 3—42
OVEIATATES ...ttt ettt ettt b e e h e es e et ea e be et e beeseeaeenten s e s e eaeebeeseebeeneentesenseaaeeaeas 3—42
LTS OF CIEaIt. .. eeuteiuieiiieiiieit ettt ettt ettt st e sb e e bt e bt e et e eatesbee s bt e bt e beenbeeneesaeesaeenne 3—42
L0aN PaTtiCIPATIONS .. .eevieitieeiie ettt eteeeteeerteeetteeteeeteeeteesbeeesaeessseessseeasseesssaessseessseessseessseenssesssseessseenseense 3—42
Transactions With AFFIHHALES ........coiiiiiiieie ettt s 3—43
EQUIPMENt TErM LOANS ....ecviiiiiieiieiieiieiteteete ettt eteste st e steebeesbeessessaesssesaesseessesssesssesseensesssesssesseens 3—43
Government GUAranteed LOANS .........ceuiieriiriiriiiieei ettt sttt ea ettt sa et be e ebe e 3—43
Stock or Bond Secured LOANS ..........cc.oouiiiririniiiiieiee ettt sttt 3—43
Cash Value of Life Insurance (CVLI) Secured Loans...........c.ccveirrierieniieiienieniesiesieesie e see e eeens 3—44
Loans Secured by Time Deposits and Regular Savings ACCOUNTS .........cceeierieriereriieiie e 3—45
Loans Secured by Standby Letters of Credit ........cveiiiiiiieiieiiee e s 3—45
Unsecured Commercial LOANS. ... ..cc.oiuiiieiieiieieet ettt ettt ettt st e et e se e seeeteeneeeneesneens 3—45
Loans Secured DY ANMNUITIES ........couiiiiieieieieeteee ettt ettt ettt ese e et e e sbeete s bt eteeseeneensesteeeabesaeeneenean 3—45

Special Categories Of BOITOWETS ........coiiiiiiiiiiiiitieiiet ettt sttt ettt e e sbe e bt e beebeeaesaeesaee e 3—45



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents
X

Loans to Executive Officers, Directors, and Principal Shareholders...........ccccvevieviivciiiiienienieiccieceenn,
LLOANS 10 TIUSES ..vtiiiiieiiiiiiiee ettt ettt e e e e ettt e e e e e eesatrateeeeeeassseaabeeaeeeasssssssaaeeessansssssaeaeeesenssnssaneeaeens
Loans to EXtErNal AUGITOTS. .......ccuiiiiuiiiiriieiie ettt eiee ettt e eveeeveesebeeeaseesebeessseesabeessseessseessseesareessaenens
Loans to Political Candidates/Political Campaign Organizations .............cecceeevereuesreeseesseeseesneeseeseesseeneeens
Tract Development, Raw Land and Residential Construction Loans ..........c.ccoccoeverereneeienienenenineneneneenee
RAW LANA LOANS........oiiiiiiie e e e et e e e e et e e e e e e e eaee e e eeaeeeeeeneeeeeenneens
Tract Development Lending.........cc.oooiieiiiiiiieiee ettt ettt ettt ettt et e st s bt e bt e e eteeneesneeeneene
Residential ConstrucCtion LOANS...........cccuiiiiiiieieeee et e e e e e e e et e e eeaee e e eeaneeas
Condominium FINANCINE .....coiuiiruiiiiiiieieeeet ettt ettt sttt e st ettt e it e sbeesbe e bt e teenbeeaaesaeesaeene
TYING ATTANZEIMENLES ......eeutieuteeiieeite ittt ettt ettt e et e et e et e eab e eeteebtesbeesbee bt e bt eatesateeaee et e enbeenteeseesbeesbeenbeenseeneesnees
Workout Loans and Other ProbIem ASSEIS.......c..cocuiiiiuieiirieeeieeeeiee et et eete e et e et e et e eeaeeeeveeeaeeetveeeaeeereeeneeenns
INOIACCTUAL ...ttt ettt ettt e e et e e e tve e et e e et e e eaaeeeareeeaseeeaseeesseesseeataeeesseesaseesaseessseesaseesaraenans
CRATZE-OTTES ...ttt ettt ettt et e et e bt et e e beesbessbesatesseesbeesseesseessesssanseesssessaesseenseensesnsesseenns
Other REAI ESTALE.......cccuiiiiiiciieciie ettt ettt e e e e v e e st e e sabeesaae e tseessaeesseesasaessseessseesareesaseenens
Troubled Debt RESIIUCLUIIIES ......eevveriieiieiieieeiesteieeteete s te st e st ete et eestesseesseesseensessaesseesseesseensesnsesnnesnnenns
Exhibit 3.1: Real Estate ReVIEW FOIM.........ccciiiiiiiiiiiiiccece ettt s sv e beesaveesane e e

CHAPTER 4
RETAIL LOAN ADMINISTRATION

Loans Not Subject to Bank Examinations

Why There Are Loans Not Subject to Bank EXamination.............ccoceeiieiiiiiiiieiieieeeeesee e
Rules for Placing Loans in This “Basket” ...........ooiiiiiiiiieeeeeee et

Recommended Set of Loan Grades for the Bank

Grading @ CONSUMET LA .....cuiiuiiiiiiieietee ettt ettt ettt e e et et b e et e ebeeaeene e s et e beasesteebeeaeeseeneanseeens
FINANCIAl STIENELN.....coviiiiiiiiieiee ettt sttt e ste st e saeesseesbeesbeesbeesaessaesseessaesseessesssenens
CTOAIE HISTOTY c.vevieiieiieie ettt ettt et et e et e bt et e e b e esaessaesseesseesseasseaseeessasseenseessaassesssanssenseessaesseensennsensns
EMPlOyMENt StADIIIEY ...cvveiiieiieiieii ettt ettt be e st e st e saeesseesbeesbeesbeessessaesseeseenseenaesneenees
Purpose and Loan SHUCKTULE..........ccuerieriieiieieeie sttt e sttt e st eteeee e e seeesseesseenseansesssesseenseenseensesnnesens
Secondary REPaymMENt SOUICES .......c.cecveeieriirriieieeiesie et et eteete et e tee st esteeeaessaesseesseesesnsesnsesseesseanseenseans
Bank Central Information File (CIF) Information.............ccecveeierierieniieieieeieeieeeeeie e e
Determining the GIAE .........ooviiiiiiei ettt ettt et e et e bt e e en e esee e s eesbeebeeseenaeeneeens
Responsibility for Grading and Re-Grading............ccccevieiiiiieiieieeeeeeee e

Grading ComMMETCIAl LOANS.......coueiuiiuieeieieee ettt ettt et et e st e st e e bt eae e st et e e saesteebeeaeeseeneenseeens
Lo ADIIEY £10 PAY ...ttt ettt ettt bttt b e st e st et et e et et e bttt beeneent e e et s

2. FINANCIAl CONAILION ...ttt ettt sttt es et e et e sb e ebe s bt ea e e st entene e eetesbesaeeneenean
3. ManaZEMENT ADIIILY ....ccveeivieiiiieeieciesie ettt ettt e e taeste e beebeesbessaesseesseenseesseesseessesssenseeseenseennas
4. Collateral and GUATANTOTS ........cc.eeteierierierteeteeie ettt ettt s bbbt eaeeat et et e be st e sbe s bt ebeestestensentensenbesaeebeeneas
5. L0N STIUCLULE ...ttt ettt ettt ettt s bt et e bt et e bt sbeesbe e bt et e eatesbtesbeenbe e beemaesaees
6. INdUSLTY and ECONOIMICS .....eevieieiiieiiiesiieiie ettt ettt setestaesteeste e st ssaesseesseeseesseenseensesseenseensesnsennnas
HOW t0 Score the SiX FACIOTS ...cviuiiiiiiiiiieiieiietcereser ettt sttt
Calculating the GIAC .......ccveiuieieeie ettt ettt et e st e st et e st enteenseesaessaesseeseensesnnesneesseenseenes
Model Commercial Loan Grading SHEEt..........c.ooiiiiiriiiieiieiiere ettt ee e ene
Grading Small BuSINESS SYSTEIMI.......coiuiiiiieiieiieiieitiete ettt ettt ettt e e s ee s st ebeeaesneesntesaeesaeenseenseeneeas
Scoring the NINE FACOTS ........oouiiiiiiieieeie ettt ettt ettt s eee s et e aeetesneesaeenseeneeeneeas
1. Credit BUICau REPOTLS .....cccuieiiiieiieeiieeiieciteetee st e et e et e esteeseteesbeesateessseessseesnsaessseesssesssseessseessseesnsennnns
. Financial Strength of PriNCIPALS ........ccoiiiiiiiieeeee ettt s
. Collateral as a SOUICe Of REPAYMENL.......cc.eouiiiiiiiiiieieieee ettt sttt ebe et e b e eneeneas
. TYPE OF BUSINESS ..evviiieiiiiiiiiite ettt ettt et e st e et e esbeestesseesse e seesbeesseessesssessaesseesseessesssesssenseenns
. Accounts Payable PrOMPINESS. ......ccccviriieiiiiieiieceeie ettt ettt te et e e b e eebessaesaeesseessesssesseessnenns
. TImMe N BUSINESS (BUSINESS).....ccuvieiieiieiieiieieiiesieesieeteete sttt bt ebeeeseesaesseesseesseessassaesseesseessesssesssesseenns
. Time in BUSiness (PrINCIPAL) ....c.covuieiiieiieieeieciieieee ettt ettt ettt e s e ssaesseenseenseennesnnesnnenns
. Money Kept in Banks (BUSINESS) .....c.eecuieieriieriieiiieiesiestesieesieeeeseesetesseeseessesssesseesseesesnsesssesnsesssesseenns
. Money Kept in Banks (Principals) .......ccceeoueeieiieiieeee ettt

O 03N DN WL IN



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xi
Determining the Grade to Be Given to a Small Business Loan...........c.ccceeveviieiiecieiienienieeie e 4—18
Small Business Loan Grading SHEEt ...........cccccueiiiiiieiiiiiiiiesteicee sttt esaessee e esseenseesseas 4—18
Tickler Files for Portfolio Administration 4—18
Loan Department TIiCKIEr SYSEEIMS .......cocuieriieiiiiieiierierieeie ettt ettt et e e besaesseesseesseensesneesseenseensennsens 4—18
Maintenance and Use of the TiCKIEr FIleS .........ccueiiiiiriiiieiie ettt st enee s 4—19
Overdraft Administration Procedures 4—19
Overdraft Protection for Consumer CUSTOIMETS ........cc.eeiueerirerieeiertienteeieeteeteeeteesteeeeeeesseeseeesseeeeeneesneenseeneeeneens 4—20
Overdraft ProteCtion FOIM..........ooiiiiiiii ettt ettt ettt te e te st e st esaeeneeeteeneeas 4—21
Loan Approval Procedures 4—22
Two Alternative Loan Approval PrOCEAUIES .........c.eccvieiiiiiiieiieeie ettt ettt ettt steebeeeaesraesaeesaeeseesseessens 4—22
L0an Sign-Off PrOCEAUIE. ......cccuiiiiiiiiieit ettt ettt et et b e b et e e st saeesbeenbeenteentens 4—23
Directors’ LOan COMIMITIEE ..........eerueerieeiieiesteesiieteeteetesteesseeseessesseesseesseesseesseassesssessesssesssesssesssesssesseesseessenssens 4—24
L0an AULNOTIEY CALEZOTIES ...veeuviieiiieieseietietieteetesteesteesteesteseeesseesseesseesseassessaesseesseessesssesseessaessesssesssesseesseessenssens 4—24
Authority to ISSUE Letters Of Credit........ccviriiiiiiieiieiieit ettt e st et e enseensesssessaenseennas 4—25
Additional Credit to Classified BOITOWETS ..........ceeoierieriieiieieeiesiiese ettt ettt te et e ensessaessaesseennes 4—26
Officers’ Loan Committee AILCIMALIVE .......c.eecuerieriieiieiteeiestesteete et et eseee et e e entessaessaesseeseessesnnesneesseenseensennsens 4—26
Credit Files Administration 4—27
IMPOTrtance Of Credit FIleS .......uiiiiiiiiiei ettt ettt a ettt e te et e st e s st enteeneeeneeas 4—27
(5 (e U 0] U 1<) SRS 4 —28
FOLAET OT@ANIZATION ... eueeuieiteie ettt ettt sttt bttt eat et e e et e teebe et e eseeseen s e s e b e aaeeaeebeeseeseeneensensenseaneeseaneenean 4—128
FOlder FIliNG GUIAANCE .......coueeieiiete ettt ettt bttt s st e et e et e e be st e e bt eeeeseeneensessenbeabesseeneenean 4—29
Credit Files and Lender Liability AVOIAANCE. ........ceueiiiiiiiiiiiiie ettt s 4—29
ANNUAL FI1E PUIZINES .....veviiiieit ettt ettt ettt et et e st e steesteesbeesseessessaesaesseessesssesssesseessesssesssesseenseensenssens 4—30
Credit FIlINEG SYSTEM...c.eiiiiiiieiiiieiiesieeit ettt et e e et e etestesteesseessessseessesseesseesseessesssesssesseessesssesssesseenseensenssens 4—30
AIPRADELICAL FIIINE ....viiiiiiiiieie ettt ettt bt e b e eseesta e beesbeessesssesseessaessesssesasesseenseenseensens 4—30
File CONLIOL PrOCEAUIES .....eovieiiieiesiieiieit ettt ettt e et e e et e s st et e e teenseessessaesseesseensesnsesnsesseenseansennsens 4—31
Credit Files ReCOrd REENTION .......cceiviieiieiieiicieciieiteie ettt ettt et bessaessaesseesesnnesneesseenseenseensens 4—32
Exhibit 4.1: Questions and Answers (Issued by the OCC 0n 4/26/93) .....ccooeveeierieiieieeeeieseee e 4—33
Exhibit 4.2: Commercial Loan Grading SHEet...........ccoociiiiiiiiiiii ettt 4—36
Exhibit 4.3: Small Business Loan Grading SHEet...........ccooeiiiiiiiiiiieeeieeseee et 4—137
Exhibit 4.4: Overdraft Protection Authorization FOIM..........ccoooiiiiiiiiieieee e 4—38
PART II — CONSUMER LENDING
CHAPTER §
GUIDELINES FOR CONSUMER UNDERWRITING
Consumer Protection REGUIAIONS .........cc.ooriiiiiiiiiiiiieeeee ettt ettt s 5—1
General Consumer Underwriting GUIAELINES. ........co.eeieieieriiieie ettt ebe e ens 5—2
ADPPIICALIONS. ... teieeiieteete ettt ett et et et e et e ete e te e seesseestesseesseesseesseasseessasssassaessaessesssesasasseensesssesssesseenseensennsens 5—2
RESIACIICE ...ttt ettt ettt et e et e s e e s teesae e beesseesseeseesseesseessaessaesbesssesseesseensesssesssenseenseensennsens 5—3
Income and EMPIOYMIENL.........ccciiiiiiiiieiieit ettt ettt et esaesatesseenseenseeneesseenseenseensens 5—3
Debt-t0-INCOME RALIO .......ieiieeieeiieiieiieie ettt ettt et et et s et e e e es e ensesaaesseesseensesnsesneesseenseensennsens 5—3
Credit BUI@aU REPOIS ......eciiieieiieie ettt sttt ettt et et e st e enteesaessaesseenseensesnsesseesseenseensennsens 5—4
Collateral VETIfICATIONS .......ceiuieriietieieetieet ettt ettt et e ste et et e e e e et e bt em e es e e eseesseesseeseeneesmeesneesseenseenseeneens 5—6
(07073Te] 13153 o o DRSS 5—6
INSULANCE COVEITAZE ...nveueeeuietieteete et et et et e bt et et e saeesaeesae e et eaeeeaeees e e st anteenteeseeeseeaneenseensesmeeeneenseeseenseeneeas 5—6
Consumer Revolving Lines Of Credit.........ooouiiiiiiiiiii ettt et s ebe e ens 5—6
EIIDIE COIALETAL. .....eitiiieiieeeeeee ettt ettt ettt b et eb e et en b et et e ebesbeebeeneenseneenseneeeneenes 5—6
RALES .ttt ettt ettt st ettt st ettt et s b e s b et s s bt ebeeearees 5—7
CTEAIE CAIAS...uvieiieiieitiettete ettt ettt e e et e e bt e ste e beesbesseesseesseesseesseasseessasssessaessaessesnsesssesssenseensenssenssenseans 5—7
Overdraft ProteCtion LINES ........ccccuieiieiieiesiieie ettt este ettt steebe e e esbessaestaesseesseessesssesseesseesseensenssens 5—7



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents

X11

Consumer Installment Lending............ccoeieriiiiiieiiiieiieiecieete sttt te e st saeesteeaeeseeeteesseesseesseessaessesssesssesssenns 5—8
Underwriting and SrUCTUIIIG .......cvevvieriieiieieeeeieeie e see st esteeaeseesteesseesseessesssesseesseessesssesssesseessesssesssesssenns 5—8
RALES ANA FEES ...uuiiiiiiiiiieeiee ettt ettt e bt e et e et e e e teeeabeeebeeeabeeeabeeeaseeeabaeenseeesaeensaeenseeenneas 5—8
DOWN PAYIMENLS ...ttt ettt ettt e st e s bt e st e e sabeesabeesabeesabeesabaesabeesabeesnsees 5—8
IMMBEUTTEICS ...eovvvieiieeiireeette ettt eetteeeiteeeteeeete e e teeeteeeaeeesaeeasseeasseeasasensesensaeeasaeensaeensasansseansesensseansesensseensesenseeensens 5—9

Home Equity and Home Improvement Lending...........ccccoiieiiiiioiiiieiieeee et 5—10
A T g 1 U TSROSO 5—10
INEETESE RALES ...vviiiiiiiii e et e e e e et a e e e e e e e ttaaeeeeeeeeearrraeeeeeeeeanraaeeaaaens 5—10
L0an-t0-ValUeE RALIOS .....ooouviiiuiiiieii ettt ettt ettt e et e et e eeteeeeaeeeteeeaeeeteeeaeeeaseeenseeenveeeneeenes 5—10
Flood Hazard DeterMINAtiON ..........ccoueeiuieeieeiieeeeeeeteeeeteeeeteeeeteeeeteeeeteeeeteeeeaeeeeseeeeseeeeseeeeseeeeseseseeenseesseeenns 5—11

Consumer Loan Extensions, Modifications, and CoOllECtIONS ............coovieiiiuiiiiiiiie e e e 5—11
Extensions and MOAIfICATIONS .........cc.ioiiiiiiiiiiicciie ettt ettt et eetee et e eteeeteeeeaeeebeeeseeebeeeaseesaveesraeenns 5—11
COIIECTIONS ...ttt ettt ettt ettt ettt ettt e et e et e e etaeeetaeeetaeetaeestaeetee e taeetaeenteeensaeenteeensaeenbeesassesaseeenseesaseesseenans 5—11

CHAPTER 5A

MODEL CONSUMER LENDING POLICIES AND PROCEDURES

ConsSUMET L0AN POLICIES ....c..evitiiiiiiiiieieteeet ettt sttt ettt ettt et e e 5A —1
Fair Lending POLICY ......coouiiiieieeieieeee ettt ettt et e e st e s et e e snaesnee s st ensesnnesnnesseenseanseans 5A —1
RENEWALS ...ttt ettt e bttt et et eae et e et et e em e e es e e e b e e aae e beenteeneeeneeeneenteenteens 5A—1
L0ans t0 NON-DEPOSIIOTS. .....cueirtietietieieeieet et et ettt ete st e et e bt entees e sseesse e seensesneesaeesseesseeneesneesseenseenseans 5A—2
(010 RLY -1 gl 0 1 LRSS 5A—2
Conflict-Of-INtETESt LOANS .. ..c.eiuiiiiitieteit ettt ettt ettt at e st e e et e stesbeeaeeaeeneeneeneenean 5A—2
TIUQUITIES ¢ttt eeiee ettt ettt ettt ettt e et e et e e e e eaaeesabaeesseessbeeesseessseeassaesasaaassaeassaeasseenssaensseensseessessseanssenne 5A—2
INtEIVIEWING APPIICANLS .. .euieiiiieieitiete ettt sttt ettt et e et et e te s bt et e e bt eseese e e e teabeeaeabeeaeeneeneensensenean 5A—2
Central INfOrmation FIlEs .........cccoiiiiiiiiiiieeee ettt sttt 5A—3
Credit BUICAU REPOIES ......iiviiiiieiieiieiicieeiesttete ettt sttt et e et e st e st este e b e esbeesbessaesseesseessesssesssesseesseensenns 5A—3
Time in the Area and Terms of EMPIOYMENt ..........cccivviiiiiiieriieiieiceieseeieee e ese e 5A—3
Type of Employment and Income VerifiCation ............ccoecueeierierieiieieeiesieie et 5A—3
Acceptable Levels OF DEDE .......occuiiiiiieieieieee ettt s st s e nse e eaaeenseenbeenaensaenneas 5A —3
Personal FInancial STateIMENLS ........cc.evereririeiiietetestestesie ettt sttt ettt et eenees 5A —5

Evaluating the APPLICATION ....cc.eeieieieieitiee ettt ettt ettt et esae et e et e e st e eaeeeseesseesseeseeneeeneeens 5A—S5
Character 0f the BOITOWET .......coouiiiieiieeiee ettt ettt et et et e st e s et e seeeeeneeeneesneeneeeneeens 5A—S5
The Purpose 0f the LLOAN.......ccuiiiiiiiiiiciieieeieetee ettt ettt ettt e ebeeabeesaesaaeeraesreeseenseans 5A—5
Source of Loan REPAYMENt ........ccoiiiiiiiiiiieieieeee ettt ettt sbe e et s 5A—6
Secondary Sources of Loan RePayMeNt ..........ccoeiiieiiiiiiiiiiiieceeee ettt 5A—6

ClOSING the LLOAN.....ccuiieiieitieiieie ettt ettt e e et e et e e saesteesbe e seesseessesseesseesseenseesseessasssessseseessennsesssenses 5A—6
Due Dates and TEITIS .....cc.eeuiiiiiiiirieiteiteet ettt ettt ettt b e bt be st e st et e be st e ste s bt saeebeeseeaseneensan 5A—7
Preparing DOCUMENTATION .........ccverieriietieteeteite st et eteeteettesteesseesseessesssessaesseesseessesssesssesseessesseesseessesnsenns 5A—7
CLOSINE StEPS .uvveuveetieieeiesiterterttetteteettesttestteseessesstesseesseenseansesnsesseanssenseanseassesssessaeseensesnsesnsesseesseenseenseans 5A —7

S (<15 o) 4 PP 5A —7

Grading @ CONSUMET LOAMN..........ccouiiiiieiieieeieieit ettt ettt ettt e st e st et eesbeesaesseeseesseensesseeseenseensesnsennns 5A —8
FInancial STrEN@tR.........coouiiiiiei ettt ettt et e et e bt esbe e teete et e neesne e teenteens 5A —38
(05 (e U = DT o) o7 USSR 5A—9
EMPloyment StADIIIEY ......coiuieieiie ettt ettt sttt et et et eene e aeeteens 5A—9
Purpose and Loan SIIUCLUTE.........ueeeuiiiiiieeiie e eieeeieeeiee st e et e st esteesebeessaeessbeessaeesssaensseessseenseesnseennseens 5A—10
Secondary REPAYMENT SOUICTES ........ccueruiruirtiriieiieieieterteete ettt eteeseestestestesbe bt eseeseessesesessessessesneeseeneensenes 5A—10
Bank Central Information File (CIF) Information............ccccciivviiiiriieniieiieieceeeteesie e SA —11
Determining the GTAAC .......c.cocviiieriieiieiieteeeeeteete ettt e et sa e e sa e st e ste e seesseesseessesssesssesseessesssesssenses 5A —12
Responsibility for Grading and Re-Grading.............cccovvverieriieniieieeiesieieeie et see e eeas 5A —12

Nonaccrual and Charge-Off Consumer Loan POLICY .........c.ocieiiriirieriieiieieciesieee et ens 5A —12

Credit and Collateral FILES .........coiiiiiiiiniiieiieee ettt sttt ettt sttt enaen 5A —13

Unintentional DISCIIMINATION ...........coeeuviiiiirieeeeteeeeeeeeeeeeeeeeeeeee e e et eeeeeaeeeeereeeeeereeeeensseeeeeseeeensreeeenreeeeennnens 5A —13



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xiii
CHAPTER 5B
CONSUMER LOAN PROCESSING PROCEDURES
The Six Phases 0f Loan PrOCESSING .........c.cccuirieriieiieiiiiesteseeie e etesteesaeeseesseessessaesseessaessesssessaesseessesssesssesses 5B—1
BN 070 F o7 o) o TP SP 5B—1
VOTITICALION. ... .ecviietii ettt ettt e et e et e e b e e e b e e s abeaeabeesebeeeaseesabeaesseessseesseessseesseesseensseensseesneanes 5B—5
Analyzing, Evaluating, and Underwriting ..........cccecverieriierieeiieeiesieesieesteseeseeseeesee e sseesseesseesseensesssessaensens 5SB—6
[OF0) 451111310 1<) s | SRR 5B—38
1 00 1Y USSR 5B—38
AdmInistration and SEIVICINE ... ...eecuieieiieitieitere ettt ettt ettt e et e bt esteeaeeeesaeesseesaeeteenseeneesneesseenseas 5B—38
Personal FINAnCial STAEIMENTS ..........ccuiiiuiiiiuieietieicteeeetee et e eete e et e eteeeaeeeeeeetaeeeaeeeeteeeeaeeeeseeeeseeeesseeeseseeseeeeseeenns 5B—9
Exhibit 5B.1: Personal Financial StAtemMENT ..........c..ooiuiiiiuieeiieeiie et eeee ettt et et eeeeeeeeeteeeeaeeeeveeeaee s 5B— 10
Exhibit 5B.2: Financial Statement and Supporting Information..............ccceevevierieeeiiiiienieneee e 5B—12
Exhibit 5B.3: NotiCe 0f AAVEISE ACHION......c..coiiiiiiiiiiiiecieeeiee et et e et e et e ereeete e eteeeeareeetaeeereeeeteeereeereeeseean 5B— 14
Exhibit 5B.4: Direct Loan WOrKSNEEt .........c.ooocuiiiiiiiiiii ettt ettt eeveeeaee s 5B—16
CHAPTER 6
MAKING SPECIFIC TYPES OF CONSUMER LOANS
LI GONETAL.....oeiiiiiceeeeetee ettt et e et e et e et e e s ab e e e beeeabeeeabeeeabeeeabeeeabeaeabeeatbeeaabeeeabeeeabeenareesabeenareas 6—1
IL. Unsecured Consumer Lending........c.cccuerieriieiiieiiieiesieseesieeiesteste st et enteestessaessee st eesseessesssesseesaesesnsesnsessnenes 6—1
N g0 T ] TSRS 6—2
S < 4 o WO USROS 6—2
(O 2 1 SRS 6—2
D INSUTANCE. ...t et e e ettt e e e ettt e e e et e e e etaeeeeeateaeeeateeeeeaaeeeeesseaeeesseeeensseeeenaeaeans 6—2
B CAULIONS ..ot e ettt e et e e et e e e et e e e e eateeeeetteeeeaaeeeeeaseaeesteaeeeteeeeenaseeeeareaeans 6—2
F. EXCEPLIONS 10 POLICY ...ttt ettt st st sb e nae e enre s 6—3
TI1. AULOMODILE LLOANS ....veiiiviiiiiieiie ettt ettt ettt e e e et e e e ae e e abeeeabeeeaveeeeseeeabeeabeeensesesaeensesensaeenrens 6—3
AL PUIPOSES. ...ttt ettt ettt ettt et e et e et e e s bt e sabeeeabeesabeeeabeesabeeeabeesabeeeabeeeabeeeabee et eeenbeeenbeeentaeenbaeenteas 6—3
Bl DEIINITIONS ..ecuviiiiiiitii ettt ettt ettt et et e et e et e eeteeeeteeeetaeeteeeetaeeateeeetaeentesebaeeareseaaeereeeteeenteas 6—3
C. Terms and MaxXimUIM AMOUNES ......cc..eeveriiuiierieeiteeeeeeeeteeeeteeeetesesseeesesesseeesesessesssesssssessesssssesssessnsessses 6—4
D INSUTANCE. .....ivieeeiie ettt e ettt e e ettt e e e tbaeeetbaeeeastbeeeesssaaeesssaaeasssaesasssaeessssaaaaassseeeanssaaeensssaeanns 6—4
E. Perfecting the Collateral...........ocooiuiiiiiiiiiiee ettt sttt ettt ee e e et 6—4
I O 1 1 (o) o -SSR 6—4
(6 LY, (0] 1770y 7e] 1SS 6—5
H. EXCEPLIONS t0 POLICY ...ttt ettt ettt be bt beeatese et e tesbeebeebeeneens 6—5
IV. Home ImMProvement LOANS ..........uiiiiiiiiiiiit ettt ettt ettt e et e e sttt e e et e e e eabteeeennbeeeennsaeesannneeas 6—5
AL PUIPOSES.c..tieeeieeiit ettt ettt ettt e et e et e eabeeeteeeabeeasseeeaseesaseeasseeanseeesseesnbeeenseeanseeenseeenteeenseeanaaeenreeansaeenreas 6—5
Bl DEIINITIONS ..ecuviiiiiiciie ettt ettt ettt ettt e et et e eete e e eteeeeteeeetaeebeeeeteeeateeeetaeenteeebaeeabeseaaeenteeeteeenreas 6—5
C. Terms and MaximuUmm AMOUNES .......c..cooveeiuireiieeiteeeeeeeeteeeeteeeeteeeeseeeeseseeseeesesesseeessesenseessesesssessesenseeesens 6—6
D INSUTANCE. ...ttt ettt e ettt e e et e e e et e e e e eatbeeeeatseeeeaabaaeaaasseeesassaeeasesaeeaansseeeassseeensssaaanns 6—6
E. DOCUMENTALION .....eicuviiiiiieciie et ettt ettt ettt e et e e et e e eebeeeaseesebeeeaseesabeasaseesaseeessaeeasesesseansesensseenseseseeensens 6—6
FoCAULIONS ..ttt ettt ettt e ettt e et e e et e e e beeeabeeeabeeeabeesabaeaaseesabaesaseesasaasasesensaaensesensaeensaeensaennsens 6—7
G. EXCEPHONS T0 POLICY ...eieiiiieiieii ettt sttt et ettt ettt e st e estessaesseenseensesnsesneenseenseenseansens 6—7
V. CD and Savings SeCUIEd LOANS .........eiuieiieitieieeie ettt ettt et ettt e et ee s bt e be e aeeeeeeneesseesaeesseenseenneeneeas 6—7
N g0 T ] PP SSS 6—7
B. Terms and MaxXimum ATNOUNES ...........oeeeiueieeeeeeeeeeeeeeeeteeeeeeteeeeeeeeeeeeaeeeeeeaeeeeeeaaeeeeesseeeeesseeeeeeeeeeeaseeeeans 6—7
G COIIALETAL ...ttt e ettt e e et e et e e ete e e eteeeteeeeteeeteeeeteeeteeeeteeeteeeeaeeeteeeteeeaeas 6—7
D CAULIONS ...t et e e ettt e e ettt e e e eateeeeetaeeeeetaeeeeeateseeeasseeeesseeeetteeeeeseeeeeeaaeeeeareaeans 6—8
E. EXCEPLIONS 10 POLICY ...ttt ettt ettt b e bt eb et e st et et e beebeebeeneens 6—38
V1. MODIlE HOME LLOANS ....cvviiiiieiiiiciieeeee ettt ettt ettt e e e et e e teeetaeeetaeeaaeeetaeeasesesaeenseeeseeenreas 6—8
AL PUIPOSE .ttt ettt ettt e st e et e e s abeesabee s ab e e eabee st e e eab e e sa b e e eateeeabeeenb e e et eeenbeeenbaeenteeenbaeenteas 6—8
Bl DEINITIONS ..eouviiiiiiiiie ettt ettt et e e te e e eteeeteeetaeeabeeetaeeabeeesaeeasesensaeensssensaaanseeesaeenreeensaeenreas 6—8

