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Question: 842

During a quarterly board meeting, the Chief Compliance Officer must report on multiple regulatory
changes including Section 1071 compliance date extensions. What is the most effective way to report
status of regulatory changes and implementation to stakeholders? 

A. Provide a dashboard with color-coded status, milestones, owners, risks, and executive summaries.
B. Distribute the full text of Federal Register notices and ask board members to review independently.
C. Focus the report exclusively on completed items while omitting items still in assessment.
D. Deliver a verbal overview of recent agency announcements without internal progress details.

Answer: A
Explanation: This is correct because reporting status of regulatory changes and implementation to
stakeholders demands clear, actionable updates that facilitate informed oversight. A dashboard with
milestones, ownership, and risks enables effective governance and accountability for complex regulatory
change portfolios.

Question: 843

When a compliance officer evaluates the "effectiveness" of a Compliance Management Program, what are
they primarily looking for?

A. Proof that the bank has the highest profit margins in the local region
B. Records showing the compliance department has a large social budget
C. Evidence that the program prevents, detects, and corrects violations
D. Verification that every employee has a leather-bound policy manual

Answer: C
Explanation: An effective CMS is not just a set of documents; it is a functioning system that identifies
risks, catches errors, and fixes them before they become systemic issues.

Question: 844

Which of the following best describes the "Three Lines of Defense" model in compliance risk
management?

A. 1st: Legal Department, 2nd: Compliance Department, 3rd: The Risk Management Committee
B. 1st: Business Units, 2nd: Compliance and Risk Management, 3rd: Internal Audit
C. 1st: Compliance, 2nd: Internal Audit, 3rd: Federal Regulators and External Examiners
D. 1st: Executive Management, 2nd: The Board of Directors, 3rd: The Shareholders



Answer: B
Explanation: In the Three Lines of Defense model, the business units (1st line) own the risk and controls,
Compliance/Risk (2nd line) provide oversight and challenge, and Internal Audit (3rd line) provides
independent assurance. 

Question: 845

During a review of the bank’s data validity for Regulation O (Insider Lending), the compliance officer
finds that the "Executive Officer" list has not been updated in 18 months. What is the primary risk?

A. The human resources department may have miscalculated the officers' bonuses
B. Loans to new executive officers may have been made without Board approval
C. The bank may have exceeded its aggregate lending limit to a single shareholder
D. The bank’s annual report will contain a typo in the list of senior management

Answer: B
Explanation: Regulation O requires prior Board approval for certain loans to insiders; if the list is outdated,
the bank risks extending credit to new executive officers without following the required approval process.

Question: 846

An agency issues a "Request for Information" (RFI) regarding the use of Artificial Intelligence in credit
underwriting. How should the compliance officer categorize this within the Domain 4 workflow?

A. A mandatory reporting requirement for all AI-based models used by the bank
B. A non-regulatory event that does not require tracking in the change system
C. A final rule requiring immediate updates to the bank’s fair lending policy
D. A precursor to potential rulemaking that warrants proactive internal inquiry

Answer: D
Explanation: Monitoring regulatory agency notifications includes tracking RFIs and Advance Notices of
Proposed Rulemaking (ANPR). These signals allow the institution to anticipate future changes, engage in
the legislative/regulatory process, and begin assessing potential strategic impacts long before a final rule is
issued.

Question: 847



A financial institution is preparing to launch a new peer-to-peer payment feature within its existing mobile
banking application. The compliance officer is tasked with conducting a pre-implementation risk
assessment. Which factor represents the most critical element when evaluating the inherent compliance
risk of this new product?

A. The expected volume and velocity of transactions across the new payment platform
B. The historical performance of the third-party vendor providing the software API
C. The complexity of the underlying technology stack used for transaction processing
D. The total number of marketing channels planned for the initial product rollout

Answer: A
Explanation: The expected volume and velocity of transactions are primary drivers of inherent risk because
high-speed, high-frequency movements of funds increase the potential impact of any systemic compliance
failure or fraudulent activity before detection occurs.

