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Policy Manual Introduction
While some laws or regulations (the Bank Secrecy Act, for example) specifically require policies, most do not.  Whether or not your institution needs a policy covering a particular area depends on a variety of factors such as the types of products and services offered, and the volume of activity handled.  Unfortunately, examiners often request policies when things go wrong and the reason seems to be a lack of clear guidance and/or direction from the Institution’s Board of Directors.  Sound policy is supposed to provide this guidance.

Over the years we have crafted model policies.  Some have been created because a law or its implementing regulation mandated that institutions have such a policy.  Others were created because, although no law or statute mandated the policy, regulators had come to expect all well managed institutions to have one.  Still others were crafted in response to specific needs of specific institutions, usually in response to an examiner’s criticism.

The policies in this manual are intended to be used AS A STARTING POINT for institutions wishing to create policies specific to their needs.  You will need to modify or change any of these model policies to fit the specific needs and structure of your institution.  
Generally, each policy should contain the following basic components:

· That the institution follows the law;

· That the board has appointed someone to be responsible for reporting to the board and enforcing the policy;

· Any training requirements to be followed;

· Any audit or review elements and the timing of said review/audit.

Policies are supposed to provide guidance as to the principals and behaviors that are required as a policy of the institution without going into a great deal of specifics.  That is what procedure manuals are for.  This document is NOT intended to be a detailed procedure manual.
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§314(a) Information Request Response Policy

It is the policy of FURST Financial Institution to comply with all the provisions of the U.S. Patriot Act and the Treasury regulations implementing the Act.  FURST Financial Institution shall promptly search its records and respond to any request for information received from FinCEN under §314(a) of the U.S. Patriot Act.
The Bank Secrecy Act Officer of FURST Financial Institution is responsible for timely, accurate responses to §314(a) requests for information and is directed to draft procedures to ensure that this policy is implemented.  Such procedures shall require a one-time search of the past 12 months of the institution’s deposit account records, loan records, safe deposit box records (to the extent the search is electronic), trust account records, security account records (to purchase, sell, loan, hold, or maintain custody of securities), and records of commodity futures, options, or other derivative accounts.  Additionally, the institution will search for the past six months all records maintained for the sale of monetary instruments and for wire transfers (whether maintained electronically or manually).  This search must be completed promptly.  The BSA officer shall then report any “hits” to FinCEN within 14 calendar days from the date of receipt of the request.

The BSA officer will also provide training to the employees responsible for carrying out the account searches under the policy and incorporate into his or her annual report to the board of directors a summary of the institution’s compliance with this part of the U.S.A. Patriot Act and any suggestions for changes to this policy.
§314(b) Voluntary Information Sharing

It is the policy of FURST Financial Institution to comply with all the provisions of the U.S.A. Patriot Act and the Treasury regulations implementing the Act.  FURST Financial Institution shall voluntarily share information regarding known or suspected money laundering or terrorist activities with their peers as encouraged by FinCEN under §314(b) of the U.S.A. Patriot Act.

The Bank Secrecy Act (BSA) Officer of FURST Financial Institution is responsible for the timely filing of the required notice with the Department of the Treasury as well as the acknowledgement received from FinCEN.  It shall further be the responsibility of the BSA Officer to re-file the notice annually with the Department of Treasury up and until the Institution determines not to continue complying with 314(b) of the U.S.A. Patriot Act.

The BSA officer shall verify prior to providing any information to another financial institution that said financial institution has likewise filed the necessary notice with the Department of the Treasury.  If that financial institution has not done so, the Institution shall not provide any information.  

The information provided to appropriate financial institutions shall be limited to information regarding known or suspected money laundering or terrorist activities as those terms are defined by statute.   Any information received from financial institutions shall only be used to identify and, where appropriate, report on activities that may involve terrorist or money activities or to determine whether to establish or maintain an account, or to engage in a transaction.  

The BSA officer will also file Suspicious Activity Reports as necessary to comply with the other provisions of the Bank Secrecy Act.  Any information received from or provided to other financial institutions shall be included the BSA officer’s annual report to the board of directors along with a summary of the institution’s compliance with this part of the U.S.A. Patriot Act and any suggestions for changes to this policy.
Adverse Action Notices Policy

It is the policy of the Institution ("the institution") that, pursuant to the Equal Credit Opportunity Act (“ECOA”) and the Fair Credit Reporting Act (“FCRA”), the institution shall provide a properly completed adverse action notice, on the appropriate form to each applicant for credit (including one who applies for a change in the terms of an existing credit) whose application is approved with conditions different from those the applicant requested or whose application is turned down. 

In the event the Institution uses the applicant’s credit score to determine whether to grant credit, any adverse action notice made shall properly be reflected indicating the use of the credit score, and contain a compliant credit score disclosure.

The only permissible exceptions to this policy are when the application is for business credit for a business that had gross revenues in excess of $1 million in its preceding fiscal year, or for "trade" credit or factoring arrangements.  In those cases, the Institution shall notify the applicant orally or in writing of the Institution's action on the application, and shall provide a written statement of the reasons for the action only if the applicant makes written request for such a statement within 60 days after that notification.

The Board of Directors designates the ______________ to monitor compliance with the policy, train essential staff, and to recommend changes, if necessary, to this policy for the Board’s approval. 

This policy and any changes will be submitted to the Board of Directors for approval at least annually.

Advertising Deposit Products Policy

It is and shall be the policy of FURST Financial Institution ("the institution") to conduct all of its advertising activities in conformity with all applicable laws and regulations.  No advertisement by the institution shall be misleading or inaccurate or misrepresent in any way the institution's products, services, or terms of doing business.  This policy governs advertisements of all types in all media, including, but not limited to, internet, social media, radio, television, newspapers, magazines, banners, and billboards.

All advertisements relating to deposits shall comply with the Truth in Savings Act, the Federal Deposit Insurance Corporation's rules on use of its logo and statement, and such other laws and regulations as may apply, now or in the future.

All advertisements relating to loans shall comply with all applicable laws and regulations relating to fair housing lending, equal credit opportunity, truth in lending, and such other laws and regulations as may apply to any particular loan product.

All advertisements for non-deposit investment products (NDIP) such as mutual funds, stocks, bonds, and other securities, shall comply with the federal regulators’ interagency policy statement on NDIP.

All "image" advertisements shall contain the FDIC logo and the words "Member FDIC" or similar language, even if they are not legally required to do so.

The institution shall not exclude any portion of its community, or medium serving any such portion of its community, in its advertising strategy.  Models used in the institution's advertisements shall be chosen to reflect fairly the ages, sexes, races, national origins, religions, and cultures of the people in the institution's community, without excluding any identifiable group.

The institution shall retain records of its compliance with this policy for at least 25 months after each advertisement ceases to be used.

The institution shall maintain all legally required signs and posters on its premises in the locations and sizes and with the texts required by applicable laws and regulations.

This institution shall not use any terminology or other devices that mislead the public about the types of deposits available, the interest rates paid, the premiums offered, or the other terms and conditions of deposits.  In furtherance of this policy, management is hereby instructed by the Board of Directors to have all advertising copy reviewed by the institution’s compliance officer.

Anti-Predatory Lending

Policy

Lending is a basic function of the banking industry and is FURST Financial Institution's primary revenue generating function.  It is not only the purpose, but also the obligation of the institution to make loans available to all facets of the institution's community in order to enhance the economy of the community, the well being of its residents, and the prosperity of the institution.  Accordingly, the institution shall seek lending opportunities with residents of its community and with businesses doing business in the community.

FURST Financial Institution has a strong policy against abusive, deceptive and unfair lending practices in any of its activities.  That policy of anti-predatory lending shall be strictly enforced in the institution's lending activities.  The institution has a community redevelopment policy that encourages lending in low and moderate income areas of the institution's community.  The policy is an integral part of the institution's lending policy

The institution shall not engage in any lending practice that may be considered deceptive if:

· There is a representation, omission, act or practice that is likely to mislead;

· The act or practice would likely mislead a reasonable consumer in the targeted market: and

· The representation, omission, acts or practice is likely to mislead in a material way.

The institution shall not engage in any lending practice that may be considered unfair if:

· The practice causes substantial consumer injury such as monetary harm;

· The injury is not outweighed by benefits to the consumer or to the competition; and

· The injury caused by the lending practice is one that consumers could not reasonably have avoided.

The institution shall not engage in any lending transaction or practice that may be considered abusive if:

· The practice materially interferes with the consumer’s ability to understand a term or condition of a consumer financial product or service; or
· The act or practice takes unreasonable advantage of a consumer’s lack of understanding of the material risks, costs, or conditions of the product or service; or
· The act or practice takes unreasonable advantage of a consumer’s inability to protect his or her own interests in selecting or using a consumer financial product or service; or
· The act or practice takes unreasonable advantage of the consumer when the consumer reasonably relies on FURST Financial Institution to act in the consumer’s interests.
The institution shall not engage in any lending activity that may be considered to be abusive such as:

· Including excessive or hidden fees;


· Refinancing subsidized mortgages resulting in the loss of beneficial terms unless the transaction clearly benefits the borrower;

· Loan flipping or repeated refinancing of a loan resulting in little or no economic benefit to the borrower with the objective of generating additional loan points, loan fees, prepayment penalties and fees from the sale of credit-related products;

· The use of loan terms or loan structures, such as negative amortization, that makes it difficult or impossible for borrowers to reduce or repay their indebtedness;

· Balloon payments that conceal the true burden of the financing and force borrowers into costly refinancing transactions or foreclosures unless clearly requested by and fully disclosed to the borrower;

· The targeting of inappropriate or excessively expensive credit products to the elderly, to persons who are not financially sophisticated or who may be otherwise vulnerable to abusive practices, and to persons who would otherwise qualify for mainstream credit products and terms.

· Inadequate disclosure of the true costs, risks and, where  necessary, appropriateness to the borrower, of a loan transaction;

· The offering of single premium credit life insurance, and the use of mandatory arbitration clauses.
Anti-Tying Policy

It is the policy of FURST Financial Institution ("the Institution") to comply with all applicable federal and state antitrust and anti-tying laws and regulations.  In this regard, and pursuant to Federal Reserve Board Regulation Y, the Institution may:

· Extend credit or

· Lease or sell property of any kind or

· Furnish any service or

· Set or change the consideration for any such credit, property or service.
On the condition or requirement that the customer shall:

· Obtain a loan, discount, deposit, or trust service from the Institution's holding company, or any other subsidiary of such holding company or

· Provide some additional credit, property, or service to the Institution, its holding company, or any other subsidiary of such holding company.
But not on any condition or requirement:

· Restricting the customer from obtaining some other credit, property, or service from a competitive institution, holding company, or subsidiary of such holding company (except as the Institution may reasonably require in a credit transaction to assure the soundness of the credit) or

· Requiring the customer to purchase insurance from the Institution, its affiliates, or any other particular entity in connection with any loan transaction pursuant to Federal Reserve Board Regulation Z and other applicable disclosure requirements, in any).

The Institution may also vary the consideration for any product or package of products based on a customer's maintaining a combined minimum balance in certain products specified by the Institution (eligible products) if: (1) the Institution offers deposits, and all such deposits are eligible: and (2) balances in deposits count at least as much as non-deposit products toward the minimum balance.
The Institution's auditor shall audit for violations of this policy at least annually, and shall report the results of each such audit to the Audit Committee of this board at its next regular meeting after completion of the audit.

Bank Bribery Act Policy

Background

The Bank Bribery Act makes it illegal for anyone to offer or promise anything of value to an employee, officer, director, agent, or attorney of an institution with the intent to influence or reward the person in connection with any business or transaction of the institution.  It is also illegal for an employee, officer, director, agent, or attorney of an institution to solicit or accept anything of value from any person intending to be influenced or rewarded in connection with any business or transaction of the institution.

If a person is convicted of violating the act, the sentence can be as much as a $1,000,000 fine or three times the value of the thing given, whichever is greater, and 30 years in jail.

Policy

It is the policy of FURST Financial Institution ("the institution") that no employee, director, agent, or attorney of the institution shall accept anything of value from a customer of the institution or a vendor to the institution other than:

· Gifts of a reasonable value based on a family or personal relationship where that relationship is the obvious motivating factor for the gift.
· Meals, refreshments, entertainment, accommodations, or travel arrangements of a reasonable value, provided they are in the course of a meeting or other occasion, the purpose of which is to hold bona fide business discussions or to foster better relations, and provided that the expense would be paid for by the institution if not paid for by another party.
· Advertising or promotional material with a value of less than $75.
· Gifts with a value of less than $75 related to commonly recognized events, such as a promotion, religious holiday, wedding or retirement.
· Discounts or rebates on merchandise or services that do not exceed those available to other customers of the merchant.
· Awards for recognition of service or accomplishment from civic, charitable, educational, or religious organizations.

No employee, director, agent, or attorney of the institution shall solicit anything of value from any customer of the institution or vendor to the institution.

Bank Holding Company Policy

It is the policy of FURST Financial Institution Holding Company that it shall serve as a source of strength for its subsidiaries.  It shall comply with all federal and state laws and regulations affecting its operations and activities.  

The FURST Financial Institution Holding Company Compliance Officer shall be responsible for the management of the compliance function for the holding company and it will be the responsibility of the Compliance Officer to risk evaluate each significant element of each law and regulation affecting the business of this holding company.  The risk evaluation shall estimate the potential of a violation, the potential frequency of violations and the damage to the holding company if a violation should occur.  

It shall be the responsibility of the Compliance Officer to:

· develop procedures for the holding company employees that are impacted by each policy,

· consult with the holding company’s Internal Auditor to develop an audit program to assure that the procedures are being followed accurately, 

· implement a training program relative to the laws, regulations, and internal policies that affect the employee,

· advise the management of any pending new laws or regulations or changes in existing laws or regulations that may impact any element of the business of the holding company.

The Compliance Officer shall report to title of officer of the holding company.  Quarterly/semiannually the Compliance Officer shall prepare a report to the holding company’s Board of Directors regarding the effectiveness of the compliance program, and in particular, detailing any weaknesses in the program, changes that have been made to the program, and any suggestions for changes in the compliance policies.

In the performance of his or her duties the Compliance Officer shall adhere to the following concepts:

· The compliance program shall shelter the holding company from any significant financial risk or damage to its reputation.
· The compliance program shall be designed to affect the appropriate level of compliance at the minimum cost to the holding company.

· The compliance program shall be designed to affect the appropriate level of compliance at the minimum inconvenience and impact on employees and customers.

· The compliance program shall be presented to the employees in a manner that will cause them to desire to comply with the program.

· The compliance program shall encompass all laws and regulations that effect or impact the operations of the holding company.

Bank Secrecy Act Policy
It is the policy of FURST Financial Institution to comply with all requirements of the Bank Secrecy Act and all regulations of the Department of Treasury and the Internal Revenue Service relating thereto. Specifically, the institution shall:

· Perform a risk assessment on each new customer to assess the risks of money laundering, terrorist financing, or other illegal financing activities being facilitated by the customer’s relationship with the Institution, and, upon determining that a customer poses such risks, to impose additional surveillance measures on that customer’s transactions in order to detect and report any suspicions of such activities in a timely manner

· Establish procedures and communication channels among institution counsel, the Bank Secrecy Act Officer, the persons who receive service of process (such as subpoenas and summonses) on behalf of the institution, and such others as may be necessary to ensure that law enforcement information requests concerning institution customers and lawsuits by and against institution customers are included in the institution’s processes for considering whether to file a Suspicious Activity Report about a customer.

· Properly report all currency transactions that exceed $10,000 made by or for any person on any business day;
· Maintain records of monetary instruments sold for currency in the amount of $3,000 to $10,000;
· Maintain appropriate records relating to certain funds transfers in excess of $3,000;
· Respond timely to government requests for information under Section 314(a) of the USA PATRIOT Act; and

· Maintain a Customer Identification Program, which ensures that appropriate information is obtained and verified for all institution customers.

Procedures shall be adopted to identify and report multiple cash transactions made by or for any person on any business day, which, when aggregated, exceed the reporting limits.

(Name) is appointed as the institution’s Bank Secrecy Act (BSA) officer. He/she shall promulgate procedures for the preparation of currency transaction reports, the maintenance of the records of monetary instruments sold for cash and funds transfers, the exemption of customers from cash transaction reporting, the handling of Section 314(a) information requests, and the reporting of suspicious transactions.

It is the policy of FURST Financial Institution to grant exemptions from currency transaction reporting to those qualified business customers who are well-known to the institution, have an established relationship with the institution, and because of the nature of their legitimate business have frequent reportable cash transactions.