C. Terms and MaxXimumm ATNOUNLS ...........eeeeiueieeeereeeeeeeeeeeiteeeeeereeeeereeeeeteeeeesseeeeesreeseeseeeeessseeesnseeseesrreeeans 6—9



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents

X1v

D. Perfecting the Collateral ...........cvevvieiieiiiiiiieeeie ettt ettt e e e s taesaeebeessessaesseessaesseenseessans 6—9
B CAULIONS ...tiviiiieieeie ettt ettt ettt e st et e esbeestesatesseesseesseesseessesssesssessaesseessesssesssesseensesssesssesseenseensenssens 6—9
F. EXCEPLIONS 10 POLICY .. .eiiiiiiiieiieiiee ettt ettt ettt e eaaessaesseeseenseennesnnesnnenns 6—10
VII. Cash Value of Life INSUTANCE........c.cccveiiieriieiieeie ettt ettt ettt et e e saaesseesseesseenaesneesseenseenseensens 6— 10
AL PUIPOSES. ..ttt ettt ettt et et e b et b et e bt e e b et e bt e e b et e bt e e bt e e bt e e bt e e nateenbeeenaeeens 6—10
B. Terms, Rates, and MaxXimum AINOUNES ...........cooveruuriieeeiiieiieeeeeeeeeeeieeeeeeeeseeesnaeeeeesesesssrseesesssssssseseeeess 6—10
O 1) | 7<) 1 USRS RPRPRRURIOY 6—10
| D IO 1313 o) 4 TSRS RUSTRPSIOY 6—10
E. EXCEPHIONS t0 POLICY ... eiiiiiiiieiieit ettt ettt ettt e bt et e be e saeesaeeae 6—11
VIIL Furniture and APPIIANCES........ccocviieiiieiiieeiieiiteete e st e eteesiteesteeesteeesaeeetaeesseessseeasseessseesseessseesssesssseessseennns 6—11
AL PUIPOSE .ttt ettt ettt e st e et e ettt esabeestbeessbaeasbeeasaeeasseessbeesseeassaensae e sbeensbeeasbeeasseeanseennseeanbee st 6—11
B. Terms, Rates, and Maximumm AINOUNTS ..........cccviiiiriieiiieeeeeieeeeeeeeeeeeeeeeeetreeeenseeeseenreeeesaeeeeenseeesennneeas 6—11
G TNISUTAIICE. ... ittt ettt ettt ettt et e et e s bt e s ateesabeesabeesabeesateessbeeasseessseensseessseesseesaseensseesnseennseennsaennse 6—11
LD I 0 73 Y SRR 6—11
L O 11 T} 1T SRR 6—12
F. EXCEPLIONS 10 POLICY .. .eiiiiiiieiieiicie ettt ettt ettt et eenaesesesseesseenseennesnnesnnenns 6—12
IX. Debt Consolidation LOAMNS .........cccuiieiiieiiiieeiieciieeiee st e et e st e s teesveesbeeseveeseseessseessseessseessseessseessseesssessseennns 6—12
N g+ 1o USSP 6—12
B. Terms, Rates, and MaxXimum AINOUNLS ...........cooveruuriieeeiiieiieeeeeeeeeeeiieeeeeeeseeesarreeresssesssrseesesssssssresreesss 6—12
G TNISUTAIICE. ... euvie et eiieetteeite et e et e et e et eebeeeabeessbaeassaeastaesssaeassaesssaeassaesssaesseesssaesseessseenssaeasseessseennsennsse 6—12
D). COIIALEIAL ..ottt ettt ettt e e et e et e s teesbeesbeesbeesseess e beesbeesbeesbesssebeesseenbeenseenneeaeens 6—12
E. CAULIONS ...viviiiiiitieteeie et ettt ettt et e ett e te e beesbeesbeesbeessesseesseesseesseesseassasssesseenseessesssesseesseenseensesnsesseenns 6—13
F. Source of Loan REQUEST .......cceeciiiiiiiicieiieieeieeie sttt ettt sttt te et esb e s s e staessaebaesseessasnsesnnessnenns 6—13
G. EXCEPHIONS 10 POLICY ...viviiiiiiiiieciicit ettt sttt ste et et esstesteeseesbaesseesbesssesseesseensesnsesssessnenns 6—13
X. Loans for Recreational EQUIPIMENT ..........ccoiiiiiiiiiiieiieitete ettt ettt ste e saesseesseesseessesseesseenseensenssens 6—13
AL PUIPOSES. ..ttt ettt ettt e h e et e bt et e e b e e e bt e e b et e bt e e b et e bt e e bt e e nhte e beeenaaeens 6—13
B. Terms, Rates, and Maximum ATNOUNES ..........cccveiieivieeiieeeeeereeeeereeeeeieeeeeetreseeereeeeereeeesiareeeenseeeennneeas 6—13
G TMISUTAIICE ...ttt ettt ettt e st e st e s it e s ab e e sa b e e sabeesat e e sabeensteessbeenteesabeenabeesaseenateesaseennee 6— 14
D COlIAtEIAL ....eceiiiiiiecie ettt ettt e et e et e et e e et e e beeesbee e taeesaaeeataeanbeeenbaesrbeensbeeensaensraennraeanes 6— 14
B CAULIONS ...ttt ettt ettt ettt ettt et e et e et e e teeesteeesteeesseeeataeanseeassaeanseeessaeansaesnsaessseansseesssaessseenssaenses 6— 14
U 5 (1<) o5 1o} o SO TURURUPRR 6—15
XI. Stocks and Bonds as COIAtEral ............ccuecuieviiiiiiiiieeii ettt ve e ea e s reesteebeesaesaeeeaeebeenseessens 6—15
AL PUIPOSES. .. teeeiiieeiieeiee ettt ette et e et e et e et e e teeeabeeesbeeasbaeasbeeassaeassaeasbeeassaeassa e sseeasbe e steeanbeeanbeeenbeennteennaeennne 6—15
B DEIINITIONS ...eeuvieiieiieiiiie ettt et ettt et e e e et e e saesstesaeesseesseesseesseessesseesseesseessenssessseseesseensenssesssesseenns 6—15
C. Terms and Maximum LOan AMOUNES .........cccuerieriierueieieitestesteesteeteestesseesseesseeseessesssesseesseessesssesssesseenns 6— 15
D). COIIALEIAL .....viiieiieiieieee ettt ettt ettt ettt e e e b e st e saeesbeesbeesseesseessanseesseenseessesssesaesseenseenseensenneenns 6— 16
B CAULIONS ...eeteiieiieieeie ettt ettt ettt e et et et e et e e s e eaeesateesta st esseenseesseesse s eenseenseansensaeseenseenseensennsesnnenns 6—17
F. EXCEPLIONS 10 POLICY .. .uiiiiiiieiieiiet ettt ettt ettt et et e enteseaesseesseenseensesnnesneenns 6—17
D N £ (o3 N A I TSRS 6—17
g g o1 SRR 6—17
B. Terms, Rates, and MaxXimum AINOUNES ...........cooveruuriieeeeiieiieieeeeeeeeeiieeeeeeeeeeesasaeereessesssrseeeessssssneeseeeees 6—18
G TNISUTAIICE . ....eeuvieeiieeiee et e eite et e et e et e eebeeebeeeabeessbeeassaeasbeesssaesssaesssaeasseesssaassseessseessseessseenssessssaessseessseensss 6—18
D. Perfecting the Collateral ............ooiiiiieieee ettt ettt sbeeae s 6—18
E. CAULIONS ...vivtieieiieete et et ettt ettt et e et e etteete e be e beesseessesaeeeseeseesseesseesseessasssesseesseessesssessaesseenseensesnnessnenns 6—18
F. EXCEPLIONS 10 POLICY .....iiiiiiiiiieieee ettt ettt st b et ettt ae 6—19
XII1. Loans to Directors, Officers, and EMPIOYEES .......cceccviviiiieiieiieiieieeieseete ettt eae e sveesve s 6—19
A. Regulation O Compliance REQUITEIMENLS .........c.cocveruieriieriieiieieeeerieereeseesesseesseessessesssesseesseessesssesseenns 6—19
B. Additional Bank Policy on Loans to Executive OffiCers ..........cciviirvierieniieiiieieiieciesieeie e 6—20
C. Bank Policy on Loans to All Other Officers and EMPIOYEes .........ccoecveeieriieriiriienierieeee e 6 —20
CHAPTER 7

CONSUMER PAPER BUYING AND INDIRECT LENDING

I. The Bank’s Indirect-Lending POIICIES........cc.eeiiiiiieiieie ettt et 7—1



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XV
A. Terms and MaximuUm ATNOUNES ........ccuertertirtirenieetteteteteste st st ettt etteste b eteste st e sbesbeebeeseesseseesesbesbeabesaeenes 7—1
B. Maximum Terms for Recreational Vehicles and Boats ..........c.cccevvieriiiiiiiiiieiieneeecceeeeeeeee e 7—2
C. Maximum Amounts for Recreational Vehicles and Boats..........coccuevieriieiiiiieiienieeeceeeecee e 7—2
D. Credit Underwriting FACIOTS .......ccouieiiieieiiecierieeie et et ettt ettt esteeaessaesseesseensesnnesseesseenseensennsens 7—2
E. EXCeptions t0 TheSE POLICIES. ....c.ueivieiieieiiecieeieeit ettt ettt e s ae st e sseenseennesneesseenseensennsens 7—2
I1. Relationships With DEALETS........cccuiiiiiiiieeiii ettt ettt et et e st e s bt e eeeteeeeeneeeneenne 7—2
A SIgNING UP NEW DEALEILS ..ottt ettt et st ae ettt et e e st e eneeaseeseeennes 7—3
B. Borrower Loan Application REQUITEMENTS ..........eeiiiiieriieiieiieiieeieeie ettt 7—4
C. Other Information of Interest to the Dealership..........cccoocviiieiiieiiieiiiicceeee e 7—4
III. Reserve Accounts fOr RECOUISE PaPer.......ccciiiiiiiiiiiiiieeiie ettt ettt ve et e enraesraaeenneas 7—4
A. Establishing the RESEIVE ACCOUNL .......ccuiiuiitiiieiieiieieie ettt ettt ettt et sttt et et et e besbeseeebeeneens 7—4
IV. Review of Each Dealer PrOGIam ..........cccociiiiieiiieiieiesiesieeie ettt ettt steesbeessessaessaessaesseessessaessnenns 7—5
V. Credit Underwriting PrOCEAUIES .........c.cciiiieriieiieieeieseesie et eteseteste ettt e esaeeteesseesseesseessesssessaessaessesssesssesssenns 7—6
VL GLAQINEZ . ...ee ettt ettt ettt e et et et e st e easeesae s eenseenseensessaesseesseenseenseenseensenssenssenseeseensesnsennsesnsenns 7T—7
VII. Documentation and CLOSING PTOCEAUIES ...........ccveireiierieriieiieie ettt esseeseenesneesseeneeenes 7—7
VI INSUTANCE PTOCEAUIES ....cuveviiiriieiieiieieiertt ettt sttt ettt a e sa e bbbttt e b e e e b e 7—38
IX. Bank Verification and Audit ProCeAUIES...........coouiiiiiiiiieieceeee ettt 7—9
X. When Collection Problems DeVelop.........ccouiiiiiieiieieie ettt ettt eeee e ne e 7—10
XI. MONthLY REPOTEING ...cveeneieiiieiieeie ettt ettt et ettt et e s et e s et et e et e eneeeseeneeenteenseeneeeseenneennes 7—10
XII. Buying Paper With RECOUISE .......cc.eiiiiiiiiite ittt ee ettt ettt st sbeeeeeseenean 7—11
AL LIMILEA RECOUISE. ...c..euieieeiiieite ettt ettt ettt s bttt ae et e e et e ebeebeeaeeseentensetenseabesaeeneenean 7—11
B. FUIL RECOUISE ...ttt ettt e ettt e he bt e st e st e e e e e besbeebeemeenseseteaeeeaeeneenean 7—11
XIIT. Model DEaler AGIECIMENL..........ccueetierreerieteeterterteeteeteseeesseeseeseessessaesseesseessesssesseesseessesssesssesseesseessenssens 7—12
Exhibit 7.1: Participating Dealer Financing Agreement with (Name of Bank) ............ccoccvevveviinciiicieneenneneeen, 7—13
CHAPTER 8
CONSUMER LINES OF CREDIT
I. Home Equity Lines Of CrEIt .....ccouveiiieiieeieeiieiieieeie sttt ettt et e e s e st e e ensessaesseeseesesnsesnnesnnenns 8—1
II. How Home EQUItY LiNeS WOTK.......c.eeciieiiiieiieiieieeie sttt sttt ettt ete et et et e entesnsessaesseenseensesnsesnnesnnenes 8—1
A GOOA CUSLOIMET SETVICE....c.ueiutiiiiertietirieeiteitert et sttt ettt ettt st et s bt bttt et eate st e st e s bt saeebeestenbenaestenbesaeeieens 8—1
LS TR 10T 34 B 1 TSRS 8§—2
C. Regulation Z COMPIIANCE .......eeouieiieiieiieeiiesieete ettt ettt et e sttt et e e teeseesaeesseeseeneeeseesseenaeenseeneeas 8§—2
D. DOCUMEITATION ...ttt sttt ettt et h et e bt es e eete s bt e sbee bt embeeaeeseeesbeenbeenbeenteensens 8§—3
II1. Processing the APPIICATION ......c.eeuieiiieieiieteee ettt ettt ettt ea et e et e e seeete e bt eaeeseeneense s eseabeseeeneeneenes 8§—4
IV. QUAlifYing the CUSTOIMET .....otitiitietietietieieiee sttt ettt e ettt ettt eaees e et e ae e eete e bt eaeebeeneensesenseaseseeeneeneenes 8—6
A. Keeping the LiNe CUITENL ........ccuvirvieiieiecieieesie e etesee st esteesseeeseesaessaesseesseessessaesssesseesseessesseesseessesssenssens 8§—6
V. Unsecured Consumer Lines 0f Credit.........coueruiririiiiirieieierieiesicstesi ettt 8§—6
AL The Target IMATKEL .......cccviiieeiieiictieieee ettt ettt et e e e et e s teessa e beesseessessaesasesseensesssesseesseesseensenssens 8§—7
B. Marketing the Signature LINE .........ccveeuieiiieieiierieieeie ettt ettt e aesaesnaesseeseenseenseennenseens 8—7
C. QUALITYING CIILETIA ....eieiieeieetieiieii et et e ete st eteetestesteseee st esseessesseessaenseenseensesssesstesseensesnsesseenseenseensennsens 8§—7
D. Annual Review and ReNeWal...........ccccoiiiiiiiiiiiiiiiiiccee ettt s 8§—8
CHAPTER 9
ADMINISTERING PROBLEM CONSUMER LOANS
Late Notices and Delinquency FEES..........oiuiiiiiiiiiiiieiieeee ettt sae e 9—1
Working DelinqUent ACCOUINLS ..........coiiruierieiieieetieet et ettt st ettt et e s e saee bt eneeeseeeseesse e teeaseeneeeneesneesneenseenes 9—2
DelINQUENT SUMIMATY ....cutiiiiiiieitee ettt ettt eh et e st e bt es e es e e s bt e sbee bt emtesaeesbee bt enteenteennesbeens 9—2
| BESTa g3 O O« OSSOSO 9—2
TelePRONE PrOCEAUIES .....cvvieeiiiiiieiie et etee et e et e et e et esateeesbeeesbeeenbeessbaeanseesssaessseenssaennseenssens 9—2
PrOMISES 10 PAY ...viiiiiiiiiiieciieit ettt ettt sttt et e et e esb e et b e e tt e ba e beenbeenbeereeeae e taenseesseennenreens 9—3
FOLLOW-UD ottt ettt ettt et e st e s bt esbeesbesaeesse e seesseesseessesssessaesseensesssesssesssenseensenssenssenssans 9—3

BoOrrower NOt at HOIE .....oooiiiiiiiiiiiec et ee et e e e e e et e e e e eeeetaereeeeeeeeentasreeeeeeeennees 9—3



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents

XV1

CRIONIC DEIMQUENES ... .eouviieieitieiieteeieett et et eteetestesteesteesbesssesseesseesseesseessesssesssesseesseessesssesssenseessenssenssesseans 9—4
UNEMPLOYIMICNE ....evvieiiieeiietieteeteete e ettestteste e teebeestesseesseesseesseesseasseassesssassaesseessasssesssesssesseeseensesssenssenssessenns 9—4
TIINESS OF DICAtN.....ccuviiiiiiiiii ettt ettt ettt e et e e e b e e e beeeabeeeabeesabeeessaesaseesssaeseseassseesaseessseensrens 9—4
Co-Maker or GUAranteed LOANS ..........ccviiiiiiiiieeiiieciieeeite et eetee et e eeteeeeteeeeteeebeeebeeebeeeseeeareeenseesaseessseessrens 9—5
EXtensions and REWIILES.......cc.eeiiiiiiiiiiiieciie ettt ettt et e et e s b e e stbe e s tbeeeaseesabeesaseessseesseessseesaseessseensrens 9—5
S 01T ) o SRS SS 9—6
T U1 Yo T oL SRS 9—7
Standard Criteria for Classifying Consumer LOANS ..........cocueeiiriiiieiieiiee et 9—38
Classifications fOr RETAIl CIEitS .....c..iiuiiiiiiiieieeieecieecetee ettt e et e et ete e eteeeve e eteeeareeeaeeeaveeenreeenrens 9—8
Time Frames for Credit ClasSIfiCAtIONS .........ccviieiiiiieceiee et eeteeeetee ettt ettt e et e et e e eteeeveeeereeereeenreeearens 9—8
Re-Agings, Extensions, Deferrals, Renewals and REWTILES ..........ccceviriiiiiieiieniiie et 9—9
Consumer Loan Charge-OffS........c.ccciiiiiiiiieii ettt et se e st este e be e b e esbassaessaesseesseessesneas 9—10
Exhibit 9.1: Request for Charge-Off FOIM ...........coiiiiiiiiiiiiiieieciceeeeeeee ettt s esaeesaenne s 9—11
CHAPTER 9A

ADMINISTERING PROBLEM LOANS

Gather Data from the Bank’s Credit FIleS .......c.oooiviviiiiiiieiceeie e e e e e eeenns 9A — 1
REVIEW PUDIIC RECOTAS.......uviiiieiiiiieeee ettt e et e e e e e e e e e e et e e e eenneeseeneeeseaneeeenns 9A — 1
BoOrrower’s TOtal LIADIIITIES ......cooveuviiiiiiiiiiieeieee ettt ettt e e e e e et e e e e e s eeeaateeeeeesessnsaaeeeessessnssereeeesanns 9A —2
(@011 E: 1155 21 TSR 9A —2
Potential Sources of REPAYMENL ........cc.ooiiiiiiiiiiiieee ettt ettt e sr et e e e e ees 9A —2
MEEt With the CUSTOIMIET ... .evveiieiiieieeeie ettt e e et e e e eaae e e e eaeeeeeteeeeeaaeeesanaaeessseeeeesneseesansseessnseeesannes 9A —3
DEVEIOP @ PlaN..c.iiiiiiiiiciiecee ettt ettt et e ettt e st e e e ta e e s ateetb e e abe e ta e e aee e tae e teeetaeeseeetaeennneenns 9A —4
Analyze Future Cash FIOWS.........ooiiiiiieee ettt et ae et eas 9A —4
ReE0rganize the FilM.......c.occiiiiiiiiiiciiceee sttt ettt e b e e sbestaessaesseesessaesseesseesseensenns 9A —5
SALE OF ASSELS ..o iteeee ettt ettt e e et e e et e e e et e e et e e et e e et e e saaa e e e et e e e arteeaaaeeeetreeeanes 9A — 5
AddItIoNAl COIATETAL ........eveiiiieiieeeee ettt e e et e e et e e et e e e seaaeeeeenaeeeseareeeennnneeeenneeas 9A — 5
StATUS OF The INOTE ...ttt e e e e e e e et e e e e aaeeeeeaaeeeeenaeeeeenneeeeenneeeentreeeenns 9A — 6
WOTKOUL PLAN.......ooiiiiiiiieie e e e e e e e e et e e e e e e e eeaeeeeenareeeeenneeeeennneas 9A — 6
Protecting the Bank’s GUATANTEES..........ccveruieriieiieeieeiereeteeteetestte st esseeaesaesseesseesseensesssesseanseesseeseensesnsesnsenses 9A —7
ANAlyZIng PErfOIMANCE .......ccuiitiiiieieee ettt ettt et e st e bt e e e e eaeess e e sneesaeeneesneesneeneeenseenneans 9A —7
If the Loan Is a Commercial Real EState LOan .........ooooouviiiiiiiiiiiiiiiece et e e e e 9A — 7
INEW APPTAISAL? ..vieiieeiie ettt ettt et e et e e e e eteeetaeesseeasbeeesseesssaeesseesssaaasseesnsaeanseesnseensseesnseensseens 9A —7
Documentation and Public ReCOrds CheCK .........coooouiiiiiiiiiiece e 9A — 8
Sources of Repayment ANALYSIS ........cciiriiiiieieieeeee ettt sttt sttt et e st tesaeebeeneenseneens 9A —8
MeEEt With The CUSTOIMET ......ooiuvviiieieiie ettt e et e e et e e e eaae e e e eeaaeeeetaeeesenaeeeesnaeeeseareeeennneeeseneees 9A — 8
Develop @ WOrKOUL PLAN .......c.coouiiiiiiiiciiciecieieee ettt ettt te et aestaeste e seesseesnessaesseesseensenns 9A —8
Exhibit 9A.1: MOAE] AGIEEIMENL ......cccuieiieeiieeieitieiieteetestesteesteeteesteeseesreesseesseessesssesseesseesesssesseesssesseesseassenns 9A — 10

PART IIl — HOME MORTGAGE LENDING

CHAPTER 10
MODEL HOME MORTGAGE LENDING POLICIES

Residential MOTtZage LOANS .......ccueiieiieriieiieit ettt ettt ete st eseaeseeesse e st essesnseeseesseeseenseensessaesseenseenseensennnes 10—1
Conforming First MOItZage LOANS ........c.ecveriieiiieieeieeie ettt ettt et et eteesaesseesseeseensesnnesneesseenseenes 10—1
Nonconforming First MOrtgage LOANS .........couiiiiiieiiieiieieeiestiete ettt ettt e et eeeeneeseeens 10—2
Home IMProvement LOANS ..........cociiiiiiieie ettt sttt ettt et et e bt e e enteeseeeneesneesneeneeenes 10—2
A o] 031 (30 = (03 v T 1o LSS 10—4
Home Equity Lines Of Credit.......ccciuiiiiieieieiee sttt ettt sttt eae bt e e nte e e nbeseeseea 10—5
Investment ProPerty LOANS ......cccoouiiiiiieieieee ettt ettt ettt st sae e e 10—8

Residential ConStrUCTION OGNS ......cccuuviiiieiieieeeie ettt et e e et e e et e s eaaeesseraeeessaseeessnaaeessnneeessnneneesannees 10 —8