Question: 848

A compliance officer discovers that the institution’s report on "Lobbying Activities" (Form LD-2) was filed
three days late due to a change in the internal reporting software. What is the best action plan to ensure
future reports are filed on time?

A. Canceling all future meetings with government representatives
B. Deleting the software and returning to a paper-based filing system
C. Assigning the lobbying report task to the newest employee
D. Moving the internal deadline to five days before the regulatory one

Answer: D
Explanation: Creating an internal "buffer" or an earlier internal deadline is a simple and effective action
plan. By requiring the report to be ready for review five days before the actual regulatory deadline, the
institution allows time for technical troubleshooting or unexpected delays without risking a late submission
to the government.

Question: 849

A compliance officer finds that a policy approved by the board is not being followed because the
procedures are too complex. The officer should:

A. Advise management to revise procedures to ensure policy compliance
B. Ignore the discrepancy as long as the board has approved the policy
C. Request that the board lower its ethical standards for that department
D. Abandon the policy and allow the business unit to create its own rules



Answer: A
Explanation: Governance involves ensuring that policies are not only approved but are also actionable. If
procedures are ineffective, management must refine them to ensure the policy objectives are met.

Question: 850

A new sustainable finance product line includes green deposits with preferential rates. Inherent risk
involves greenwashing and fair lending in marketing. After disclosure controls, residual risk is moderate.
How should consumer harm be evaluated? 

A. Internal staff feedback on product complexity.
B. Comparison of interest rates to traditional deposits only.
C. Analysis of misleading claim impacts on consumer decisions.
D. Review of competitor product offerings.

Answer: C
Explanation: The correct answer emphasizes analysis of misleading claim impacts on consumer decisions
and marketing accuracy.

Question: 851

Enforcement actions and guidance in 2025-2026 emphasize removal of reputation risk from supervisory
decisions. When assessing existing debanking policies for remediation, the compliance officer should
prioritize: 

A. Reviewing only high-value customer accounts for potential violations.
B. Determining if policies permit broad category-based denials rather than individualized risk-based
assessments.
C. Confirming that all past terminations were properly documented regardless of rationale.
D. Assuming remediation is unnecessary if no formal enforcement actions have targeted the institution.

Answer: B
Explanation: This is correct because assessing guidance and enforcement actions for remediation needs
involves evaluating whether legacy practices conflict with prohibitions on reputation risk-driven decisions.
This analysis supports alignment with interagency fair access expectations while preserving lawful risk
management.

Question: 852



What is the primary objective of "conducting periodic reviews" of the compliance management program as
specified in the CRCM Domain 3?

A. Increasing the total number of physical branches in the local market
B. Evaluating whether the CMS remains effective in a changing environment
C. Ensuring that all bank employees receive a year-end performance bonus
D. Reducing the total amount of capital the bank holds against its loans

Answer: B
Explanation: Periodic reviews are intended to assess whether the compliance program is functioning as
intended, identifying weaknesses, and ensuring the program adapts to new regulations or changes in the
bank's business model.

Question: 853

A financial institution receives a request for a high volume of loan files during a consumer compliance
examination. The compliance manager discovers that several files are missing required flood insurance
disclosures. Which action best fulfills Domain 5 competencies regarding the preparation of exam materials?

A. Provide the files as is and wait for the examiner to cite the findings
B. Submit the files while providing a summary of the self-identified errors
C. Remove the deficient files from the sample and provide only compliant files
D. Correct the missing documentation in the files prior to submission

Answer: B
Explanation: Self-identification of concerns is a core competency within Domain 5; disclosing known
deficiencies to examiners during the fulfillment process demonstrates strong compliance management and
internal controls.

Question: 854

An institution is considering a new vendor for its AML transaction monitoring software. Which document
should the compliance officer review first to assess the vendor's ability to support the bank's compliance
obligations?

A. The vendor's technical specifications regarding its detection logic and algorithms
B. The vendor's most recent marketing brochure and product roadmap
C. The vendor's service level agreement (SLA) regarding system uptime and support
D. The vendor's record of successful implementation at other similar-sized banks



Answer: A
Explanation: Understanding the detection logic is critical to ensuring the tool can actually meet the specific
regulatory requirements and risk profiles of the bank, making it the most important compliance-focused
review item.