Not less than quarterly, the institution’s internal auditor shall audit the institution’s compliance with the Bank Secrecy Act and this policy. The audit shall include:
· A review of the institution’s large cash transaction records and a representative sample of CTRs filed since the last audit to affirm that CTRs are being filed when required and that they are being completed accurately;
· A review of the institution’s records of monetary instruments sold for cash to determine if the records are being kept properly;
· A review of the institution’s records relating to funds transfer activities to determine that such records are being kept properly;
· A review of exempt customers to determine that all exemptions were proper when granted and continue to be appropriate;
· A review of the institution’s cash transaction records and any reports of suspicious transactions to determine whether all suspicious transactions were detected and properly reported using the Suspicious Activity Report.

The institution’s audit committee and BSA officer shall be provided copies of the audit report.

The institution’s BSA officer shall provide all institution employees who receive or dispense cash education and training regarding the institution’s BSA policy and procedures. The institution’s BSA officer shall ensure that all other institution employees receive BSA training appropriate to their position and responsibilities.  The institution’s BSA officer shall periodically test employees to determine the effectiveness of the training and the need for additional training.

The BSA officer shall report at least annually to the board of directors regarding the efficiencies of the institution’s BSA program and shall recommend any appropriate changes in the program. 

Bank Secrecy Act - Account Closing Policy

As part of FURST Financial Institution's overall compliance with the Bank Secrecy Act, it is the policy of FURST Financial Institution to have a clear and concise understanding of all Institution customer practices in order to avoid criminal exposure to the Institution by any "customer" who would use the Institution's resources for illicit purposes. The objective of this policy is to ensure that accounts that have been identified as having a high risk of being utilized for illegal purposes are identified and closed.

The Institution recognizes that appearances can be deceiving.  However, if following the identification of activity that causes a suspicious activity report to be filed, the activity continues and subsequent investigations of the activity reveal no reasonable, lawful explanation of the activity, institution management must be notified and will determine whether closure of the account is appropriate unless law enforcement has requested the account remain open for investigative purposes.   Accordingly, the BSA Officer is directed to create and implement procedures and training to ensure compliance with this policy.
Bank Secrecy Act – Anti-Money Laundering Policy

As part of FURST Financial Institution's overall compliance with the Bank Secrecy Act and suspicious activity reporting, it is the policy of FURST Financial Institution to identify and report to appropriate agencies any suspected money laundering conducted through the Institution.

Money laundering is diverse and complex but usually includes one or more of the following three basic areas:

· Placement, which is the placing of unlawful cash proceeds into the Institution by deposits, wire transfers, or other means.

· Layering, which is the separating of the proceeds of illegal activities from their origins through the use of layers of financial transactions such as converting cash into traveler's checks, money orders, letters of credit, securities, or valuable assets such as art, jewelry, or precious metals.

· Integration, which is using apparently legitimate transactions such as sham loans or forged or false import/export documents to disguise illicit proceeds to allow laundered funds to be disbursed back to the laundering party.

The Institution will establish internal controls for money laundering detection and reporting to cover such areas as large currency transactions, payable-through accounts, inconsistent account activity, unusual funds transfers, know your customer policies, insufficient or suspicious information from customers, an unusual employee, or institution-to-institution transactions.  These controls will focus on customers, transactions, and geographic locations, which lend themselves more readily to potential money laundering situations.

The institution will establish an audit program to independently assess the effectiveness of the money laundering procedures.  This program will review transactions to insure proper suspicious activity reporting, employee training effectiveness, and the accuracy of present procedures.

The institution will establish an ongoing training program for personnel in all departments, including new employees, covering money laundering detection procedures with examples tailored to the individuals involved.

The Bank Secrecy Act officer is responsible for daily coordination and monitoring of compliance within this policy and for the filing of suspicious activity reports with appropriate agencies.  All institution employees will be instructed to report suspected money laundering situations to the Bank Secrecy Act officer who is also responsible for reporting such situations and other ongoing compliance matters in this area to the Board of Directors of the institution.

Bank Secrecy Act – Identity Verification for Logged Transactions
Background

The Bank Secrecy Act requires that an institution have a policy for verifying the identity of customers or the representatives of customers who conduct transactions that must be reported or logged.

Policy

It is the policy of FURST Financial Institution to verify the identity of all persons conducting a cash transaction with the institution, if the provisions of the Bank Secrecy Act require the institution to either log or report the person's identity.  A person's identity shall be verified only by examination of an official document containing the customer's picture (such as a driver's license, passport, or state-issued identification card).  If the person has a deposit account with FURST Financial Institution and the identity was properly verified when the account was opened and a notation of the method of identity was made on the signature card, then the person's identity need not be re-verified.  The only permissible exception to this identity verification policy is for elderly or disabled persons who do not possess an acceptable picture-identification document.  In that case, identification may be verified with a Social Security card, Medicare, Medicaid or other insurance card plus another document that contains the person's name and address (such as an organization membership card or a bill).

The institution shall not conduct any transaction with a person whose identity cannot be verified in accordance with this policy, if the Bank Secrecy Act requires the person's identity to be reported or logged.

Bank Secrecy Act – High Risk Business Customer Policy

FURST Financial Institution recognizes that many types of businesses may be classified as high risk for BSA/AML purposes, such as money service businesses, agents of money service businesses, or “non bank financial institutions” due to the types of services offered to customers.  These businesses present varying degrees of risk to FURST Financial Institution including increased BSA/AML concerns and risk to the institution’s reputation.  FURST Financial Institution also recognizes that many of these businesses provide a valuable service to their customers and the community in general.

It is, therefore, the policy of FURST Financial Institution to evaluate each of these businesses separately and provide banking services to those businesses that operate within the law, professionally, and generally present a lower risk to the institution based upon the risk ratings performed by the institution initially and annually thereafter.  In completing this assessment, FURST Financial Institution will:

· Adhere to its customer identification program;

· Ensure compliance with FinCEN’s registration requirements, where applicable; 

· Ensure compliance with state or local licensing requirements, where applicable;

· Review the customer’s AML policy where applicable;
· Confirm agent status, where applicable; and 

· Conduct a basic BSA/AML risk assessment to determine the level of risk associated with the account and whether further due diligence is necessary.  In conducting the risk assessment, FURST Financial Institution will consider at a minimum:

1. types of products and services offered by these high risk customers;
2. location(s) and market(s) served by the money services business;
3. corporate structure and history of the business;

4. reputation of the owners of the business as well as of the business itself;
5. anticipated account activity; and
6. purpose of the account.
Additionally, FURST Financial Institution recognizes that any account relationship by an owner or beneficial owner of a high risk business or authorized signer on a high risk business account should also be subject to heightened scrutiny.  That relationship will be governed by the High Risk Retail Customer Policy of FURST Financial Institution.

The BSA Officer is appointed to oversee this policy and establish procedures for risk rating these businesses.  If, following a risk evaluation, the BSA Officer believes a particular customer or potential customer presents too high of a risk to FURST Financial Institution, the institution will either decline to begin a relationship or terminate the existing relationship.  To evaluate the risk presented by each of these customers, the BSA officer will define objective criteria that are reviewed regularly to ensure compliance with regulatory changes.

All high risk business accounts will be reviewed (monthly/quarterly/annually) as part of FURST Financial Institution’s customer due diligence program, and where appropriate, subjected to enhanced due diligence as denoted by the risk rating.  This review shall be completed and documented by the BSA Officer in accordance with procedures that shall be created and implemented by the BSA Officer under this policy.

The BSA officer shall report at least annually to the board of directors regarding the status of this policy and any recommendations for change.
Bank Secrecy Act – High Risk Retail Customer Policy

FURST Financial Institution recognizes that some retail customers may present a higher risk to the institution from a BSA/AML perspective and must be monitored accordingly.  These customers may include the owners or beneficial owners of money services businesses or non-bank financial institutions, non-resident aliens, politically exposed persons, and consumers that engage in frequent high risk banking activity, such as international wire transfers.  These retail customers present varying degrees of risk to FURST Financial Institution including increased BSA/AML concerns and risk to the institution’s reputation.  FURST Financial Institution also recognizes that, generally, activity in these accounts will not raise any concern, but due to the customer’s relationship with higher risk activity, FURST Financial Institution will apply a higher degree of customer due diligence to these accounts as set forth in this policy.

It is, therefore, the policy of FURST Financial Institution to evaluate each of these retail customers together with their related high risk business or conduct.  This evaluation will consider the degree to which business activity is kept separate from personal account activity, the volume and type of activity being conducted from the retail account, and whether it is within the anticipated range of activity contemplated at account opening or consistent with historical activity patterns.  In completing this assessment, FURST Financial Institution will:

· Adhere to its customer identification program; and

· Conduct a BSA/AML risk assessment to determine the level of risk associated with the account and whether further due diligence is necessary.  In conducting the risk assessment, FURST Financial Institution will consider the following:

1. Types of products and services utilized by the retail customer,
2. Location(s) and market(s) where the retail account is established,
3. Anticipated account activity, and
4. Purpose of the account.
The BSA Officer is appointed to oversee this policy and establish procedures for risk rating these retail customers.  If, following a risk evaluation, the BSA Officer believes a particular customer or potential customer presents too high of a risk to FURST Financial Institution, the institution will either decline to begin a relationship or terminate the existing relationship.  To evaluate the risk presented by each of these customers, the BSA officer will define objective criteria that are reviewed regularly to ensure compliance with regulatory changes.

All high risk retail customer accounts will be reviewed (monthly/quarterly/annually) or contemporaneous with the related high risk business account(s) as part of FURST Financial Institution’s customer due diligence program, and where appropriate, subjected to enhanced due diligence as denoted by the risk rating.  This review shall be completed and documented by the BSA Officer in accordance with procedures that shall be created and implemented by the BSA Officer under this policy.

The BSA officer shall report at least annually to the board of directors regarding the status of this policy and any recommendations for change.
Bank Secrecy Act – Know Your Customer Policy

As part of FURST Financial Institution's overall compliance with the Bank Secrecy Act, it is the policy of FURST Financial Institution to have a clear and concise understanding of all Institution customer practices in order to avoid criminal exposure to the Institution by any "customer" who would use the Institution's resources for illicit purposes.  The objective of this policy is to ensure the immediate detection and identification of suspicious activity at the institution.
The Institution recognizes that appearances can be deceiving.  Potential customers of a financial institution may appear to be legitimate, but in reality could be conducting illicit activities through the financial institution.  Likewise, legitimate customers may be turned away from the institution because their activities are perceived to have a criminal tone.  It is also important to realize that various influences on legitimate customers may transform such customers into wrongdoers.  Accordingly, it is the policy of the Institution to incorporate the following principles into its business practices:

· FURST Financial Institution shall make a reasonable effort to determine the true identity of all customers requesting the institution's services

· FURST Financial Institution shall take particular care to identify the ownership of all accounts and of those using safe-custody facilities

· FURST Financial Institution shall obtain identification from all new customers

· FURST Financial Institution shall obtain evidence of identity from customers seeking to conduct significant business transactions

· Personnel at FURST Financial Institution shall take reasonable steps to be aware of any unusual transaction activity or activity that is disproportionate to the customer's known business.

An integral part of FURST Financial Institution's "know your customer" policy is a comprehensive knowledge of the transactions carried out by the customers of the Institution.  The Institution shall collect sufficient information to develop a "transaction profile" of each customer.  The primary objective of the procedure is to enable the Institution to predict with relative certainty the types of transactions in which a customer is likely to be engaged.  Internal systems shall be developed for monitoring transactions to determine if transactions occur which are inconsistent with the customer's "transaction profile." The Institution's procedures require proper identification of every customer at the time a relationship is established in order to prevent the creation of fictitious accounts.  In addition, the Institution's employee education program shall provide examples of customer behavior or activity, which may warrant investigation.

As a general rule, FURST Financial Institution shall not establish a business relationship until the identity of a potential customer is satisfactorily established.  If a potential customer refuses to produce any of the requested information, the relationship shall not be established.  Likewise, if the potential customer is not forthcoming with requested follow-up information, any relationship already begun shall be terminated.  The following is an overview of general principles to follow in establishing customer relationships:

Personal Accounts
· No account should be opened without satisfactory identification, such as:

· a driver's license with a photograph, issued by the state in which the institution is located, or alternatively, an out-of-state driver's license; or

· a United States passport or alien registration card; together with

· a college photo identification card

· an employer identification card.

· Consider the customer's residence or place of business.  If it is not in the area served by the Institution or branch, ask why the customer is opening an account at that location.

· Follow-up with calls to the customer's residence or place of employment thanking the customer for opening the account.  Disconnected telephone service or no record of employment warrants further investigation.

· Consider the source of funds used to open the account.  Large cash deposits should be questioned.

· For large accounts, ask the customer for a prior institution reference and write a letter to the institution asking about the customer.

· Check with service bureaus for indications the customer has been involved in questionable activities such as kiting incidents and NSF situations.

· The identity of a customer may be established through an existing relationship with the institution such as some type of loan or other account relationship.

· A customer may be a referral from an institution employee or one of the institution's accepted customers.  In this instance, a referral alone is not sufficient to identify the customer, but in most instances it should warrant less vigilance than otherwise required.

Business Accounts
· Business principals should provide evidence of legal status (e.g., sole proprietorship, partnership, or incorporation or association) when opening a business account.

· Check the name of a commercial enterprise with a reporting agency and check prior institution references.

· Follow-up with calls to the customer's business thanking the customer for opening the account.  Disconnected telephone service warrants further investigation.

· When circumstances allow, perform a visual check of the business to verify the actual existence of the business and that the business has the capability of providing the services described.

· Consider the source of funds used to open the account.  Large cash deposits should be questioned

· For large commercial accounts, the following information should be obtained:

· a financial statement of the business

· a description of the customer's principal line of business

· a list of major suppliers and customers and their geographic locations

· a description of the business's primary trade area, and whether international transactions are expected to be routine and

· a description of the business operations (i.e., retail versus wholesale, and the anticipated volume of cash sales).

Loan Transactions
FURST Financial Institution recognizes relationships with a financial institution taking a form other than deposit accounts can be used for illicit purposes.  Loan transactions have become a common vehicle for criminal enterprises wishing to take advantage of the proceeds of their illegal activities.  Therefore, it is FURST Financial Institution's policy to apply its "know your customer" policy to customers requesting credit facilities from the Institution.

Suspicious Conduct and Transactions
There are certain activities that are suspicious in nature and which shall alert the Institution as to the potential for the customer to conduct illegal activities at the institution.  These activities, broadly defined, are:

· Insufficient, false, or suspicious information provided by the customer

· Cash deposits, which are not consistent with the business activities of the customer

· Purchases and/or deposits of monetary instruments which are not consistent with the business activities of the customer

· Wire transfer activity, which is not consistent with the business activities of the customer

· Structuring of transactions to evade record keeping and/or reporting requirements

· Funds transfers to foreign countries.
The general categories, delineated above, can be broken down into various functions of FURST Financial Institution.  Set forth below are more specific suspicious activities as related to the various functions of the financial institution:
Tellers and Lobby Personnel
· Customer is reluctant to provide any information requested for proper identification.

· Customer opens a number of accounts under one or more names and subsequently makes deposits of less than $10,000 in cash in each of the accounts.

· Customer is reluctant to proceed with a transaction after being informed that a Currency Transaction Report (CTR) will be filed, or withholds information necessary to complete the form.

· Customer makes frequent deposits or withdrawals of large amounts of currency for no apparent business reason, or for a business which generally does not involve large amounts of cash.

· Customer exchanges large amounts of currency from small to large denomination bills.

· Customer makes frequent purchases of monetary instruments for cash in amounts less than $10,000.

· Customers who enter the institution simultaneously and each conduct a large currency transaction under $10,000 with different tellers.

· Customer who makes constant deposits of funds into an account and almost immediately requests wire transfers to another city or country, and that activity is inconsistent with the customer's stated business.

· Customer who receives wire transfers and immediately purchases monetary instruments for payment to another party.

· Traffic patterns of a customer change in the safe deposit box area possibly indicating the safekeeping of large amounts of cash.

· Customer discusses CTR filing requirements with the apparent intention of avoiding those requirements or makes threats to an employee to deter the filing of a CTR.

· Customer requests to be included on the institution's exempt list.

Bookkeeping and Wire Transfer Operations
· Customer who experiences increased wire activity when previously there has been no regular wire activity.

· International transfers for accounts with no history of such transfers or where the stated business of the customer does not warrant such activity.
· Customer receives many small incoming wire transfers or deposits of checks and money orders then requests wire transfers to another city or country.

· Customer uses wire transfers to move large amounts of money to a bank secrecy haven country.

· Request from non-account-holder to receive or send wire transfers involving currency from non-account-holder near the $10,000 limit or that involve numerous monetary instruments.