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XVii
Personal FINancial STAtEIMENLS ......c..ceuertiiietiieieierteeterte ettt sttt eb ettt et e st b sbe et et et e testesbenaeas 10—9
CHAPTER 11
HOME MORTGAGE LENDING
Loan Limits Based on Loan-to-Value Ratios ...........ceceeoiiiiiiiiiinininiinnccteceesteese ettt 11—1
Equity and Cash DOWN PAYMENLS........c.cccceriiriieiiieiieiecieieie ettt st sae et eneeensessaessaesseenseensesnnesnnas 11—2
SECONAATY FINANCINEZ .....vieiviiieiieiieie ettt ettt ettt e e st e st e e te e b e e asessaesseesseenseensesneesseenseenseensenseens 11—3
“Sweat Equity” or ReNtal Credit ......oo.eeiuieiieieiieiiee ettt 11—3
IMOTEZAZE INSUTANCE ...ttt ettt ettt ettt e st e bt et ee e eseesa e e ssee st emeeemeeemeeese et e enseenseeneeeseesseenseenseensennees 11—3
[ o701 11 T2 s o USRI 11—4
TYPE OF SEIUCLULE ...ttt ettt b e bt e bt ettt e et e s bt et e et e ea bt eateebee b e ebeenbeenaesaees 11—5
Property Underwriting StANAArdS ...........oceieiieiiieieeee ettt ettt sttt es et et eae et e ee st e ae e 11—5
INEIZhDOTNOOA ANALYSIS ....evieiieiierieiieeteeie ettt ettt e ste e e aesttesaeesseesseesseesseessesseesseessesssesssesssesssesssenseenns 11—6
STEE ANALYSIS ...eeuvieeieitieitieitiesie et et e st et et et e ett e te e te e beesbesstesseesseesseesseesseassesseesseesseessesseesseesseesseenseesseaseensaens 11—6
ANALYSIS Of IMPIOVEIMENLS. ......eecuieiieeiieieetietieieeteetesee st e steebeesbeseeesseeseesseessesssesssesseesseessessseessesssesssensennns 11—7
AE OF the PrOPETLY ...eouiieeiiceieciieeteeee ettt ettt ettt et e st e s taesseesseenseensesneesseaseenseenseensenssenseens 11—7
Design and Construction CONCEITIS .........eeverrierueerieeieraereeseesseesseeseeseesseesseeseesesssesssesseessesssesssesssesseesseenes 11—38
O L Ta) s BN 4 F:Y 73 RS SR 11—38
1S5 4 0SSP SRR 11—38
F N 101081221 5 o) BRSPS 11—9
(57312215 () & OSSPSR 11—9
Notes and Mortgage INSIIUMENLS ......c..eeuieieieieitieteee ettt ettt eae e e et et e sbeseeebeeseeseeseeneensensenseaaeseeenes 11—9
Title Insurance and Other Title EVIAENCE ........ccuiiuiiuiiiiieieieee ettt 11—9
Designation Of ESCIOW AZENT.....cc.eoiuiiiiiiiiieit ettt ettt sb ettt e st b et saeesbe e bt eneeeaes 11—10
Hazard InSurance REQUITEIMENLS ..........c.eeieriieriieiieieseesieeieeteseesteesteeteessesseesseesseesseessesseesseessesssesssesseessesssennes 11—11
Scope and AMOUNt OF COVETAZE ......c.eevvieiiiieiieciieiieeie e eee st ettt eeeeeaesteebeesseessesssessaesseensesssesssesseensenses 11— 11
Scope and Amount of Coverage Required for Condominium UNits .........ccccceevvveeierierieneenieerieseeseeeneenns 11—11
Mortgagee Clause ENAOISEIMENT ... .....cccvieiieiiieieeieiieieeieeie sttt et e enteensessaesseenseensesnsennnas 11 —12
Certified Plot Plan REQUITEMENLS ..........ccieiiieeiieiieiieiieie ettt ettt stee e esteestessaessaesseeseensesnnesneeseensennns 11—12
F100d Hazard INSUTANCE..........cuiriiiiiriiiirieeiiet ettt ettt ettt et st b e st sbe b sbe bttt ene e ee 11 —13
F1o0d INSUTANCE POLICY .. ettt ettt ettt ettt et e entees e s e beenteeneeeneas 11—13
Implementation of Flood Insurance ReqUIrements. ...........ccooverueeiieriieiiniesiesieeeee et 11— 14
Special Requirements Applicable to Condominium UnNitS...........cceeeevvieerieiieiesieneeieere e ene e 11— 14
Underwriting the Condominium Unit MOTTZAZE .......ce.eeiiiiiiriieie ettt s sae e 11— 14
Underwriting Condominium PrOJECES .........coiiuiiiiiiieieieieie ettt et e st et e e seeseeseeseeas 11—16
DeVeloper/SPONSOT INEIESTS......c..evieriieiietieteeteste et eteeteeteseesteeseessesseesseesseesseesseesseessessaenseesseessesssessens 11 —16
Le@al COMPIIANCE. ... .cvieiiiiiieieiiereeie ettt ettt et teesaeseteseaestaesseesseesseessesssasseesseesseessanssessseseensenssenssessens 11—16
General Project CharaCteriSTICS .......evuierrieriieieriesteeteeteeteetesteesseessesssesseesseesseesseessesssesssessesssessseessesssessees 11 —16
S0 1<t AN V-7 TSRS 11—18
Parking FACIIITIES ......eeuveeiieriieiieieee ettt ettt et et e st e st e e seessessaesseesseaseenseenseensesnsessaenseensennsenssensenn 11 —18
Energy Efficiency and Heating PIANt ...........cccoeiuieiiiiieiieriecee ettt 11 —19
Sound Transmission LIMITATIONS .....c.eeueeiueeieiieitieie ettt ettt ettt te st e e e saeeteeeesneesneeneeenes 11—19
Real EState TaX ESCTOWS ......eiiuiiiiiiiieiieie ettt ettt ettt ettt et e st e bt et e en e e eseeeseeeseenseentesneesneenneeneeenes 11—19
Mortgagor’s Right Of RESCISSION ......eeeuiiitieiieiieiieei ettt et ettt et e saeeseeeneeenes 11—19
Issuing the Mortgage Loan COMMUItIMENT .........coouiiiiiiiiierieie ettt st st e e e e e e 11—20
ComMIMENT PEIIOM. .....coiiiiiiii ettt ettt b e et seaesaees 11—20
ResIiStance Of COMMITMENT......coouiiitiiiiiiitietee ettt ettt st et e b ettt e ee e sb e bt e beentessaesaees 11—20
COMMITMENT DEPOSIE....eevvieiiiiieiieitierti ettt ettt et ebe et e saeseaesaeesseesseesseessessaesseesseesseessesssesseesseessesssesses 11—21
Exhibit 11.1: Donor’s Gift AFIAAVIt ........coiiriiiiiiiie e e 11—22
Exhibit 11.2: Borrower’s Affidavit Regarding No Junior Financing Required...........cccccevieviiciiiceieeniene, 11 —23
Exhibit 11.3: Residential Home Mortgage Loan COMMItMENt ............ceeeverieriieriieiieieeieeieseesieeneeeseeeaeeenens 11—24

Exhibit 11.4: Special Conditions of Mortgage Loan COMMItMENt ..........ccuevverrierieerieriiesieniereeeseeeeeseeneeeneens 11 —25



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xviil
CHAPTER 11A
PROBLEM REAL ESTATE LOAN MANAGEMENT
Early Detection ReSPONSIDIIILIES. .......cccvertieiiieiieiiiieiierie ettt ete et steesteebeesbesssessaesseesseessessaesssesseesseensenns 11A —1
Loan Officers Are Responsible for Early Detection.........cccocueveierieriieniieiieiesieseeseeie e 11A —1
Loan Review ReSPONSIDIIITIES ......ccuerieriereieriieiieie ettt ettt e st et e e enteentessaesseesseeseenseensesnnenns 11A—2
External Auditors and Examiners Also Have Responsibilities............ceveverieriieriieiieiesiesieeeie e 11A —2
Recognizing Signs of EMerging Problems ...........cccooiiiiiiiiiiiieiee et 11A—2
Deteriorating Financial COndition ...........cecueeieiiiiieiieie ettt enee 11A—2
Delayed Financial StatemMEnts ..........ccoeiuieiieieiieitieiteeie ettt sttt ettt et e st e st e e e aeeaeeneeenee 11A—3
MaTTtal DIffICUILIES .....eeeeeeeeieee ettt ettt b et a et e et et et e sae et e e beeaeeseeneeneeneans 11A—3
Delinquent Principal OF INTEIEST........cc.iivviiiieiiciieitieieeie ettt ettt teesve b e essesebesteesae e seesbeesneerneenas 11A—3
CTOAIE INGUITIES 1.vvtevvieiieeiieitesieeste et et e et e et e ste e te et e esseesbesseesseesseesseesseesseaseesseanssenseesseassasssensaessesssenssesssenses 11A—3
LaCk Of COOPEIAtION ... .eetieiiieiiciiecieecteete ettt et e ebe e b e saesaeesaeesseesseessesssesssesseesseessasssesssesseensesssesssenses 11A—3
Other REA FIAGS .....cviiiiiiieii ettt ettt sttt sb e e st e s st e s tee s s e esteesseesbanssessaesseensesssessnenses 11A—4
Detecting Problem Real EState LOANS ........ccecuviiieiieiieriieieeie ettt site e s sseeaesaesneesneenseenseens 11A—5
Primary Causes of Problem Real EState LOANS .........c.cccveviieriiiiiieieniieiieic et 11A—5
Identifying Problem Real EState LOANS ........ccevveruieriieiiiiie ettt ens 11A—6
Administering Problem Real Estate LOans ...........coiiiiieiiiiiiiiieeeeee ettt 11A—7
P AN o] o) 8 7 1 SRR 11A—7
Documentation and Public Records Check ............ooiiiiiiiiiiiiiiie e 11A—7
Sources of Repayment ANALYSIS .......ccoiiiiriiieieeeeee ettt ettt e e st e e nes 11A—7
Meet With the CUSTOMET ......eeuiiiieiiiiiti ettt ettt ettt ea et e st et e ebe st e ebeeseese et e seaaesaeabeeseeseeneensensans 11A—7
Develop @ WOrKOUL PLAN .......cccooiiiiiiiiiiicieciiecete ettt et sttt b e e ebeeebesteesae e beesbeesaeenneenas 11A—38
Protect the Bank’s GUATANTEES.........cc.ceuieiiierieitirteiteeicee ettt ettt st eb et ea et e e st bbbt bt et enaen 11A—38
ANALYZE PEIfOTMNANCE .....cuviiiiiieiiiiiiiieie ettt ettt ettt e e st e s teesbeesbeesbeessesseesbaessaesseassesssesseesseenseassenns 11A—9
Charging OFff LLOANS .......eecviiiiiieiiesieeie ettt ettt et e steesteebeesaesseesseesseesseessesssesssasseessaessesssesssesssesseeseassenns 11A—9
Watch List Maintenance PrOCEAUIES ..........c.cocueriirieniieiieieeie ettt et sse e seesesnneseaennas 11A —10
Sell YOUr Problem LOANS ........ccccoeeiiieiiiiininierieetet ettt ettt sttt et st st 11A —10
Potential Buyer DUE DiliZENCE ........cecuieiieiieriiesiieieeie ettt ettt aesae e sseesaeensesnnesneenseennenes 11A—11
Selling Problem Loans Is a Routine Procedure for Large Banks ...........ccccoveeiieiiniininenieceeee 11A—11
L0aN SAIE AGIEEIMENL .......ouiiiieiieieeie ettt ettt ettt et e sttt et e et e s et et e e teenseeneesseesseesaeenseeneesneenseennenne 11A—12
Should You Sell Your Problem LOans?............cooiiiiiiiiiieieieee ettt 11A—12
Regulatory Classifications of Problem LOans...........cccoriiiiiiiiiiieieeese e 11A—13
PaST-DIUE LLOANS. ¢ttt ettt ettt st e s a et e a e e a e e b e bttt et e et st e saeenaeenteeaee e 11A—13
INONACCTUAL STATUS ...ttt ettt eh et e e et besb e e b es e eb e et et et e st e ebesbeebeeseeneenee 11A—13
RESIUCTUIEA LLOANS ...ttt ettt st b e bbb et et be bt ebe b s ens 11A— 14
Charging Off OGNS ......ccuiiieiiieiieiieteeeeeete ettt ettt e et eeseesteesse e beesseessessaassaesseessesssesssesssesseensenseenns 11A— 14
Exhibit 11A.1: Problem Loan Status REPOTt ........ccceecuieiiieiiieieciecieeee et 11A —15
Exhibit 11A.2: Watch List as of December 31, 20XX ........oooviiiiiiiieieeie e eeeee e 1T1A—16
Exhibit 11A.3: Request for Charge-Off............oocuiiiiiieieeeeee et 11A —17
CHAPTER 12
DEEDS IN LIEU OF FORECLOSURE
Advantages to Using Deeds in Lieu 0f FOTECIOSUIE .......c.cecuiiiiiiiiiieiiee et 12—1
(0503 10T D 1T« F RSP SRR 12—2
Documentation and CONAILIONS ......c..eeruiriiiiiiieriieteete ettt ettt st sttt e ettt e st enbe e e eetesbeesbeenbeenbesnnesaees 12—2
1. DA TN ESCIOW ...ttt ettt ettt et et e et et be et eb e e st e b et et e abesaeeseeneensensensenseseeas 12—3
2. Consideration Less Than Fair Market ValUe..........ccoooiiiiiiiiiiiieeeeeee e 12—3
3. Consideration Equal to or Greater Than Fair Market Value...........cccccoecvevienieciiecieeiesieeee e 12—3
4. Consideration and Title InSUrance COMPANIES ..........cccverueeriierveeieeeierienieereereeeeseesseesseeseessesseesssesseenns 12—3
5. CoVENANt NOL 10 SUE......ooriiiiiiiiiiiie ettt ettt ettt et st st ae et eabeeasesaeesbeereennesanes 12—3
6. Deed in Lieu of Foreclosure from a Subsequent Purchaser.............cccoecvevieniiecieicienienieeeeee e 12—4



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
Xix
7. Borrower Not Released from Personal Liability ........c.ccccooieriiiriiiiiiiiinieiceieceeeeeeee e 12—4
8. NON-RECOUISE LOAN.......ciiiiiiiiiiiiiiiieeeet ettt et et st sbe ettt e esanesbeens 12—4
9. Paying DelinqUent TEEIMS ........cccueruiiiiiiieeieriieit ettt sttt ettt e sse et esteensessaessaesseensesnsesnnas 12—4
10. Retention of INterest DY BOITOWET ........ccuieiiieiiiiieiie sttt ae e s e e eeeenes 12—5
11. Partial Conveyances and Outstanding LIeNS .........cceccverierieriieciieieeiesiesteee et 12—6
BankruptCy COnSIACTALIONS ........eeueeiieieieieieitieee ettt ettt e et e st e see e bt eteeaeeeseeeae et e e et enteeneeeneesseeseenseensesneas 12—6
Preferential TIANSTEIS .......ooiiiiieee ettt ettt ettt et esaeesbeesbeeteeneesneesneeeeenes 12—7
Fraudulent COMVEYANCES ......cc.eeiuieiieeiieeieetiete et et ette et eeste e et e e et e satessee st eneeeneeeseeeseeaseenseensesneeeneesneesneenseenes 12—7
“Transfer” and “Reasonably Equivalent Value” [SSUES.........ceoueriririririeieieiee e 12—38
LN SUDOTAINATION ...ttt ettt ettt b e bt et et et esbee s bt e sbeesaesseeseeenbeeneeenee 12—9
TaX CONSIACTALIONS ...ttt ettt ettt e b et et ettt e s bt e et ea bt et e eb e e b e et e em b e eetesbte b e enbeemtesaeesbeenseeneeeaee 12— 10
Tax Effect 0N LENEr......cocoiiiiiiiiieee ettt sttt ettt et 12—11
Tax Effect 0N BOITOWET .....c.coiiiiiiiiietiiteee et bbbttt st b e st b et e e e e e e 12—12
SPECIAL RULES ...ttt sttt ettt e et e et e st e st enseensesssessaenseenseenseensesneesneenseensennes 12—13
Section 6050J Reporting REQUITEMENLS. .........cveeiverierieriierieeie et eteeeesieeieeteete e seaesseesseeseenaesneesseenseenns 12 —13
Section 1445 Reporting REQUITEIMENTS ..........ocuieiiirieiieiieriieie ettt sseeseesesaesneesseenseenes 12— 14
Section 6045(e) Reporting REQUITEMENTS..........oiuieiiieiieiieieeieee ettt see e 12—15
(03515 o Oe) 1T e[S 14 (o) o USSR 12 —17
Authority Of BOITOWET 10 CONVEY ....eouiiiiiiiiieiieiieiteeieet ettt ettt e ee et st e et este e eneesseense e teeseenaesneas 12—17
Financial Statement Of BOTTOWET ..........ccciiiiiiiiiii ittt sttt e e 12— 17
Merger of INterests AVOIAANCE ........covuieiieiiiiiiieeit ettt ettt ettt st e b e seaesaees 12— 18
ENVITONMENTAl ISSUCS. ...c..eiiiiiiiiitieiiee ettt ettt sttt ettt ea e ebeesb e b e e enteeseesaeas 12— 19
Cooperation With Title INSUIET.........c.ccviirieriieiieieeiese et eee sttt et e steebee b e essessaessaesseessesanesseesseensennns 12—20
INEEd fOr OWNEI'S POLICY ..eovviiviieiiiciieiieiteteet ettt ettt ettt e et e e b e esbeesaessaessaensaessesssenseensesssesseas 12—20
Policy Coverage and REQUITEIMENLS...........c.ocvieriieriieiieieeieseeseeseeteeaeseeesaeesseesseesseesseessessaesseenseessesssessees 12—20
Closing Requirements and Transfers TAXES .........ccveeeerieereriieiieiierieieeee ettt eieesesaeseaeseesseensesnnes 12 —22
Compliance With State StATULES .......eecuieiieiieieeieeeie ettt ettt e e enbeensessaesseeseensesnsesnnas 12 —22
ClOSING the TTANSACHION .....eevvieieeiieeiieeiieit et et ette st et eteetesteseee st eseenseesseeseeseenseensesssessaesseensennsesnnesseenseensennns 12 —22
SUMMATry and CONCIUSIONS ......cc.ueiuiiieieitieit ettt ettt e sttt e et e eaeeseeesae e st eneeeneeeneeeseesseenseenseeneesneas 12—23
CHAPTER 13
REVERSE MORTGAGE POLICIES AND PROCEDURES
I. Should Reverse Mortgages Be Offered to Our Senior CUStOMErS?.........ce.eeeeierierienerieeieeieeieeeseeie e seeseeeaeas 13—1
II. Why Reverse Mortgages Are Attractive to Senior CItIZENS........covereerierieniieiieienienieeieee e 13—1
I11. Home Equity Conversion Mortgages, a FNMA/FHA Reverse Mortgage Product...........ccccoooeveeenceiecnee. 13—1
AL The FHA GUATANTEE. .....c..eouiiniiiiiiteitteteeiee ettt ettt b e bt et eat et e e sttt s bt ebeebt e st en b et ensenbenaeas 13—2
B HECM EIIDIIIEY ...etiteeteeteee ettt ettt s b e sttt et et e e et b e 13—2
C. HECM LN LIMIES c..tteitiiiieiiiesteeteste ettt ettt b et eb ettt be bt ebe et e e e e nbenbenaea 13—3
D. Five Borrower DIraw Methods .........cccceiiriiiiniiiiiiiiicccecescsteeeeeet ettt 13—4
E. Draw Methods Can Be Changed at ANY TIiMe........cceeouerieriieniieieeieeiesieie et ae e seeesseeee e 13—4
F. Example Monthly Draw TabIes ........c.cccueeieriieriiiieeiecieseeie ettt ettt e st esesnaessaesneesseesneenseenes 13—4
G. Interest Rates Adjust Monthly or ANnUalLy ...........ccoooiiiiiiiiiii e 13—5
| B = 0 2 1 TS 13—5
B o] B 00 T3 o1 RS 13—6
IV. How Does a Bank Get into the Reverse Mortgage BUsiness? ..........ccecueieieiienerinenesieieceee e 13—6
AL GO TEALONC ..ttt ettt aeea e st et et e bt e bt e et eh e ea e en s et e ete bt ebeebeeneentententeaneeaeas 13—6
B. The Correspondent Bank OPtion .........cc.eccueiieiiiriieiiiie et ete ettt esreebeebeeaesaeesaeeseesseernesesesseeseenns 13—7
C. The Buy-a-Package OPtion........c.cccueiieriieiiiiieiieitierieeteetesteesteeseeseesaesseesseesseessesssesssesseessesssesssesseenseenns 13—7

CHAPTER 14
REAL ESTATE LENDING POLICIES AND PROCEDURES

Responsibility for Real EState POLICY .......cooieiiiiiiieiieieciieieieee ettt ss e e nnesnnes 14 —1



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XX
PrOPEItY LOCATIONS. ... .ieviiieieitieiieieete ettt ettt et e et e e et e bt et e esbeesbesaaessaesseesseesseasseesseesaesseesseessessseseesseensesssensnas 14—1
Real Estate Lending Terms and CONAItIONS ..........ccveeviriveiieiieniieieeieseeseesteeteeseeseesseesseeseessesssesssessesssesssessns 14 —1
Residential MOrtZage LOANS ........cccuieiiiiieiieiieiteie et ste sttt ettt e see e esseesseensesnaesaaesseeseensesseenseenseenns 14 —1
Conforming Residential First Mortgage LOans ..........cccuevierieriieiieiiesieeieie et seee e enes 14 —2
Nonconforming First MOrt@age LOANS ..........ccuevierieriieiiieieeieeieieeie ettt aeeeesseesseesseenseensessaesseens 14 —3
Single Family Investment Property LOANS ........cccoeiieiiiriiiieiieeeiee et 14—3
(0103531001 (o1 B 102 USSR 14—4
L B B (N ) 01 2T ) OSSPSR 14—5
Regulatory Requirements for Certified and Licensed APPraiSers .........ccocereeeeierienienienesesieseeeeeeeeeneeneens 14—5
Minimum Appraisal StANAAIAS .........cc.vevvieiiiiiiieie ettt sre e sreesaeenreenne 14—6
When Federal Regulatory Standards Are Not Firm Requirements............ccccooereiininenieeiieiieneeesee e 14—7
Unsafe and Unsound Appraisal Practices and POIICIES........c.ccveriiiiiiiiiienieiieieeeeeeeeee e 14 —38
USING @ “Stale” APPIAISAL.......eccvieciiiieiieiierie ettt ettt e et e saeseesbeesbeesbesseesssesseesseessaessesssesseessesssenses 14 —38
Real Estate ApPraisal REVIEWS......c.cccviiiiriiiiieiieie sttt sttt ettt s e st e e ensesnaesnaesneesseenseenes 14—9
Bank’s ReappraiSal POIICIES .......c.ccverieriieiiieieiie sttt cteste sttt et e et e e sae st et enseesaesnaesseesseensesnsesseesseenseenes 14—9
Residential Real EState APPraiSals ........cocciecierieriieriieieeiesiesie ettt e seee et esteesaesesessaenseenseensesnsesnees 14 —10
Construction Loan APPIaiSals .........ceouieiieiieiieieeee ettt ettt ettt et ne e n ettt eneeeneas 14— 10
Problem Loans and OREO Appraisal POIICIES ........cceeiuiiiiiiiiiiiiieeiee et 14— 10
Model Appraisal Engagement Letters and Attachments ...........ccceevieiiiiiiienienieeeeee e 14 —11
Summary of Federal Regulatory GUIdelines ............coceeiiiiiiiiiiiiiieceieece ettt 14 —11
Frequently Asked Questions on Appraisal Regulations ............cceceeiriieiiiniiriiiiieeeeee e 14— 11
Tract Development, Raw Land and Residential Construction Loans...........c..ccoevveveeieerieeieieeieeseenreene s 14— 11
RAW Land LOANS ..ottt st b et ee ettt st be bt bt et et et et et e 14 —11
Tract Development Lending..........ccccouiiiieiieienieeeie et eteste st se et seeseee e ebeesseesseessessaesseessaensesssessnes 14— 12
Residential Construction LOANS. ........cceiieiirieriirieiieteeee ettt sttt ettt 14— 12
Condominium FINANCING ......cc.veruieriieiieiieieeeesteieeteetestestte st esseeaesseesseesseeseenseesseessesssensaenseesesnsenssesnees 14 —13
Frequently Asked Questions on Tract Development Lending.............ocvecueeierieriieniieienieiieseee e 14— 14
APPIOVAL PTOCEAUIES ... .oovieiieiiieiieie sttt ete st e te st et e este et e esaesteesseenseensessaesseesseenseensesseasseenseansesssenseensenns 14— 14
Commercial Real EState APProVals..........ooioiieiiiiiiieiieieee ettt ettt st 14— 14
Loan Authorities and Approval ProCAUIES .........c.cecuieiiiiiiieiieieee et 14— 14
The Senior Credit OffICET ... .co.iiiieiiee ettt ettt ettt ettt e e st e sbee s e seeneeeneesneas 14— 15
The Directors Loan COMIMITEEE ... ......eveierieitieeite ettt se sttt st ettt e e e e stesaesbeebeeseeseeseeneensensesseneees 14— 16
Additional Credit to Classified BOITOWETS ........cccoiriiieieieee sttt 14—16
Real Estate Loan Underwriting Standards.............ccuevveriieeiiiiieiierieseeie ettt ese e sae e saessee e esse e 14— 16
Applicability of Commercial Lending Standards .............ccoeeeveiiriienieniieiieieeeeeeeeee e 14— 16
Loan Limitations, LTVs, Maximum Amounts, Terms, and Conditions...........c..cccceeevveeeiiiiieeneeeereeeneens 14— 17
Guidelines in the Use 0f LTV RatIOS ...c.cocuiriiriiriiiiiiiiieteeeseesie ettt 14 —17
Project Economics and Market CONAItIONS ...........ccveruieriierieeiieiiesierieeie et sete e teeae e sseesseesesaesneesseenseenns 14 —19
Underwriting Loans Secured by Investment Income Property...........ccecveveeoeiieiienieneeeeieseeeeieeve e 14 —19
EXCEPHONS t0 POLICY ..ottt ettt ettt ettt et e bt e e e s e es e e e s e e bt enteentesneesneeneeneeenes 14 —20
[0S 6] s LTSS 14 —21
L | B 2 (S 10 Lo 2T £ TS SSR 14 —21
Assignment of the Seller’s Interest in a Real Estate Contract ..........cccecveeeeiieriniiineeieieieesese e 14 —22
Exhibit 14.1: Frequently Asked Questions on Tract Development Lending ...........cccocceveveneiiniiieiencnee 14 —23
Exhibit 14.2: Real Estate Appraisal ReVIew FOrm ........c.cccooviiiiiiiiiiiiiicieeeeeeteeee e 14 —29
Exhibit 14.3: Model Real Estate Appraisal Engagement Letters..........ccoovevieierienieneeie e 14 —31
Exhibit 14.3A: General Appraisal Engagement Letter..........ccoocviviiiierieiiieiicieieieeie e 14 —32
Exhibit 14.3B: Nonresidential Appraisal Engagement Letter (Recertification) ...........cccocvevveniiecienceenienieenenns 14 —38
Exhibit 14.3C: Residential Appraisal Engagement Letter (Recertification)...........ecceeveevieeciercienieneeneeieeeenne 14 —45
Exhibit 14.4: Regulatory Guidance on Real Estate Appraisals..........cccccvevveeieeienieniieienie e 14 —49

Exhibit 14.5: Frequently Asked Questions on Appraisal Regulations.............ccceecvevierierenienieniesieneeee e 14 —52