Question: 855

A bank is reviewing a recent Consent Order issued to a peer institution involving UDAAP violations in
credit card marketing. How should the compliance officer utilize this information within the regulatory
change management framework?

A. By notifying the marketing department that all current campaigns must be halted immediately
B. By archiving the order as a reference for future audits of the marketing department
C. By contacting the peer institution to request copies of their internal remediation workpapers
D. By conducting a risk-based review of the bank's own marketing materials for similar issues

Answer: D
Explanation: Assessing regulatory guidance and enforcement actions at peer institutions is a key
competency for determining if internal remediation is required. By proactively reviewing its own practices
against the failures identified in the Consent Order, the bank can identify and mitigate similar risks before
they result in regulatory scrutiny.

Question: 856

Which of the following is a key indicator of an "Inadequate" compliance risk management program?

A. Compliance staff regularly attend industry conferences to stay current on new rules
B. The bank utilizes an automated system to track and resolve customer complaints
C. Risk assessments are performed only when a new CEO is appointed to the bank
D. The Board of Directors receives a quarterly report on key compliance risk metrics

Answer: C
Explanation: Risk assessments should be periodic and triggered by changes in the environment or products;
performing them only during leadership changes suggests a lack of systematic and ongoing risk oversight.

Question: 857

A compliance officer is evaluating the "External Reporting" process for "Cybersecurity Incidents" under



the new interagency notification rules. According to these rules, what is the timeframe for a banking
organization to notify its primary federal regulator after determining that a "notification incident" has
occurred?

A. On the last business day of the month in which the incident took place
B. Within 10 business days of the final forensic report being completed
C. Exactly 72 hours after the initial breach was detected by the IT department
D. As soon as possible and no later than 36 hours after the determination

Answer: D
Explanation: The interagency rule on Computer-Security Incident Notification requires a banking
organization to notify its primary federal regulator as soon as possible and no later than 36 hours after it
determines that a "notification incident" has occurred. This rapid reporting requirement is designed to allow
regulators to assess potential systemic risks to the broader financial system.

Question: 858

In defining the scope of monitoring for the Truth in Savings Act (Regulation DD), the compliance officer
must decide between a centralized or decentralized review. Which factor most heavily favors a centralized
monitoring approach?

A. The existence of significant differences in product offerings across different regions
B. The requirement to minimize travel expenses for the compliance monitoring team
C. The desire to have branch managers take ownership of their own compliance results
D. The need for a consistent and objective application of testing criteria across the bank

Answer: D
Explanation: Centralized monitoring facilitates a high degree of consistency and objectivity, ensuring that
the same standards are applied across all business units, which reduces the risk of disparate compliance
interpretations.

Question: 859

The compliance officer is validating remediation for an identified failure in Regulation P (Privacy) notice
delivery. The business unit states they have started mailing notices. What additional step must the
compliance officer take to confirm the remediation was "accurate"?

A. Interview the person who licked the stamps
B. Check the postage meter for total spend
C. Read the notice for any spelling errors
D. Audit the mailing list against the database



Answer: D
Explanation: To validate that remediation was completed accurately, the compliance officer must ensure
that every affected customer was reached. Auditing the mailing list against the system of record's customer
database provides quantitative proof that the remediation scope was correct and that the bank has fulfilled
its regulatory obligation to all impacted parties.

Question: 860

A bank is preparing its "Annual Report of Member Bank Possession of Claims Against Foreign Residents"
(Treasury International Capital - TIC reports). The compliance manager must ensure that the data is
comprehensive. Which of the following should be included in this specific reporting to ensure accuracy?

A. Short-term and long-term claims on foreigners held for the bank's own account
B. Only those loans that have been written off as uncollectible in the last month
C. All customer deposits held at domestic branches by United States citizens
D. The total number of employees who hold dual citizenship in a foreign country

Answer: A
Explanation: TIC reports are designed to capture data on capital flows between the United States and
foreign residents. For a member bank to provide a comprehensive report, it must include all claims against
foreign residents, including loans, deposits in foreign banks, and other financial claims held for its own
account, regardless of the maturity of the claim.