· Non-account-holder receives incoming wire transfers under instructions to the institution to "Pay Upon Proper Identification" or to convert the funds to cashier's checks and mail them to the non-account-holder.

Loan Officers and Credit Administration Personnel
· Customer's stated purpose for the loan does not make economic sense, or customer proposes that cash collateral be provided for a loan while refusing to disclose the purpose of loan.

· Request for loans to offshore companies, or loans secured by obligations of offshore institutions.

· Borrower pays down a large problem loan suddenly, with no reasonable explanation of the source of funds.

· Customer purchases certificates of deposit and uses them as loan collateral.

· Customer collateralizes loan with cash deposit.

· Customer uses cash collateral located offshore to obtain loan.

· Loan proceeds are unexpectedly channeled offshore.

Bank Secrecy Act – Sale of Monetary Instruments for Cash Policy
It is the policy of FURST Financial Institution that it will not sell monetary instruments (cashier’s checks, money orders, traveler’s checks, etc.) for cash (including coin or currency) in amounts between $3,000 and $10,000.  If a person who holds a deposit account with the institution wishes to purchase a monetary instrument with cash, the person shall be required to deposit the cash into his or her account and the account shall then be debited for the purchase.  If a person who does not hold a deposit account with the institution wishes to purchase a monetary instrument for cash in such an amount, the person shall be advised that he or she may open a deposit account and conduct the transaction through the account or the institution must decline to handle the transaction.

The institution will retain its normal-course-of-business records reflecting the customer’s deposit and the debit as well as those showing the type, serial number, and dollar amount of each monetary instrument, in readily retrievable form for five years.

Bank Secrecy Act – Suspicious Activity Report (SAR) Policy

It is the policy of the FURST Financial Institution to comply with all requirements of the Bank Secrecy Act and all the regulations of the Department of the Treasury relating to the reporting of suspicious activity under the Bank Secrecy Act.

Procedures shall be established to identify and report all known or suspected criminal offenses, transactions that involve suspected money laundering, or transactions that violate the Bank Secrecy Act.  Specifically covered are:

· Insider abuse involving any amount

· Violations aggregating $5,000 or more where a suspect can be identified

· Violations aggregating $25,000 or more regardless of a potential suspect

· Transactions aggregating $5,000 or more that involve potential money laundering or violations of the Bank Secrecy Act.

All such suspicious situations shall be reported to the Bank Secrecy Act officer who will be responsible for filing the Suspicious Activity Report with the appropriate Federal Agency and, if applicable, state and local authorities.  The institution's Board of Directors shall also be immediately notified of all reports filed.  The information or filing thereof shall not be disclosed to any person not directly involved in the investigation or to any suspected party.

However, the institution may share the SAR or any information that would reveal the existence of a SAR with affiliates, provided that the affiliate is also subject to the SAR regulations.
The Bank Secrecy Act officer shall also be responsible for developing the appropriate reporting procedures and for training all institution employees in Suspicious Activity Reporting.

The Bank Secrecy Act officer shall inform all employees, agents, and individuals appropriately entrusted with information in a SAR of the individual obligation to maintain SAR confidentiality, which applies not only to the SAR itself but also to information that would reveal the existence of the SAR. Likewise, the Bank Secrecy Act officer shall inform such persons of the consequences for failing to maintain such confidentiality, which could include civil and criminal penalties.
The institution shall retain copies of SARs and supporting documentation for five years from the date of filing the SAR.  The Bank Secrecy Act Officer shall report to the Board of Directors at least quarterly regarding compliance with this policy.

Bank Secrecy Act – Wire Transfers

It is the policy of FURST Financial Institution, with respect to wire transfers of funds, to obtain all information required by regulations implementing the Bank Secrecy Act and to retain that information in the manner and for the period required.  It is also the policy of FURST Financial Institution to originate or receive wire transfers only for customers that have either a deposit or loan account with the institution.
Bank Secrecy Act Monitoring and Audit Policy

Monitoring

Not less frequently than quarterly, the institution's compliance officer/internal auditor shall audit the institution's compliance with the Bank Secrecy Act and the institution's policy relating to it.  The audit shall include:

· A review of the institution's large cash transaction records and a representative sample of CTRs filed since the last audit to affirm that CTRs are being filed when required and that they are being completed accurately.
· A review of the institution's log of financial instruments sold for cash to affirm that the log is being kept properly.
· A review of exempt customers to affirm that all exemptions were proper when granted and continue to be appropriate.
· A review of the institution's cash transaction records and any reports of suspicious transactions to assure that all suspicious transactions were detected and properly reported.

The institution's audit committee and the institution's BSA officer shall be provided copies of the audit report.

Independent Audit

Independent testing shall occur no less frequently than annually and include the following: 

· An evaluation of the overall adequacy and effectiveness of the BSA/AML compliance program, including policies, procedures, and processes, and will include an explicit statement about the BSA/AML compliance program’s overall adequacy and effectiveness and compliance with applicable regulatory requirements.
· A review of the institution’s risk assessment for reasonableness given the institution’s risk profile (products, services, customers, entities, and geographic locations). 
· Appropriate risk-based transaction testing to verify the institution’s adherence to the BSA recordkeeping and reporting requirements (e.g., CIP, SARs, CTRs and CTR exemptions, and information sharing requests). 
· An evaluation of management’s efforts to resolve violations and deficiencies noted in previous audits and regulatory examinations, including progress in addressing outstanding supervisory actions, if applicable. 
· A review of staff training for adequacy, accuracy, and completeness. 
· A review of the effectiveness of the suspicious activity monitoring systems (manual, automated, or a combination) used for BSA/AML compliance. including: 
· Suspicious activity monitoring reports. 
· Large currency aggregation reports. 
· Monetary instrument records. 
· Funds transfer records. 
· Nonsufficient funds (NSF) reports. 
· Large balance fluctuation reports. 
· Account relationship reports. 
· An assessment of the overall process for identifying and reporting suspicious activity, including a review of filed or prepared SARs to determine their accuracy, timeliness, completeness, and effectiveness of the institution’s policy. 
· An assessment of the integrity and accuracy of Management Information Systems (“MIS”) used in the BSA/AML compliance program. 
Independent auditors will document the audit scope, procedures performed, transaction testing completed, and findings of the review. All audit documentation and workpapers will be available for examiner review. Any violations, policy or procedures exceptions, or other deficiencies noted during the audit will be included in an audit report and reported to the board of directors or a designated committee in a timely manner. The board or designated committee and the audit staff shall track audit deficiencies and document corrective actions.
Bank Secrecy Act – Currency Transactions Report Policy

It is the policy of FURST Financial Institution to properly report all currency transactions by or for any person that exceed $10,000.  Procedures shall be adopted to aggregate multiple transactions made by or for any person on any business day.  FURST Financial Institution shall also maintain records of financial instruments sold for currency in the amount of $3,000 to $10,000.

Procedures shall be adopted to ensure that all customers making reportable currency transactions are identified in accordance with the regulations of the U.S. Treasury Department, that all cash transaction reports are properly and timely filed and that records of financial instruments sold are properly maintained.

The Bank Secrecy Act Officer [or the Cashier or other specifically designated officer] may grant exemptions from cash transaction reporting to those business customers who are well-known to the institution, have an established relationship with the institution, and who, because of the nature of their legitimate business activities, have frequent reportable cash transactions, provided that the customer's business is one that qualifies for an exemption.

The internal auditor [or other designated independent individual] is responsible for monitoring the institution's cash transaction reporting and logging.  The institution's system shall be tested at least quarterly for compliance.  Any failure by the institution to comply with CTR reporting requirements shall be reported to the audit committee.

All employees of the institution who receive or dispense cash to customers shall be provided training in Bank Secrecy Act regulations and procedures, including things to be aware of that may constitute structuring of transactions.  Any employee who suspects that a customer is structuring transactions shall report it to ___________________.

Bank Secrecy Act – CTR Exemption Policy
It is the policy of FURST Financial Institution to take advantage of the exemption provisions of the Bank Secrecy Act relative to exempting appropriate customers from the requirements of currency transaction reporting and transaction record-keeping.  

Exempt Organizations: The institution shall designate as exempt all deposit customers who fall under one of the following categories.  New customers shall be designated as exempt as soon as it is determined that the customer qualifies for the exemption.

· A domestic financial institution
· A government, a department or an agency of a government, an organization established under the laws of the United States or a state that exercises governmental authority or a corporation wholly owned by the United States or a state and

· A corporation whose equity interests are listed on an exchange or the National Association of Securities Dealer Automated Quotation system (“NASDAQ”) and all subsidiaries of such corporations that are at least 51% owned by the listed company.

The institution shall review all listed entities at least annually to determine that the organization continues to qualify for the exemption.

Nonlisted Businesses: An institution shall designate as exempt any customer which has a deposit account with the institution and a majority of the cash transactions in the account are from the operation of a business of the customer, provided that the customer has been a customer of the institution for a period of at least two months, the customer frequently has cash transactions of more than $10,000 and the customer’s business is eligible to business in the United States.  The following business categories are ineligible, and shall not be exempted:

· Motor vehicle, boat, aircraft, farming equipment, or mobile home sales

· Doctors or attorneys

· Accountants

· Auctions

· Charter or ship, bus or aircraft operators

· Gambling operations

· Investment advisory or investment banking services

· Real estate broker

· Pawn broker
· Title insurance or real estate closing agent

· Trade unions

However, a customer that engages in multiple business activities may qualify for an exemption as a non-listed business provided that no more than 50 percent of its annual gross revenues are derived from one or more ineligible business activities.  The financial institution must consider and maintain materials and other supporting information that allow it to substantiate that the decision to exempt the customer from currency transaction reporting was based upon a reasonable determination that the customer derives no more than 50 percent of its annual gross revenues from ineligible business activities.  Such a reasonable determination should be based upon its understanding of the nature of the customer’s business, the purpose of the customer’s accounts, and the actual or anticipated activity in those accounts.
The institution shall review all nonlisted business exemptions annually to determine that the exemption remains appropriate.

For all exempt customers the institution shall maintain procedures to detect any suspicious transactions to the same extent as if the customer were not designated as exempt from currency transaction reporting.

Bank Secrecy Act – Customer Identification Program

Definitions

Customer.  For purposes of this program, a “customer” is an individual or legal entity that is opening a new account with the Institution. It also means an individual who is opening a new account for another individual who lacks legal capacity (such as a minor or an incompetent) or for a group that has not formed a legal entity (such as a civic club). In the case of a joint account, it means each of the accountholders who does not already have an account here.

Account.  For purposes of this program, an “account” is a formal banking relationship established to provide services or engage in financial dealings or services. It includes deposit accounts, loans and other forms of credit, safe deposit box rentals, safekeeping services, cash management, and custodian and trust services. It does not include such relationships if they are acquired through merger, acquisition, or purchase and assumption. It also excludes check cashing, wire transfer, and sale of a check or money order, if no formal banking relationship, as described earlier in this paragraph, is established.

U.S. Person.  For purposes of this program, a “U.S. Person” is an individual who is a United States citizen, by birth or naturalization, or a person (other than an individual) that is established or organized under the laws of the United States or one of its states.

General

It is the policy of the Institution to identify, and to verify the identity of, each of its customers as required by federal law. Failure to do so by any person employed by the Institution shall be grounds for disciplinary action up to and including termination of employment and referral of the matter to law enforcement.

Exceptions

This program need not be applied to customers who are federal, state, or local government entities, nor to companies whose common stock is listed on the New York or American stock exchanges or on the NASDAQ National Market System (other than the small-capitalization segment of the NASDAQ NMS). It also need not be applied to a financial institution that is subject to regulation by a federal functional regulator, nor to an institution regulated by a state regulator. Any other exceptions to this policy shall be individually approved in advance in writing by the Institution’s Chief Executive Officer or its Bank Secrecy Act Officer and reported to the Audit Committee at its next meeting.

Existing Customers

The Institution has a reasonable belief that it knows the true identity of each individual or entity that has [an account with it on the date of adoption of this program] or [had an account with it continuously prior to October 1, 2003] and will not apply this program to such customers. Exceptions to this provision may be made, and identifying data may be collected and verified, at any time on any customer, at the discretion of the banker handling a transaction or by the Bank Secrecy Act Officer.

Identification and Verification

The institution shall identify customers through collection of government-issued unexpired documentation, including drivers licenses and passports for individuals, and various official documents evidencing the existence and good standing of legal entities. Verification shall include a combination of documentary and non-documentary methods as set forth in the account opening procedures. Customers deemed to be a greater risk for financial crime shall carry more extensive documentation and verification requirements.
Notice

The Institution shall provide notice of this program to new customers by using the model form provided in the federal customer identification regulation as it may be amended from time to time. The notice shall be posted in a conspicuous place in each lobby area where customers might open new accounts.  It shall be posted on the Institution’s web site immediately before any application to open an account. It shall be supplied with any account application that is mailed or otherwise sent to a new customer who is not physically present in the Institution’s office.
Management and Oversight
The Board-appointed Bank Secrecy Act Officer shall have responsibility for day-to-day implementation and management of the Customer Identification Program. The Bank Secrecy Act Officer shall report annually to the Board of Directors [or to a committee of the Board] any proposed amendments to the documented Customer Identification Program.
Record Retention

The Institution shall retain the following records for five years after the customer’s account is closed:

· Evidence of an entity’s qualification for an exception to the requirements of this program

· All of the identifying data gathered at account opening

· All of the verifying data required to be recorded by this program

· The methods and results of any non-documentary verification

· Any other identifying data obtained and the verification, thereof and 

· The resolution of any discrepancy.

Reliance on Other Institution

The Institution may rely on another financial institution, including an affiliate, to perform duties for the Institution under this program if:

· Such reliance is reasonable under the circumstances

· The other institution is subject to the federal Anti-Money-Laundering Program rules and is regulated by a federal functional regulator and

· The other institution contracts to certify annually that it has implemented those rules and that it will perform the specified elements of this program for the Institution.

Periodic Testing

The Customer Identification Program shall be subjected to independent testing by the Internal Audit Department, or other independent third party as deemed acceptable to the Board of Directors. Periodic testing shall be conducted on at least an annual basis, whether distinct from, or as part of the over Independent Annual Review of the BSA-AML Program. The results of the Independent Review shall be reported to the Board of Directors, or to the Audit Committee of the Board, annually by the Director of Internal Audit.
Bank Secrecy Act – Money Service Businesses Policy
(For institutions that may do business with MSBs)
Background:  A Money Service business (“MSB”) is a business that will dispense $1,000 or more in currency to a customer on a day, whether through cashing checks, making small loans, etc. or will sell negotiable instruments such as traveler’s checks, money orders, or stored value cards in an amount of $1,000 or more to a customer on a day, or will exchange or deal in currency in an amount of $1,000 on a day, or is a money transmitter.

The Financial Crimes Enforcement Network (“FinCEN”) has determined that MSBs have an enhanced potential risk of money laundering and terrorist financing.  Any financial institution doing business with an MSB must place the MSB on its list of customers with high potential risk for money laundering and terrorist financing and maintain an enhanced level of scrutiny over transactions in the MSB’s accounts.

Policy:  It is the policy of FURST Financial Institution to periodically review the activities of its commercial customers to determine whether the customer is or is not a MSB.  It will also make appropriate inquiry of all commercial enterprises applying for an initial relationship with FURST Financial Institution regarding whether the enterprise is a MSB.

If FURST Financial Institution determines that an existing customer or an enterprise applying for an initial relationship with FURST Financial Institution is a MSB, it shall be at the discretion of the management of the institution whether to open or maintain the relationship.  The decision shall be based upon the nature of the customer’s business, the reputation of the customer, the institution’s knowledge of the customer and/or the principals of the customer, the institution’s perception of whether there is any potential that the customer is or may be involved in money laundering or terrorist financing, and the cost to the institution in maintaining the relationship considering the extra cost that will be incurred in monitoring the accounts.

If the institution shall determine to maintain or open a relationship with an MSB, the institution shall verify the customer has registered as a MSB with FinCEN and with any appropriate state authorities.  If it has not, the institution will advise the customer of its obligation to register and if the customer has not done so within 30 days, the institution shall terminate the relationship.  The institution shall obtain a copy of the customer’s anti-money laundering policy and review it for adequacy.  The institution shall place the customer on its list of customers that have a potential high risk of money laundering and terrorist financing and shall exercise the appropriate due diligence over the transactions in the customer’s accounts.

Branch Closings

It is and shall be the policy of FURST Financial Institution that each of its branches shall be profitable at all times, except for a start-up period determined as part of the process by which the proposed branch is approved by this board of directors, and for such other exceptional circumstances as this board or senior management may specify in writing.  For any period during which a branch is not profitable, senior management shall report to this board the reasons for such lack of profit, the amount of any loss incurred in the current period and cumulatively, if appropriate, and what plan management has implemented to bring the branch to profitability.  Such report shall be given to the board on each nonprofitable branch on a semiannual or more frequent basis until the branch becomes profitable.