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xxi
PART IV — SMALL BUSINESS LENDING
CHAPTER 15
MODEL SMALL BUSINESS UNDERWRITING POLICIES AND PROCEDURES
Background to This Manual’s Underwriting SYStEIM .......cc.eevvieeierieiieneeniierieeteeeeeeesteeveereesesseesseesseesseessesnnas 15—1
A Small Business Loan DefiNed..........c..cociiiiiiiiiiiiiicicceece ettt ettt et e eete e e ve e v e ebeeeareeens 15—2
The Small Business Loan Application FOIM ..........coeciiieiieiieiieie et ee s 15—2
Business INTOrMAtiON ........c.oioiuiiiiiiiiiccieeeiee ettt et et e e eta e e tbeestaeetbeesase e tbeesaseetaeenaneennns 15—2
I T e L0 1<) S 15—3
STGMATUIES ...ceteeuteeite ettt ettt ettt ettt et et et e e e e e a e e sae e bt ea et emeeeseeeseenseemseamseemeeeseessee st ensesmeeeneanseenseenseeneenneens 15—3
(013§ o0 T AT 0 101 (o ) S 15—3
Owner and/or Guarantor INfOIMAtION...........cccuiiiiiiiiiiiie ettt ettt e et e et e eeaeeeereeeetaeeeanee e 15—3
StatemMeEnt Of GUATANTEE .........ooiiiiiii ittt e ettt e ettt e e e et e e e et e e e etaeeeeeaaeeeeeaaaeeetseaeeenseeeeennes 15—3
How the Process WOrkss i PTaCtICE .........ccuuiiiiiiiiiiciiee ettt e e et e e et e e eeaaeeeeenaes 15—3
The Branch OWNS the CUSTOMET ..........ccviiiiiieitieeiiiecieeeiee et et ereeeeeeetreeeteeeetreeetaeentaeeeseeeseeeereeeetseensseenens 15—3
The Central Loan Office Administers the Bank’s Small Business Loans ............ccccccoveeevvieiieeeieecnee e, 15—4
How to Underwrite Small BUSINESS LOANS .........cooviiiiiiiiiieiiccie ettt ettt e eare e et e e aaeeeaneeenae e 15—5
Credit BUI@aU REPOIS ......eiiiieieiieieeie ettt sttt ettt et et et eeebeesaesseesseenseensesnnesneesneanseenes 15—5
Financial Strength of PrincCipals ..........cccveiirioiieiieie ettt et se e ssaesneesneenseenes 15—6
Asset Coverage as a Secondary Source of Repayment............ccveiiiiiriiieiieiieeee e 15—6
TIME 1N BUSIIESS .....eeeeiiieiiee ettt e e e e e et e e e et e e e et e e e eteeeeeesaeeeeeaeeeeeteeeeesneeeeenneeeeenneeeas 15—6
TYPE OF INAUSIIY ..ttt ettt et s at e s et e et et ene e e st e e se e st e teenseenaeeneesneesneenneenes 15—7
CaSh MANAZEIMENLT ...c..eeiiiiiietieie ettt b e bt e e st esae e s bt e bt emteeateeb e e s beesbe e beesbeemaeeneeseeesaeenseenee 15—7
A Recommended Small Business Loan Grading SYStEIM .........ccueruiiuiiiriiieieieieiesiee ettt 15—7
Scoring the NINE FACOTS .....cc.eiuiiieieieiee ettt ettt see ettt ae e e st ess e s e besaeseeenes 15—7
DetermMining the GTAC .......c.oeciiiieiieiieiieteeeeeeese ettt st e et e b e st e saeesse e beesseesseessessseseesseessesssesnnas 15—10
Unintentional DISCIIMINATION ........ccuviieiiiiiiiiitieciieeeteeeetieeeteeeeteeeeteeeeteeeeteeeeteeeeteeeetseeetaeeseseeseseseseseesreeans 15—11
Exhibit 15.1: Small Business Credit APPLICAtION ........ccveruieriieieiieiieie ettt ereeee e sreeseeaesseesreesseenns 15—12
Exhibit 15.2: Small Business Loan Grading Sheet...........cccveoiiieiiirieiieieceeeeeeee e 15— 14
CHAPTER 16
MAKING SPECIFIC TYPES OF LOANS
LANES OF COAIT....cuviiiiiieiie ettt ettt et e ettt e e v e e et e e e beeeabeesabeesaseesareasaseessseessseessseanseeensseansaeensseeseeenses 16 —1
Seasonal LineS OF Credit..........ooouiiiiieie e et e e e e e e et eeeereeeeennnes 16 —1
Nonseasonal Lines Of Credit...........ooouiiiiiriii e e e e e e e e et e e eeneeeeenneas 16 —2
TN LLOAMS ...t e et e e e e e et e e e ettt e e et e e e e ette e e et e e e eaeeeeerreeeeeteeeeenns 16 —2
PUIPOSES ..ttt ettt ettt et e st e e ettt e e be e s st e e asbeeasbeeasbeeasbeeasae e s b e easbe e st e e sae e st e este e taeenaeentaeeneeentes 16 —3
TOIIMIS ...ttt et e ettt e e e et eeeeta e e e e taeeeeeateeeeetaeeeeetteeeeeateaeeetaeeeeetaaeeeatteaeeataeeeeateaeeearaaean 16 —3
INEEIESE RALES ....uvviiieiieic e ettt e e e bt e e et e e e e sttt e e e eatbeeeeataaeeetbeeeesasseeenanseeeaaraaeas 16 —3
L0AN AGTEEIMENILS .....eeeuvieiiiieeiieiiieetee et e et e ettt este e sttt esate e sttt e abe e tte e sbeensaeensaeenbaeessaesnseesnseesnsseensneenseeensnesnses 16 —4
COIALETAL ...ttt ettt e e et e et e e et e e e tbeeeabeeetbeeetseestseeeaseeeaseeasseeseseeeaseensseenseeeteeenseeentes 16 —4
LeNdiNg t0 CONIACLOTS ......veivieiieieeteetesteeteerteeteeteestesseeteesseassesssesseesseesseesseensessseeseaseanseenseessesssesseesesnsesnsesnns 16 —5
PUIPOSES ..ttt ettt e it e bt e ab e e bt e s a bt e bt e e bt e e bt e e at e e bt e e ate e baeenaeeeabee 16 —5
TOIIIL ..ttt et e e ettt e e ettt e e ettt e e eeatbeeessssaeeaesaeeeasssaeeasssaaeesssaeaansseeeanssaeeensseaeensaeeeansbaeeensraaean 16 —5
INEEIESE RATES ... e e e e e e e e et e e e e e e et e e e eaae e e eeaeeeeenneaean 16 —5
[OFeY 1 F: 1) 1 RSP 16 —5
(O80T o) s SRS 16 —5
L0ans t0 SMAIl BUSINESSES. .....cvveeueeetieeeteeecteeeeteeeeteeeeteeeeteeeeteeeeteeeeteeeeteeeeseeeeseeeeseseeseeeeseeeteeeseeeetsseeseseesseensesenses 16 —6
PUIPOSES ..evieiiieeiieette ettt ettt ettt e st e e et esbe e e st e e ssbe e e st e e asbeeasseeasbe e st e easse e sbeesae et b e esaeentaeenaeentaeenneentes 16 —6
TOIIMIS ...ttt ettt e ettt e e ettt e e e eata e e e e taae e eeateeeeetaeeeeeateeeeaateaeeataeeeeettaeeeatteeeeataeeeeateeeenareaean 16 —7



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXii
RISKS ettt ettt b e bt bt e st a ettt b bbbt ea b et et bt eheeb e e st e st et e te b naea 16 —7
OLRET FACTOTS ...ttt ettt b e e bt b e a e st et et e st e et e e bt sbe et e eseente e entenbenaea 16 —8
Servicing CONSIACTALIONS........ecuieiietieteeiestesttesteeteetesseeteeteessesssesseenseeseesessaesseesseenseanseassesseenseensessenseens 16 —8
SBA-GUATANtEEA LOAIS ..c..eviviriieiieiieteiestesteei ettt ettt et ettt b ettt e bbb e e bt sbeeb e et e ae st e b e 16 —9
The Credit EISEWNETE TSt ......coiiiiiiiiiiriieieeiceteteese sttt sttt ettt sttt et see e b e 16 —9
7(2) LOAN PrOZIAIM. ... .eiiiiiieiieiiee ettt ettt ettt et e bt et e et e s et e sae e et et e eneeeneeeseenseeseenneeneas 16 —9
EXPress Loan PrOGIAM .........cccooiiiiiiiieiiee ettt et ettt ettt et e s e s e beenteeneeeneas 16 — 14
R o (o 14 o TSRS 16 — 15
DISASTET ASSISTAIICE ...cuveeuteiieiiieiteentt ettt ettt ettt et e bt e s a e e s bt e bt e bt et e s et e sat e et e et e enteen b e eateebee bt e beenbeeneennean 16 — 16
JOINE VBIEUTES ...ttt ettt s et s bt e s bt et et e eat e et e e sb e e sb e e b e embesstesaeesbeenbeemeeeae 16 — 16
Stocks and Bonds @s COIAteral...........o.iiiriiieiiieieese ettt eae et et eae et seeneas 16 — 17
DIETINITIONS ..ottt s h bbb et et e e st e bt s bt eb e es e e st et esb e e b e s bt ebeebesbeebeent e st e st et eae e 16 — 17
PUIPOSES ..ttt ettt ettt ettt ettt et e e bt e e bt e e bt e e bt e e bt e enate e bt e entee e baeenbeesabeeenbeesabeeenraens 16 — 17
Terms and MaxXimum Loan AMOUNTS............ccuerierieriierieeieste e seesee et eteeaesssesseesseesseesseessesnsessnesseessesnnes 16 — 17
COIIALETAL ...ttt ettt bbbt ea ettt b e b e bbb et et et e st besb e bbbt et et et e 16 — 18
CAULIOMNS ...ttt h ettt ettt b e s bt e bt e bt ea s et e e e bt s bt e bt e bt eb b eat e st et e nb e bt sbeebeebt e st enb et ene e 16 — 19
ATTCTATE LIOAMS ...ttt ettt ettt ettt et et et e st et e e bt et e em e e eaeees e e st enseeaseeneesaeenseenseenteeneenneenseens 16 — 19
PUIPOSES ...ttt ettt ettt et e et e e st e e bt e bt e et e et e a et e ae e ea e e a e et e et e enteen s e s e e ne e teenteeneeenean 16 — 20
Terms, Rates, and Maximumm AINOUINES ...........oooiiiiiuuiieieeeiieieeeeeeeeeeeeeeeeeeeseesareeeeeeessesaareeeeesssssanseeeeessns 16 — 20
TIISUTAIICE ..ottt e h e b e h e bttt et s et e s he e sbe e bt et e en bt ea b e eaeeeb e e bt enbeenbesseennean 16 — 20
Perfecting the Collateral ....... ..ottt ettt st ebe st s et e e e e e e e e 16 — 20
(1112 o) s J OO OO OO TSR PRRPPUP 16 — 20
Loans to Directors, Officers, and EMPIOYEES .......cccveviiriieiiiiieiieseeieeec ettt s 16 —21
Regulation O Compliance REQUITEIMENLS ..........c.cciiriieriieiiiieiie ettt ettt beeeseseaeseee e esseessesnnas 16 —21
Additional Bank Policy on Loans to Executive OffiCers........occvvviiriinieniieiieiecieieeieee e 16 —22
Bank Policy on Loans to All Other Officers and EMpPlOYeEes .........ccceveverierienieniieiieieeeeeeee e 16 —22
Lending to the AFTIUENL ......ccveiieieeeeee ettt ettt ettt et e esaessae st e eseensesanesseenseensennns 16 —22
GETICTAL ...ttt b b et b e bt ettt b e bt b e h e bttt b e bbbt bt e bbb et ne e 16 —22
EXecutive EMPLOYIMENL ........oiiiiieiieii ettt sttt ettt ettt e st et e et e enteeseess e e beeneeeneesneas 16 —23
BN 11011 1L £ ST 16 —23
3 1) 74 (<SSR 16 —24
TAXES ettt ettt ettt h ettt ea e ee e e h e eh e eh e e bt e bttt ea et ea e e e bt e bt et e eat e eh e e bt e bt en b e enteesaenaean 16 —24
Limited Liability COMPANIES ........eoueitietieiietieieiete ettt ettt ettt et et e te st e steebeeseeseeseensesenseaaesseebeeseeseeneensensensensenes 16 —25
ATHICIES Of OTZANIZALION .....eveviiiieiieie ettt e et et e st e s te e teesbessaesseesseesseesseesseesseessensaesseenseessesssesseas 16 —25
OPEIAtiNg AGIECIMENL ....c.vieuviieiiieieeiieitieteeteeteeteeteesteesteeseeseastesseesseesseesseesseessesssesssesssesseessanseessesssesssessees 16 —25
LLC CRaraCteriSTICS .. v euveuveteeuteuteuietentente sttt eitett et ettt ebe e bt et et e s e besbeebessees b eneens e besbeabesbeebeentensenseneensenee 16 —26
1S3 4 e N = 30 I 5O TSRS 16 —26
Documents That Should Be in the Credit Files ........cccoviiiiiiiiiiiieeee et 16 —26
Limited Liability PartNerShiPs ........ccveriieciiiieiieriieie ettt ettt et sae st eseensesnsesseenaesanesneeseenseenns 16 —27
O1l OF GAS WEIL LENAING ...ttt ettt ettt ettt e s e e s e s st e beebeenaesaeesneeneeneeenes 16 — 28
Are Oil and Gas Interests Real or Personal Property?...........ccooiiviiiiiiinienieeeeeeseeeee e 16 —28
Oil and Gas Documentation ProCeAUIES...........ccueiiiiiiiiiiiee et 16 — 29
ACH Underwriting and ManagemeNt..............cceiiririeieieieiertesteete st ete et eneeeeseestesaestesseeseeseeneensensensensessessenes 16 — 30
Borrowing and Non-Borrowing ACH CUSLOMETS ..........ccueiuiruiiiriieieiieieiesiesie et eseeee e e seesee e saeeneene 16 — 30
ACH Transaction ApProval PrOCEAUIES .........c.eeeciiiiiiieiieiiieeit ettt aee e eeeeeseaeeaeessaeevee e 16 — 30
When Files Exceed EXPOSUIE LIMILS........ccvieiiieiiriiiiieiieiesiesee sttt ereeeee st e sseesseesseessessaesssesseessesssessnas 16 —31
Applicability of Legal Lending LImMits .........cccoecviiiiiiiiiieiiiie ettt ees et seesaesneas 16 —31
Daylight Overdraft Underwriting ProCeAUIES .........cceevviviiiiiiiieiieiieie ettt sse e e 16 —31
Lo (o) 1 N = USRS 16 —32
DIOCUMEIEALION ...ttt ettt ettt ea et a e bbbt e bt eb et et et e se e b e sbeebeebtentens et ene e 16 —32
Lending to Non-Profit OrganiZations .............c.eecveeeerieerieereesieseesteseesseesesseesseesseesessesssesssesseessesssesseesseensennes 16 —33
1S5 4 0SSR 16 — 33
EqQUity REQUITEIMENLS ....c..eeiieiieiieie ettt et ettt ettt st e st e et et e enteenteesaeeneenseenseeneesneas 16 — 33
RELYING ON PLEAZES ...ttt st b st et e et e be s be et e eseeseeseeneeneenseneaneenes 16 —33

UNIAETWITEINE ..ottt ettt ettt ettt et e e et et et e bese e eb e e st eseea e e s e b e es e et e eseeaeemeensenseabeebeaseeseeseeneeneensensensensens 16 — 34



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xxiil
SEIVICIIIZ. 1. vettetieeteeieete st e et e bt et e et e et e e st e se e beesseessesssesseesseesseesseasaeeseesseenseessaesseassesssensaensesssesssesssenseensenses 16 —35
Tract Development LeNdiNg .........c.cccvevieriieiiieiieiesiieieeieeiesee sttt eveeaeseesteesseesseessessaesseesseesseessesssesseesseessenses 16 —35
RAW Land LOANS....c..eouiiiiiiieiieieientees sttt sttt et be sttt ettt et ne e 16 —35
Criteria for Tract Development LOAnS.............cccueriiiieiiirieiie ettt seenaesnees 16 — 36
Residential Construction LOANS . ........cc.eeeiiiriiriiniiincnceitet ettt sttt 16 —37
Condominium FINANCINE ......ccueeiuieiiieie ettt ettt ettt et e st esee e et e et et e eaeeeseeeseese e seenseeneesneas 16 — 38
Exhibit 16.1: SBA L0an PrOZrami.........ccccieiiieiiiiiieiieitieteee ettt ettt es et e et estesmeesneeseeeeeenes 16 — 39
Exhibit 16.2: Partnership Borrowing AUthOTItY........ccouiiierieiiie et 16 — 41
CHAPTER 17
COMMERCIAL LENDING
Commercial Lending BasiCs.........coiiiiiiiiieieieeee ettt ettt sttt et et e e e e tesee et e saeese et ansensensesbeeeea 17—1
The BOITOWET’S CRATACLET .....c..etitiitietieieeiiete ettt sttt et et ettt s be bt eb e e st e st e e e ntenbeneea 17—1
MANAEMENE ADILIEY ..c.viiiiiiiieiiciese ettt ettt e ae st e st et esbeesteeseeeseeseesseesseessesssesseesseessesssesseesseenseenns 17—1
PUIPOSE ..ottt ettt s e et e st e ettt et e ettt e at e et b e e a b e e bt e e tae e bbeeate e baeenteenteeenaeentes 17—1
Primary Sources 0f REPAYIMENL .........c.oeiiirieriieiieieeie ettt ettt et s e et esse e seesseenaesnnesneesseenseenns 17—2
Secondary Sources of REPAYMENT .........cccuiiiiiiiiiieiieie ettt st e e e esaesseenseenaesseens 17—2
Industry, Economics, and Other COnSiderations ..............ceecveriereieriiesieeieniesieesieesieseeseeseeeseeeseessesssesseenns 17—2
Loan Underwriting DOCUMENTALION ........oeiiuiiieieiieiieieetie sttt sttt et ettt et e et et eeneeeneesseenseenseeneesnees 17—3
The Loan Application Card ...........cooeeeierieieeee ettt ettt ettt e e sbe et e steeaeeneesneesneeeeenes 17—3
The Credit ANaLYSiS ESSAY......eiiiiiiiiieieeiee ettt ettt ettt s e bt e saeemeesneeseeeeeenes 17—6
Financial Statement SPreadSHEets .........c.eccviiiiiiiiiiiicie ettt et e be e sre e saeere e 17—7
The PrICING SREET ..ottt ettt sttt h e st e st et e te st e eae e bt ebeebeeneentesensennesaea 17—38
Loan Underwriting/Approval PACKAZE ........c..coueiiiiiiiiii ettt 17—38
OGN STIUCTUIINE ....veevieieeiieettete ettt ettt e ste et e et e esteetaeste et e esseessesssessaesseesseesseessessseessansaenseesseessesssasaenseensenssenseas 17—38
Working Capital Loans and LINES .........c.cccuerieriieriiiiiiiieiieneeie et et eteeaessesaesteesseessessaessaesssesssenseenns 17—28
Commercial EQUIPMENt LOANS .....cc.ecvieiiiiiriieiieiecte e cee sttt et e st e teebeesseesseesaesseesseeseessesssesssesssenseenns 17—28
Guidance on Specific Types of Commercial Loan SitUations ..........cceecueeieriereeniieieeiesieseessesseseeseeseeessesnnes 17—9
LNES OF CIEAIt ettt ettt s b e bbbttt et et s bt besbe bt esees b et et enaenae 17—9
TEIM LUOANS. ...ttt ettt st et ettt et sttt e b ettt e sh et e sanenaeen 17—10
Lending t0 CONIACLOTS ... eeueeiuieieieeeieett ettt e ette st e bt et eteeeteseeeseeenae e et eneeeneeesee st eseenseenteemseaseenseensesnsesneas 17—13
L0ans t0 SMAall BUSINESSES ......cecueeruieiieiieieeiieeiiestiete et et ete st e sete st e et et eneeeseeeseesteesbeenseensesneeseenseeneesneas 17— 14
SBA-GUATaNtEEd OGNS .......etiititieiietieieete ettt sttt et ettt e et et e besteebeeseeneene et eseeenteanens 17—17
Stocks and Bonds as Colateral ...........coeoiiieiiieieieee ettt ettt enea 17 —22
Terms and Maximum LOan AMOUNES...........ooueieirieeieeee ettt sttt eee e seestesee bt eneensesessesseseeesesaeeee 17—22
ATTCTATE LUOAMS. ...ttt a ettt s b e bt b e eb e st et et e st e e b e sbeebeestene e st e e e s e 17—24
O1l OF GAS WEIl LENAING .....ooveiiieiieiieieeeieeeie ettt ettt ste e e e ssaesaaesseesseesseessaessassaessenseessesssesseas 17—26
Limited Liability Companies and PartNerships ...........ccceecuiieiiieieiiienieieeieseeeeesie et ese s 17—28
Limited Liability Partnerships ........ccceceecierierieiieieeie ettt ettt teeeteseae e e seenseeneeseensesnsesnees 17 —30
ACH Underwriting and ManagemeNL.............cceeruerierieriertienieeteetesstesseessessesaeseesseesseessesssesssesseessesssesseessenns 17 —31
Borrowing and Non-Borrowing ACH CUSLOMELS ........c..ccuerierireriieienienienieeieeaeseesseesseesessnesseesseensessnens 17 —31
ACH Transaction Approval ProCedures ...........ccoeuioiiiiiiieiieeee et 17 —31
When Files Exceed EXPOSUIE LIMLS. ......coouieiirieriieiieieeie ettt ee e enees 17—32
Applicability of Legal Lending LAmits ........ccceeiieiiiiiinieiieieeie ettt 17—33
Daylight Overdraft Underwriting ProCeAUIES ...........ccoieuieieiieiieiieese et 17—33
PAYTOIL ACH ...ttt ettt ettt b e e bt eb e e st es s e e e tesbeebeeaeeseebeenteneeneeneeneenes 17—33
DOCUMEITATION ...ttt ettt et ee e s bt s bt e bt e bt et s st e s aeesbe e bt et e enteea e e ebeesbee b e enbeemtesseennean 17—34
Exhibit 17.1: Loan Application Card.............cceecuieieriierieiieie ettt ere et eteesteebeessessaessaesseessesnaesseesseessennns 17—35
Exhibit 17.2: Commercial Loan BoOKING SHEET.........ccccieciiiiiiiiiiieieeit ettt 17 —36

Exhibit 17.3: Commercial Loan Documentation ChecKIiSt.........cccooiiviviiiiiiiiiiiiiieeceeeeeeiee e 17 —37



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXIV
CHAPTER 18
FLOOR PLANNING
L. F10OT Planning POIICY ......ccuiiiiiiieiiiiicieeieesit ettt ettt st este e beesaeessessseesaesseesseessasssesseesseesseensennsas 18 —1
IL. Floor Plan Lending PrOCEAUIES...........cceeieriiiriieiieiesiietieie ettt s ae st et eteenseenseesaessaesseenseenseensesnnes 18 —1
III. Maximum Loans per Unit and Curtailment Procedures .............cccerverirriiicieiienieieieee et 18 —2
IV. Model F100r P1an AGIEEMENt ..........ccveriieiiieiieieeiiertieit ettt sttt ettt e st e st et enteenseenseesaesseenseenseensesnnes 18 —2
V. Model Inventory Verification FOIMN...........cccoiiiiiiiiiiieeee ettt 18 —2
Exhibit 18.1: Floor Plan Financing AIeement ............cceeiuieiuirrierieiieriiesie ettt eiee st ee e seeeseeeseeee e 18—3
Exhibit 18.2: Inventory Verification FOIM .........c.oooiiiiiiiiiiiee e 18—5
CHAPTER 19
PROBLEM LOAN MANAGEMENT
Loans Deteriorate Through FIVe STAZES .......coiiiiiiiiiiieeeee ettt 19 —1
L. SAIVAGE ZIOME ...ccuvieiiiieieiiieeieett ettt ettt et et e e svesteeste e beesaeesseessesseesseenseesseesseessessaesseenseenseeneeeseenseenseenns 19—1
2. GIEALET FOOL ZONE........ciieiiieiieii ettt ettt ettt e tae st esteesaessteseeesse e seesseesseesseeseesseesseesseessesssesseesseensennns 19 —1
3. TWILENE ZONE ....iiciiieiiiciieiieieee ettt ettt ettt e e et e e ebesteesseebeessessaesseesseenseesseessesssensseseensenssesneas 19 —1
T O 1o 3 2 (/o) T ST 19 —2
5. THEANIC ZIOME ...evtieieeeiieeiieieeteeteetestestee st esteeeee e et e seasseenseassesssesseesseenseansesssesseenseenseenseansenssenssenseensennsenneas 19 —2
Importance Of Early DEteCtiOn.........c.cecuiiiiriieiieiieieeie ettt ettt et e st et eenteesaessaesseeseensesnsesnnas 19 —3
Loan Officer’s Are Responsibie for Early Detection ............cooceerieiieiieienieieeeee e 19—3
Loan Review Is a Second Line of DEteCtiON .......c.cecuieeciiiiiiiieiie ettt sveesveeseaeesaeesene e 19—4
External Auditors or Examiners Are Last ReSort DeteCtorS.......cccuvievvieiiiieeiieciieeieecreeeee et e 19—4
Signs of EMErging Problems ..........cooiiiiiiiiiieieeeeeee ettt sttt bbbttt e b e e enee 19 —4
Deteriorating Financial Condition ...........cocuiiieiiiniiiiiie ettt st 19 —4
Delayed Financial STAtEMENLS ...........eeiiieieieieie ettt ettt ettt be st ese et e testesaesbesbeebeeseenseneenseaneseeas 19—5
MaATTtal DIffICUITIES ...eouvieiiieiiiceeeeiteeteete ettt ettt et e st e bt ebeesb e e sbeesaesseesseesbeessesssessaesseessesssesseesssansennns 19—5
Delinquent Principal OF INTEIEST........cc.icvieiiiieriieiecieeie ettt ete et teeteesbesebeesaestaesbeeseessessaesseesseenseenns 19 —5
CTOAIE INGUITIES 1..vveevveeireitiesieeste et ettt e et esteebeesbeesbeesbessaesseesseesseassesssesssanseensaesseesseessesssessaesseessesssesssesssensennns 19 —5
| BT o) i O To] o T3 €213 101 o S 19 —5
(0051 gl T B 2 T RS 19 —6
When a Problem Loan IS DEteCted ........ccuieiiieiiiiiiiieiie ettt et ae et e e taeestaeestee e beeesaeesaeeseeennes 19—7
Who Handles the WOTKOUL? ..........ooouiiiiiiieiieiie ettt e et e e e s sae e st e e sabeesebeessseessseensneennes 19—7
HOMEWOTK ...ttt ettt ettt e et e e tb e e s abe e tbeessaeesseeasseessbeassaeessbeessseesseesaeensseensseenses 19—7
Meet With the CUSIOMIET ......eeiviiiieiiceii ettt ettt ettt e teebe b e et e s re e beesbeesbeesbesssesssebeesseessesssesssesseenseenns 19 —7
EVvaluate the STIUATION.......c.eieiiiiciieeie ettt ettt e et e st e e s beese e e esbeessbeessaeesssaensseensseesneensseenssennses 19—7
Develop @ GAME PLAN .......ooiiiiiiiciccicceeete ettt ettt sttt e sb e e es e e te e be e beesbeeraeesaesaeesaeenneenns 19—38
Regulatory Classifications of Problem LOans............cccoecverieiieniieiiiiie ettt sae s see e esse e 19 —8
PaSt-DIUE LLOANS. ...cccutiiiiiiiiieeiie ettt ettt e st e sttt e st e ettt e s abe e bt e essbeenbbeensaeeabbeesbe e baeenaeenbaeenneeennes 19 —8
INONACCTUAL SEALUS .....eevviieieiiieitiesie ettt ettt e et e et e s taesteesteesseesbesaeesseesseesseesseessesssesseesseesseessesssesssesssensennns 19—38
RESIUCTUIEA LLOAMNS ......eeiieiieiieit ettt ettt ettt e st e s st et enseenbeesaeesee s eenseensesnsesnsesseesseenseenns 19—9
Charging Off OGNS ......cccueiieieieieeie ettt et te st e st e s st e st enseesseesseeseesseenseenseensesnsesneenseanseenns 19—9
How to Begin the Administration of a Problem Commercial Loan...........ccccovirinenininiiinienininenenenceeeene 19—10
Gather Data from the Bank’s Credit FIles ........cooviiiiiiiiiiiiiecie ettt ee e e e e 19—10
REVIEW PUDIIC RECOTAS. ... oiiiiiiiiieciieceece ettt ettt e et e e e e tbeetaeetbeessaeesssaesseessseesnseenes 19—10
Borrower’s Total LIADIIITIES .....cc..eeeiieiiieriieiiieciieesiieeetteesiteestteesteeeseeeestteeseeebaeesseeessaeesseeessaaasseessseesnseees 19—11
COILALETAL .....veevieteeeiieii ettt et ettt ettt e e b e ea b e etbeetaestaesaeesseesseesseesseeas e seesseenseesseessesssesseesseessesssessnas 19— 11
Potential Sources of REPAYMENL.......cc.coouiiiiiiiiiiiiiicee ettt 19— 11
Meet With the CUSTOMIET ......oeiviiivieiieiiciiee ettt ettt e st e e teebeesaeeaeeere e seesbeesseesseessesssesssesseessesssesseas 19— 12
DEVEIOP @ PIAN......iiiiiiiciecieceee ettt ettt et et e st ae e be et e e st e etbeesbeera e teenbeenbensaenneas 19 —13
ANAlYZE FUUIE CasSh FIOWS......cciiiiiiiieiiciiee ettt et ettt e b e e e essessaessseseensesssesseas 19— 13
Re0rganize the FilM .........oooiiiiiiieieieeeeee ettt ettt e st e e et e e s e esnenseenseensesnsesneas 19— 14

SALE OF ASSELS ..o it ettt e et ee e e e e e et e et e e e e e e e —teeen——eeee—teeetaeeeearaeeaaneeeearreeaanns 19— 14