Question: 861

When testing compliance with the Military Lending Act (MLA), which parameter is most critical to
validate in the bank’s automated loan origination system?

A. The presence of a signed statement from the borrower confirming they are not in the military
B. The calculation of the Military Annual Percentage Rate (MAPR) to ensure it is below 36%
C. The storage of the borrower's military ID card in the electronic loan file
D. The inclusion of the bank's routing number on the loan disclosure documents

Answer: B
Explanation: The MAPR calculation is unique to the MLA and includes certain fees that are not part of the
standard Regulation Z APR; validating this calculation is the most critical technical step in monitoring MLA
compliance.



Question: 862

During a regulatory exam, an examiner discovers a pattern of late SAR filings. The compliance officer
believes the examiner is misinterpreting the "discovery date." What is the best course of action?

A. Accept the examiner’s timeline to avoid any further conflict during the exam
B. Ask for a meeting with the Examiner-in-Charge to present the bank's interpretation
C. File a lawsuit against the regulatory agency for harassment and defamation
D. Stop filing SARs entirely until the examiner clarifies the rule in writing

Answer: B
Explanation: If there is a disagreement on a finding, the compliance manager should use exam meetings to
present the bank's position. Escalating the discussion to the Examiner-in-Charge allows for a higher-level
review of the facts and interpretations before the finding is finalized in the exam report.

Question: 863

A compliance manager uses a "Risk Matrix" to categorize findings. A finding with "High" impact and
"High" probability should be addressed in what manner?

A. It should be placed on a three-year plan to be addressed when resources become available
B. It should be ignored if the cost of fixing it is higher than the expected fine
C. It should be prioritized for immediate remediation due to the significant risk exposure
D. It should be reported only to the external auditors during their next annual review

Answer: C
Explanation: A "High/High" risk finding represents the greatest threat to the institution’s compliance
posture. The resources must be prioritized toward the most severe risks to effectively manage the
institution’s overall risk profile.

Question: 864

When evaluating the effectiveness of a compliance program, what is the most significant indicator that the
governance structure is functioning as intended regarding the communication of review results?

A. Minor findings are resolved by line staff without documentation to save committee time
B. The compliance officer verbally updates the CEO during informal weekly lunch meetings
C. Compliance reports are sent to the Board only when a formal enforcement action is filed
D. Senior management receives quarterly reports detailing systemic risks and trend analysis



Answer: D
Explanation: A key component of oversight is the regular, formalized reporting of compliance performance
and risks to senior management and the Board, allowing for informed decision-making and strategic
adjustments to the program.

Question: 865

A compliance monitoring test reveals that an automated system for identifying "covered borrowers" under
the Military Lending Act (MLA) failed for 48 hours due to a data feed error. What should be the first step
in the action plan?

A. Perform a look-back to identify any loans made during the downtime
B. Notify the software vendor that their contract will be terminated
C. Wait for the next exam to see if the regulator notices the gap
D. Delete all records of the system failure to avoid regulatory scrutiny

Answer: A
Explanation: When a compliance control fails, the immediate priority is to identify the population of
affected transactions to determine if any violations occurred and to initiate necessary remediation for those
specific instances.

Question: 866

When validating data for the "Consolidated Financial Statements for Holding Companies" (FR Y-9C), a
compliance officer identifies that certain intercompany transactions were not properly eliminated. If this
error is left uncorrected, what is the most likely impact on the accuracy of the regulatory reporting?

A. The holding company’s total assets and liabilities will be artificially inflated
B. The tax identification numbers for the subsidiaries will become legally invalid
C. The institution will be forced to change its primary federal regulator immediately
D. The local branch managers will receive incorrect performance-based bonuses

Answer: A
Explanation: In consolidated financial reporting, intercompany transactions and balances must be
eliminated to present the financial position of the holding company as a single economic entity. Failure to
eliminate these transactions results in double-counting, which artificially inflates the total assets, liabilities,
and income reported to the Federal Reserve, leading to an inaccurate representation of the company's
consolidated financial strength.
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