In determining whether a branch is profitable, management may make good faith use of any reasonable method, provided that the same method is applied to all branches of the institution, with such reasonable exceptions for military base branches, foreign branches, limited-service branches, and similar exceptional branches as this board may approve from time to time.  In particular, any form of "support" for branches from the main office or any other area of the institution shall be allocated based purely on business considerations, and not, for example, on the racial or ethnic makeup of a branch's surrounding community.

Because of the regulatory sensitivity of such closings, any proposed closing of a branch which serves a low- and moderate-income or minority neighborhood shall be referred to this board for final decision.  The economic reasons for closing such a branch shall be part of the materials presented to this board, together with information addressing the following points:

· Actions taken to attempt to bring or return the branch to profitability

· The presence in the branch's neighborhood of other financial institutions, and the accessibility and services of such institutions

· Proposed actions to advise the branch's local community of the planned closing, including meetings with key leaders in the community

· Planned actions to minimize the impact of the branch's closing on its neighborhood.

Notice of the proposed branch closing shall be furnished to all customers and to the financial institution’s principal regulator, pursuant to the Federal Deposit Insurance Corporation Improvement Act (FDICIA) and applicable state law.
The Board of Directors appoints [Insert TITLE of individual] to implement this policy, train pertinent personnel, and report compliance with this policy to this board at least annually.

Business Continuity Policy

FURST Financial Institution recognizes the crucial role it plays in its community and to its customers and the need to ensure maintenance or recovery of operations, particularly deposit operations services to customers, as quickly as possible when confronted with a circumstance that could or does cause an interruption of business.  

It is and shall be the policy of FURST Financial Institution (“the institution”) to have in place appropriate plans for regaining full functionality as rapidly as practicable after the occurrence of any disabling event, whether caused by natural, technical or human factors (including acts of terrorism).  The plan’s primary focus shall be the deposit operations of the institution with emphasis on other departments in proportion to each department’s criticality to the institution’s operation.  The institution’s [chief operations officer (suggested)] is hereby designated its contingency planning and recovery officer (“CPR Officer”) and chairman of the institution’s contingency planning and recovery committee.  The CPR Officer shall select the other members of the committee and shall assure representation of all areas of the institution.  The CPR committee has the responsibility of ascertaining which contingencies might affect the institution, the relative risk of any contingency occurring, what the effect of each identified contingency would be on the operations of the institution and its customers, and what the institution would need to recover from its effects.  The committee shall prioritize each identified contingency based upon relative risk of occurrence and the impact of occurrence on the institution’s operations.  For each identified contingency the CPR committee shall evaluate the various potential recovery methods from a cost/benefit perspective, select the appropriate recovery method, document it and oversee the training of the required personnel and the testing of the recovery plans.  

The CPR Officer shall, from time to time, inform the institution’s Board of Directors of the progress of the committee and shall solicit the Board’s input on the committee’s findings and recommendations.  The institution’s recovery program shall be subject to the approval of the institution’s Board of Directors.

The CPR Officer shall be responsible for the formulation of policies to implement the recovery program.  The CPR shall also review the disaster recovery program periodically, which shall include each time that there is a substantial change in the institution’s facilities or in the institution’s automation systems, to determine if business process changes require changes to the recovery program and shall report to the Board of Directors at least annually on the adequacy of the recovery program.  In addition, the CPR Officer shall conduct, or cause to be conducted, a review of the institution’s insurance policies covering the various contingencies determined to be possible, determine the adequacy of the coverage presently in effect, obtain competing quotes on any additional coverage needed, and recommend such changes as may be appropriate.

Business Continuity-Disaster Preparedness and Recovery Policy
FURST Financial Institution recognizes the crucial role it plays in its community and to its customers and the need to ensure maintenance or recovery of operations, particularly deposit operations services to customers, as quickly as possible when confronted with a circumstance that could or does cause an interruption of business for institution customers.  

Types of Disasters.  The Board of FURST Financial Institution has identified and evaluated the potential for the following natural and man-made disasters: any global, national or local pandemics, (list other potential mass scale disasters such as flood, fire, hurricane, earthquake, disease outbreak) which could result in the partial or complete interruption of banking services to our clients and customers.  

Risk Assessment.  The Board of Directors of FURST Financial Institution shall annually assess the potential for impact on each aspect of the institution’s business, customers and employees.  It is and shall be the policy of FURST Financial Institution to identify critical products, services and operations and internal resources and capabilities and determine the impact caused by each type of disaster.  Every disaster has the potential to interrupt the institution’s business in different but nonetheless substantial ways.  The Board will further create a plan for communication, maintenance of operation, and communication with employees that will be applicable to all types of disasters that could potentially impact any of the institution’s daily functions.

Allocation of Resources Prior to any Disaster.  The Board shall authorize the necessary resources to have in place the necessary personnel, resources, planning, training and education to minimize any and all business interruption caused by any disaster prior to the occurrence.  All employees will receive training but key employees, as designated by the Board, will be responsible for placing in action any disaster preparations or post-disaster recovery operations.  Current resources for maintaining communication with employees and customers will be evaluated and substituted, if necessary, to accommodate the needs of the institution, its customers and employees in times of disaster to facilitate institution business with limited interruption.  The Board will also prepare a budget to permit the necessary allocation of resources in order to prepare for and recover from any disaster.

Training and Policies and Procedures.   The Board shall designate (position) to conduct all appropriate training for disaster recovery.  Training shall be conducted (annually/semi-annually) so that all institution personnel are aware of and understand procedures and implementation of the Institution’s disaster recovery plans for each area of the institution.  Simulated scenarios training shall also be used to prepare institution personnel.  Training shall be used as an audit guide for determining the effectiveness and necessary revisions to any training, policies and procedures.

The institution’s [chief operations officer (suggested)] is hereby designated its contingency planning and recovery officer (“CPR Officer”) and chairman of the institution’s contingency planning and recovery committee.  The CPR Officer shall select the other members of the committee and shall assure representation of all areas of the institution.  The CPR committee has the responsibility of ascertaining which contingencies might affect the institution, the relative risk of any contingency occurring, what the effect of each identified contingency would be on the operations of the institution and its customers, and what the institution would need to recover from its effects.  The committee shall prioritize each identified contingency based upon relative risk of occurrence and the impact of occurrence on the institution’s operations.  For each identified contingency the CPR committee shall evaluate the various potential recovery methods from a cost/benefit perspective, select the appropriate recovery method, document it and oversee the training of the required personnel and the testing of the recovery plans.  
The CPR Officer shall, from time to time, inform the institution’s Board of Directors of the progress of the committee and shall solicit the Board’s input on the committee’s findings and recommendations.  The institution’s recovery program shall be subject to the approval of the institution’s Board of Directors.

The CPR Officer shall be responsible for the formulation of policies to implement the recovery program.  The CPR shall also review the disaster recovery program periodically, which shall include each time that there is a substantial change in the institution’s facilities or in the institution’s automation systems, to determine if business process changes require changes to the recovery program and shall report to the Board of Directors at least annually on the adequacy of the recovery program.  In addition, the CPR Officer shall conduct, or cause to be conducted, a review of the institution’s insurance policies covering the various contingencies determined to be possible, determine the adequacy of the coverage presently in effect, obtain competing quotes on any additional coverage needed, and recommend such changes as may be appropriate.

Community Resources. The Board, or its designee, shall communicate with the local community and implement any city, county or state disaster implementation and preparedness plans in order to effectively supplement the institution’s own policy and procedures.   The institution will create its plan to encompass any community plans so that the institution plan does not conflict with any local or state planning or recovery operations.
Post-Disaster Recovery.  FURST Financial Institution shall have in place appropriate plans for regaining full functionality as rapidly as practicable after the occurrence of any disabling event.  In the case of major or large scale disasters, as determined by local, state or federal governments, the institution shall monitor community recovery progress so that the institution can comply with community recovery efforts with an eye toward safety and soundness for the institution, its operations, and its customers and employees.  The institution will also institute procedures in the event a major disaster causes institution operations to be interrupted for extended periods of time exceeding one week, or permanently.  

The primary focus of the institution during extended periods of time shall be the location and safety of all institution personnel, then recovery of operations, with an emphasis on deposit operations of the institution with emphasis on other departments in proportion to each department’s criticality to the institution’s operation.   In the event the institution is permanently closed due to a disaster, the institution shall have a full contingency plan in operation with another (branch/institution) to resume operations so that service to customers is restored as soon as practically able.  Such an assessment of permanent closure in times of disaster will be determined by the (“CPR”).
Business Continuity-Pandemic Preparedness Policy
It is the policy of FURST Financial Institution to take actions necessary to mitigate the effects of a pandemic.  The Board of Directors and management of the institution recognize that the adverse economic effects of a pandemic could be significant and because of the institution’s crucial financial and economic role within the community, the institution should have a plan in place that adequately describes how it will manage through a pandemic.  The Board of Directors and management of the institution also acknowledge that proper planning for a pandemic will minimize the disruptions to the local and national economy and will help the institution maintain the trust of confidence of its customers.

It shall be the responsibility of institution management annually to assess the potential for adverse impact of a pandemic on each aspect of the institution’s business, customers and employees.  The institution shall also identify critical products, services and operations, and internal resources and capabilities to determine the impact caused by a pandemic.  

It shall be the responsibility of institution management to oversee the development of the pandemic plan and to ensure the necessary resources are invested into planning, monitoring, and testing the final plan.  The institution’s [chief operations officer (suggested)] is hereby designated its Pandemic Preparedness Officer (PPO) and chairman of the institution’s pandemic preparedness committee.  The PPO shall select the other members of the committee and shall assure representation of all areas of the institution and shall report to the Board of Directors at least annually on the adequacy of the program.

It shall be the responsibility of the PPO to create a business continuity plan (BCP) that reflects the institution’s size, complexity, and business activities taking into account the potential impact a pandemic will have on the delivery of the institution’s financial services. The institution’s BCP shall provide for the following:  

(1) A preventive program designed to reduce the likelihood that the institution’s operations will be significantly affected by a pandemic event.  Such a program shall include monitoring for potential outbreaks, educating employees, and communicating and coordinating with critical service providers and suppliers.

(2) A documented strategy scaled to the stages of a pandemic outbreak.  The PPO shall create a process and procedure to adequately monitor both the World Health Organization (WHO) and the United States government’s alert systems to ascertain when a pandemic event has occurred and the particular stage of the outbreak.  The institution shall also estimate the potential downtime caused by a pandemic on various banking systems and functions.  

(3) A comprehensive framework of facilities, systems, or procedures that enables the institution to continue critical operations in the event that a pandemic has impacted a significant number of institution employees.  Such a system may include established succession plans, cross-training for critical positions, and sufficient technological infrastructure to allow a significant portion of the workforce to work remotely. The institution’s technological infrastructure should also allow a significant portion of the institution’s customer base to have access to banking services online, by telephone, ATMs, or by any other remote means as technology allows.

(4) A testing program that confirms the institution’s planning and practices are effective and that critical operations will continue in the event of a pandemic.  The PPO shall conduct testing (annually/semiannually) by organizing and implementing a mock pandemic to see the adverse effects on staff and systems.  Such a mock pandemic may consist of having a large segment of the work force work remotely for a portion of the day or in the alternative have this same group log off and not provide services to simulate absenteeism.  It can also consist of having critical employees refrain from conducting their usual business activities to confirm that cross-training has adequately been conducted.

(5) A training program to provide staff with sufficient knowledge of the institution’s pandemic policy and procedures.  Such a training program may work in conjunction with the testing program and be conducted (annually/semi-annually).  

(6) An oversight program to ensure that the pandemic policy and procedure include up-to-date information provided by alert systems and at least annual reports to the Board of Directors concerning all material aspects of the program.

It shall be the responsibility of the PPO to create plans for regaining full functionality as rapidly as practicable after the occurrence of a pandemic event.  The PPO shall monitor community recovery progress so that the institution can assist with community recovery efforts with an eye toward maintaining the confidence and trust of institution customers.  
Children’s Online Privacy Protection Act Policy

It is the policy of FURST Institution to comply with the Children's Online Privacy Protection Act of 1998 (15 U.S.C. 6501, et seq.,) and its implementing regulation 16 CFR 312, as amended, which prohibit unfair or deceptive acts or practices in connection with the collection, use, and/or disclosure of personal information from and about children under the age of 13 on the Internet.
As this institution offers information for children on its website, it is the policy of the institution to perform the following:

· Provide notice on its website or online service of what information it collects from children, how it uses such information, and disclosure practices for such information; 

· Obtain verifiable parental consent prior to any collection, use, and/or disclosure of personal information from children; 

· Provide a reasonable means for a parent to review the personal information collected from a child, delete it and to refuse to permit its further use or maintenance; 

· Not condition a child’s participation in a game, the offering of a prize, or another activity on the child disclosing more personal information than is reasonably necessary to participate in such activity; and, 

· Establish and maintain reasonable procedures to protect the confidentiality, security, and integrity of personal information collected from children. 

The Board of Directors shall appoint the institution’s Compliance Officer to implement this policy, oversee the promulgation of procedures, train pertinent institution personnel, and monitor the institution’s compliance with this policy and its associated procedures.  The Compliance Officer will review the institution’s website for compliance with this policy [insert frequency].  The Compliance Officer will report to the Board of Directors any issues, policy changes or other relevant information on an as needed basis but in no event less than annually.
In addition, an independent auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of the Board of Directors at its next regular meeting following completion of the audit.

Compliance Management Policy
It is the policy of FURST Financial Institution that it shall comply with all federal and state laws and regulations affecting its operations and activities.  The Board of Directors and management of the institution recognize that while some regulations affect only customer relationships that have a personal, family, or household ("consumer") purpose, many regulations and laws affect all relationships or activities of the institution regardless of purpose.  It is the policy of FURST Financial Institution that all laws and regulations to which it is subject shall be given equal dignity with respect to compliance.

The FURST Financial Institution Compliance Officer shall be responsible for the management of the compliance function of the institution.  It shall be the responsibility of the Compliance Officer to risk evaluate each significant element of each law and regulation affecting the business of the institution.  The risk evaluation shall estimate the potential of a violation, the potential frequency of violations and the damage to the institution if a violation should occur.  Taking those risk evaluations into consideration the Compliance Officer shall consult with the managers of each department of the institution in the development of policies for each law and regulation that affects the operations of each department.  All policies that are required to be approved the Board of Directors and all policies that have a significant impact on the management or operations of the institution shall be submitted to the Board of Directors for approval.  All other policies shall be submitted to the institution's management committee for approval.

It shall be the responsibility of the Compliance Officer to develop procedures for the institution employees that are impacted by each policy.  The procedures shall be written in a manner that, if followed, will cause the employee affected to do his or her work in compliance with the institution's policy.  The Compliance Officer shall consult with the institution's Internal Auditor to develop an audit program to assure that the procedures are being followed accurately.  It shall be the responsibility of the internal audit function to perform periodic audit of those procedures as the internal audit department deems necessary.  The internal audit department will report the result of all such audits to the compliance department.

It shall be the responsibility of the Compliance Officer to consult with the institution's Training Officer in the development of education and training programs for all employees of the institution relative to the laws and regulations that affect the employee's responsibilities and the institution's compliance policies and procedures that affect the individual employee's tasks.  Appropriate training shall be provided to all new employees.  Periodic training shall be provided based on the reports from the internal audit department and the risk evaluation of the laws and regulations involved.

It shall be the responsibility of the Compliance Officer to advise the management of the institution of any pending new laws or regulations or changes in existing laws or regulations that may impact any element of the business of the institution and assist the manager of each department of the institution in assessing the impact that the new or changed law or regulation will have on their respective departments.  When the new or changed law or regulation becomes finalized the Compliance Officer shall use the concepts set out above to develop policies and procedures to implement the change and provide training to the employees that are affected.

It shall be the responsibility of the Compliance Officer to assure the availability of sufficient resources to provide the Compliance Officer the requisite continuing education and tools that are necessary for the performance of the responsibilities described in this policy.  Annually the Compliance Officer shall prepare and submit to the institution's management a budget for the compliance function for the following year.

The Compliance Officer shall report to title of officer of the institution.  Quarterly/semi-annually the Compliance Officer shall prepare a report to the institution's Board of Directors regarding the effectiveness of the institution's compliance program, and in particular, detailing any weaknesses in the program, changes that have been made to the program and any suggestions for changes in the institution's compliance policies.