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXV
AddItional Collateral .........coieiiiiiiiiieie ettt sttt b ettt ne e 19— 14
STATUS OF the INOTE ...ttt b et a et et e e st e s b bt ebeea e ent et eeesenbens 19—15
WOTKOUL PIANL....coutiiiiiiieee ettt sttt eb ettt e e e ee 19 —15
Protecting the Bank’s GUATANEEES..........cc.eeruieriiriertiesiieiteeiesteseesteetesteseesseesseesseessesseesseenseessessesnsesseenseensennes 19 —16
ANAlYZIng PErfOIMANCE .......ccuiiiieiieieciieciieeee ettt et ettt et e et e s tessaessee st eseenseesaesseenseenseensenseensenns 19 —16
Charging Off LOANS .......eeieeiieiieieeeee ettt ettt ettt et e s et e st e et e en e e s e e esee st e beenseentesaeesneeseeneeenes 19— 16
Administering Problem LOANS .........cc.oiiiiiiiieie ettt sttt ettt ettt e ae e ens 19— 17
DAL A AN o) o) 8 7 1 USRS 19— 17
Documentation and Public Records Check ............coiiiiiiiiiiiiiiiie e 19 —17
Sources of Repayment ANALYSIS ..........ooueriiririieii ettt ettt st sbe st eae et eseeneeseeaaens 19 —17
Meet With the CUSTOMET ....c..eeuiiieiiieietieie ettt ettt ettt e e te bt bt e st es e et enbesbesseebesseeseentenseneenseneenes 19— 18
Develop @ WOrKOUL PLAN .......cccoiiiiiiiiciieiceeeeeee ettt ettt e et e e b e esbessaessaeseensesssesneas 19— 18
Watch List Maintenance ProCEAUIES ...........cccuiiiiiriiiiiiiiieeteee ettt e 19— 19
Sell YOUTr Problem LOANS .....c..cceeiiiiiiiiiiinieniceeetetetesteste ettt ettt ettt sttt ettt ne s 19— 19
Potential BUyer DUE DIlIZENCE ........ccouiiiieiieiieiecieiee ettt ettt ettt e esaesnaeseenseensesneas 19 —20
Selling Problem Loans Is a Routine Procedure for Large Banks ..........c.ccocvverieiiniininininicncncncceecenee 19 —20
e BT | (I AN o3 (TS) 10T LA SU TR RRRS 19 —21
Should You Sell Your Problem LOans?...........ccooioiieiieiiiiieieeee ettt 19 —22
Exhibit 19.1: Request for Charge-Off............ooiiiiiieee e s 19 —23
Exhibit 19.2: MOAE] AGIEEMENL ......euitiieieeieiieiete ettt ettt ettt ettt eae st et et et et e besaeebeeseeseeneensenaeneeeseee 19 —24
Exhibit 19.3: Problem Loan Status REPOTT........cc.ccuiiiiiieiiieiicie ettt ettt et saesre et eveesae s e 19 —29
Exhibit 19.4: Watch List as of December 31, 20X X ....uuuiiiiiiiiiieeie et e e eaae e sseaeeeesneaeeeenes 19— 30
PART V — DOCUMENTING, PRICING, AND SERVICING LOANS
CHAPTER 20
SECURED LENDING UNDER UCC-9
Attachment and PerfeCtion ........c.ooiiiiiiiiiieeeee ettt sttt eb ettt e e nee 20—1
FALINE ..ottt ettt ettt et e e st e e st e ette st e b e esseesbeesbe kb e b e e s e enbeeraeeReeeReeae e st e enbeesbeesbeeseeseenteenseenaenneas 20—1
Personal Property Associated with Real PrOperty .........cccceecierieriieiiieiieieieeee e 20—2
Subsequent Changes to the Financing Statement .............ccvevureiieierienieiieeie et eee e 20—2
Classification Of COAtETal ...........cceriiiiiiiiteereree ettt ettt et a e st b e sbe ettt eat et et e be e 20—3
B 1T o) L G {0 T Ta SRS 20—4
53100 Fea o] (S oo T L3RS 20—4
FAXEULES ..ttt ettt et et et e e et e s a e e s bt e et emeeeaeeea e e st et e em e e emseeneeebe e bt et e enteeneeeneenneeneeenes 20—5
PLOCERAS ...ttt et e e bbb bt ettt he e bt e bt et et st e bt e eh e e bt et e et e enaesaeen 20—5
Purchase Money SECUTILY INEEIESE .......c.eeiiiiiiie ittt sttt ettt ae et e bt e et ese e et ete e esaeeeeas 20—6
Titled Vehicles and ATICTATT .......oc.oiiiiiiiie ettt st b ettt 20—6
Priorities in Security Rights Under the Code..........c.ivviiiiiiiiiieiieiecie ettt 20—6
OFAET OF FIIINE...c.viiiiiiieiicie ettt et et et st e s taesbeesbeesseesseess e saessaesseessesssessaesseessesssesseesssensennns 20—6
Order of Perfection OF FIlING .........ccoooiiiiieiiiiieiieiee ettt st s e aesnaesneesseenseenns 20—7
Order Of AtACHIMENT . ......cc.eiiiiiiiiiiie ettt ettt ettt st sbe ettt e e e entenae e 20—7
Fixture Priority RULES .......oiiiiiieiieie ettt sttt ettt et e et e be e e enseenaesnnesneenseenseenns 20—7
AACCRSSIONS ...ttt et et et et ekt e bt et e e ateeate e atess e e st e et e a et en e e es e e st ent e en et en e e ee e e eh e e Rt e bt e bt enteene e st e st enteeneeeneenneen 20 —38
Purchase Money SeCUTILY INTEIEST ........ocuieiuieiiiieitieiie ettt ettt e eee e e saeeeeenes 20 —38
LT ed s LE Ol 3 1 4 B O ST 0] 4SS 20 —8
SUDOTAINATION ...ttt ettt sttt ettt ebt e s bt e b e et eabeeaaesbeesbee bt embesaeesbee bt eneeeneeeneenseens 20 —38
Commingled or Processed GOOAS. ... ....eiuieuieiiieieiee ettt ettt st st ae bt et eneesbenaeseeas 20 —8
Protection 0f BUYETs Of GOOMS .....cc.ciuiiuiiiiieieee ettt ettt sb ettt eaeese e e s e eeseesbe e 20—9
INtANGIDIE COLIALETAL .......cviiiieiecieceeceee ettt ettt et e e s te et e esbeeseesseeese e seesseesseessassseseenseessasssennnas 20—9
ASSIZIINICIILS .....vvieviieeiestieteeteetesteseeesteeseesseesseeseesseesseassesssessseseesseasseassesssesssanseessaassesssesssenseensenssesssesseenseensenses 20— 11
HIAAEN LIBTIS ...ttt ettt b e bbbt ea et e et bt e bt bt sb e bbbt e st e st et e et ee 20—12

L SeTe (| I I D 05 T TR 20—12



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXVi
Other HIAAEn LIENS ...ooouviiiiiiieiii ettt ettt ettt e ettt eeve e e eaeeeateeeabeeeaseesaseeeaseeeseeensesenreesnreeins 20— 13
JUAGIMENE LICNIS. .. .eeiiiiieiieie ettt ettt et et e e e s e e s aaesae e beesbeesseessesssensaessaensesssenseensenssesssenseas 20— 14
Other Potential Hidden LIENS .........couiiiuiiiiiiiiiiieiic ittt ettt e eaaeestaeetaeestaeeavesenveasaseens 20— 14
The Bank’s Rights in the Event of Default............ccooiiiiiiiiiiiieee e 20—15
TaKING POSSESSION ....eeuvieiiiiiieiiieeiiesit ettt et e et et et et esteseaessaesseesseenseessesseesseasseenseenseensesssessseseensennsesnsessees 20—16
Sale Of COILALETAL..........eieieeieeeeeeeeeeee e e e e e et e e e e e e eaae e e eeteeeeeaneeeeeaeeeeenns 20— 16
Retention Of COMAtEral ..........c..ooiiiieiieeeee e e e et e e e e eaae e e e enaeaeeenneas 20— 16
L Ta 13 1010 510 )3 SRS 20— 16
PENAITIES ..vviieeeeeeee ettt ettt ettt e et e et e et et e e ete e eteeeae e eaeeeteeeaeeetteeeeeeeteeeeteeeteeereeereeans 20— 16
CHAPTER 21
DOCUMENTING SPECIFIC TYPES OF LOANS
A CCOUNES ...ttt ettt e ettt e e ettt e e etbee e e aaaeeeeatseeeeaeseeeetsaeeesatsseaansseesanssseessseeeeansseeeassseeesnsseaaan 21 —1
ATTCTATT L.ttt et e et e et e e et e e e b e e e abe e e beeebe e ebeeeateeebeeetaeeetreeataeeatbeeeraeeteeenteeentes 21 —2
Beef, Dairy Cattle, Sheep, Poultry, and Other LivestocK .........c.cccvervieriieciieieiieniieicce et 21 —3
Boats, Motors, and BOat TTAILEIS...........ccueiiiiriieieieee et eeeeee e eeee e e e e eeeaae e e eeaaeeeeeareeeeenneeeenneeeeeaneeeas 21—3
BUSINESS EQUIPIMENL .....eiiiiieiieie ettt ettt st e st este et e eatesseeeseeseenseenseensesnsessnesseensesnsesseenseanseenes 21—4
[070) 115 v To7 £SO SRR 21 —5
(O] 1133117 11 o € oY Yo LIRS 21 —6
(05 (o) o TSRS 21 —7
| DTN 3 G 5 1< RS 21 —8
ESCIOWS . ettt e et e e e e e ettt e e e etae e e eetaee e e ettt e e eetaee e eetaaeeeatteaeeataeeeeaaeeeeeareaean 21 —8
Farm EQUIPIMENL .......oiiiiiiiiieciie ettt ettt e et e st esbe e s beessbeessbaessseessbeassseesssaeasseensseessesnsseenssennses 21—9
FIXEUT@S ottt et e e ettt e et e e e et e e e eetaeeeeeataeeeetaaeeetseseeesseeeeeaseaeeantaeeeetseeeeneeas 21 —10
FLOOT PIANS. ....viiiiiie ettt e e e e e e e st eeett e e s taeeeteeeetaeeaeeeeteeeseeenbaeenseeeseeeaseeenreesaseeias 21 —10
Home Mortgage Documentation REQUITCIMENLS ........c.cccviriirieiiereeiieteeieeeeseesseereesseeesesseesseessesssesssesenes 21 —11
INEETESt IN AN ESTALE ...ecviiiiiieiie ettt ettt et e e et e e etae e eteeeteeetaeeteeebeeeareeebeeeareeaas 21 —11
TIIVEIEOTY .ttt et ettt e bt e bt e e s b bt e bt e e bt e e bt e e bt e e bt e e baeeabte s beeeabeesabeeeareea 21 —11
L@ INSUTANCE .....veiiitie ettt ettt e st e eetb e st e e e abeesabeeeabeesabeesaseessseessseessseenseeensaassseessseesnseenes 21 —12
Limited Liability COMPANIES. .......coveruieiieieeieniiestieteetesteseesseesseesseessessesssasseeseesseessesssesssesseessesssesssesnees 21—13
Limited Liability Partnerships ........ccoecieieeieiieiiee ettt sttt ettt eneas 21 —15
A, (610 VAT 1§ o1 (=T SRR 21 — 16
NS ettt e et ee et e ettt et e e e et e e e et e e e eetaeee e ettt e e eetaeeeeetateeeattaeeaaaeeeattreeaatteeeeataeeeantaaeeeatreaeaaaneas 21 — 16
Oil OF GaS WEll LENAING ...ttt b et es et e st be et ebe et e e e e e see e es 21 —17
REAL ESTALE LLOAMS ....ooiiiieeiiie e et e e e e et e e et e e e et e e e eaaee e eeaaeeeeentaeeeetseeeeneeas 21 —19
Savings — On Our Bank (Savings, MMDA, and CDS) .........cccccvevuieiieienieiieieeeeseesreesie e 21 —21
Savings — Of Another Bank (Savings, MMDA, CDS)........cccvevuiiiiiieniieiieieeieseesieere e saeseesaeesseessesns 21 —21
StOCKS ANA BONAS ....cuvviiiiiiiiicce ettt et ettt e et et e et e e eta e e ta e e aeeeeteeeeteeetaeeraeears 21 —22
THUSE RECCIPES .. vevteiietieie ettt sttt e ettt et e st et et et e e aaessaesseesseenseenseensesnsesseanseenseenseensensaenseenseensessnennees 21 —23
U.S. GOVEINMENE COMITACES.....uuviieisiiiieeiiiieeeitieeeiiteeesrteeestteeestreeeeereeeasssseeassssasesssseesasssssesssssesesssseesnssees 21 —23
WaArehouSE RECEIPLS ....vevveiieiieiieie ettt ettt et et et e e e e s e e satesse e seenseenseenseessessaenseensennsesnsennees 21 —24
Exhibit 21.1: One- to Four-Family Residential Lending Documentation Charts ............cccccceveererneneenrenennne 21 —25
Exhibit 21.2: Partnership Borrowing AUthOTItY........coouiiieiiiieiie ettt 21 —137
CHAPTER 22
REAL ESTATE LOAN DOCUMENTATION AND CLOSING
Real Estate Loan Documentation BaSICS ........ccc.uiiiiiuiiiiiiiie ettt e ettt e e e e e e e e eanns 22 —1
DIEEA OF TTUSL ...ttt ettt ettt e e e et e e e et e e e e eaeeeaeeeateeeaaeeetseeeseeeeateeeseeeeteeeeseseetseeeseeenees 22—2
COoNtENtS OF @ IMOTEZAZE ...cueeiiiiiiiieteet ettt ettt ettt b e bt et et satesbeesbeemaesaeeseeesbeeeeenee 22 —2
MOTtEAZE RECOTAING ... ecviiiieiiieiiectiectteteet ettt et et e e e tesetesteesseesseesbeessessaesseeseesseessesssesssessesssesssesssensennns 22 —3
IMOTEZAZE CIOSINE ....veevvieiiiiieitiesie et et et e ettenteesteesbeesteesaesseesseesseessesssesssasseesseessesssesssessaesseesseessesssesssenseensennns 22—4
Describing the Debt, the Property, and the Mortgagors (Grantors)............eceevereereesiersreseeseeseeseeeseeseens 22 —5



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXVii
Other Documentation REQUITEIMENLS ...........c.cciiriieiiieiiiiestiesieeieetesteseesteesteeaesseesseesseesseesseessesssesseesseessesssesnss 22 —5
L0an ClOSING PrOCEAUIES.......ccoviiiiiiiiieciierteeit ettt ettt eea et e steeste e seesbeesaesseesseesseesseesseessesssessseseenseensennsas 22 —8
Ancillary Supporting DOCUMENTATION ........cccveeierieeiertt et eieeeteeteesteeieeteseeseesseesseeseeseesseesseenseenseeseesseesseensesnses 22—9
FINancial StAteMENES. .......c.ceiiiiriiiiiiteeieeet ettt ettt et et ettt st st sbe bttt e st et nnesae 22—9
GUATANEEES ...ttt ettt ettt et sttt ettt et et eue e s bt e b et et easesaeesaeesaeemaeemtteaseeuaesusesane bt enseemneennesanes 22 —10
Borrower’s Authority to Pledge Collateral and Borrower’s “Good Standing”...........ccceccevvenieneenennennee. 22 —13
Consent t0 HYPOthECALION ........oouiiiuiiiieiieieee ettt ettt et e et eeste e st e beeseeneeenees 22— 14
INOLE OF INOTES. ... eeneeaeeeeteeeee et ettt et et e et te st e e et e et e et e eae et e et e em bt emeesseess e e seemseemseemeeesee st anseenseenseaseeseenseensesneas 22 —15
Collateral Loan AGIEEIMENL .........ccuiiuieiiuieieieietesteete ettt eteeeestestestesaesbeeseeseesseeenseasesseebesseeseeneensenseseensees 22— 16
Subordination or Standby AGIEEMENTS .........cc.eeeiieirieieiieieie ettt ettt et et e st et s ee bt eseeaeeseeneeabeseeas 22 —17
POWET O ATTOITICY ...ttt ettt st e ettt et b e b et e bt ea b e ebeenb e e b e enbeenaesaees 22 —19
TAX ISSUES ...ttt et ettt s a e s bt sttt et s at e bbbt et ea e b bt et eatesaees 22 —19
Exhibit 22.1: Loan Application Card.........c.cooereiiiiriiieieeere sttt sttt sttt ettt s 22 —121
Exhibit 22.2: BOOKING SNEET......ccuiitiriiriiiieiieiietestieer ettt ettt st sttt et sae e 22 —22
Exhibit 22.3: Documentation Checklist (Real Estate Loan) ........c.ccoceverererieieniinieninenenencccceeecenieneee e 22 —23
CHAPTER 23
STRUCTURING AND PRICING LOANS
Factors Influencing Pricing DECISIONS ........c.ueruiiiiieiiieiieieeie sttt ettt ettt ettt ettt et eseesseeseeeseeeeeneas 23 —1
Interest Rate Risk Mana@emeEnt. ...........ociiiieiiiiiiieie ettt ettt sttt sttt e st e e e e e sne e e enee 23 —1
Loan Portfolio Mix and Concentrations Of Credit..........oeoieriirierieriieiieieeieseee e 23 —1
Loan Portfolio Structuring POLICIES ........c.eiuiiieiiietieieieie ettt ettt st ettt teseeseesae e 23 —2
LL0AI PIICIIE ..ttt ettt et ettt h e b e b e bt e bt e et s htesbe e s bt et e em bt ea bt ea e e eb e e bt e bt et e enbeeneas 23 —4
Commercial Loan PriCINE. .....c.oiuiiiiiiiii ettt ettt ae ettt e st be s bt ebe et e teneenseseeeaeas 23 —4
LLOAIN PLICIINE ..euvtiivieiiieieeie ettt ettt ettt e b e et e s taesbe e beesseesbesseesseesseesseesseessesssesaessaesseesseassesseesssensennns 23 —5
The Cost of Funds Used in Loan PriCing...........cccocverieriiniieiieiesiteie ettt sae e essesseesseense s 23 —6
Loan AdmINISTEAIVE COSt......cveiiiiitiitiriietieiietee sttt ettt ettt st b e bt eat et et este st e besbeebeeseentensensenbenaeas 23 —6
L0an LOSS RESEIVES ..ottt ettt sttt ettt et et st sae e e 23 —6
FOTMUIA FACTOTS......ctiteiieiieteet ettt bbbt ettt a e st be bt eb et es b et et enbenaea 23 —6
Pricing Consumer and Mort@age LOANS ........c.ecueriieriierieiiesieriete ettt aessae e e sseeseenaesneesneenseenes 23 —7
APPLYING the IMOAEL.......oeiiiiiee ettt ettt e sttt ete st esaeesae et e e nteenteeneeeneenneens 23 —7
Value of Compensating BalanCes...........c.eiiiiiiiieiiiii ettt sttt seee s 23 —8
A Computer Based Commercial Loan Pricing SYSteM.........cccueiuiriiiiiiiiieieieeie et 23—9
Variables Used in the Pricing MoOdel.........c.ooiiiiiiiiieieeeee et 23 —10
COSE OF FUINAS. ...ttt ettt ettt et e be bt e bt e st es e ene e b e b e eseebeeseeseentenseseneeeaeee 23 —10
INCOME STATEIMIENIE .....eutiiiiiiiiiiicec ettt ettt b et et e e sb e bt e b e b eaaesaees 23 —11
RESUILS ..t b et h st e et b e bt bt e bt ae e bt e bt b e bt bt eat et et e b e 23 —11
Interest-Bearing Accounts as Compensating Balances............cccevvevierieiiiciinieieeee e 23 —12
CHAPTER 24
CREDIT FILES ADMINISTRATION
The IMportance 0f Credit FILES.......coiiiiiiieiieieieieeie ettt ettt et et et eenbessaesseesseenseensesnnes 24 —1
The Credit FOIART...c..iitiitiiiiieeiee ettt bttt et et b e st s bbbt et ent et e ntesbenaea 24 —1
FOLAEr Or@aniZaAtioN ........ccueiiuieieeie ettt ettt ettt et e e eae e e h e e s bt e st eaeemeeeaeeeae et e eneeeneeeneeeseesseenseenseenseennes 24 —1
Folder FIlING GUIAANCE .......cueiiieieeie ettt ettt ettt et e et et et e et e e et et e et e enteeneeeseesseenseenseenseenees 24 —2
Credit Files and Lender Liability AVOIAANCE.........ccueeiuiiiiiiieiieiiieie ettt 24 —2
ANNUAL FILE PUIZINES ...ttt ettt et b e st e st e st et et e st e beeaeebeebeeaeene et ansesensesaenaeas 24 —3
The Credit FIING SYSEEIML.....c.oiiiiieiieiet ettt ettt et ebe st e st et e e be st e e bt eaeeseeneansesseneeabenneas 24 —3
ATPNADEICAL FILINE ...ttt bt b e et e s e st e b e b e eb e beeae et e ebeeaeeseeneenseseneeabenneas 24 —4
File CONtrol PrOCEAUIES .......c.eoiiiiiiitietieieeetetee ettt ettt b e sb e bbbt et et et e tesbe e 24 —5

Credit FilesS ReCOTd RETENTION ......ooiiiuiiiiiiiiieiciiie ettt et e ettt s e e e s et e e e eaeeeeseaaeeeeeneeeeeennneesennees 24 —5



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXViii
PART VI— HOW TO STAY IN REGULATORY COMPLIANCE
CHAPTER 25
GENERAL COMPLIANCE REQUIREMENTS
(AVAILABLE ONLY ON CD)

Your Compliance Program: In-House or OutSOUICed?.........ccuiiuieiiieiieieiiesiee et 25—1
TN-HOUSE OPLION ..eitiieiie et ciee ettt et et e et e sttt e st eestbeessbeessseessaeeasseeasseessseensaeessseesseensseenssesnsseensnesnses 25—1
OULSOUTCEA OPLION ..ttt ettt ettt et et e e tteetaesteesteesbeesbeessesseesseesseesseessesssesssesseesseessesssesssesseensennns 25—2

Loans to Officers, Directors, and StOCKNOLAETS ...........oooviiiiiiiiiiieiee et 25—3
DIETINITIONS ..ttt b et b st e st et et bt s bt eb e e ae e st e b et e besbeebe e bt sbeebeeaeen b et et ebenaea 25—3
Rules and Procedures for Loans to Executive Officers, Directors, and Principal Stockholders.................. 25—3
Preferential Loans as an EMployee Benefit..........ccoocviiiiiierieniiiii e 25—4
Recordkeeping REQUITEIMENLS.........c.cccvirieriieiieiieie ettt te st et e st e st esteesaeseaesseeseensesssessnesnnesseesseenseenns 25—4
StOCk LoANns DY INSIACTS. .....cuieiieiieiieeiieiieie ettt ettt ettt et et e e et e et et e e seenseensesneesseaseenseensennsenseens 25—5
Rules and Procedures for Loans to Correspondent Banks............ccoceeiieieniinienieieee e 25—5

CommuNity REINVESTMENT ACE .....eeiiiiiiiiiieiieie ettt ettt ettt ettt e st e s et et e et e enteeneeeseesseenseenseeneeeneas 25—5
Examination Procedures (Small and Intermediate Size Banks) ........ccccccvveviieriieniieiieecieeee e 25—6
Tests That Apply to Intermediate Small Banks ..........cccooiiiiiiiiiiiiiieeee e 25—9
CRA Questions and ANSWETrs 2009 .........cccuivieiiieriieiieieieeieerte ettt eee s e e reereebeesessaesteesseesseessesssesseenseenns 25—9

CUSLOMET PIIVACY ..ttt ettt sttt ettt et e b e b et e st eeb e e bt e b e enbeembesaeesbeebeeneeeaee 25—10
Model Policy Statement: Privacy of Customer Information............c..cceeveeviieciiiieniieneeneeee e 25—10
General Instructions for Bank EMPIOYEES .........c.ccveriieiiiiiiiiiiieieeie ettt esve e 25 —11
Privacy Statement for the Bank’s Web Site ......c..cccovviiiiiiiiiiiiececeeeeeeee e 25—11
Federal Law as It Applies to Customer Confidentiality ............cccveevireiiriieriienieiee e 25—12
Effects Of State PrivaCy LAWS.......cccieriieiieiieieeieeitee ettt sttt se et et e esaesssasseenseenseensesnsesneas 25—19

AdVertiSing COMPLIANCE ......ccueeriieieeieeiesieeeeie ettt e ete st e bt eteesteesaesteeseenseensesssesseesseenseensesssesseenseanseessenseensenns 25 —121
2701 0] V(<) SRS 25 —22
AdVEItiSING PTOCEAUIES .....oveiiiiiieieee ettt ettt ettt et e s et et en e st e beenseeneesneas 25—22
Truth-in-Savings AdvertisSing RESIIICHONS ........couiiuiiiiieieieiee ettt 25—123

Bank Lending LIMILS .......coeeioiiiieiieiee ettt ettt ettt e ettt s ee bt seeae et et e besbeebeeseeseeneeneenaeeensenee 25 —125
Legal Lending LIMit.......c.cooioiiiiieeeee ettt sttt et ee et e e e besbeebeeaeeseeneeneeneeneeneenes 25 —25
Combining Loans to Separate BOITOWETS...........c.ccviriieriiiiieiieiieseesie ettt sseebeesseesaessaesseesseesseessesnnas 25 —25
Loan Subject to Special Lending LIMIts ..........ccociirieriieiiiiieiieseet ettt eesreesse e 25 —26
Loans Not Subject to Lending LImitS........c.cccueevierierieriieiiiieseeseeste e eeeseeeseesseesseesaeessessaesseesseessesssessnes 25 —26
Calculation of Lending LIMitS........c.cccuerieriieiiieiieeienieniiesieeteeeeste st et eeeeteesaeesaesseesseenseensesnsenseensesnsesnees 25 —27
CombINAtION RULIES ...c..eouiiiiiiiiiiiic ettt ettt 25 —27
NONCONTOIMING LLOAMS ... .evieiieieeiecie sttt ettt ettt et e et esaesetessee st enseenseessesseenseenseensesseenseensennsessees 25 —28
B3 11S3 g0 (21 8 o) 1 ST 25 —28

Unfair OF DeCePtiVe PraCtiCOS . ...eeuieuiiiiieitieteeie ettt ettt ettt e bttt e be e ee st e saeesseeteenteeneeeneenseens 25—29
PUIPOSE (SECHION 227. 11ttt ettt ettt st s et e et ettt eeneeeneesseeane e teenseeneeaneas 25—29
CoVverage (SECHION 227.12) oottt ettt sttt ettt ea e ea e sbee bt e b et esaenaeas 25—29
Unfair Credit Contract Provisions (Section 227.13)....cccuiciiiieiiiiieiecieeeeteere et 25—29
Unfair or Deceptive Practices Involving Cosigners (Section 227.14) ......ccooeiiieiinenieieieee e 25—30
INOTICE 10 COSIINCT ....uvvivieiienieeteesteesteeeteeteesseesseesseesseessasssesssesseessaesseassesssesssasseesseesseessanssesssenseensenssesssessees 25 —31
Unfair Late Charges (SCtION 227.15) ..uiiiiioiiiiiiieciieieeieete et steeieeresaestesseesseesseesaesseesseesseesseessesssensenns 25 —31
Noncompliance with the Requirements (Section 229.11) ....c.ccvevieeiieierieiieieeie et 25 —31
Regulation AA Compliance CRECKIIST.........cecvieieriieiieieeie ettt sse e 25 —32

Insider Activities — Code Of CONAUCT ......c..couiriiriiririiniiiee ettt sttt 25 —32
Statement 0f Bank POLICY ......coouiiiiiiieiieee ettt ettt et sae e 25—32
Confidential INfOrMAtION .........coiuiiiiiiiieiee ettt e sttt et e et e s e seeneeeneesneas 25—32
(07030 i Lo o) LS (] SRRSO 25—32
Rules on Gifts, Fees, Legacies, Loans, and INVesStments ............cccceoieviiiiiiinienienieieeecesee e 25 —33

Special Rules That Apply to Investment OffICErs ..........ooiriiiiiiiiieieeee e 25—34



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXiX
OULSTAEC ACTIVITIES ..ottt ettt ettt ettt s h bt bees et et e b e s bt e bt s bt es b eseen b et e st e ebesbeebeententensentennenee 25 —34
ComMPlANCE COrtifICATION. ... .ccueiitieiietietieieeteste ettt e et e et e st e ste e teesbessaesseesseeseesseesseesseessessaesseenseessenssesseas 25 —34
RECOTAKEEPING ... eeiieiieiiete ettt ettt et et e et e st eseee s st e st esseenseenseeseanseenseenseensessaenseensennsenssennees 25—35
SECUITHIES ACHIVILIES ...ttt ettt ettt ettt h e bbbt et ettt s bt e bt e st eat et et e bt sae bt ebeebeeseententeneennen 25—35
LoSt and StOlEn SECUITLIES .....c.evveriiriiriiiieteteere sttt et ettt ettt et e e eae e 25—35
Government SecuritieS ACt OF 1980 ........ooiiiiiiii ettt 25 —137
Dividend Payment RUIES ........cc.oeiiiiiiiieiei ettt ettt ettt et e s e beete st e e neesaeeeeenes 25—40
Law: 12 USC 56, 12 USC 59, and 12 USC 60 .....ccueeuiieieeieiieieieieese ettt ere et 25 —41
DIEEINIEIONS ...ttt ettt et s at e s bt e b e et ea bt eat e e bt e eh e e bt e b e eh e e bt e bt e e enbeeeeenaean 25 —41
Dividend Payout RUIES ..........oouiiiiiiiieie ettt ettt et b et se e et et e e e 25 —42
EXamPIe CalCUlAtiONS .......ccviiviiiiieiiieiiciiet ettt ettt ste e ste e e e saesaeeste e teesbeesbeesseessessseseesseessesssesseas 25—42
Americans With DiSabilities ACL......c..eciiiiiriiiiiirieie ettt ettt st ettt et 25—42
Title I — EMPloyee COMPLANCE.......ceerrieiieiieieitieiiiesieeieeteseeeseesteesseessesssesseesseesseessesssesssesseesseessesssesses 25—43
Title III — Customer COMPIIANCE.........c.uerieriieiiieieiiestesie ettt eee et et et eseesseseaessaeseenseensesnsesseensesnsesnnes 25 —44
Initial Compliance EffOItS ........ccciivieriieiieieeie ettt et essaesse e seenseennesneas 25 —44
Bank’s Liability for NONCOMPLIANCE ........ccvieveeieeiieiieieeieeeesee sttt e aeseaessaesse e seesseensesnsensesnsesnees 25 —47
Additional Compliance HEIP ......c.eeouiiiiiieiet ettt ettt e et 25 —47
2 83T O 013 U TSRS 25 —47
Regulatory Agency NOtITICATION. ......couiirtieiieiieie ettt sttt ettt ettt e et e eseesseesbeeneeeneeeneas 25 —48
Notices of Branch CloSings t0 CUSIOIMETS .......ccueruiiuiruirieieieiesteste et et eeeneeeetes e see bt sseeseeseeneeseseessesseseeas 25 —48
POSTEA INNOLICES ...ttt ettt ettt ettt sttt ettt e st et e s et e ae e et eb e ebeemeen s e s e beebeebeebeeseeseeneeneensaneensenes 25 —48
Policies fOr Branch CLOSINGS .......cc.eeuieieieiieitiiesie ettt ettt ettt ettt e et e eesbe bt ebeeaeeseeneenseseneeneees 25 —48
Branches Obtained Through Acquisition of a Closed InStitution............cccocveeveriieriieciieieciesieseese e, 25 —49
Disclosure of Financial INfOormation .............couooiiiiiiiiiiiieeeee et 25—49
Contents of the Annual DiSclosure StatemMent .........cceeieierieriirierinereeteece ettt 25 —49
NOICE OF AVAILADIIIEY ....evvieiiieeiieieeieeieeee ettt ettt e e et e s e e st e st eenseenseensesssesseenseensennsessees 25 —50
Interbank Liabilities Through Correspondent Bank Relationships..........cccvecveeeverienienienieniesieseee e 25 —50
Model Board of Directors PoliCy Statement..........c.ccvevieriieriieieiienierieeit ettt se e see e s ensesnnes 25 —50
Federal Family and Medical Leave ACE.........ccoouiiriieiieiieieeiesieeie ettt ettt et s e e ee s 25 —51
IMPOTtant DETINITIONS ....c.veieiieieieieitiett ettt ettt e sttt et e et e et e et et e enteeneeeseesseenseenseeneenneas 25 —51
FIMLA’S REQUITCIMEIILS ....c.eeetieiieieeie ettt etie it ettt et et e st et e e et e e s eeesaeesaee st e et enteeneeeneesseenseenseenseeneesneas 25 —51
RESTOTation t0 POSILION .....ceuviiuiiiiiiitietiet ettt ettt b ettt et eite b e e emteesaesaees 25 —52
ODbligations Of EMPLOYEES .....c..ceueiuiiuietieiieiieieeste sttt ettt sttt se et e st e st e aesbe bt ebeeneese et ensenseneenaenes 25—53
Bank’s Request from the Doctor for Facts and CirCUmStances ..........cceveververeeiierieiieneenieeeeeeeesreeseennens 25—53
APPLICADILItY OF StAtE LaAW....ccuiiiiiiiiiiiciieieceece ettt e te et e e b e esbeesbesssesseesseensesssenseas 25—53
Management INEIIOCKS .........coiiiiiiiiiiieiecet ettt ettt e et te et e esseesaessaesbeessesanesaeesseensennns 25—53
TYING RESIIICTIONS. ... eetieuieeiieetesteete ittt ettt e et et et et e esaessaesaeesseenseenseesseessenseenseenseansesnsenseensesnsesanesseenseensennns 25 —54
BHA Contains Exceptions to Its Tying REStrICONS .......ccveevirieiieniieiieiieieeie ettt 25 —54
Examples of Permissible ATTangemENLS........c.ccveeuieruierieeiierieiieseenieeeeeeeeeesseesseeseesseessesssesseesseessesnsesnnes 25 —55
Examples of Prohibited AITangements............cccueiuieiuieriiriierie ettt ettt e eae e 25 —55
Anti-Competitive Practices NOt ATIOWEd.........coouiiiiiiiiiiieiee e 25 —56
Electronic TranS er SEIVICES. ......cueeuiriertietieieete ettt ettt ettt et e sttt et et e e st et este e teenteeneeeseenseenseeneesneas 25 —56
Providing Basic FINANCIAL SEIVICES ........coueiiiiiiiiiitieiieieie ettt sttt eee bt e e e ae e e e e 25 —56
Safe Place t0 KEEP IMONEY .....ccuiiuiiiiieietieiieiiee ettt ettt ettt et et e st ettt ebe e st ent et e s eseeeaaenaens 25 —56
Way t0 ODLAIN CaASH.....ocuiiiiieiee ettt ettt e et e be bttt beeae e st enee e e eeneeaeee 25 —56
Way to Make Payments to Third Parti€s ...........cecverieriiiiiiiiieiieseeceic ettt esve s e 25 —56
Status of Basic Financial Services LegiSlation ..........cccvevuieiieiinieniieiieiecieseesieeie e ese e ens 25 —57
Safety and SOUNANESS .......ccuviriiiiieiicie ettt ettt et et e e b e eaestaesteesseesbeesseessesssesseenseesseessesssesaessesssenssesses 25 —57
Operational and Managerial Standards and Excessive Compensation Standards .............cccocvevercvernennen. 25 —57
USA PATRIOT AC ...ttt ettt sttt ettt st b e ebe bt et et et e st e s b sbeebeebees e et e e enteneens 25— 60
Summary of Title ITI’S AML PrOVISIONS .......cccveiieriierieiieeiesieit ettt etes ettt saeseaesseesseesesnnesneesseenseenns 25 —60
Customer Identification and BSA Compliance Requirements .............ccoceeierienieniieiieieciesceeeee e 25— 60
Suspicious ACtiVIty REPOTTINE. .. ...eeiuieiiiiiiieiiete ettt ettt et et esaeeeeenes 25 —62
Other Records Retaining REQUITEIMENES .......c..oviiiiiiiiriiiieie ettt 25 —65

High-Risk Areas and ReStIICTION .....ccouiitiiiiiiiiieiieteeeee ettt bbb 25 — 66



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXX
Safeguarding Customer INfOrMAatiON ...........cccuevieiiiiciiiiieiierieie ettt et e et e b e e b e saessaesseensesssesenas 25 —68
BaNK POLICY ..oittiiieiieieeie ettt ettt et s e st e s te e beesbeessesseesae e se e beenbeesbeesbeesaeteenseenbeesaennees 25— 69
RESPONSIDIIIEIES ....evvieeveiieiieieete ettt et ettt et e et e st e st e e s e eseensesssesaeesseasseenseenseansesnsensaenseensennsenssensees 25— 69
Responsibilities of the Information Security OffiCer........ccovviriiiriierieieieeeeeee e 25— 69
Information SeCUrity COMIMITIEE .........eervieriieieeieetiertieteeieetesteseeesaeeteeaesseesseenseenseenseessessaenseenseensennsesnees 25—170
LT (14 7413 21 5 o) o OSSPSR 25—170
LT Q0] 113 () LSRR SRRUS 25—170
Sarbanes-OxXIeY ACt COMPLIANCE. .......eeiiruiertieitieit ettt ettt ettt e et ete e et et e saeesteenteeneeeneeeseesseeseensesneesneas 25 —174
Title I — Public Accounting OVETrSIZIL.......cccueiiiiiiiiiiiiee ettt 25—175
Title IT — Auditor INAEPENAENCE ........coovieiieiiieiiiciicecte ettt abeessesrae s teebeesaeseeas 25 —175
Title III — Corporate ReSPONSIDILILY . ......cccueriiiiiieiiietieiet ettt 25—176
Title IV — Enhanced Financial DiSCIOSUIES ...........ccceiieieieiieienienenieeieei et 25 —177
SUMMATY and CONCIUSIONS ........ceviiiieiieiieitieite et eteete st esteeteetestesteesseesseesseesseasaesseesseessesssesssesseesseessenses 25 —178
CRECK 21 ACL ittt ettt et et a bt bbbt bt et ettt be s bt sa e bt bt ebe e bt eb e e e e et ee 25 —178
DIETINITIONS ..ttt b et et ettt b e s bt bt et et et e st bt bbbt bt bt ebt bt et et e ne e 25—179
General Provisions Governing Substitute CheckS .........c.coveriiriieiciirierieie et 25 —80
Substitute Check Warranties (229.52) ....c.viiiuieeiie ettt ettt sveesae e sveeseae e taeessaeesaeesseeessaeeseesares 25—82
Substitute Check INndemnity (229.53) ....eeuiiiiiieieeee ettt 25 —83
Expedited Recredit for Consumers (229.54) .......ooiiiiiiiee ettt 25 —87
LIADIIEY (229.56). ettt sttt ettt h e bt b e n e s et et et e ekt ebeeaeeb e ent et e st et e e nes 25 —97
ConSUMET AWATENESS (229.57)..uuiieiieiiieeiieeieeette st e et e steeebeesbeesveessbeessseessbeessseesssaessseesssaesssesnseenseenns 25—98
Delivery of Information (229.58) ....cc.eiiiiiiiiiiieeee e 25—99
Relation to Other Law (229.59).......i ittt ettt sttt ta e teesseesaessaesseesseensennns 25—100
Variation by Agreement (229.60).........cc.eeverieriierieiieiiereerieesieeteseesseesseesseesaeeseessaeseeseesaesraesseesseenseenes 25—100
Appendix D to Regulation CC — Endorsement, Reconverting Bank Identification, and Truncating
Bank Identification Standards .............cceoeoieririniiininee et 25—100
Exhibit 25.1: Model Outsourcing Compliance CONIACE ..........ccuereerieerieerieeieeienierieeieeee e seaesseesseeseseesenas 25—103
Exhibit 25.2: Correspondent Bank BOITOWING ..........cc.evieiiieriieiiiiie ittt seees 25— 108
Exhibit 25.3: Community Reinvestment Act Notice — Branch Office............ccooceviiiiiiiniinieeeee, 25 —111
Exhibit 25.4: Community Reinvestment Act Notice — Main Office........ccccveverieiieniieiieeeieceeee e, 25—112
Exhibit 25.5: CRA Questions and ANSWETs 2009..........cccuieiiieriieiiierieerieeeieeeseeerieeesteeereeesreeeseessreeeseeennes 25—113
Exhibit 25.6: Privacy Regulation — Sample GLBA Clauses.........ccceeieuieieierierieie e 25— 159
Exhibit 25.7: Model Privacy Disclosure Statement/Letter ............cueerieierierenenieseseeeeeeeiee e 25— 160
Exhibit 25.8: Regulation AA Compliance CheCKIiSt..........ceiiiriieriiiiiiieriee et 25 —162
Exhibit 25.9: Investment Officer Code of Conduct Statement .............ceeeeeierierienenerienencececeeeeese e 25— 163
Exhibit 25.10: Model Compliance Certification FOIM ..........ccoevuiveiiiiiiienieiiciieieeeeseeie e 25— 164
Exhibit 25.11: Securities Information Center — SEC Form 2152 .......cocovoiiiiiiiniinininincnnececieceneneeen 25— 165
Exhibit 25.12: Customer Confirmation/AdVICe ........cceveririiiiiiniinienienierieeieet ettt 25 —168
Exhibit 25.13: Examples of Application of Revised Dividend Rules (Attachment to BB-90-44).................. 25— 169
Exhibit 25.14: Board of Directors Interbank Liability Risk Management Policy Statement......................... 25—172
Exhibit 25.15: Ratio Comparisons of Correspondent Banks Reporting Period..........cccoceeiieiinieniincnnnnes, 25—174
Exhibit 25.16: Model Forms Relating to Check 21 ........cooiiiiiiiiiee e 25 —175
CHAPTER 26
TRUTH-IN-LENDING COMPLIANCE (REGULATION Z)
(AVAILABLE ONLY ON CD)
Closed-End Lending Under Regulation Z 26—1
Background and COVETAZE.........ccueeiuieiiieieeie ettt ettt et et et e st esee e et eaeemeeeaeeese e et ee st anteeeeeseesseenseenseensesneas 26 —1
D) 1113 0] 4 T USSP 26 —2
Specific Disclosure Requirements for Closed-End LOans...........ccooverieiieiiiienieneeeee e 26 —3
Determination of FINANCe Char@e........coc.eeuiiiiiiirieiieie ettt st s s s ee e 26 —3
Form and Timing 0f DISCIOSUIES ........c.ueueriiiieiert ettt ettt ettt ettt s ee ettt ese et eeeteneessenneeeeas 26 —5

Basis of Disclosures and Use Of EStIMALES ........c.cooivuuiiiiiiiiiiiiieeiiee ettt e e e eaaar e e e e e e envaaaeeeeeeean 26 —5



RETAIL LOAN OFFICER’S DESK REFERENCE
Contents

Specific Disclosure Requirements for Closed-End CreditS........cooveviiiiieiieienieniieieeieeieseeseeie e

RESPA Residential Mortgage DiSCIOSUIES........c.cccviiiirieriieiiiiesteetesie ettt steesteeseessessaesseesreessesneas
Variable-Rate Residential Mortgage DiSCIOSUIES.........ccveruieriieieeieeieit ettt
Refinancings and ASSUMPLIONS. ........cecuieriieriieieeiertieteeteetestesieesteetestesseesseesseesseessesseesseensesnsesnsesasesseesseensennes
Subsequent Variable-Rate Adjustment DIiSCIOSUIES ........ceeruieriiriieiieiieriieie ettt be e seees

CTEAIE BALAINCE ...ttt ettt ettt e bttt et e st e s et e sat e et et e eneeeneeen s e esee st e teenteeneeenean

Determination of Annual Percentage Rate ...........coooiiiiiiiiiiiieiiet e

LT o) il Ao 113 () o BSOS
AdVErtiSING RESIIICTIONS .....eeutitiiiite ittt ettt ettt ettt s bttt e st e st ese et e besbeebeeseeaeebeeseeseeneensenseeensenee
High-Rate and High-Fee Mortgage Loans (Under Section 226.32) ........ccceeieierierienienenie e
Higher Priced Mortgage Loans (Under Section 226.35) .....cooeiiiiiiniiniiiiinienieieeieeie e
Regulation Z Also Has Restrictions That Apply to All Consumer Mortgage Loans (12 CFR 226.36)............
Open-End Lending Under Regulation Z
Background and COVETAZE........cecueeruirrieeieeieetertieteeteetestteseesteesseeseeseesaesseesseesseensesssesssesssesseansesnsesseesseensennns
DIETINITIONS ..ttt st b et b ettt et bt s bt bt e bt e bt e st et et st et bt sa bbbt e bt eb et e et e
Specific Disclosure Requirements for Open-End Credits............ccveeuirierienieniieiieieeieeeeeie e

Determination of FINance Char@e..........cveouieiuieiieieiieiiere ettt ettt ettt ee et eneeeneas

Specific Requirements of the RegUIAtion ..........c.coiiiiiiiiiiiiieie e

Home Equity Lines 0f Credit........ooiiiieiieiieieeieeee ettt ettt et se e eae e sneas
Exhibit 26.1: Statement 0f Loan PUIPOSE ........ccveiviiiieiiiieiiecieeie ettt et et ae st teesteebeessesaneereesaeesseenns
Exhibit 26.2: Coverage Considerations Under Regulation Z ............cccoocoiiiiiiiieienierese e
Exhibit 26.3: Finance Charge — Dollar Cost of Consumer Credit ...........coovevieiieiinienieceecescese e
Exhibit 26.4: Model Home Equity Disclosure Statement Important Terms of First Performance
Bank’s Home Equity Line 0f Credit..........coieciieiiiieriieiieiecie ettt ettt ste e be e ssae e e saeessesnaesneesseenseenns

CHAPTER 27
COMMERCIAL AND CONSUMER LENDING COMPLIANCE
(AVAILABLE ONLY ON CD)

Penalties for Lending Compliance Violations

Truth-in-Lending for Closed-End Loans Under Regulation Z

Background and COVETAZE. ........oouiruiiueiieeieieete ettt ettt ettt ettt et et et e s et bt e st en e e te st e beebesbeebesneeneeneaneenes
DIETINITIONS ...ttt ettt bbbt ea ettt s b bt s bt bt es e e st e b e st e bt s bt ebe e et eb e eb b en e en b et e et e b sbeebeeneeneenee
Specific Disclosure Requirements for Closed-End LOans...........ccoccvevvieiieiieienieieeiecie e es
Determination of FINAnCe Char@e.........cccvecuiiieiieiiiriieiieieeiesteesieeieevesaesteesieesseessessaesseesseesseessesseessesnsenns
Form and Timing Of DiSCIOSUIES .........cccuieiiiriieiieiierieeie ettt ettt et e e s eesseesseenseesnesseeseenseans
Basis of Disclosures and Use of EStIMAtEs........cc.coiriririririiiiieieneenestesee ettt
Specific Disclosure Requirements for Closed-End CreditS........covveriiiiecieeieniieieeieeieeieseeseee e

RESPA Residential Mortgage DiSCIOSUIES..........ccuiiieriiiiiiieeie ettt
Variable-Rate Residential Mortgage DiSCIOSUIES .......eeuiiiiiieriiiiieie e
Refinancings and ASSUMPLIONS .......coouiiiieiieieeieeete ettt ettt e st et et e et e eneeeseesseenneenseenseeneesneas
Subsequent Variable-Rate Adjustment DISCIOSUIES ........cc.eoueiiriiriiieiieieiee et
CIEAIt BAIAINCE ......eeeeieetieeeeie et ettt ettt s e e e ae e bt e bt e st es e entenb et e eseebeeseebeenteneente e eneenes
Determination of Annual Percentage RAte ...........cccooiiiriiieiiiieee et
RIZHE OF RESCISSION...cuviiiiiiiiiiiieitiesitete ettt et et e et e este st e steeste e seessesssesseesseesseenseesseassaassesssesseessenssenssessens
AdVErtiSING RESIIICHIONS ....eeviiiieiiieieiiiesiietieteeteettesteesteeseeaestesteesseesseessesssesssessaessesssesssesssessesssesssesseesseessenses
High-Rate and High-Fee Mortgage Loans (Under Section 226.32) .........ccoecverieriieriincienieneenieeie e eee e enns
Higher Priced Mortgage Loans (Under S€ction 226.35) .....cccveierierieniieieeiesieeieeie et see e
Which Loans Qualify as Higher-Priced?...........cooiiiiiriiiiieie ettt
Regulation Z Restrictions that Apply to Consumer Mortgage Loans (12 CFR 226.36)......cccceceeeeeeievcnennenn
Truth-in-Lending for Open-End Credit Plans Under Regulation Z
Background and COVETAZE........ceoueeueeie ettt ettt et st e st ettt et e et e et e st e bt e teenseeneesseesaeensesneesneenseenseenes
D) 11115 e 1 USSR
Specific Disclosure Requirements for Open-End Credits............ococvviiviiiiiriieniieiieieceeeieereere e

XXX1



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXii
Determination of FINance Char@e..........ccuevieriieiiieiiiieiieiieerie et ete st esteeseesbeseaessaessaesseessesssesssessesssessnes 27 —27
Specific Requirements of the ReGUIAtION ........c.coiiiiiiiiiiiiiiicieccce ettt e 27 —27
Home Equity Lines 0f Credit.......cveiieriieiiieieeiieieieeie ettt sttt stessae st e et e enseensesnnesneenseensennns 27 —35
Disclosures Required with the Initial APPliCAtION. ......ccveviieriiecieiieriee et 27 —35
Limitations on Home EQUILY PLans..........c.ccioiiriiiiiiiieiiee ettt 27 —38
L0 Ve 3 T U 1a [ OSSR 27 —38
Early TermiNation. ......c.eeoueeeiieieieiese ettt ettt ettt s e e s et e et et e et e st e e st e et enteenteeneeeseeseenseenseeneesneas 27 —38
Change in Terms by the Bank ..........cccoooioiiiiiiieee et 27—139
Advertising Home EqQUIty PLanS ..........cooiiiiiiiii ettt 27—39
Advertising Rates, Finance Charges, 0 FEEs .........oooiiiiiiiiiiiiiiieece et 27—139
Discounted and Premitm Rates..........coiiiiiiiieeie ettt 27—40
BalloOn PAYIMENL ......ocuviiiiiiieiieiieie ettt ettt ett st este e te e beessessaesseesseeseessaesseesseessesssenseensenssenssesseas 27—40
TaX IMPIICALIONS ......uveivieiietieteeteeteete ettt et e et e et et e teebeesbesseesatesseesseesseasseessesssesaessaensesssenseessenssenssessens 27—40
MISICAAING TEIIMS .....eeiveeiieiiieciieeieete ettt et et et e et e seteseeeseee s st enseenseeneeessesseenseenseenseensessseseensennsennsennees 27—40
New York Prime Rates for DiSClOSUIE PUIPOSES .......ccveruieriieiieiieiesiieieeie ettt neeens 27—40
Sample Disclosure Statements and Disclosure Statement Clauses..........c.ecveruiereieiieeienienieeieere e seesreeee e 27 —40
Equal Credit Opportunity Act 27— 41
Creditor Defined Broadly ..........ooooiioiei ettt et 27 —41
Business Loans Are Covered by ECOA ..ottt 27 —41
Marital Status INFOIMAtION .......ooiiiiiiiiiiieiee ettt ettt ettt s 27 —41
B (012N Te7: 10 s OO OO U TSR PURPPUPR 27 —41
How ECOA Applies to the Credit Application PrOCESS ......cccueiieriieriieiieiieiiecteeteere et 27 —41
Pre-ApPLICAtion PEriod .........oiviiiiiiieiieiieieeeest ettt st sae e be et eesaeessessaesse e beenbeesnenaeas 27 —41
Taking the APPIICALION ........eiiiiiieiieie ettt ettt et e st e e teesbessaesteesae e seesseesseessesssessaesseesseessesssessnes 27 —42
APPLHCALION FOIM ....iiiiiiiiiciie ittt sttt e st e e te e e st e saeesse e seesseesseessaessesssenseenseessenssessnas 27 —43
Evaluating Credit APPIICAtIONS. .......cvivierieiietieieetieseete ettt ettt e e ee st eteesseesaessaesseeseenseensesnnesseeseensennns 27 —43
A ettt e bt e a bt e s bt e h bt e st e e e h bt e s bt e e at e e ea b e e bt e e s ab e e bteesabe e bt e enbaeebee s 27 —43
(05 (<Te U = 1] 7o) oSSR 27 —43
B30T N Fea 218 (o) 0 ] 11 SRS 27 —44
StAte PrOPETtY LaAWS....eouiiiiiiiiieiieit ettt ettt et e st et et e entees e e s st e beeaeemsesneesneenseeneeenes 27 —44
Childbearing Tendencies OF PLans ...........cocieiiiiiiiiiieiee ettt 27 —44
TRIEPIONE ... ittt ettt ettt ettt et e et e e b e e b e s aaeste e beesbeeabeeabeerb e te et e enbaetseetaenbeenreesbeeraenreas 27 —44
ACtNg ON the APPIICATION. .....couiiiiieitietiete ettt ettt ettt et e et et e e beeaeebe e s e eseen e e s e besaeebeeseeseeneeneenaeneensenee 27 —44
TYPES OF ACCOUNLS ....ecuvieiiiiiieiiieiteeste ettt e et e et et e beesbeesbesetesseesseesseessesssesseesseesseesseesseesseessenssenseenseessesssessees 27 —44
STGNATUTES ....cuveeuveeieeiieeieste st e bt ete et e et e e st e st esbeesseessesssesseesseesseesseasseesseassansaessassseassasssessaessesssesssesssenseensenses 27 —45
Actions 0N OPen-End ACCOUNES ........coocieiieiieieiieieeie ettt et e eaeseeesseeseesbeesseessessaesseesseessesssessnes 27 —46
IIISUTANCE ..ttt ettt ettt et st st et et ettt ean e sas et e bt e eanesanenaeen 27 —46
Notifying Applicants of Credit DECISIONS ......cc.veivieriirieriertieeieeie e sees et te et e seeesseeaesseesseesseenseensesseenseens 27 —47
Thirty-DaY RUIE ....c..eiiieiiiiecie ettt ettt st ettt e et e st e s st et e et e enseensessaeseenseensesnsenneen 27 —47
AQVEISE ACLION .....ieitieiteeiie ettt ettt ettt et e e et e bt et e e e e s aee e st e sa e e be e et emeeese e st enteen b e enee st e teenteeneennean 27 —47
WHO GEtS INOLICE ...ttt ettt ettt ettt et et et e e st e s a e et e et e en s e eneeeseeebeenseenseeseeseenseenseeneesnean 27 —48
Contents Of AdVerse ACtION NOTICE ......ecuieiuieiieieetei ettt ettt e st e bt et eesaesseesreenseeneeeneas 27 —48
Business Credit APPIICALIONS ........cc.ecierrieriieitieiiieeie et eteeteseeseesreebeeseeeeeeseesseesseesseessesssesseesseessesssesses 27 —49
Furnishing Credit INfOrmation ............coiiiiiiiiie ettt sttt eae e e 27 —49
Appraisal Reports t0 APPLICANT .........ccviiviiiiieiieicetiece ettt ettt et e b e esse e e e steesteessesanesreereenseenns 27 —49
Retention OF RECOTAS ....c..eouiiuiiiiiieieitietet ettt a et ettt b e sb e bbbt et et eae e e b e 27—50
Prohibited INFOrMAatioN .......cc.ooiiiiiiiiiieee ettt sttt b ettt e e 27—50
REtENEION PEIIOM ....c.eiiiiiiiiieieee ettt s b e bbbttt et et e e e e ne e 27—50
AdVerse ACtiON RECOTAS .....coueiuiiiiiiieitieretet ettt sttt ettt et et e 27—50
MoNitoring INFOIMATION . .......ccciiiieriieii ettt e st e st et e enseenseessessaesseenseensesssesnees 27 —51
EXDibits i ThiS CRAPLET ....ccviiieiieciieiieit ettt ettt et e e et e st e st et e enseesaessaesseenseensesnsesnnesseenseensennns 27 —51
Fair Credit Reporting Act 27 —52
ANALYSIS OF the ACL ...ttt ettt ettt e b et e bt e te s s e e aeesae e et eteeaeense e bt et e eneeeneeteens 27 —52
COVRTAZER. .. enveenteenteeuie et et et e st et ettt s et e e bt e et e et e a et ee e eaeesb e e eb e e bt e bt eatesae e satesae e bt e st emteemteeb e e b eenbeenbeentesseennean 27 —52