In the performance of his or her duties the Compliance Officer shall adhere to the following concepts:

· The compliance program shall shelter the institution from any significant financial risk or damage to its reputation
· The compliance program shall be designed to effect the appropriate level of compliance at the minimum cost to the institution
· The compliance program shall be designed to effect the appropriate level of compliance at the minimum inconvenience and impact on institution employees and institution customers

· The compliance program shall be presented to the employees of the institution in a manner that will cause them to desire to comply with the program

· The compliance program shall encompass all laws and regulations that effect or impact the operations of the institution unless responsibility for a particular law or regulation has been specifically assigned to another program or department.

Compliance Management Policy (Alternative)
COMPLIANCE RISK MANAGEMENT COMMITTEE
It is the policy of FURST Financial Institution to comply with all federal and state laws and regulations affecting its operations and activities.  The Board of Directors of FURST Financial Institution delegates the responsibility and authority for instituting, operating, revising and monitoring of the compliance program to the appointed Compliance Officer.  Such officer shall have sufficient support from the Board of Directors and management to carry out the duties of the program.  The compliance officer will have the independence and authority to cross departmental lines, have access to all areas of the institution’s operations to ensure compliance, perform reviews and assist in implementing corrective actions when necessary.  In view of the nature, diversity, number and complexity of applicable laws and to achieve optimum compliance with the laws and regulations affecting the institution, management has established a Compliance Risk Management Committee.

The Compliance Risk Management Committee shall be comprised of various department heads from the following business units:

· Mortgage Division

· Commercial Loan Division

· Installment Loan Division

· Loan Operations

· Information Technology

· Finance

· Deposit Operations

· Marketing

COMPLIANCE OFFICER
The institution’s compliance officer shall be appointed by the institution’s Board of Directors.  The Compliance Officer shall chair the Compliance Risk Management Committee.  The Compliance Officer shall be responsible for the overall management of the institution’s compliance program.  The compliance officer shall direct and support the day-to-day operation of the institution’s compliance management program by providing regulatory research, technical assistance and interpretation to the business unit compliance liaisons.  The Compliance Officer shall perform the institution’s compliance monitoring program and shall prepare a compliance management report noting deficiencies and violations that is delivered to the Compliance Risk Management Committee members and the Board of Directors.  The Compliance Officer is responsible for the training and the delivery of information to the Compliance Risk Management committee members either through formal or informal training, seminars, compliance memos, routing of compliance newsletters and periodicals, regulatory notices or meetings.

COMPLIANCE RISK MANAGEMENT COMMITTEE MEMBERS
The Compliance Risk Management Committee is comprised of department heads that will serve as compliance liaisons.  With the support, direction, and technical assistance from the Compliance Officer they are responsible for implementing the institution’s compliance policies and procedures and for new or amended regulations with their business units.  The Compliance Officer is responsible for effecting appropriate corrective action for any violation or area of weakness found in the monitoring, audit and examination findings with their area of responsibility.  Each member is charged with maintaining a working knowledge of the regulations that affect their area of the institution.  Utilizing the training, tools and resources provided by the Compliance Officer each member is responsible for ensuring that personnel within their area of responsibility are trained in the institution’s compliance policy and procedures affecting their job duties.  Each member will maintain their respective compliance responsibilities through direct interaction with the Compliance Officer.

Compliance Philosophy
The Compliance Officer shall perform a risk assessment of the institution’s products and services to evaluate the relative levels of compliance risk from each.  The risk assessment shall quantify the potential of compliance violations and the degree of harm to the institution from a violation.  In the implementation of the institution’s compliance management program the Compliance Officer shall allocate his or her resources based upon the determined levels of risk.  The Compliance Officer will seek to develop a preventive focus on compliance rather than a reactive focus.  The compliance program will shelter the institution from any significant financial risk or damage to its reputation.  The compliance program shall be designed to affect the appropriate level of compliance at the minimum cost to the institution with the least amount of inconvenience and impact on institution employees and customers.

Product Development
The Compliance Officer will participate as an advisor in the development of all new institution products, services or changes in institution operations, addressing the regulatory implications of the product or service.  All new forms, revisions, and compliance procedures utilized by the business units must be reviewed and approved by the Compliance Officer.  The Compliance Officer is to be advised of any new fee structures, a change in service charges, or a change in interest calculation prior to implementation to determine any impact the regulations may have.  The Compliance Officer must be kept informed if the compliance program is to be successful in reducing the risk of violating a consumer protection regulation.

The Compliance Officer will also participate as an advisor in the development of all new institution marketing programs and will be provided for review copy of all advertisements before they are published.

Compliance Evaluation and Control
The Compliance Officer shall conduct an annual risk assessment of the regulations affecting the business of the institution.  The risk evaluation shall estimate the potential of a violation taking into consideration past violations, internal audit and examination reports, turnover of personnel in the respective areas as well as the level of confidence with employees performing compliance procedures.  The possibility of civil money penalties, liability to a customer and the potential damage to the institution’s reputation if a violation should occur will be considered in the risk assessment.  A compliance monitoring schedule will be maintained utilizing the risk ratings assigned.  Annually the Compliance Officer shall prepare a report to the institution’s Board of Directors regarding the effectiveness of the institution’s compliance program.  The report shall detail any weaknesses in the institution’s procedures and violations found along with any suggestions for changes in the institution’s compliance policies or procedures.  This report will also be delivered to the business unit compliance members who will be responsible for correcting violations, and addressing weaknesses noted in the report that are within their individual area of responsibility in the institution.  Remedial training will be required when the compliance review identifies areas of weakness or confusion.  With technical assistance from the Compliance Officer it will be the responsibility of each business unit manager to develop, maintain and update procedures for the personnel to follow in order to comply with each law and regulation that affects the operations of each department.
Prompt Corrective Action
It is the policy of FURST Financial Institution to maintain an appropriate level of compliance with all consumer protection statutes and regulations.  If violations or weaknesses are discovered, the person making the discovery shall report it to the Compliance Officer.  The Compliance Officer shall be responsible for investigating and notifying the appropriate compliance risk management committee member of the findings and recommended corrective action.  The designated risk management member shall take prompt and proper corrective action and report to the Compliance Officer.  Depending on the seriousness of the violation detected, the Compliance Officer shall also notify senior management of the institution.
Compliance Management Policy (Second Alternative)

The Institution’s Compliance Management System has five principal elements in order to ensure an effective program:

· Board and Management Oversight

· Compliance Officer

· Designation 

· Responsibilities

· Compliance Program 

· Policy and Procedures

· Training

· Monitoring

· Consumer Complaints

· Independent Audit; and

· Legal Counsel

BOARD AND MANAGEMENT OVERSIGHT

The Board of Directors is committed to establishing and administering an effective, proactive, planned, and well-organized formal compliance program. The Board of Directors realizes that it is ultimately responsible for overseeing the compliance program. The Board enables the President, or a designee, to make adjustments as necessary to keep the Institution in compliance. 

To achieve these goals, the Compliance Officer should report to the Audit Committee of the Board of Directors at least quarterly. The main goal of the program will be to ensure adherence to all applicable compliance related laws and regulations, including civil rights, fair lending, unfair, deceptive or abusive acts, Bank Secrecy, Anti-Money Laundering and community reinvestment. [The Compliance Program will be reviewed and revised as necessary to accommodate the institution’s size, organization, products offered, and the location of the institution’s main facility, branches and other offices.]  

DESIGNATION OF COMPLIANCE OFFICER 

The Board of Directors will at least annually designate a Compliance Officer by name to be responsible for the daily administration of the Compliance Program.  The appointment of the Compliance Officer will be noted in the board minutes. The Compliance Officer will be given sufficient time, ongoing training, and resources to perform assigned duties. The Compliance Officer will also have authority to cross departmental lines, have access to all areas of the institution’s operations, and effect corrective action upon discovering deficiencies.

The Compliance Officer will be responsible for ensuring that the Institution is in compliance with state and federal compliance regulations.

In order to provide effective accountability, and separation of duties, the Compliance Officer will not be responsible for the following regulations; the Institution has developed separate policies, and designated different individuals responsible for these areas:

· Physical Security

· Information Security

· Disaster Recovery, Contingency Planning and Business Continuity

· Corporate Governance and Ethics

While there are designated individuals for these areas responsible for the daily administration of the compliance programs for these regulatory issues, the Compliance Officer may maintain some responsibilities within these issues, including Audit and Review. Further, the Compliance Officer will be a resource for the Institution and other team members concerning these areas that fall outside the outlined responsibilities for the Compliance Officer. 

COMPLIANCE OFFICER RESPONSIBILITIES

General responsibilities of the Compliance Officer are as follows.  These responsibilities may be delegated to other team members as appropriate:

1.
Ensuring compliance policies are approved by the Board at least annually;

2.
Meeting quarterly with the Board of Directors, or a committee thereof;

3.
Developing written compliance policies, procedures, and forms;

4.
Reviewing & updating compliance policies and disclosures at least annually;

5.
Training Institution personnel on appropriate laws and regulations;

6.
Assist in implementation of compliance procedures in response to regulatory changes;

7.
Establishing monitoring procedures;

8.
Answering questions from staff on compliance;

9.
Reviewing advertising for compliance disclosure accuracy;

10.
Working with marketing and/or product development at the inception of development of any new deposit or loan product or service to ensure that all such new products will be in compliance with applicable laws and regulations;

11.
Establishing procedures to handle consumer compliance complaints;

12.
Familiarizing personnel with the institution’s nondiscriminatory lending criteria;

13.
Maintaining current copies of applicable compliance statutes, regulations, and interpretations;

14.
Auditing transactions and departments subject to consumer laws and regulations;

15. 
Coordinating compliance audits and exams with auditors, external consultants, and regulators; and,

16.
Implementing and executing a compliance monitoring program schedule for the following regulations:

Laws and Regulations Affecting Lending:

· Truth-in-Lending Act (Regulation Z)

· Appraiser Independence

· Mortgage Loan Originator Compensation and Anti-Steering

· Usury Laws

· Equal Credit Opportunity Act (ECOA) (Regulation B)

· Regulation AA (Credit Practices Rule)

· Fair Credit Reporting Act as amended by the Fair and Accurate Transactions Reporting (FACT) Act

· Fair Debt Collection Practices Act

· Service Members Civil Relief Act/John Warner National Defense Authorization Act

· Consumer Insurance Disclosures

· Margin stocks (Regulation U)

· Flood Disaster Protection Act 

· Real Estate Settlement Procedures Act, (RESPA) (Department of Housing and Urban Development’s (HUD’s) Regulation X)

· Fair Housing Act 

· Real Estate Appraisal Requirements 

· Home Mortgage Disclosure Act (HMDA) (Regulation C)

· Consumer Leasing (Regulation M)

Laws and Regulations Affecting Deposit Accounts: 

· Reserve Requirements (Reg. D)

· Expedited Funds Availability Act (EFAA) (Regulation CC)

· The Check Clearing for the 21st Century Act (Check 21 Act)

·  Electronic Fund Transfer Act (EFTA) (Regulation E)

· Truth-in-Savings Act (Regulation DD)

· Fair Credit Reporting Act as amended by the Fair and Accurate Transactions Reporting (FACT) Act

Laws and Regulations Affecting Anti-Money Laundering:

· USA Patriot Act (Enhanced Due Diligence)

· Office of Foreign Asset Control (OFAC) 

· Bank Secrecy Act (AML/BSA) 

Laws and Regulations Affecting Customer Privacy:

· Right to Financial Privacy Act

· Privacy of Consumer Financial Information (Regulation P)

· Children’s Online Privacy Protection Act

· Gramm-Leach-Bliley Act
Community Reinvestment Act (CRA)

Other Laws and Regulations:

· Any laws enumerated by the Consumer Financial Protection Bureau under the Dodd-Frank Wall Street Reform and Consumer Protection Act

· Unfair, Deceptive, or Abusive Acts or Practices

· Regulation O, Financial Institutions Regulatory Act (FIRA) 

· Federal Trade Commission (FTC) trade regulations 

· (Do Not Call, CAN SPAM Act, Unfair, Deceptive Acts and Practices)

· Securities and Exchange Commission (SEC) securities transfers

· Federal Trust Regulations

· Employee Retirement Income Security Act (ERISA)

· Applicable State Laws

· Regulation GG, Unlawful Internet Gambling

Continuing Education

The Compliance Officer will obtain sufficient continuing education to maintain and administer an effective compliance program. It is the responsibility of Executive Management to provide the necessary resources to the compliance department for this training to be accomplished. 

Meeting Quarterly with the Audit/Compliance Committee

The Compliance Officer should meet quarterly with the Board of Director’s Audit Committee. Additional meetings with the Board of Director’s Risk Management Committee will take place as warranted. Compliance issues within the Institution to be discussed include the following: Internal compliance audits, reviews, compliance training, and any of the Institution’s external compliance audits/reviews by consultants or regulators and any risk management supervisory plans that are warranted.

COMPLIANCE PROGRAM

The Compliance Officer will implement the Compliance Program by taking the following actions:

Developing Written Compliance Policies, Procedures, and Resources

The Institution’s Compliance Program should provide guidance to team members. A comprehensive Compliance Program will particularly be beneficial during periods of expansion or turnover of staff as individuals with particular knowledge or experience may no longer be with the institution or available for contact.

Policies will reflect a general summary of regulatory requirements and how the Institution will adhere. Procedures will detail how the Institution will comply with policies. Resources will be developed to assist members with a general understanding of regulatory issues. Policies, procedures and resources will provide written reference material for team members to use and will promote consistency in the implementation of the Compliance Program. Modifications and updates to policies and procedures will be made as the Institution changes operations or regulatory requirements change.

Ensuring Compliance Policies are Approved by the Board at Least Annually

The Compliance Officer will ensure all compliance-related policies including but not limited to those policies for areas enumerated in this policy, are approved by the Board of Directors at least annually.  The approval of the policies will be documented in the Board minutes. Prior to submitting these policies to the Board, the Compliance Officer will review the Institution’s compliance policies and disclosures to ensure the information is current.

Training Personnel on Laws and Regulations  

Compliance training will primarily be the responsibility of the Compliance Officer. Team members conducting compliance training other than compliance staff should forward attendance records to the Compliance Officer.  External seminars or conferences may be attended by compliance staff and/or other team members as needed, particularly in relation to major regulatory changes.  Compliance will develop an annual compliance training schedule for the Institution to follow.  Additional training on other compliance regulations not included in the schedule will be set by the Compliance Officer as determined by risks noted in monitoring procedures.  Team members may receive compliance training through PowerPoint presentations; computer based training courses, personal group training, emails, or completing in person training through schools or seminars.  This will be tracked by the Compliance Officer. It is the responsibility of Executive Management to ensure each and every team member completes all required compliance training on a timely basis. 

Compliance audits and fair lending reviews will ensure that lending team members are using nondiscriminatory lending criteria. Lending team members should receive annual compliance training that emphasizes the need to treat all applicants uniformly based on the protected bases under the Equal Credit Opportunity Act and the Fair Housing Act.  The Institution’s Loan Policy will be the responsibility of the Chief Risk Officer, and distributed to lending team members for reference.
Implementing Compliance Procedures and Changes to Regulations

It is the responsibility of departmental managers to develop procedures that are in compliance with applicable law with the input and assistance from the Compliance Officer. As part of this process, the Compliance Officer will test written procedures before final implementation. The Compliance Officer will inform team members of changes to regulations by email or through team meetings.  The Compliance Officer will assist department managers with changes to any procedures to comply with new regulatory requirements.  

Establishing Monitoring Procedures

Monitoring procedures will be established to identify problems before they are identified in an audit or exam. Additionally, monitoring procedures will detect procedural and training weaknesses early.  The monitoring system will include the following:

· Periodic review of transactions;

· Periodic review of system reports;

· Periodic reviews of disclosures and calculations for various loans and deposit products;

· Periodic reviews of record retention procedures;

· Periodic reviews of marketing brochures and advertising;

· Periodic reviews of various state usury and consumer compliance laws and regulations; and, 

· Periodic reviews of the internal communication system that provides information on compliance to team members.

Answering Questions from Team Members on Compliance

The Compliance Officer will promptly answer questions from all team members related to compliance.  The Compliance Officer will research answers to questions when needed.

Reviewing Advertising for Compliance Disclosure Accuracy

The Compliance Officer will review the Institution’s advertising for accuracy with compliance regulations. It is the responsibility of each of the Institution’s team members to promptly forward to the Compliance Officer any advertising or marketing efforts before publication.  Any deficiencies noted will be reported to the appropriate team members.  The Institution has developed a separate Advertising and Marketing Approval Policy which all team members should follow. 

Establishing Procedures to Handle Consumer Compliance Complaints

The Compliance Officer has developed a separate Complaint Resolution Policy to ensure that all consumer complaints are handled expeditiously and in compliance with the various applicable consumer laws and regulations. All team members are expected to adhere to the Institution’s Complaint Resolution Policy.