STUALIONS T0 AVOIA ...eiiiiiiiiiiiiiiie ettt e e e e ee e e e e e sesa et e eeeeeseesaarasesesseessastereeeeseasssaeeeeesseannnees 27 —53



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
xxxiil
Activities Exempted from the ACE........ccieiieiiiiiiiicieeieeee ettt ettt ees e ssae e beesseesseseeas 27—53
Responsibilities 0f the Bank ..........cccccieiiiiieiiiiicicecieee ettt et beesseesaesneas 27—53
AQVETSE ACLION ...ttt ettt ettt b et a ettt s bt s bt e bt bt ebtea b et e st e st e s bt sbeebeebeebteat et e bentens 27 —54
INVESTIZAtIVE REPOIES ....eivvieiieieieciieeeeie ettt ettt sttt et e e e st e st e s e et e enseenseesaenseensennsesssesnees 27 —55
Denial of Credit Based on Other INformation ............c.ccecievieriiniininininineeteecee et 27 —55
Inquiries About the Spouse of an APPLICANT........coiiiiiiiiiie e 27 —55
Disputes About Information in Consumer RePOItS .........cceeiiiiiiienieieieeeee e 27 —56
Using Consumer Reports for Employment PUIPOSES .......c.eecuieieiieiieiieiiee et 27 —56
FACT Act Compliance 27 —57
REQUITEIMENES .....ouviieiie ettt ettt e et e st e e e b e e s tbeeetaeestbeessseessaesaeesssaenseesssaeensaeansseanseesnseeansessssasnnseenns 27 —57
Alerts; Fraud and Active DUty MIlIEATY.......ccooiiiiiiieeeee ettt 27— 57
Truncation of Credit Card and Debit Card Account NUMDETS .........cccooeririeienienienienienene et 27 —58
Blocking Information Resulting from Identity Theft ..........cccoeoiiiiiiiiniiiieiieeeeee e 27 —58
Prevention of Re-Pollution of Consumer REPOTLS ...........ccveriieriiiiiirieieiieiceie et 27—59
Prohibition of Sale or Transfer of Debts Caused by Identity Theft.............ccooeeerierieiiniineeeeeeeee, 27 —60
Disclosure of Credit Scores in Real Estate Secured Loans.........c..coccvivererieieniineninineneceeeenesenee 27— 60
Improved Disclosures of Disputed INformation ...........ccoecueiierieieeiiie e 27 —6l1
Procedures for Identification of Possible Identity Theft Situations............ccoecerierieiiniineceeeeeeee, 27 —62
Providing Identity Theft-Related Records to VICHMS ......c.eveiiuieiieiiiieee e 27 —62
Coordination of Identity Theft Complaint InVestigations. ............ceeerieireeieiieriee et 27 —63
Solicitations Based on Prescreened LiStS ..........coiiiieieiieriiree ettt 27—63
Affiliate-Sharing Notice and Opt-Out REQUITEMENES ........cccoiuiriiriiriiiieieieeieieiee ettt 27 — 63
Disposal of Consumer Report Information............c.cccuerieriieriieciiiieiiereeieeic et s 27—063
RiSk-Based PriCing NOTICES ........eevviertietierieieeiesteesteeteetestesaesteesseesseesseessesssesseesseesseessesssesssesseessesssesses 27—063
Procedures to Enhance the Accuracy and Integrity of Information Furnished............ccccooeevvviinieneennnnen. 27 —63
RECONCIING AQAIESSES ....veeeeiieieieeiieit ettt ettt e st e st e st et e saeeseesseessea s eenseenseensessaenseensennsesnsenseen 27 — 64
FACT Act Regulates Use of Medical INformation ............ceeeueiierieniieniieieeiesieceie et 27 —64
Obtaining and Using Unsolicited Medical Information ..............cceeeieviireiiniienienieieeie e 27— 64
2 eTc] 3] 103U 27 — 64
Other Exceptions for Obtaining and Using Medical Information.............cccceeeereieriinienienieceeeeeeene 27 —65
Redisclosure of Medical INfOrmation ............c.oeieiieiieiiire et 27— 67
Identity Theft Red Flags and Address DiSCIEPANCIES ........ce.eeueeieriirieriieieeieeiieiieeeie ettt e 27— 68
Four ReqUITEd EISMENTS .....cccviiiiieeiieiiiecie ettt ettt et stte et e et e e taeeaeesstaeesseessbaeenseesnseaenseesnsessnseenns 27— 68
Oversight and Training AISO REQUITE.........ccueviiiiiiiieiieie ettt sreesse e 27— 68
TAENtify REA FIAS . .oeouiiiiiiiiieciieieee ettt et st e s ae e be e b e esbeesaeeseessaeseenseenseessesnees 27— 68
Detecting REA FIAZS ...viiiiiiiecieieee ettt sttt ettt e st e et e esbeessessaeseenseensesssensees 27— 69
Preventing and Mitigating Identity Theft ..........ccoooiiiiiiiiiii e e 27— 69
Updating the PrOZIAML.......cc.eeiiieiieieeiecieseee ettt st et e e st e s e e sae e st e sseesseenseensesseenseensennsesnnas 27—170
Program AdMINISTIATION .......eevieieriertietieieeieete et e et eteetesteseteseeesseenseenseessesseeseenseensesnsesseensennsesssessees 27—170
Other Applicable Legal REQUITSIMENLS ........cc.eiiiiiiiiiiieieeiesieeee ettt see e 27 —171
Duties of Card Issuers Regarding Changes of Address ........ccoeoveveerierieiieieieeieee e 27 —171
Model Bank PoliCY Statement ..........cc.eecuieiieiieiieeiieteeeee ettt ettt ettt et esae e be et eneeeneas 27 —171
Fair Debt Collection Practices Act 27—172
(0107 2 o OO OO UPRS SRR 27—172
Collection Restrictions UNAEr the ACt..........oiiieiiiiiiii ettt sttt et 27 —72
LLADIIIEY -ttt ettt b e bbbttt b e bt bt a e st e bbbt bbbt e bt en e na et et nee 27 —173
Additional INFOIMAtION ....c.eeuiiiiiiieiie ettt b ettt et bbbt bt bttt et e e e ee 27—173
EATECLS OF STAE LAWS ... vttt b et ettt b e sb e bbbt et et e e e e e ee 27—173
Uniform Commercial Code .......co.eruiiiririiieiiieteeseeter ettt sttt bt ebt et et eesaenbe e 27—173
Uniform Consumer Credit COAe.........oiuimimiriiiiiiiininererieeeeet ettt st eat et saenbe e 27—173
Dealing with Outside Collectors or ColleCtion AZENCIES .......cccvereeruieriiereieieeienieeieeieeseeaeseeesreesseeseennes 27—74
Reverse Mortgages 27—175
Regulation U — Securities Credit Transactions 27—176
DIEEINIEIONS ...ttt ettt ettt ettt s a e bt et et e st e eh e e eb e e bt e bt em e e e bt e bt et e eetesheenbe e bt eneeeaee 27—176



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXX1V
IMAATZIN SEOCK L.ttt ettt e e et e e b e st e saeesaa e beesseesseesseess e saessaessaessesssenseessenssesssensens 27—176
Carrying Margin STOCK ........eiiiiieiieii ettt ettt et e st et e e esaeesseesseesaesseeseesseesseessaseesseessenssessees 27—17
INAIrectly SECUIEA LOAN ......eeiieiieiieie ettt sttt ettt e sse e st et e enseesaeessessaesseenseensesnsennees 27 —17T7
NEZALVE PIEAZE. ... e eueieeeeeeieiieeee ettt ettt e s e st e s e e s e e aae s st e ss e e s e enseensessaenseenseensesnsennees 27 —17T7
More Available Collateral ...........ccoririiiririiieieeee ettt sttt ettt 27 —178
Regulation U REQUITEIMENLS. ......ciueiiieiieii ettt et ettt ettt ee et e et eeeeseees et e e bt e teenteeseesseesseensesneesneenseenseenes 27 —178
Maximum Loan VAlUE........c.cooiiiiiieieeeee ettt ettt ettt et eesae st e beeteenaeeneas 27 —178
Retention REQUITEIMENT ... .....oiiiiiieiieie ettt ettt et et e st et e et e e et e eneeeseess e e seeneeeneesneas 27 —178
SINGIE Credit RULE ....cuiiiieeeee ettt st b ettt e et e et e be bt eatenteneenseseneeanens 27—178
MiXEA-COllAtTal LLOANS ... eouieiiiieieitieeee ettt ettt st b et eb et e et e st e e besbe et e eneeneeneeneeneenes 27—179
EXEeMPLEd TTANSACTIONS. ... .eeiviiiieiieeiieiieeteeteeteeeteeteesteesteeseeaeereesteesseesseesseesseassessesseesseassesssesseessessnesssesseessennes 27—179
Servicemembers Civil Relief Act 27 —80
Servicemembers Are Entitled to SCRA ProteCtion ..........ccceeoeeierieriinienininiceiceiieetereee et 27—280
ThOSE ON ACLIVE DIULY...ceiiiieiiieiieie ettt ettt e te e s e e s aeesse e se e st e enseesaeessasaesseensennsennsennees 27 —280
Extension of SCRA Provisions to Reserves Ordered to Report for Military Service and to
Persons Ordered to Report for INAUCLION.........cccuiiiiiieiieeeie et 27 —280
Protection of Dependents, Co-Borrowers and GUArantors ............cccceevueeeerierieniienieeieeieseeseeesieenee e enees 27 — 81
Waiver Of SCRA RIGILS .......oiiiiiiiie ettt ettt ettt e e s e b et e et e entesaeesneeneeeneeenes 27 —8l1
Exercising SCRA Rights Not to Affect Certain Future Transactions...........cceecueeuerieneereenesie e 27 —82
Fines and Penalties 0N CONLIACES .........cueiiieitieieiit ettt sttt ettt et et st et et ebe st ese et et ese et ensenaeneeeeee 27 —283
Maximum Rate of Interest on Loans (The “Six Percent” RUIE) ........ccccuevviiiiiiieiiiiiiiieiiecieeee e 27 — 83
L5 211 110 [T UUURRU SRSt 27— 84
Mortgages and TTUSE DEEAS......ccuveriieriiiiieiieiestee ettt st se e se e b e e b e esbeessessaeseeseessesssesseas 27 —84
EIVICTIONS 1.tttk h b bt et es et et b e bbbt eb b et et e b e st e e bt eb e eb e e bt ent et et et e 27 —285
Installment Contract Protection After Entering Military SEIVICE ........cccvevvievieierieniienieeie e seese e eeeeeeeenns 27 —285
Business Or Trade ODBIIGAtIONS.........c.ccverieriieiieieeiesteieete st ste st et tesaestee s e esseessesssesseenseenseensesnnesseesseensennns 27 —285
Consumer Leasing Act (Regulation M) 27 —86
COVETAZR .. vvteuteeite et ettt ettt ettt e st e ettt e s at e e bt e e at e e bt e e bt e e bt e e bt e e bt e e st e e be e e see e bt e easeeeabaeenbeesabeeenseesabeasateesnseananeanns 27— 86
DiSCLOSUIE REQUITEIMEILS ... ..eeieiieeieieeie ettt et ettt st et e et e et esate s et et e e e e eneeeseeesee s e enseenseenaesneesneeneenseenes 27— 86
Segregated DISCIOSUIES. ... eiiuiiitieiieteee ettt ettt ettt ettt ettt e e at e bt et e enteeneesseessee st ensesmeesneenseeneeenes 27 — 86
Nonsegregated DISCIOSUIES ........c.eeiuiiiiiieiieie ettt ettt ettt et et e e et eeseeeseesseenseeneesneas 27 — 86
Disclosure Requirements that Apply Only to AutomobIles ..........cccooieiiiiieiinieee e 27 — 88
RECOTA REIEITION ...ttt ettt ettt bt st es et et e be st e ebeeaeeseenteneenseneeneenes 27 —289
AQVEITISIIIZ ...vevvevieieeteete e eteetee st ete et e est e e st este e seesseessesssesssesseesseesseasseesseessaseenseenseesseessenssenseensenssesssesens 27—89
Exhibit 27.1: Statement of Loan PUIPOSE .......c.ccveriieriieiiiieiierteie ettt bessae e sbeebeessesaaesseesseesseenns 27—90
Exhibit 27.2: Coverage Considerations Under Regulation Z .............cccoovveriieniieciieiieieneeneeie e 27—091
Exhibit 27.3: Finance Charge — Dollar Cost of Consumer Credit ..........coccoerererererienienienieneneneseneseeeene 27—92
Exhibit 27.4: Model Home Equity Disclosure Statement Important Terms of First Performance
Bank’s Home EQUity Line Of Credit........eecuieiiirieeiieriieiieie ettt ettt eeae e s e sseesesnnesneenseenseenns 27—93
Exhibit 27.5: Model Application Form: Open-End, Unsecured Credit ...........ccoerieiieiinienieiene e 27 —96
Exhibit 27.6: Model Application Form: Closed-End, Secured Credit..........ccoooveiieiiniineneieeee e 27 —98
Exhibit 27.7: Model Application Form: Closed-End, Unsecured/Secured Credit...........ccoevveveereenirnieneennen. 27— 100
Exhibit 27.8: Model Application Form: Residential Loan Application............ccccceevvvevvieiieieneenreenieeve e, 27 — 102
Exhibit 27.9: Model Application Form: Community Property ..........coccoceeeereieninieneiieieiee e 27 — 107
Exhibit 27.10: Approval Letter for Closed-End Credit.........ccvevuiiiiiiiiieniieii ettt 27 — 109
Exhibit 27.11: Approval Letter: Open-End Credit..........voiieiieieiieiieiienieeie et see e esse e senes 27—110
Exhibit 27.12: Form C-1 — Sample Notice of Action Taken and Statement of Reasons ...........cccccveeveeeennen. 27— 111
Exhibit 27.13: Form C-2 — Sample Notice of Action Taken and Statement of Reasons .........cc.ccceceeueneenee. 27 —113
Exhibit 27.14: Form C-3 — Sample Notice of Action Taken and Statement of Reasons
(CLEAIt SCOTINE) ...uvevreiieiieit et eeteetiesteesteeteetestessee st esseesseesseaseeseenseenseassesssesseenseensesnsesnsesseeseanseensesseansennsenns 27— 115
Exhibit 27.15: Form C-4 — Sample Notice of Action Taken, Statement of Reasons, and
(00003 (o i <) USRS 27—116
Exhibit 27.16: Form C-5 — Sample Disclosure of Right to Request Specific Reasons for Credit
DIBIIAL ...ttt ettt e h e bbbt et e a e bt eh e e bt et et ea et bt e e bt et e b e eatenbeebean 27 —117

Exhibit 27.17: Sample Notice of Incomplete Application and Request for Additional Information.............. 27 — 118



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXV
Exhibit 27.18: Sample Disclosure of Right to Request Specific Reasons for Credit Denial
Given at Time of Application (BusSiness CIedit) ........ccoecverieriierieiiieiieriierieesie e eeesreesreeseesreesaeseesseeseessesenas 27—119
Exhibit 27.19: Sample Notice of Action Taken and Statement of Reasons (Business Credit)............c..c....... 27 —120
Exhibit 27.20: Sample Notice of Action Taken and Statement of Reasons..........cccccevveriieciercieneeneeneeeeeen, 27 —121
Exhibit 27.21: Sample Letter t0 COLLECIOr ... .uiiiirieiieiieie ettt sttt e e seesseenseenaesneas 27 —123
Exhibit 27.22: Debt Cancellation Contracts and Debt Suspension Agreements...........ccecceeeeeeeereeneeneeeneennnn. 27— 124
Exhibit 27.23: Model DCC Disclosure and Acknowledgement FOrm............oocvevieiinieiieninieeieceeeeeee, 27— 126
CHAPTER 28
HOME MORTGAGE DISCLOSURE ACT COMPLIANCE PROCEDURES
(AVAILABLE ONLY ON CD)
PUIPOSES. ..ttt et e b e at e e bt e s ab e e bt e e s a b e e bt e e a bt e bt e e bt e e bt e e bt e e bt e e bte e baeebeeeanes 28—1
HMDA REQUITCIMENLS .....c.vveteeieetesiesitesttesteeteeteestesstesseesteassesssesssesseesseenseansesnsesssesssenseensesssesssesssesseessesssesssesnses 28—1
HMDA EXEMPE LOANS. .....ciiiitieieeit ettt ettt ettt e st et ent e e et e eseesse e seenteemeeeneesneesneeneeenes 28 —1
TemMPOTary FINANCINE .......eeiiiieiieeiiee ettt sttt ettt ettt et e et e bt e bt e mteemeesaeesseenaeeneesneesneenseenes 28 —2
Compilation 0f Loan Data..........ccooiiiieiieiieeee ettt et s se e s sae e 28 —2
Completing the Loan/Application REGISTET ...........ciiiiiiiieieieieeie ettt ebe et sae e ee e 28 —3
(070) 1150 BN 01111 o3 SO SE S SRUSURUUSURSUPRRR 28 —3
Loan Application and/or Loan NUMDET...........ccccoiiiiiiiiiiieeie ettt seeere e 28 —3
APPLCALION DALE.......eeiiiieiiiiieitiee ettt et et este e teesbeesbeseee s st e beesseesseessessaeseesbeesseessesssesseesseenseenns 28—3
LL0AI TYPE weeetieeitieetie ettt ettt ettt et e et e et e sttt e st e e st e e et e e s e bt e e a bt e ea b e e enbeeen b e e nnbeeenbeeate e baeenaeentaeenaeeares 28—3
PIOPEILY TYPE oottt ettt et sttt e st e et e s a e sab e e s e bt e sabeesa b e e sate e baeensbeeabaeenaeeeabee 28—3
OGN PUIPOSE ...ttt ettt ettt et e b ettt e bt e s ab e e bt e e b te e bt e e sate e baeebbeenbaeenaeeeabee 28—4
Owner/Occupancy Status of the Property Securing the Loan ............cccoeeveeienieiinieniecieeee e 28—5
Amount of the Loan APPlICAtION..........coiiiiiiii ettt ettt te et e steeneeeneesneens 28—6
S CT21 o) o) (01771 RS 28 —17
TYPE OFf ACHION TAKGI......eiiieiieiieiie ettt ettt et et et e st e e st e sb e e beenseeaeeneesneesaeeneeenee 28 —7
DAt OF ACLION ...ttt ettt b ettt et s h e b et e bt e et e bt e sbee s bt et e et eate et e bt et enee 28—9
PrOPETtY LOCAtION ...ttt ettt ettt ettt e at e e b e s bt e bt et e bt e et st saeenae et enee 28—9
Ethnicity, Race, or National Origin and SEX ........cccceceiieirieieieiere ettt sttt ebe e s 28— 10
Type of Entity Purchasing a Loan That was Originated Then Sold ............ccccccevvievieviieciincienieseee e, 28 — 12
Reason Bank Denied a Loan APPLiCAtion.........cc.eecviiieiierieeniieiieieeiesieeteeseereeeaesseesseesseessesssessaesseessessnas 28— 12
RALE SPICAG....c.eiiiiiiieieete ettt e e e e et e st e steesae e beesbe e st e essassee s e esseesseesseesaenseenseenbeessenreas 28 — 13
HOEPA SEALUS ...ttt ettt ettt et et st b et eb et et e st e bt sbeebe et eae et et ene e 28 — 14
LLIETI SEALUS ...ttt ettt h bt h et b e bbbt et eb ettt et ne e 28 — 14
Broker and Investor Institution TTanSaCtIONS ..........cccceeeuierierieriirinenenieeeetetentete sttt 28—15
o (63|01 o) o SRS 28 — 15
Pre-qUALITICATIONS. ..ottt ettt ettt s e st e ettt e et e et e e st et et e e teen e e en e e bt e e enteeneeanean 28 — 15
ReEPOIting REQUITEIMEGIILS .......eeiieiieiieie ettt ettt ettt s et e e et e e st eeb e e bt enteebeentesneesneeseeneeenes 28 — 15
HMDA Editing and REPOITING ........c.eeiiiiiiieieie ittt ettt sttt be bt ebe st esee e e sesseseeneees 28— 16
HMDA Submission CRECKIISE ........ciuieuiiieieieee ettt sttt e ee e 28— 16
HIMDA QUESTIONS .....cccuviiiirieerieiieeetee et e ettt e ettt eeveesveeetaeesseeetseestseeetseessseeesseesssseesseesssseasseessesenseseseesseeses 28 — 17
Frequent Errors and MiStaKeS..........c.ieiiiieriieriieiiciestesieeieete sttt ste ettt esseesseesbessaesseesseesseessesanesseesseessennns 28— 17
Exhibit 28.1: Loan/Application Register and Transmittal Sheet ..........ccooovvevieieiierieiieieciee e 28— 19
Exhibit 28.2: Sample Ethnicity, Race and Sex Data FOrm...........ccoooveviiiiiiniinieieecece e 28 —21
CHAPTER 29
REAL ESTATE LENDING COMPLIANCE
(AVAILABLE ONLY ON CD)
Home Mortgage DISCIOSUIE ACE......c.iccuiiiieieeiiesieeieeieeteste st erteeteeaesteseeesseesseesseesseessessaeseesseessesseesseessesssesses 29 —1
Compilation 0f Loan Data..........ccecieriiiiiieciiiieiierie ettt ettt aeste e be e b e essessaesaaesseeseessesseesseenseenns 29 —1



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXVi
Disclosures and REPOTTING.........cvevuieiieiieieiieieeie et ste sttt ebeeetesseesseesseesseesseessesseessaesseessesssesssesssenseenns 29 —2
Logging the Data on the REZISIET .........ccveeiiriiiieiieiecie ettt ettt ste e teebeesaessaeseeessnenseenns 29 —3
[temization Of the Data ..........ccooiiiiiiiii ettt sttt ettt 29 —4
HMDA TNSTTUCEIONS 1.ttt ettt sttt ettt ettt st eb et et et e b s bt s bt ebeebeebeestens et enteneee 29 —10
Where to Mail the Completed REGISIET .......ccueeiieeiieiieiieie ettt seene e 29 —11
Frequent Errors and MiStaKes. .........coouieriieriieiieieceee ettt ettt et eneas 29 —11
S T = (13 1o ot SRS 29 —12
Responsibilities and ProOCEAUIES ..........coouieiieiiiieiieiee ettt 29 —12
Sale or Rental of Residential PrOPETtY..........cccooiiieirieieieiee sttt 29 —13
Unlawful Lending PrACHICES ......cc.eeruiiiiiiiiieiieit ettt ettt ettt et sbee et esaesaees 29 —13
Applicability of the Fair HOUSING ACt ......couiiiiii ittt 29— 14
INfOrmation REQUITEIMENLS ........cc.eeriieiiiiieiieeieesie ettt et e st este e teebesseesseesseesseesseesseesseessesssesssesseessenssessens 29 —15
RETETEIICES ...ttt bbbt b et e et e st e e bt s bt bt es e e st et e e et nee 29 —15
F100d DiSaster PrOteCtION ACt.......coueiueruieiiiiiiiiriestinierit ettt ettt ettt ettt st sa e sttt ne e ae e 20 —15
Responsibilities and PrOCEAUIES ..........coovieiieiieieeieiieieeie ettt et e ete e ssaese e seenseensesneas 29 —15
Recordkeeping REQUITEIMENTS........c.ceouieiiriiiieiieie et etesee st et eie e esee st e seesseenseesaesseenseenseenseensesnsennees 29 —17
Resolving Disputes Regarding Flood Hazard AT€as ..........cccevieiieiiiiiiieieeeeieeeee e 29 —17
Sources of Maps and Additional Information..............coeeeriiiieiiiiiieeeee e 29 — 18
Real Estate Settlement Procedures Act Compliance Procedures............cocovievieiieiinienieieeee e 29 — 18
DIETINIEIONS ...ttt ettt ettt s a e s bt e b et e a et ea et e bt e eb e e bt e b e eh e e bt e bt et enbeenaenaeas 29 — 18
COVRTAR. .. enveeuteeutteuie et et et e st et ettt ea e e eb e e e bt et em et ea e ebteeb e e eb e e bt e bt emteeaeesaeesa e et e emteenteemteesteebeenbeenbeentessaenneas 29 —19
Exemptions from RESPA REQUITEIMENLS ........cccviiriiieiiieiiieeiiecieeeiteesieeeteesteesveesveessaeeseseensaeesssaenseesnsaessseenns 29—19
RESPA DiscloSure REQUITEIMENLS ........ccvvervieiieieeieriiesieeieetestesieesteesseessesssesseesseesseessesssesssesseessesssesssessees 29 —20
Affiliated BuSINeSs AITANGEIMENLS ... .....c.eevieieriertiereeteeteeteseeseeseesessesseesseesseesseessesssesssesseesseessesssessees 29 —26
Prohibition Against Kickbacks and Unearned FEes ...........ccvviiiiiriinieniieiicieceeeeee e 29 —27
Computer Loan Origination SYSTEIMS .......cc.eervieiieriieriierieriierteetestesteseeesseeseesesssesseesseesesssesssesseessesssesses 29 —27
ESCIOW REQUITEIMENLS ......oeeieiieiieieeie ettt ettt et et e e e e e e e saeesseesseenseenseesaesseenseesseensennsenssensees 290 —28
Noncompliance With RESPA ........cc.ooiiiiiiee ettt et seesseeseensesneas 29 —29
o) (o R A (57 113 e o WS RRUS 29 —29
HUD Statement on Mortgage Broker FEe ...........coiiiiiiiiiiiiie et 29 —30
S 53 1S3 1 0TSSR 29 —30
Adjustable-Rate Mortgage DISCIOSUIES ........ccueiuiiuiiiiiiieiieieee ettt sttt ee et et e e se e 29 —30
Initial DiSClOSUIe REQUITCIMENLS .......ccveiivierieiieieiieeitieteeteeteeieesteesteeaeesteeeseeseesseesbeesseessesssesssesseesseessesseas 29 —30
Subsequent Disclosure REQUITEIMENTS ...........ccieviiiiiiieiiiiieie ettt ettt ereseae e e sseessesssesseesseesseesseenes 29 —31
Model Disclosure Clauses and Model Disclosure Statement ...........c.cceeeverierierinenenieiienieeneseseeeeene 29 —32
Homeownership Counseling Compliance ProCedUIES..........ccevverierieniieiieieeteeieeie e et esie e seesee e s e 29 —32
Mailed NOtiCe REQUITEIMENLE ........eeivieiieiieiiieieeieiteie et eteete st sttt et e e e e e eseesse e seenseensesnsenseensesnsesnnes 29 —32
First-Time Applicant Notification REQUITEMENL..........cccoevuieiiiriiiiierieie e 29 —33
Technical Requirements for @ Mailifg .........cceevuieiiioieiieniei et sre e 29 —33
Real Estate Appraisal Standards...........oooeoioiioiinieeeeee ettt 29 —33
S 1e)ea (1114 Lo A SRS 29 —33
QUALIfICAtIONS O APPIAISETS ... eevietietietieiieetie et et et et ete et e st e st e et e te e et eaeeesee st e st enteenseeneeaseenseenseeneenneas 29 —34
Transactions Requiring Certified or Licensed APPraiSers.........ccocerieruieriiriinienieniienieeieeieneee e sieeneeenees 29 —35
Minimum Appraisal StANAAIAS .........cceevvieiieiieiiiece ettt be e ebeeraeeneas 29 — 36
APPraiser INAEPENAEIICE ..........ecvieiieiiiericieeieet ettt ettt e et te e te et e e b e e b e e sseste e beesseesseessesbeesseessesseas 29 —37
EVATUALIONS ...ttt ettt b et b st et e et b e bt bbbt bt n e st et e e et nee 29 —37
Other Appraisal Regulatory ReqUITEMENTS. ..........ccueiieriieiiiiieiiecieit ettt ssae e beesseessesnees 29 —38
USPAP STANAATAS ...ttt b bt a e et et s bbbt ebe et ebees e eneensesenaenten 29 —38
Frequently Asked Questions on Appraisal REgUIAtIONS ........c.cccvevierieriieiiieieeieceeeee e 29 —39
Environmental RiSk ManagemMENt .............cceeciiruieriieriieieeieste et ete et e stesteeseeteentessaessaessaesseensesnsesseesseensennns 29 —39
Recommended Bank POLICY .........cccueruiiiieiieiieieeiieeeieee ettt ettt et e ssae e s neenseennesnees 29 —39
Requirements on Potential BOITOWETS .........cccuieiiiiiiiieiieie ettt 29 —40
ENvironmental AUGIES.........cueiiiiieiieie ettt ettt ettt e st e sttt et e et e st e b e n e e teenteeneeeneas 29 —41
Bank Real Estate Personnel Can Perform Limited AUdits .........cccoooeiiiiiieiieieieee e 29 —42

L FN o) Qe 5 (o) ¢ LT 29 —43



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXVil
BOAIA ACHIOMS ...ttt ettt h et b et et b bbbt b e aeeh et e bbbt en e et et et et e 29 —45
Fair Lending Risk Control PrOZIam ..........ccoecvieiiriiiieiieie ettt ettt te b esaesseesraesseessesnaesseesseensennns 29 —45
How Fair Lending Became a Major Banking Industry Problem ............cccccoevininininnncniiicicnicncnen 29 —45
Federal Discrimination in Lending Policy Statement...........cccocevveerieriieniieiieieeeeseeeeeee e 29 —46
What Should Your Bank Be DOINE? ........ccveiuieiiieiiiieiiest ettt esse e sneesneensesnees 29 —47
Handling Customers’ Fair Lending Complaints...........ccoereeiirieiienienieee e 29 —48
Model Board RESOIULION. .........coiuiiiiiiieii ettt ettt ettt et e esee s e beeneeeneeeneas 29 —49
Exhibit 29.1: Loan/Application REGISET ........c.ceuieuieiieieie ettt s 29 —51
Exhibit 29.1A: Loan/Application Register Transmittal SHEet ...........cccoociiiiiriiieiieieee e 29 —52
Exhibit 29.2: Data Codes for Loan/Application ReISer .........cceviiiiiiiiieieieeie e 29 —53
Exhibit 29.3: Sample Ethnicity, Race and Sex Data FOIrm .........ccccoooiiiiiiiiiiiiee e 29 — 56
Exhibit 29.4: Equal Housing Lender POSIET ..........cc.eviiriieriiiieiiesie ettt sve e snae e e sne s e 29 —57
Exhibit 29.5: Equal Housing Lender Poster (Spanish Language Version)...........ccocceeeeeieneeneeneeeeseeseenneenns 29 —58
Exhibit 29.6: Fair Housing Act Information ReqUIrements.............cccvevvevieeienienieniieieeie e 29 —59
Exhibit 29.7: Notice to Borrower of Special Flood Hazard Area (Community Participating)......................... 29 — o6l
Exhibit 29.8: Notice to Borrower of Special Flood Hazard Area (Community Not Participating) .................. 29 —62
Exhibit 29.9: Standard Flood Hazard Determination FOIm...........ccoviiiiiiiiiieieiieieeee e 29 —63
Exhibit 29.10: Sample Form of Good Faith Estimate............ccccccoeiiiiiiiiiieieeeeeeee e 29 — 66
Exhibit 29.11A: Affiliated Business Arrangement Disclosure Statement..............cccoeeeiieiieienenceneeneeee 29 — 67
Exhibit 29.11B: Affiliated Business Arrangement Disclosure Statement Format............c.cocoveeriioniiiiennnne 29 — 68
Exhibit 29.12: HUD-1 Uniform Settlement Statement .............oceeiririeieieieriesesee et 29 — 69
Exhibit 29.13: HUD-1A — Real Estate Settlement Statement Optional Form for Transactions
WHEHOULE SEIIETS ...ttt ettt s b et b e e bt bt et e s et et bt sb e bt s bt ebeeseentenae e e e ee 29 —171
Exhibit 29.14: Appendix A to Part 3500 — Instructions for Completing HUD-1 and HUD-1A
SEtIEMENE STALBINIEIIES. ....e.vetitirteetieiiet ettt ettt ettt sttt ebe bt et e b et e s bt e bt e bt ehteat et e beseeebe e bt ebeeseentenseneenses 29 —172
Exhibit 29.15: Disclosure Statement: Servicing Transfer (Your Bank)..........cccoocveviioiiceiienieee e, 29 —82
Exhibit 29.16: Notice of Assignment, Sale, or Transfer of Servicing Rights ..........cccccceveiviieniiniiieieeie, 29 —84
Exhibit 29.17: Model Initial and Annual Disclosure Statements for Escrow Accounts...........cccoeevevvenieennenne. 29 —86
Exhibit 29.18: HUD’s Statement on Mortgage Brokerage Fees..........occoviiiiiiiiiiienieeeceeeeeee e, 29 — 100
Exhibit 29.19: Variable-Rate Mortgage Clauses (From Regulation Z, Appendix H-4(C)) ....cceeveevvveieneennen. 29— 102
Exhibit 29.20: Variable-Rate Mortgage Sample Disclosure Letter (From Regulation Z,
APPENAIX Ho14) 1ottt ettt ettt et e e e te e te e be e beesbeesaeesaesseebeesbeenbeesseessenbeenbeesreereereas 29 — 104
Exhibit 29.21: Environmental Assessment CheckIist...........ooiiiiiiiiiiiiieieeee e e 29 — 106
Exhibit 29.22: Model Letter for Homeownership Counseling...........cccocvevveriieviieiinienieeneeieeie e seeseesieennes 29 — 109
Exhibit 29.23: Excerpts from Board of Directors Meeting MinuULes............cceevvereerierieenieeeeeieseesieesveeve e 29 —110
Exhibit 29.24: Frequently Asked Questions on Appraisal Regulations............ccceceevvvevviecieeieneeneenieereeeennnn 29 — 111
CHAPTER 30
COMMUNITY REINVESTMENT ACT
(AVAILABLE ONLY ON CD)
CRA Questions and ANSWETS 2009 ...........coviiuiiiiieiieieiieeteeteete ettt e st e sreesteeseeseeereesseesseesseessesssesssesseesseessessnas 30—1
CRA BaCKZIOUNG ......ooviiiiieiiieiecie sttt ettt ettt ettt et e et e eteesta e beesseessessaesseesseesseesseesseesseessessseseessenssesssenneas 30—1
Examination Procedures (Small and Intermediate Size Banks).........cccccvevieriiiiiiiiniienieiecieeeeeeeseesie e 30—2
ASSESSINEIT ATCA ..c.veneieiiiiieieeie ettt etee sttt ettt eet s bt et e e bt e bt e seesbtesbe e s bt et e eateebe e e bt e bt e bt et e eebeeatesbeesbeenbeenaeenne 30—2
PUDBLIC FILES ...ttt ettt ettt et ettt st bbbt e bt eb et et ene e 30—3
PUDBIIC INOLICES. ...ttt ettt et ettt bt bbbt e st et e st e b sbeebeesees b et entenaenaens 30—4
PerfOrmance COMLEXLS .......cc.eetitirirtirtertieteeit ettt sttt ettt et et et e st st e bt e bt ebteates s et e saesbesbeebeeseesbesentenaenaens 30—4
Examination Focus Areas for Small and Intermediate Small Banks...........ccoccoiiiiiiiiiiiniiniiceee 30—4
Tests That Apply to Intermediate Small Banks ............ccoeiieiiiiiiiiieiee e 30—5
Exhibit 30.1: Community Reinvestment Act Notice (To Be Posted in Branch Offices).......c.cccocoevvevieniennnee. 30—6
Exhibit 30.2: Community Reinvestment Act Notice (To Be Posted in the Bank’s Main Office)...................... 30—7

Exhibit 30.3: CRA Questions and ANSWErs 2009..........ccoooieviieiiiiiiieiieerie ettt et et ereeseeeesteesreeseeseesseennas 30—38



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXVili
PART VII — MISCELLANEOUS
CHAPTER 31
CREDIT INFORMATION EXCHANGE

TIEEOAUCTION 1.ttt ettt e et e et e e b e e et e e e ebeeeaseeeaseeeaseesaseeeaseeetseeesseessseeesseentseeseeensseenseeennes 31—1

Incoming Commercial Credit INQUITIES ........eecvieriieiieiesieieeie ettt ee et e st et e enteeeaessaessaesseenseensesnnes 31 —1
AdMINISTIATIVE ASSISTANT L...vviiiiiiiiiiecii ettt et eeie e e seeeeteeesteeeteeesteeeteeesteeesesesaeenseseseeeaseseseeeseeans 31—2
OGN OFTICOT ...ttt ettt ettt e et e e e b e e s abe e tae e abeetseesaeetseessaeensseesseesseeasseesseensseensns 31—2

Credit Investigations Of NEW CUSTOIMETS .......ccuieiiriieeieitieteeie ettt ettt e te et et e st e et enteeneeeneesseesseenseenseenees 31—3
Talk t0 PrevioUs CrEAItOrS. ... ...viieeeeee et e et e et e e e et e e e et e e e e e e e eeaseeeeeaneeeeenneeeeenneeeas 31—3
Vo) ST T oTe) (LU 31—4
CTEAIE REPOITS...eouviieiieiiiitie sttt ettt ettt ettt e e ta e te e be e beesbeesaeeaeeeseesseesseesseessestseseesseesseesseessesssesseenseenns 31—4
Evaluating the DAta ........cc.ooiiii ettt ettt ettt be bttt e e e nte e eaea 31—4

Legislation on Commercial Credit Information EXchange ..............ccoociiiiiiiiiiiiiiie e 31 —5
Fair Credit REPOITING ACt.....ccciiiieiiieiieiiet ettt ettt ettt et e et e esaeesa e seesbeesseessesssesseesseessesssesssesseenseenns 31 —5
Equal Credit OPPOrtUNILY ACL.......cccviiieirieriieieeteeteseesteesteeteetesteesseeseessesssesseessaessesssesssesssesssessesssesssesseenns 31 —5
The Right to FINancial PrIVACY ACE.......c.icciiiiiiiieiieieeieite sttt ete ettt steeveesbeesseesaesseesaesseessesssessnesseenns 31 —5

Exhibit 31.1: Model Credit Information Letter...........ccioiiiiiiiiiiiecii et e 31—6

Exhibit 31.2: A Credit Inquiry WOTKSHEEL.........ccueeiieiieiieiieie ettt 31—7

CHAPTER 32
ANALYZING PERSONAL FINANCIAL STATEMENTS
(AVAILABLE ONLY ON CD)

TIEEOAUCTION L.ttt ettt e et e et e e v e e et e e eabeeeaseeeaseeeaseeeaseesaseeesseeesseessseeesseentseesseensseeeseeenees 32—1
ANALYZING INEE WOTLH ..ottt sttt et et s e e beesbeesbeesbeesbessaesseesseesseessesseesseenseenns 32—1
ANALYZING CaSI FLOWS......iiiiiiieiieicceset ettt ettt e bt et e e ssesnaesaeessee st enseenseensennsensnens 32—1
ANALYZING LATESTYIE ...oouvieiiieiieiiecieeee ettt ettt ettt et et e st esseesseeseensesnsesse et eenseenseensennsenneens 32—2

SOULCES ANA USES ...ttt et e et e e et e e e et e e et e e e e eteeeeeeaeeeeeeaaeeeeeaseeeeeaneeeensneeeeenneeeas 32—2

David S. Price’s Personal Financial Statement..............cc.oooiiiiiiiiiiie e 32—2
Net Worth of DAavIA S. PriCe........eei i e e e e e e e et eeeereeeeennnas 32—5
PrICE S IMCOIMIE ...t e e et e e et e e e e ette e e e e ateeeeetaeeeeetaeeeeeateeeeeaseeeeeareeeas 32—6
PrICE’™S LTESTYLC. ...ttt ettt ettt st s b ettt st sae e b e e 32—6

Stewart Dawson’s Personal Financial StatemeEnts ..........c..ooouiiiviiiiiiiiiceeeecee ettt eeeeereeevee e 32—6
Stewart Dawson’s Net WOTth .......cc.ooooiiiiiiiiiccecce et et are e ae e eave e eareeearees 32—7
Restatement of Dawson’s Personal Assets and Liabilities ..........cc.coovvieiiiieiieiiiceieecre e 32—9
Stewart Dawson’s CasSh FLIOWS ..........ooiiiiiiiiie ittt ettt re e e v e v e et e e aveeeneeeeveeeareeeaneas 32—9
Dawson Lifestyle ANALYSIS.....c.cccverieriieriieiieieeiesteeteetestesteseeesseeaeestesseesseesseeseenseenseensessaesseeseensesnsesnnes 32—10
The Dawson Office Supply Company Financial Statements............coceeerereeienieneneninenenieceienenennee 32—10

Exhibit 32.1: Sources and Uses (An excerpt from a previous White paper) .........cecceeeveevereerieeresieeseeneeneeenns 32—12

CHAPTER 33
BANK SECRECY ACT COMPLIANCE

Reportable Currency TranSACTIONS. ........eeeirtiereieitieieeie et te st et ettt e seeseeesaeeste e et et e eseeeseeteenseeneeeseeaseenseenseensesnees 33 —1
Examples of Reportable TTanSaCtions .........ceueiueeruierieeiieeieeie st et eteeeeeetee st et et eeeesseesbeesteeaeeneesneesneeneeenes 33 —1
Other Currency Reporting RUIES .........coouiiiiiiiiiiiiie et s 33—3
RECOTAS RELEITION ....oceviiieiieeiie ettt ettt e e et e et e et e eaeeeteeeaeeeteeenaeeenteeeaseesseeeeseseeteeenseeenees 33—3

Customer Identification PrOCEAUIES............coviiiuiiiiiiieciie ettt ettt e e et et e e eteeeetae e taeeetaeeereeenns 33—3
Personal Identification Verification ProCedures ...........coouiiiiiiiiiiiiiiiic e 33—4
Business Identification and Verification Procedures..........cooovviiiiviieiiiiiiiieciicceceeecreeee et 33—4

LOgs 0f $3,000 TTanSACTIONS. ......cveieieierterterriereeteereestestesessessessesseeseeseassessessessessessessessesssassessessessessassessessessessens 33 —5



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
XXXIX
Submitting CTR REPOTLS .....ccuviiiiiiiiiiieiicie ettt ettt e ste e e teesteeaeesaesteesseesseesseessesssasssesseessesssesssesssesseensennes 33 —6
IMUILIPIE TTANSACLIONS ....vevveeurieeieeeteeitesteesttesteeteeteetteeteesteesseesseessesssesseesseesseassesssesssesseesseessessseessesssesseesenssesssesses 33 —7
RESPONSIDIIITIES . ... eenreneieeiieeie ettt ettt te st et e et et e eabessaessee s eesseenseensesseesseenseenseenseenseensessseseensennsennsennnes 33 —7
FOTeign TTANSACTIONS .....eeivveiiieiieieeie et ete st te et eteete et e stt et e e s e essessaessaesseesseenseensesnseeseasseenseenseensenssenseensennsennsennnes 33 —8
Retaining Wire Transfer INfOrmation ............cccieieiieiionieeie ettt e e naesnnes 33 —8
Suspicious ACtiVILY REPOITINE ... ..cuiiuiiiiieiieii ettt ettt ettt ettt et e e e et ebeesbeentesneesneesaeenaeenes 33—9
Circumstances When Reporting Is REQUITEd...........coeeiiiiiiiiinieiee e 33—9
COMPULET CTIITIES ....teeuveeieeeiieeiiestieste ettt et e et e st e bt et enteeaeeeseesse e st easeemeeemeeeaee st e st enseenseenseaseenseenseenseeneesneas 33 —10
SAR Reporting DEadIINeS .........coouiiiiiiiiiiiieeeee ettt sttt et s nbe e 33— 10
Circumstances When the SAR Form Need Not Be Filed.........cccccoevieiiiiiiiieiiceeeeeeeeee e 33—10
Where to Mail the SAR REPOIT ....ccueiviiiieiiieiiieieciece ettt ettt te b e eebeeeseesaeste e beesbeesneseeas 33 —11
RECOTA REIENTION .....ueeuiiiiiiiiieiieciieit ettt ettt e st e ste e teesbesssessaesseeseesseesseasseessesssenseensenssesssenseas 33—11
Reports to the Board 0f DITECLOTS. .........uivieriieriieiieiieieetesieesie ettt see e teeae b e sbeessessaesseessaessesssesenas 33 —11
Exhibit 33.1: Currency Transaction Report (CTR) — FInCEN Form 104...........cccooveiieiinieiieeieneee e 33 —12
Exhibit 33.2: Designation of Exempt Person — FINCEN Form 110.......ccccecoeoiiiiiiiinininininnciecccieeeeee 33—16
Exhibit 33.3: Suspicious Activity Report (SAR) — Treasury TD F 90-22.47 ....coovvvoiiieiieeeeee e 33 —18
CHAPTER 34
ENVIRONMENTAL RISK MANAGEMENT
Environmental RISK OVEIVIEW ........cccuiiiiiiiiiieiiieiiieeie ettt steeste st eesaeesiveesae e taeessaeessseessseessseesseesseenseeenses 34—1
Recommended Bank POLIICY ........ccuiiiiiiiiiiie ettt ettt ettt b et eneas 34 —1
Bank Should Impose Requirements 0n New LOANS. .........ccvevuieiiiiiiieiieiieeie ettt eve s ese e seeesreeseeseennas 34 —2
ENVIrONMENTAl AUGILS .....ocviiiiiiiiiieiee ettt ettt ettt et e s ta e te e teesbeesaeesaesteesseesbeesseesseessesssesseeseesseessennnas 34—3
Phase 1 Environmental AUIt...........ccveviiiiiiiiiiiie ettt ettt eb e b aesaeesteebeesaeenneseeeseeenneenns 34—3
Phase 2 and 3 ACHIVITIES ...eevieuierieriieiieteeteettesteesteeteeaesstesteesseesseesseessessseseesseesseessesssesssesseessesssesssesssensennns 34 —3
Bank Personnel Can Perform Limited AUCILS ........c.cecviiieiieriieiieiecie ettt ebe e esseennes 34 —4
BANK ACHONS ..euvieivieiiieiieitete ettt e bt et e eteeste e st e beesseesseessesssesseesseesseasseassesssesseesseesseesseessesssaseenseenseensenneas 34 —4
(0707131011504 1<1 2| USSR 34 —5
(03 10T} 1T SRS 34 —5
LT 1 o I 1 TS 34 —5
FOTECIOSUIE ...ttt ettt e et e e et e e st e e st eesabeesebeeesbeesssaaasseessseassseesssaesseensseesaeensseensneenses 34—6
BaANKIUPICY ...ttt ettt b ettt et e st esh e e te e bt ea et e st e n e e te e bt e bt et e e teeneeeneeeneenneenes 34 —6
BOAIA ACHIONS .....ivtieiiiietiete ettt ettt et e et e et este e bt et e e st e eteesteesbeesbeesseessessaeseesseesseesseenseesseesseessereesseesbeernenneas 34—6
Exhibit 34.1: Environmental Assessment CheCKIISt........ccuviiuiiiiiiiiiiiiiiicie et 34 —7
Exhibit 34.2: Excerpts from Board of Directors Meeting MinULES..........cccceveeerierierieneneeeeiceeeieeee e 34—10
CHAPTER 35
PREVENTING LENDER LIABILITY SUITS
TWO PLODICIMIS......oeiiiietieiect ettt ettt ettt et e et e et b e ste et e e beesbeesaessaesseeseesseesseesseessesssasaenseensenssenneas 35—1
Avoiding Lender Liability ProDISMS .........c.ccveiiiiriiiiiiieiieseerit ettt steesaesaeeaeesaeseeessaenseenns 35—1
Obligation to Act in GOOA FaIth .......c.coiiiiiiiieii et ettt et r e s e nbeenaesnees 35—2
Loan Commitment EXamMPIES ........ccccuieiiieiiieieiieriieie ettt ettt ete ettt et e aesnaesaaesseeseensesneesseenseenns 35—3
Lines of Credit Can AlS0 Cause ProDICMS ..........ccveiiiiiieiieiieriieit ettt 35—4
Refusals to Make Loan AQVANCES .........c.eeeuieiiiiiiieiieeeiieesiieeiee et e veeeteeeaeesbeessaeesebeessseessseessseensseensseenses 35—4
Enforcement 0f Loan COVENANTS .........cccuiiiiieiiieiieeciieeiieecieeeiee et e et esteeeeaeesbeessaeeseseessseessseessseensseensseenses 35—4
Acceleration 0 DUE DAtES.........ieiiiiiiieiieecie ettt ettt e et e et e e staeeteeestaeeabeeessaeessesensaasnseesnseaansenses 35—5
L0AN FOTECIOSUIES ....ouvviviiiiiiieieeie et et et et et e eebeetaeetaeste e aeesbeesbesaseessaseesseesseesseessesssesssesseenseessesesesseensennns 35—6
Processing 0f OVEIAIafts .........cooioiiiiiii ettt ettt sttt ettt e e e e tenae e 35 —7
Summarizing the Good Faith ISSUE ........cccoiiiiiiiieieee e 35 —7
EXCESSIVE CONMIOL......viiiiiiiiiiieiieie ettt ettt ettt e it e e bt e bt esbeesbeesbessaesaeeseesseessesssesssasaenseesseessanssesaesseessesssensnas 35—7
American Lumber COMPANY .........ccveovieruierierieriieieeteeitestesseesseesseessesssesssesseessesssesssesssesssesseessesssesssesssesseenss 35—7
CONNEES V. GFOAL WESIEFTL ...ttt ettt ettt ettt ettt et e bt e st e bt e e s abe e bt e e s et e e st e e sabeenateesabeenaeeas 35—38



RETAIL LOAN OFFICER’S DESK REFERENCE

Contents
x1
Summary of Control and Interference ISSUES .........cccovieriiiiiiiierieniciieieeeee et sre e see e essnesraens 35—8
FIAUCIATY ODIIAIONS .....cuvieivieeieiiieiieiteesieeteeteetesteesteesbeesteeeseeseesseessaesseessesssesseesseesseasseasseessesssesssesseessenssesssesses 35 —8
BAFTett CASE.....c..eeuiiiiiiiiiieieet ettt s ettt et et ettt e 35—8
Security Pacific National Bank v. WillIQIS...........c...cccocueieriesieieieeeeiesieseesieesie e see e sseenseeseesesnsessnens 35—9
Barnett BAnk V. HOOPEF ...........c..ccueeiieieiieieeeeseeit e ie ettt te e ae st e satasse e st enseansesssessaesseenseensesnsesnnas 35—9
Trust Department Loans to Trust CUSEOMETS. ... ..ccueeuereeiierieie ettt eeieete et ete et e et e st eteeeeeeesneeseeenseeneeenes 35—9
Fraud, Duress, and MiSIEPIESENTALION .......cc.eeiuieiiirieriieitierte et eieeece et et et et e et ee bt e teeneesseesseesseesesneesneesseeneeenes 35—10
Lender Liability Preventive PrOCEAUIES ........c.coiiiiiiiieiieieeie ettt s s 35—10
Credit File MAINEENANCE .....c..eiuiieieieietieieetieteie ettt ettt este et e s teseeebeeseesseneeneeasesseabesaeeseentensenseneeneenes 35—10
Use Clearly Written Loan AGIEEMENLS. .......cc.eeierierieitieteeteettetieieiestestesteseeeteeseeneesensensessessesseeseeseensessessens 35 —11
WOTKOUL PEISONMNEL ...ttt ettt et e b st e et e te s b e ebeebeeneeseeneeneenseneeeenes 35—12
Avoid Verbal Promises and AIEEMENTS. .........cceivirierienieeitieieieesiesieesteeseeeesseesseesseessesssesssesseesseessesses 35 —12
INO ATIIMIOSTEY ..vveuvieniieeteeiiesitesitesteesteeteesteeetesseesaeesseesseessesssesssesseesseessesssesssesssesseesseesseessesssesssesseensenssesssesses 35—13
Develop @ WOrKOUL PLAN ........cooiiiiiiieiieeeeeeee ettt ettt e eetessaesse e seensesnnesnees 35—13
Provide AdCQUAte INOTICE. .......eeeiereieiietieieeteete et e e et etesteseteseee st e st enseenseeseenseenseenseensesssesseensennsesnsensees 35—14
Two or More People Make DECISIONS ......cc.eeverieriieiieiieieeteseeseesie et eeeestesseesseeseesseensesssesssesseensesnsesnnes 35— 14
2o S (o) 41 o) SRS 35— 14
Document Schedules and Deadlines............cccueeiiiiiiiiiiii ettt 35— 14
Avoid INCONSISTENt CONAUCT ......oviiiieiiiiieieeeee ettt ettt ettt s et e e e e eneeebeeseeneeeneas 35— 14
ProteCt YOUL GUATANTEES. ... eeuieiieiietieite ettt ettt st b ettt ettt sat et e bt et eateebtesbee bt enbeenbeeseenbean 35— 14
Exercise Management Control Carefully .........coocoiiiiiiiioieee e e 35—15
INEVET TRICALEIL......e ittt ettt b ettt st s et e s be et e eateeat e ebee b e et e entesseenbeen 35 —15
B POTSISTEIL ...ttt bttt b e st b et b e st ettt be bt bbbt bt en et et et nee 35 —15
USE ATDIIAION CIAUSES. .....eeutiutititiitietceiiet ettt ettt et ettt b e bt bt et eat et et s b e sbeeb e e bt e st entenseeeneeneen 35 —15
CHAPTER 36
LOAN OFFICERS AND BANK EXAMINATIONS
Preparing for the EXAmINation..........cvecuieiiieieiiesieieeie ettt ste st esteete st e e see st e enseesteessessaesseensennsesnsesnnes 36 —1
Anticipate Examiners’ Request for DOCUMENLS. ...........ccieiiriieieriieiieieeie e 36 —1
Know the Loan POrtfOli0 ........coiiiiiriiiiiiieeees ettt sttt st ettt a e nee 36 —2
Strengthen Problem Credits. ... ..ot iiiiiiieiee ettt ettt et st esae e st e aeeneeeneesneens 36 —2
Clean Up the Credit FAles ........ooiiiiiiieieeeeee ettt ettt ettt beete e eneesneesneeeeenes 36 —3
C1ean U the PAST DIUES .......cocuieiiiiiceiieeeeteeteete ettt sttt et et ste e s te e beesbeesbeessesteesteesbeesseesseessesssesseenseenns 36 —4
Memos t0 the Credit File.......coo ittt sttt et ne et e e e 36 —4
Controlling the Emotional/Confrontational Factor............ccoeiuiiiiiiiiiiieeee e 36 —4
Anticipate the EXamINers’ ACHVITIES ......ccvievirierieiiieteetesiesteesteesestesetesseesseessesssesssesseessesssesssesssessesssesssesssessees 36 —5
Bank Personnel Conduct During the EXamination .............cceccverieriieriiiieiiereesie et eie e seve e seeesseesesnnas 36 —6
Treat the Examiners ReSPECtiULLY........covuieiiiiiiiiiieiieece ettt s sae e 36 —6
AT oo ) PSSR 36 —6
Correct Deficiencies IMmEdIiately .........coecviriirieriieiiee ettt e e sseense e 36 —7
Prepare for Loan DISCUSSIONS .......ccviriieiiieieeiesiesieeteeiteseesete et eteeeteeseesseesseenseessessaesseesseessesnsesnsesssesssensesnes 36 —7
Other Examination CONSIAETAtIONS........c..ciiuiertieiieetieieeteestie it et et seeseeeseeesteeteeneeeseesseesseebeenteeneesseenseenseensesnees 36 —8
Financial Performance. ..........c.ooiieii oottt ettt ettt et st se e te et e et e sae e e s 36 —8
Other Areas Of INVEStIZATION. ........iiuieitieitieieee ettt ettt ettt et et e b e e e eeeeeneeseeesaeeaeeneesneeseeeneeenes 36 —8
CONCIUAING ACLIVILIES ...ttt ettt ettt e et ettt eaees e es e et esbe et e ebeeseeseeneenteasesaeebeeseeseeneentesensennesaea 36 —9
A Note About Compliance and CRA EXaMINatiONS.........cc.eeveiuierieeriieriieiesieesreereeseeseesreesseeseessessnesseesseesseenns 36 —10
SUMMATrY and CONCIUSIONS ......eueeuieiieiiieeie ettt ettt e et et e besbeeb e e st en e ene e s e tesaeebeeneeneeneansenseseeanes 36 — 10
CHAPTER 37
INTEREST RATES: PAST, PRESENT, AND FUTURE
Predicting Short-Term Interest Rate MOVEMENLS ........c.cccverieiieriieiieieceeeeese et ereeeeeteesreeseeseesaesssesseesseessesnnas 37—1

Exhibit 37.1: Historical Interest Rates, 1984 Through 2009 ...........cccoooieiieiieiieeeeeeee e 37—3