Maintaining Copies of Compliance Statutes, Regulations, and Interpretations

The Compliance Officer will maintain access to current copies of the FDIC’s Rules and Regulations, State Department of Banking and Finance status, compliance newsletters from vendors, and other compliance literature as necessary.  The Compliance Officer can reference information on the FDIC’s and the state’s Department of Banking and Finance’s websites relating to compliance and examination procedures.

MONITORING AND AUDIT

Compliance Monitoring

The Compliance Officer will be responsible for performing regular compliance monitoring and reviews based on a compliance monitoring schedule. Written reviews should detail the following information: 

· the scope of the review 

· intent of the regulation

· the number of transactions sampled 

· deficiencies identified, violations or non-compliance

· recommendations for corrective action, and 

· effective date of correction, when warranted

Copies of the reports will be sent to the Institution’s President, the Chief Risk Officer and managers, with the corrective action and the implementation timeframe identified so that it can be implemented by the appropriate manager.  Summaries of these reviews will be provided to the Board of Director’s Audit Committee as part of the quarterly meetings noted above. Any issues that pose significant risk to the Institution will be reported directly to the full Board of Directors as soon as possible. 

Independent Audit

An independent audit team will develop an appropriate audit schedule based on risk, which should include validation of the Institution’s Compliance Management Program, to ensure that the Institution’s Compliance Program is being properly administered. Additionally, the schedule will include an audit of the Institution’s Bank Secrecy Act and Anti-Money Laundering Program. 

The findings from the audits should be presented by the audit team directly to the President of the Institution, the Chief Risk Officer, and with the Board of Directors, or committee thereof as appropriate. 

Copies of audit reports will be retained by the Compliance Department.

Audits and Exams 

The Compliance Officer will be the primary contact and coordinate compliance related audits and regulatory compliance examinations. This will include gathering information needed by auditors and/or examiners both during the pre-audit and audit stages.  The information should be gathered within the time period requested by the auditors and/or examiners.  If necessary, the Compliance Officer will contact other departments for information requested. 

LEGAL COUNSEL

Internal Compliance serves the Institution in the area of regulatory compliance issues.  From time to time, outside legal counsel shall serve as legal advisor to the Institution’s Compliance Officer, compliance committees, Board of Directors and all other areas of the Institution regarding complex compliance matters and non-regulatory legal issues. This responsibility may include, but is not limited to, the following:

· Assisting in regulatory inquiries and/or complaints, directing implementation of corrective action, and responding on action taken.

· Reviewing internal findings and corrective action for possible legal issues, including the potential for civil liability, regulatory enforcement action, reimbursement or other penalties.

· Updating and reviewing forms, manuals, policies and procedures.

· Assisting with Subpoenas, Garnishments, Law Enforcement Inquiries, National Security Letters, etc.

Compliance Policy

The board of directors of FURST Financial Institution ("Institution") declares that it is the policy of the Institution to comply with both the letter and the spirit of every federal and state law and regulation which governs the Institution's activities.  Two of the Institution's principal functions are to protect the funds of its depositors and to serve the financial needs of its entire community without discrimination.  

Accordingly, particular emphasis will be placed on laws and regulations dealing with safety and soundness, and with community reinvestment and equal-credit opportunity.

It is the policy of the Institution to have a compliance officer whose duties include informing Institution personnel of changes in the laws and regulations applicable to the Institution's activities, submitting proposed policies on compliance issues for consideration by this board, preparing procedures to implement policies adopted, training Institution personnel in the compliance duties of their jobs, and such other regulatory compliance-related functions as the Institution may prescribe.

The board hereby constitutes a Regulatory Compliance Committee of the Board, a majority of whose members shall be outside directors.  The initial membership is:  [list]

The Regulatory Compliance Committee shall meet monthly, not less than five days before the regularly scheduled meeting of the board of directors.  The compliance officer shall report to the committee any actual, apparent, or suspected failures of compliance in the Institution.  As to each, to the extent possible, the compliance officer shall quantify the potential liability of the Institution, its officers, and its directors.  Also, as to each compliance violation, the compliance officer shall present a proposed remedial plan.  Each plan shall include, at a minimum, suggested actions regarding affected customers, the Institution's regulators, and the news media.  It shall also include the compliance officer's evaluation of why the failure occurred, who was responsible, and whether the failure occurred despite a policy and/or procedure designed to prevent the occurrence.

Additionally, the compliance officer shall periodically report to the Committee, and the Committee shall review, the following:

· The Institution's activities relative to the Community Reinvestment Act

· Proposed changes in laws and regulations

· Suggested compliance policies and procedures

· Compliance training for Institution employees.
The board directs senior management to provide the compliance officer a budget for compliance-related publications and continuing professional education consistent with the Institution's size, financial condition, and the potential cost of compliance failures.

Compliance Policy for Nonconsumer Laws and Regulations

It is the policy of FURST Financial Institution that it shall comply with all federal and state laws and regulations affecting its operations and activities.  The Board of Directors and management of the institution recognize that while some regulations affect only customer relationships that have a personal, family, or household (“consumer”) purpose, many regulations and laws affect all relationships or activities of the institution regardless of purpose.

It is the policy of FURST Financial Institution that all laws and regulations to which it is subject shall be given equal dignity with respect to compliance.  Nonconsumer laws and regulations such as Regulation O, Regulation CC, Regulation U, appraisal rules, flood hazard rules, and the Bank Secrecy Act, as examples, shall not be accorded less importance than laws and regulations that apply only to consumer transactions.

It is the policy of FURST Financial Institution that each law and regulation affecting any aspect of the institution’s business shall be risk-weighted based upon the damage that could be caused to the institution in the event of a violation and the probability of a violation.  The institution’s compliance management program relative to training, auditing for compliance, and compliance emphasis, shall be based upon each law or regulation’s risk weight and other factor.
Consumer Complaint Policy

It is the policy of the Institution (the “Institution”) to respond promptly and accurately to any complaint by a customer about any aspect of the institution’s products or services or the manner in which the customer perceives that he or she has been treated by the institution.  

The Board of Directors designates the Compliance Officer to handle all consumer complaints.  The Compliance Officer shall develop procedures and training for staff on how to handle complaints that are submitted by customers to staff.

If the nature of the complaint has a bearing upon the institution’s Community Reinvestment Act activities, a copy of the complaint and the institution’s response to it shall be placed in the Institution’s CRA public file.

The Compliance Officer shall review this policy annually, and in accordance with any regulatory changes that are implemented by any regulatory agency, federal or state government, will be responsible for revising this policy accordingly and submitting changes to the Board of Directors for approval. Regardless of any changes, this policy shall be re-approved by the Board annually, and any consumer complaints shall be reported to the Board on a (monthly/quarterly basis).
Consumer Loans & Co-signers
It is the policy of FURST Financial Institution ("the institution") that consumer loans that require co-signers to meet the institution's underwriting standards are generally discouraged.  Co-signers are not to be used as a substitute for the applicant's poor credit or lack of ability to meet the loan repayment requirements. Co-signers are acceptable where the borrower has not established an adequate credit history but has the income and resources sufficient to pay the loan in accordance with its terms.

In circumstances where a co-signer is appropriate, a loan officer may suggest to a loan applicant that the institution would make the loan if the applicant had an acceptable co-signer.  The loan officer shall never suggest or imply who the co-signer should be, except to require that the co-signer reside within the institution's market area.

Prior to the time that a co-signer loan is closed, the loan officer shall deliver to the co-signer a conspicuous statement of the co-signer's obligations under the loan documents and obtain written acknowledgement from the co-signer of receipt of the notice.

Customer Information Confidentiality Policy

It is the policy of FURST Financial Institution (“institution”) that both the financial records of our customers and the relationships between FURST Financial Institution and our customers are confidential, and that customer non-public personal information shall not be disclosed to third parties, without first providing a privacy notice compliant with Regulation P, 12 CFR 1016, subject to the exceptions provided in Regulation P, sections 1016.13, 1016.14, and 1016.15, below:  
Section 13 permits the institution to provide consumer information to a nonaffiliated third party to perform services for the institution or functions on the institution‘s behalf if the institution has provided the privacy notice to the consumer and the institution has entered into a contract with the third party.  The contract must require the third party to maintain the confidentiality of the information to at least the same extent that the institution must maintain its confidentiality.  The contract also must limit the third party‘s use of the information solely to the purposes for which the information is disclosed or for permitted purposes under Section 14 or Section 15.

Section 14 permits the institution to provide information about a consumer to nonaffiliated third parties without providing the affected consumer either the privacy notice or the opt out notice when the information is provided to service or process a financial product or service requested or authorized by the consumer. It also allows providing information to nonaffiliated third parties as necessary to carry out a transaction for a consumer or to administer or maintain the product or service of which the transaction is a part.

Section 15 provides additional exceptions under which the institution may disclose consumer information to nonaffiliated third parties and nonaffiliated third parties to whom consumer information may be disclosed that do not have to be described in the institution‘s privacy notice and from which the consumer may not opt out.
The list includes:

· Information disclosures made with the consent of or at the direction of the consumer, provided that the consumer has not revoked the direction or consent.

· Information disclosures to protect the security of the financial institution or the confidentiality of its records, or to protect against actual or potential fraud or unauthorized transactions, to control risk or to resolve consumer disputes or inquiries.

· Information disclosures to persons holding a legal or beneficial interest relating to the consumer or persons acting in a fiduciary or representative capacity relative to the consumer.

· Information disclosures to the financial institution‘s attorneys, accountants, auditors, agencies rating the financial institution or agencies assessing the financial institution‘s compliance with industry standards.

· Information disclosures specifically permitted or required by law (and in compliance with the Right to Financial Privacy Act) to law enforcement agencies including government regulators, selfregulatory organizations, or for an investigation on a matter related to public safety.

· Information disclosed to a consumer reporting agency in accordance with the Fair Credit Reporting Act or the disclosure of information reported to the financial institution by a consumer reporting agency (but subject in both cases to the provisions of the Fair Credit Reporting Act).

· Information disclosed to a nonaffiliated third party in connection with the proposed or actual sale, merger, transfer or exchange of a financial institution or an operating unit of a financial institution (provided that the information disclosed relates only to consumers of the same unit).

· Information disclosed to comply with federal, state or local laws, rules or other applicable legal requirements, or to comply with a properly authorized civil, criminal or regulatory investigation, subpoena or summons, or to respond to judicial process or governmental regulatory authorities having jurisdiction over the financial institution for examination, compliance, or other purposes authorized by law.

For purposes of compliance with Section 314b of the U.S.A. Patriot Act, no employee other than the institution’s security officer shall divulge financial information or records of a customer to anyone outside the institution.  It is also the policy of FURST Financial Institution to cooperate with governmental agencies in their properly made, legitimate requests for information.
The institution’s compliance officer shall develop procedures for implementing this policy, shall develop and implement an employee training program, and shall audit for compliance.  The compliance officer shall report to the Board of Directors at least annually regarding the Institution’s compliance with this policy.

Do Not Call Policy - (For institutions which do not check the FTC’s DNC list for marketing calls to existing customers)
Introduction

FURST Financial Institution may from time to time seek to expand its business through telemarketing sales calls which offer its products and services to existing or new customers.  All such telemarketing activities, whether done directly by institution personnel or by individuals or organizations contracted by the institution to make such calls, must be conducted in strict conformity with FURST Financial Institution’s Do Not Call Policy.  

Background

FURST Financial Institution recognizes that the Federal Trade Commission, in response to the mandates of the Telephone Consumer Protection Act of 1991 (“TCPA”), has created a National No Call Registry service.  This service maintains a do not call (“DNC”) list of telephone numbers that are shielded by statute from most telemarketing calls.   While the FTC’s rules exempt regulated financial institutions from coverage, the Federal Communication Commission (“FCC”) which does regulate regulated financial institutions in this area, has issued its own regulations requiring organizations subject to its jurisdiction to abide by the FTC’s DNC rules.  Based upon the overwhelmingly favorable public response to this registry, it is clear that consumers listing their telephone numbers on the DNC list do not want to receive telemarketing sales calls.  FURST Financial Institution’s Do Not Call Policy is designed to respect both the requirements of the statute and the wishes of the public.

Activities covered

Any FURST Financial Institution offered or sponsored plan, program or campaign to sell goods or services through telephone calls is covered by this policy.  

Do Not Call Standards

Calls to existing institution customers:

Institutions are allowed under the established business relationship exceptions to the DNC rules to make telemarketing calls to existing customers.   The DNC rules allow such calls to be made under this exception if they are made within 18 months after the last purchase, delivery or payment for services, or up to 3 months after an inquiry or application for a service.  If telemarketing calls are made to existing customers, however, customers are allowed to instruct the institution not to make additional sales calls in the future and the institution must respect those instructions.   FURST Financial Institution will therefore maintain an internal list of its customers who have opted not to receive telemarketing calls from the institution and all telemarketing sales calls must be screened first against the current version of that list before being made.  Telemarketing calls shall not be made to customers who have asked not to receive such calls.  When a customer asks not to receive additional telemarketing sales calls, the customer must be added to the institution’s internal do not call list no later than the business day following the receipt of such request.  Customer requests to be placed on FURST Financial Institution’s internal DNC list may be made either orally or in writing.

Calls to prospective customers:

All telemarketing calls to prospective customers must first be screened against the currently available FTC DNC list before being made.   ___________________________________ will be responsible for ensuring that the institution subscribes to the FTC’s DNC registry service and that such subscription is kept current.  At a minimum, DNC information shall be updated from the FTC’s registry at least once every 31 days to ensure that it remains current.  FURST Financial Institution will not make telemarketing sales calls to any telephone number appearing on the FTC’s DNC list.

Do Not Call Policy (For institutions which check the FTC’s list for all marketing calls)

Introduction

FURST Financial Institution may from time to time seek to expand its business through telemarketing sales calls which offer its products and services to existing or new customers.  All such telemarketing activities, whether done directly by institution personnel or by individuals or organizations contracted by the institution to make such calls, must be conducted in strict conformity with FURST Financial Institution’s Do Not Call Policy.  

Background

FURST Financial Institution recognizes that the Federal Trade Commission, in response to the mandates of the Telephone Consumer Protection Act of 1991 (“TCPA”), has created a National No Call Registry service.  This service maintains a do not call (“DNC”) list of telephone numbers that are shielded by statute from most telemarketing calls.   While the FTC’s rules exempt regulated financial institutions from coverage, the Federal Communication Commission (“FCC”) which does regulate regulated financial institutions in this area has issued its own regulations requiring organizations subject to its jurisdiction to abide by the FTC’s DNC rules.  Based upon the overwhelmingly favorable public response to this registry, it is clear that consumers listing their telephone numbers on the DNC list do not want to receive telemarketing sales calls.  FURST Financial Institution’s Do Not Call Policy is designed to respect both the requirements of the statute and the wishes of the public.

Activities covered

Any FURST Financial Institution offered or sponsored plan, program or campaign to sell goods or services through telephone calls is covered by this policy.  

Do Not Call Standards

Institutions are allowed under the established business relationship exceptions to the DNC rules to make telemarketing calls to existing customers.   The DNC rules allow such calls to be made under this exception if they are made within 18 months after the last purchase, delivery or payment for services, or up to 3 months after an inquiry or application for a service.  
While telemarketing sales calls are allowed under the DNC rules to customers with an established business relationship, it is FURST Financial Institution’s policy to screen all such calls against the FTC’s DNC list prior to making the call.  Consumers who have gone to the trouble of placing their telephone numbers on the FTC’s DNC list clearly do not wish to receive telemarketing sales calls at those telephone numbers and FURST Financial Institution will respect those wishes by not making sales calls to them.

All telemarketing calls to both existing institution customers and to prospective customers must first be screened against the currently available FTC DNC list before being made.   ___________________________________ will be responsible for ensuring that the institution subscribes to the FTC’s DNC registry service and that such subscription is kept current.  At a minimum, DNC information shall be updated from the FTC’s registry at least once every 31 days to ensure that it remains current.  FURST Financial Institution will not make telemarketing sales calls to any telephone number appearing on the FTC’s DNC list.
Do Not Call Policy (For institutions which make only limited marketing calls exclusively to existing customers)

The Board of Directors of FURST Financial Institution (the “Institution”) hereby adopts this policy to govern the actions of management, staff, and agents with regard to the legally-required maintenance of a “Do Not Call” list pursuant to 47 CFR 64.1200(d) and any successor to that regulation. 

Institution staff shall make a copy of this policy available to any member of the public on demand.

It is the policy of FURST Financial Institution that no employee or agent of the institution shall make unsolicited telephone calls to persons who are not customers of the institution for purpose of selling or promoting services or products of the institution.

If anyone acting on behalf of the Institution receives a request from a residential telephone subscriber to be placed on the Institution’s do not call list, that person will place the subscriber’s name on the Institution’s do not call list promptly, and in any event within 30 calendar days after receiving the request.

Dormancy & Escheat Policy

It is the policy of FURST Financial Institution to comply with the laws of the State of ________________ regarding the escheat of abandoned property in its possession.  It is also the policy of FURST Financial Institution to place inactive deposit accounts in a dormant status in order to provide additional security for the funds in those accounts.

For the purpose of this policy an inactive deposit account is an account in which there has been no customer initiated activity for a period of __________ or an account where two consecutive pieces of mail, mailed to the account holder at the account holder’s last known address, have been returned by the postal service as undeliverable.  An account is presumed to be abandoned if for a period of __________ there has been no customer initiated activity in the account, or there has been no customer initiated communication about the account or the customer has no other account with the institution that does not fall within this definition of “presumed abandoned.”  Any sum payable on a cashier’s check is presumed abandoned __________ after its date unless the holder has communicated with the institution regarding it.  The contents of a safe-deposit box shall be presumed abandoned if they have not been claimed by the owner for a period of __________ from the date the lease of the safe-deposit box expired.

When a deposit account becomes inactive, additional security shall be placed on the account through the institution’s automation system so that no withdrawal may be made from the account without the approval of a _______________ or another institution employee with similar or higher authority.  The approval of any withdrawal from a dormant account shall be appropriately documented.

When an account, cashier’s check, or the contents of a safe-deposit box become “presumed abandoned,” the institution shall use reasonable efforts to contact the customer.  If the customer cannot be located then the institution shall take the appropriate steps and file the appropriate forms to escheat the property to the State of _______________.

Electronic Privacy Policy

It is the policy of FURST Financial Institution to recognize and respect the privacy expectations of all our customers and make available the privacy guidelines to all customers.

With the rapid growth in electronic commerce conducted over the Internet, the FURST Financial Institution deploys on-line systems to facilitate the convenient delivery of services and it is the policy of the FURST Financial Institution to safeguard our customer’s sensitive information.  The FURST Financial Institution considers the privacy of our customers’ personal information an important element of their trust and confidence in the institution.

It is the policy of FURST Financial Institution to collect, retain, and use the information about customers only where such information is believed to be useful and allowed by law to administer the business of FURST Financial Institution to provide products, services, and other financial opportunities to its customers.

FURST Financial Institution has established procedures to ensure the accuracy of customers’ financial information and that it is current and complete in accordance with reasonable commercial standards.  It is the policy of FURST Financial Institution to address any requests to correct any inaccurate information in a timely manner.

It is the policy of FURST Financial Institution to limit employee access to personally-identifiable information to those with a business reason for knowing such information.  FURST Financial Institution has in place a training program to educate the employees so that they will understand the importance of confidentiality and customer privacy.  FURST Financial Institution maintains appropriate security standards and procedures regarding unauthorized access to customer information.  It is the policy of FURST Financial Institution to take disciplinary measures to enforce employee privacy responsibilities.

It is the policy of FURST Financial Institution not to reveal specific information about customer accounts or other personally-identifiable data to unaffiliated third parties for their independent use, except for the exchange of information with reputable information reporting agencies to maximize the accuracy and security of such information or in the performance of bona fide corporate due diligence, unless 1) the information is provided to help complete a customer-initiated transaction; 2) the customer requests it; 3) the disclosure is required by/or allowed by law (e.g., subpoena, investigation of fraudulent activity, etc.); or 4) the customer has been informed about the possibility of such disclosure for marketing or similar purposes through a prior communication and is given the opportunity to decline (i.e., “opt out”).  If a third party attempts by artifice or fraud to obtain confidential customer information from FURST Financial Institution, the institution shall file an appropriate Suspicious Activity Report.

If personally-identifiable customer information is provided to a third party, it is the policy of FURST Financial Institution to insist that the third party adhere to similar privacy principles that provide for keeping such information confidential.

FURST Financial Institution makes available this policy, and its management and employees stand ready to assist customers with concerns regarding financial privacy expectations.
The Board of Directors appoints [Insert TITLE of individual] to implement this policy, to implement training of pertinent personnel, and to report compliance with this policy to this board at least annually.
Environmental Risk Management Policy

It is the policy of FURST Financial Institution ("the Institution") to avoid all liability for environmental hazard cleanup costs and related expenses, penalties, and other charges both from its own operations and from the actions of persons and entities that are borrowers, guarantors, and other loan-related parties [and settlers, beneficiaries, and co-trustees] unless such expenses have been clearly quantified and approved by the institution's loan committee or Board of Directors.  The Institution shall not knowingly commit or allow any act to occur or allow any status to exist which would give rise to such liability without the express advance written approval of the Institution’s chief executive officer. Any such approval shall be made known to the board of directors at its next regular meeting thereafter.  In that regard, in the underwriting of any loan secured by real estate, other than residential mortgage loans, an inspection shall be made of the real property to determine if there are any visible signs or evidence that any part of the property may be contaminated by hazardous materials or if any hazardous materials are stored on the property.  Where appropriate, an investigation shall be made to determine who were the prior owners and occupants of the property, and whether any prior owner or occupant of the property conducted a business in which environmentally hazardous substances were used.

If, from the above, it is suspected that the property is or may be environmentally contaminated, the institution shall obtain the services of an environmental specialist and shall rely on such specialist's determination on whether environmental contamination is present on the property and if so, the potential cost of cleanup.

In processing the commercial loan application of any applicant that uses chemicals that have the potential of creating an environmental contamination in its business, the underwriter shall determine that the applicant has appropriate procedures for handling and disposing of the chemicals.

Prior to filing for foreclosure on any real property, or on the assets of any borrower that uses environmentally hazardous materials in its business, the institution shall make an investigation to determine that there is no environmental contamination or related costs relative to the property or assets being foreclosed upon, and if any is found present the potential costs associated therewith shall be considered in determining whether to proceed with the foreclosure.

The institution shall make similar investigations before it shall accept title to any property as trustee under its trust powers, and the institution shall conduct its own operations so as not to create any environmental contamination of any property it owns or occupies.
In addition, the Bank shall require a Phase One environmental audit on all loans with a commercial or public purpose, and prior to closing, shall obtain an environmental inspection easement.

Environmental Risk Management Policy (Alternate)
It is the general policy of FURST Financial Institution to analyze all commercial lending activities for environmental risks. Such analysis will be applied to any risk that could directly or indirectly threaten the Institution's assets or the market value of real property for which the Institution has a financial interest or a fiduciary responsibility.

Environmental Risk Analysis
Care will be exercised by FURST Financial Institution personnel to identify Institution assets and relationships that may give rise to environmental liability. The following procedures will be followed, depending on the type of loan or transaction involved:

1. Loans in Which The Institution will obtain Real Estate Security Interest. 

The Institution shall require a Phase One environmental audit as a condition of closing for all commercial real estate loans within the limits set forth as follows:

· Loans over $250,000 for a Real Estate secured loan outside of city limits

· Loans over $100,000 for a Real Estate secured loan within city limits

Exception:  In areas with gas stations, dry cleaners or other companies listed as a risk near the property being financed, regardless of the loan amount a Phase One must be completed. No questionnaire or Phase I is required for a residential mortgage transaction.  

2. Unsecured Loans.
All procedures used to evaluate the credit worthiness and character of prospective borrowers shall include an evaluation of the borrower's business operations (if any) to determine existence of any known or suspected environmental risks that could threaten the borrower's cash flow and ability to repay the loan. As a minimum standard, risks to be evaluated include environmental permit non‑compliance, potential financial responsibility for cleanup of contaminated sites, and fines and judgments against the company or its officers for environmental problems.  Evidence that such procedures are followed shall be included in the appropriate files.  

Environmental Risk Management
For all loan activities where the Institution has a fiduciary interest in real property or the operation of a business, appropriate documentation and language shall be utilized to (i) determine if a Phase One environmental audit is necessary; (ii) obtain an environmental inspection easement as a condition of closing;(iii) give the Institution the right, where appropriate, not to extend further credit under credit lines and renewal arrangements and to accelerate the due date of loans and exercise rights in collateral when environmental violations impairing the collateral or repayment of the loan are discovered; and (iv) indemnify the Institution against environmental liability arising from events over which it has no control. Such language shall be utilized even when the Institution has complied with its own environmental risk analysis procedures and when it has fully disclosed knowledge of environmental conditions that could affect the value of real property for which it had, or has, fiduciary responsibility.

In the case of the workout of non‑performing and otherwise troubled loans, account officers will engage in more frequent monitoring of business activities and collateral condition with respect to environmental risks. Decisions respecting the taking of title to property in foreclosure shall include an assessment of the value of the collateral in light of the potential environmental liability associated with the property and the institution will consider whether to conduct a Phase One environmental audit prior to any such foreclosure.

In no case shall the Institution take any actions which result in it being deemed to have "participated in the management" of a business located on real property collateral, as defined by the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA).

No representative of the Institution is authorized to make any direct or Board level decisions about the manufacture, management, disposal, remediation, cleanup, recovery or processing of any chemical or chemical process of a company in which he or she is participating on behalf of the Institution. Management involvement and Director participation by Institution personnel shall be at their sole discretion and the Institution shall seek indemnification against any environmental liabilities incurred by such personnel.

Responsibility
The Officers Loan Committee (or other specified senior manager) shall have the responsibility for implementing and documenting the policy, procedures and training programs specified by this Policy. All procedures, training programs and documentation are to be reviewed at least once a year, signed and dated.

It shall be the responsibility of the Board of Directors to approve any changes in this Policy and the Officers Loan Committee and the Board of Directors shall review this Policy on an annual basis.

Environmental Information Vendors and Consultants 
All consultants that perform environmental investigations utilized in the Institution's environmental risk analysis must be on a list approved by the Officers Loan Committee and reviewed annually. Such consultants shall have the demonstrated ability to perform Phase One site assessments that meet, or exceed, ASTM standard E1527-05.

Review of Policy
The Board of Directors shall review this policy at least annually, making such revisions and amendments, as it deems appropriate. 

Fair Credit Reporting Act – Accuracy and Integrity of Information Policy

Promoting the Accuracy and Integrity of Information.  It is the policy of FURST Financial Institution (the “Institution”) to promote the accuracy and integrity of furnished information as defined in Subpart E to Regulation V.   

The Institution engages in the following business activities: (enter general description).  The Institution furnishes information to consumer reporting agencies on a (insert frequency or indicate “as necessary”) basis.  Information is furnished in order to establish whether the consumer meets the necessary criteria to enter into a relationship or to maintain, increase, extend or renew an existing relationship.  The Institution utilizes the following systems and software to furnish information to consumer reporting agencies in an electronic manner: (insert hardware and software applications and a brief description of each).

In accordance with Regulation V and Appendix E of the regulation, the Institution has established implementing procedures to this policy to promote the accuracy and integrity of information furnished to consumer reporting agencies. The Institution’s procedures are designed to ensure that information furnished to consumer reporting agencies: 

· Identifies the appropriate consumer,

· Properly reflects the terms and liabilities of the consumer’s accounts and other relationships, 

· Correctly reflects consumer conduct and performance with respect to their accounts and other relationships,

· Is corroborated by the Institution’s records at the time the information is furnished,

· Is furnished to the consumer reporting agencies in a form and manner that is designed to minimize the likelihood that the information may be reflected incorrectly in the consumer report, and

· Includes credit limits where applicable and available.

Training.  Relevant employees will be trained on at least an annual basis concerning this policy, implementing procedures and internal controls. 
Officer Designation.  The Board of Directors of the Institution designates (state Officer Title) with oversight responsibility for the requirements of Subpart E of Regulation V; drafting and implementation of procedures to implement the Accuracy and Integrity of Information requirements; and periodic evaluation of the Institution’s policy, procedures and practices.

Internal Audit Role.  On an annual basis, the Internal Audit Department of the Institution will be tasked with testing of compliance and quality control of the Accuracy and Integrity procedures, and shall report to the (Board of Directors or Audit Committee of the Board).

The Board of Directors shall review and approve this policy on an annual basis.

Fair Credit Reporting Act (including FACT Act) Policy
General Policy. It is the policy of FURST Institution (“the Institution”) to comply with all provisions of the Fair Credit Reporting Act (“FCRA”), the amendments thereto contained within the Fair and Accurate Credit Transactions Act (“FACTA”) and the Dodd-Frank Wall Street Reform and Consumer Protection Act, and the implementing rules contained in Regulation V. 

Obtaining Consumer Reports. The Institution shall obtain a consumer report only under circumstances permitted in FCRA. These include:

· In connection with a credit transaction involving the consumer;

· For employment purposes (with the appropriate separate consent);

· In connection with the underwriting of insurance involving the consumer;

· When the Institution otherwise has a legitimate business need for the report in connection with a business transaction initiated by the consumer;

· In order to review a credit account to determine whether the consumer continues to meet the terms of the account;

· As potential investor or servicer, in connection with a valuation of, or assessment of the credit or repayment risks associated with, an existing credit obligation.

No one connected with the Institution shall procure a consumer report on any consumer for any purpose other than the Institution’s business. 

Disclosure of Contents of Consumer Report. No one connected with the Institution shall disclose anything from a consumer report the Institution has procured or otherwise has in its custody except as permitted or required by law.

The Institution shall take all action necessary to insure that it remains only a "user" of such information, never a "consumer reporting agency" as those terms are defined in that act.  

All requests by persons or entities outside the Institution for credit information about consumers shall be referred to the ________________ department of the Institution, which shall be the sole authorized source of such information for outsiders. (All other institution employees who may have or come into possession of such information shall decline to release it to anyone outside the Institution.)  That department shall handle such requests in accordance with standard procedures, which have been approved in advance by the Board.  Any deviations from such procedures must be approved in advance in writing by the ___________________.

Opt-outs from Affiliate Information Sharing for Marketing.  If the Institution intends to share any information about a consumer with an affiliate of the Institution for marketing purposes, the Institution shall clearly and conspicuously disclose to the consumer that such information sharing may be done unless the consumer opts out, and shall provide the consumer with a simple method to opt out. The opt-out shall be effective [forever]/[for a period of five years] unless the consumer revokes the opt-out. The only exceptions to this provision of the policy are:

· marketing to a consumer with whom the affiliate has a pre-existing business relationship;

· using the information to facilitate communications to an employee benefit plan participant or in performing other services for the consumer’s employer related to the employment relationship;

· using the information to perform services on behalf of an affiliate, provided the affiliate would be permitted to send the solicitation itself;

· responding to a communication initiated by the consumer or to a solicitation authorized or requested by the consumer; or

· when required to be in compliance with state insurance laws pertaining to unfair discrimination in a state in which the Institution is lawfully doing business.

Prescreened Offers of Credit or Insurance. The Institution shall make any prescreened offers of credit or insurance to consumers only in accordance with the provisions of the FCRA. Specifically, the Institution shall make such offers conditioned only upon the consumer continuing to meet the standards the Institution provided to the consumer reporting agency to generate the prescreened list.  Further, the Institution shall provide the disclosure required in prescreened list solicitations concerning meeting the prescreening criteria and the consumer’s ability to opt out of future prescreened lists.

Accuracy and Integrity of Information Reported.  Please refer to the Institution’s Accuracy and Integrity of Information Policy.
Reporting Negative Information.  The Institution shall give each consumer borrower a copy of Federal Reserve Model Form B-1, regarding furnishing of negative information to credit bureaus, at the time the consumer’s loan is closed.  The Institution will not include that disclosure with mailings to any persons, to whom it is forbidden by law to send collection communications, such as by the automatic stay in bankruptcy.

Disposal of Consumer Information. The Institution shall ensure the complete destruction, beyond possibility of recovery by unauthorized persons, of any records containing consumer information that are no longer intended to be retained by the Institution for its business purposes.

Adverse Action Notices. Please refer to the Institution’s Adverse Action Policy. 

Risk-Based Pricing Notice.  The Institution has determined that it will use risk-based pricing for (none/some/all) (select one) of its credit products and will: 

(Select A or B)

A) determine which consumers will receive the risk-based pricing notice using the (case-by-case method/proxy method/tiered-pricing method)(select one)
OR

B) deliver the appropriate alternate credit score disclosure to all consumer customers.

The Institution (will/does not) (select one) use credit scores in determining pricing for consumer credit.

Notice to Home Loan Applicants (Credit Scores on 1-4 Family Dwelling Loans). 

(Select one paragraph only if you obtain a credit score; if not, delete this section)

Option A (when the Institution uses the H-1 or H-6 risk-based pricing notice forms for dwelling secured consumer loans):
Whenever the Institution processes an application from a consumer for a loan secured by a 1-4 family residence, whether open- or closed-end, and whether secured by a first or junior lien, if the Institution obtains or generates a credit score, then the Institution shall provide each consumer whose credit score was obtained the Notice to Home Loan Applicant as prescribed by the regulation. The Notice to Home Loan Applicant is given to all such applicants regardless of whether the loan is closed. 

Option B (when the Institution uses H-3 alternate credit score disclosure for dwelling secured consumer loans):

The Institution uses the H-3 alternate credit score disclosure, which incorporates the Notice to Home Loan Applicant.  A separate Notice to Home Loan Applicant is not required to be given by the Institution unless the loan does not close. However, the Notice to Home Loan Applicant must be given to all such applicants if the loan does not close.

Use of Medical Information in Credit Decisions. The Institution does not obtain or use medical information on any consumer in connection with any determination of the consumer’s eligibility, or continued eligibility, for credit.

Employee Misconduct Investigations. If the Institution obtains what might otherwise be deemed a consumer report under FCRA but the information is obtained in the Institution’s capacity as the employer of the consumer in question in connection with an investigation of:

· Suspected misconduct relating to employment; or

· Compliance with federal, state, or local laws and regulations, the rules of any self-regulatory organization, or any pre-existing written policies of the Institution; and

· The information is not obtained for purposes of investigating the consumer’s credit worthiness, credit standing, or credit capacity; and

· The information is not provided to anyone except:

· the institution, or any agent of the institution;

· any federal or state officer, department or agency, or any officer, agency or department of a unit of local government;

· any self-regulatory organization with authority over the activities of the Institution or the employee;

· as otherwise required by law or permitted by FCRA section 608;
then, after taking adverse action, the Institution shall disclose to the consumer a summary containing the nature and substance of the information upon which the adverse action was based, omitting the source(s) of the information.

Identity Theft Prevention Program.  Please refer to the Institution’s Identity Theft Prevention Program Policy, contained in a separate policy, for additional policy statements.
Fair Debt Collection Practices Act Policy

It is the policy of the FURST Financial Institution (“the Institution”) to handle its debt collection activities in such a manner that the Institution will not be classified as a debt collector of consumer debt under the provisions of the Fair Debt Collection Practices Act.  Accordingly, the Institution will: 

· Use only its own employees to collect debts of the Institution;

· Conduct its collection efforts only in the Institution’s name;

· Collect only those debts which the Institution originated (including debts the Institution originated and sold but still services, but excluding debts the Institution services but did not originate); and

· If the Institution chooses to utilize an outside collection agency, the agency must provide satisfactory proof of being licensed as a debt collector in all 50 states plus the Commonwealth of Puerto Rico.

The Institution may take collection action on debts that were not in default when obtained by the institution; debts obtained as a secured party in a commercial transaction, such as consumer loans pledged as collateral in a commercial transaction; or debts where the Institution acts as a trustee, guardian, or other fiduciary capacity.

The Board of Directors appoints [Insert TITLE of individual] to implement this policy.   Semi-annually, the Institution will verify that its loan collection activities fall within one or more of the stated exemptions and that these activities comply generally with the criteria imposed on debt collectors by the Act.  The Institution will also train all employees engaged in debt collection activities with the exemption requirements and will document all training activities and monitoring functions.  [Insert TITLE of individual] shall report to the Board of Directors at least annually, concerning compliance with this policy.
Fair Lending Policy

It is the policy of FURST Financial Institution (the “institution”) to comply with all aspects and requirements of the Fair Housing Act, Equal Credit Opportunity Act, Community Reinvestment Act, Home Mortgage Disclosure Act and, to the extent applicable, the Servicemembers Civil Relief Act and the John Warner National Defense Authorization Act, and all equal opportunity laws of the United States and the State of _______________ as they apply to the business and operations of the institution.  Specifically, it is and shall be the policy of the institution not to discriminate against any person based upon race or color, national origin, religion, sex, marital or familial status, age (provided the applicant has the capacity to contract as determined under the law of the State of _______________), handicap (physical or mental), receipt of public assistance, or the good faith exercise of rights under the Federal Consumer Credit Protection Act, in any aspect of a residential real estate transaction, including, but not limited to:  Making loans to buy, build, repair, or improve a dwelling; purchasing real estate loans; selling, brokering, or appraising residential real estate; and selling or renting a dwelling.  No person shall be discouraged from applying to the institution for any product or service and all applicants shall be provided the assistance that they require in the preparation and processing of an application to a successful conclusion. The credit standards of FURST Financial Institution shall be applied equally to all credit applicants.  Management shall establish a function to review the application of any member of a protected class (in those instances where it is appropriate to obtain demographic information about a customer) whose application has been turned down to assure that the institution's credit standards were not applied more stringently than to applicants who are not members of a protected class. 
The institution shall display the Fair Housing Act poster in the lobby of its main office and all of its branches and in each area of its facilities that is specifically designated for the purpose of dealing with residential loan applicants.  In the event the institution becomes the owner of residential real estate through foreclosure or otherwise, it shall not discriminate on an improper basis in the sale or leasing of the property or in the advertising for the sale or lease of the property.

Where it is found by the institution, court, or any federal or state department, agency, division, or branch of government that the institution has previously discriminated against persons under the Fair Housing Act, Equal Credit Opportunity Act, or any other equal opportunity law(s) of the United States or the State of _______________, it is and it shall be the policy of the institution to take affirmative action to overcome the effects of prior discrimination and discriminatory practices.

The institution shall devote special attention to the credit needs of the low- and moderate-income neighborhoods within its community (as defined in its Community Reinvestment Act Policy and CRA Statement).  To the extent possible, consistent with safety and soundness, the institution shall make credit available to residents and owners of small businesses [and small farms] within such low- and moderate-income neighborhoods on more favorable terms than it otherwise would generally offer. 

The advertising of the institution and all of the institution’s communications to the public shall be designed to make all of the institution’s customers and potential customers aware not only that the institution does not discriminate on any of the prohibited bases, but that the institution encourages an opportunity to have a banking relationship with every member of the community.  Additionally, in all of the institution’s advertising of loan products designed to be secured by residential real estate, the fair housing symbol and words “Equal Housing Lender” shall be prominently displayed.

For all applications for credit to be secured by a dwelling that the institution receives, the applicant shall be advised in writing of their right to receive a copy of the institution’s appraisal of the dwelling. All applicants for credit who are turned down by the institution shall receive an appropriate, timely, notice of adverse action.

The chief executive officer of the institution is hereby given direct, individual responsibility for implementing this policy in all of the institution's activities.  Under the direction of the chief executive officer, the compliance officer shall develop procedures for implementing this policy as well as compliance audit programs to determine that the procedures are being followed.  The compliance officer shall also perform statistical analyses of the demographics of the institution's loan applicants, loan approvals and loan rejections to determine if there is any inadvertent discrimination on a prohibited basis in institution's lending activities.  The compliance officer shall report to the board of directors at least quarterly regarding the institution's compliance with this policy.

The institution's training department shall provide appropriate training and education to all employees regarding this policy, affirmative actions that employees must take, actions that employees must avoid, and actions that could constitute inadvertent violations of the institution's policy.  The education programs shall include sensitivity training as necessary.  The training program shall also educate all employees regarding the requirements of this policy and any amendments to it, as well as train personnel on procedures to implement the policy.
Flood Insurance Policy

It is the policy of FURST Financial Institution to comply with all Federal laws, the requirements of the Biggert-Waters Flood Insurance Reform Act of 2012, Regulation H of the Board of Governors of the Federal Reserve and the rules of the Federal Emergency Management Agency relative to the requirements for flood insurance when the institution approves an application for and/or makes a loan secured by real estate on which there is a structure or secured by a mobile home. No loan shall be made, increased, extended, or renewed if it is secured by improved real estate or a manufactured home located or to be located in a special flood hazard area (SFHA), unless flood insurance is purchased for the property securing the loan.  All flood determinations shall be prepared by a third party for the institution and shall provide for life of loan coverage.  The institution shall review the cost and quality of the third-party service provider at least once every three years.

When the institution approves a loan to be secured by either real property on which there is a structure or secured by a mobile home, the institution shall request a flood determination from its flood determination vendor.  If the flood determination indicates that the structure on the property or the mobile home is not in a flood hazard area, then a copy of the determination shall be retained in the loan file.  If the flood hazard determination indicates that the structure or the mobile home is in a flood hazard area, the institution shall promptly, but no less than ten (10) days in advance of loan consummation, notify the loan applicant in writing of that fact and that the institution will require flood hazard insurance on the property.  The institution will obtain the applicant’s written acknowledgment of the receipt of the letter.  Both the flood hazard determination and the acknowledgment letter shall be maintained in the loan file.

Prior to closing a loan where flood insurance is required, the institution shall require that the borrower provide evidence of flood insurance in an amount equal to at least the lesser of the loan amount, the replacement cost value of the structure(s) or mobile home, or the amount of insurance that is available through the National Flood Insurance Program.  The institution shall be named as a loss payee on the policy as its interest may appear.  If the loan is a construction loan and there will be a substantial delay in the commencement of construction after the closing of the loan, the institution may allow the borrower to delay providing the insurance policy until construction is ready to commence.  

At all times that the institution has a mortgage or security interest on property or a mobile home that is in a flood hazard area, it shall require that the flood insurance remain in full force and effect.  If a borrower shall allow a flood insurance policy to lapse, or if the institution is notified that property that was not previously in a flood hazard area is now in such an area because of a map change or otherwise, the institution shall immediately after such lapse or notice notify the borrower in writing that the borrower has 45 days from the date of the letter to provide flood hazard insurance in the amount that the institution requires.  At the end of the 45 day period, if the borrower has not provided the requisite insurance, the institution shall force place the coverage and charge the borrower in accordance with the mortgage or security agreement provisions.

If the institution makes a loan on residential property on which the institution maintains an escrow, the institution will include the flood insurance premium in the escrow calculation.

Whenever the institution renews, extends or increases an existing loan secured by real property on which there is a structure or secured by a mobile home, the institution shall request a new flood determination, provided that if the prior flood determination is not more than seven years old, it was documented on the form required by FEMA at the time that it was done, and the institution has not received any notice from the flood determination company under its life of loan obligation of a change in the flood map relative to the property, then the institution may rely on the prior determination.  If the property is in a flood hazard area, the institution shall send the notice to the customer and require the customer’s written acknowledgment of the letter and shall require flood insurance to the same extent as the requirement for a new loan.

If flood insurance on the property is not available, the loan must be presented to the board’s loan and investment committee and the committee shall be so advised at the time that the loan request is being considered, that flood insurance is not available.  The committee shall take the uninsured flood risk into consideration in its deliberations.

If the institution shall transfer the servicing of a loan on which there is flood insurance, the institution shall notify the company that issued the insurance policy of the name and contact information for the new loan servicer.
Force-Placement Policy (Hazard Insurance)
It is the policy of FURST Financial Institution (the “Institution”) to follow the mortgage loan servicing requirements as set forth in the Real Estate Settlement Procedures Act (“RESPA”), the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.

The Institution requires property insurance, otherwise known as hazard insurance, for all consumer purpose, dwelling secured loans and lines of credit, and adheres to the force-placed insurance provisions and procedures contained in the Real Estate Settlement Procedures Act and Regulation X, at 12 CFR 1024 regardless of whether or not the hazard insurance is required to be escrowed by regulation or by the Institution’s policy or on a voluntary basis, and whether or not an escrow account is established for the purpose of collecting and disbursing funds to pay hazard insurance premiums.
Hazard insurance is force-placed, when the Institution obtains hazard insurance on behalf of the owner or assignee of a mortgage loan that insures the property securing that loan.  Force-placed hazard insurance does not include flood insurance required by the Flood Disaster Protection Act of 1973; does not include hazard insurance the borrower obtained but that is renewed by the Institution as servicer of the loan pursuant to escrow account servicing; and does not include hazard insurance the borrower obtained but the servicer renewed at its discretion, although not required to do so.
It is the policy of the Institution not to assess on a borrower a premium charge or fee related to force-placed insurance unless the Institution has a reasonable basis to believe that the borrower has failed to comply with the mortgage loan contract’s requirement to maintain hazard insurance.
In the event that the Institution has reason to believe that the borrower has failed to maintain hazard insurance, the Institution will comply with the notice and timing requirements of RESPA section 12 CFR 1024.37.

The Board designates the Institution’s Compliance Officer to monitor ongoing compliance with this policy, and to identify any areas in which the policy needs to be amended or changes made to be consistent with regulatory mandates. The Compliance Officer will also be charged with establishing and implementing procedures in conjunction with this policy and with providing necessary training to pertinent staff.
At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee, with any changes recommended to the Board of Directors at its meeting immediately following the annual review of the policy.
Foreign Corrupt Practices Act Policy

It is the policy of FURST Financial Institution to prohibit any employee, officer, director, or shareholder from corruptly offering anything of value or making an improper or illegal payment, such as a bribe, kickback, or loan, to the following:

· Foreign government officials
· Officials of a foreign government instrumentally
· Foreign political party or officials of such party
· Candidate for foreign political office or

· To a person that the institution believes will give such money to those foreign officials.

The purpose of this policy is to prevent anyone working for or on behalf of the institution from illegally influencing an act or decision (including a decision not to act) of a foreign official or political candidate, or inducing a foreign official or candidate to use his or her influence to affect or influence an act or decision of the foreign government or instrumentality, in order to assist the institution in obtaining, retaining, or directing business for itself or another person.

The institution will establish adequate internal controls to prevent the illegal use of institution funds in the manner described above, including the use of "off-the-book" institution accounts in order to circumvent internal accounting controls and prevent detection.  FURST Financial Institution will also periodically audit institution transactions to determine whether there are any that might violate the Foreign Corrupt Practices Act.

This policy will be communicated to all persons working for or on behalf of FURST Financial Institution.

Identity Theft Prevention “Red Flags” Policy

It is the policy of FURST Financial Institution (“the institution”) to comply with the Fair Credit Reporting Act’s (“FCRA”) Identity Theft Red Flags provisions and to implement a risk-based program that will detect, prevent, and mitigate the risk of identity theft in connection with both the opening of covered accounts and any existing covered accounts.  

Oversight, development, implementation, and administration of this policy and its implementing program and procedures will be the responsibility of __________________________ [the Board of Directors/a specific committee of the Board/an individual at the senior management level].  The program and procedures must be reduced to writing and may incorporate existing policies, procedures, and processes that are designed to control any foreseeable risk to customers or to the safety and soundness of the institution.  Guidelines included in Appendix J and Supplement A of the _________’s [enter name of regulatory agency], as well as Subpart I and Appendix M of the Consumer Financial Protection Bureau’s FCRA regulation must be considered when developing the institution’s program and procedures. 

This risk-based program must be appropriate to the size and complexity of the institution as well as the nature and scope of its activities.  Policies and procedures to address the following must be incorporated into the program:

(1) Conduct a risk assessment of all “accounts” that are offered and maintained ______________ [annually/semi-annually] to determine which accounts meet the definition of a “covered account.”  (The terms "account" and "covered account" are defined below.)  Business accounts must be included in the assessment to determine whether any foreseeable identity theft risk exists.  The assessment must consider the methods used to open accounts, the methods used to access accounts, and the institution’s previous experience with identity theft. 

“Account” means a continuing relationship established by a person with a financial institution or creditor to obtain a product or service for personal, family, or household purposes or business purposes.  Accounts include extensions of credit and deposit accounts.

“Covered account” means:

· an account that a financial institution or creditor offers or maintains primarily for personal, family, or household purposes that involves or is designed to permit multiple payments or transactions, such as a credit card account, mortgage loan, automobile loan, margin account, checking account, or savings account; and 

· any other account that the financial institution or creditor offers or maintains “for which there is a reasonably foreseeable risk to customers or to the safety and soundness of the financial institution or creditor from identity theft, including financial, operational, compliance, reputation, or litigation risks.” 

(2) Identify relevant red flags for identity theft for covered accounts using the regulation’s Appendix J and Supplement A as well as Subpart I and Appendix M of the Consumer Financial Protection Bureau’s FCRA regulation, and other sources as a guide and incorporate those flags into the program. 

(3) Detect the identified red flags incorporated into the program.

(4) Respond appropriately to any red flags that are detected to prevent and mitigate identity theft. 

(5) Review and update the program ______________ [annually/semi-annually] to reflect changes in risk to customers or to the safety and soundness of the institution from identity theft.

(6) Oversee any arrangement in which an activity related to one or more covered accounts is outsourced to a third-party “service provider” to ensure that the provider has reasonable policies and procedures in place to detect, prevent, and mitigate the risk of identity theft.  A service provider means “a person that provides a service directly to the institution.” 

The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of the board of directors at its next regular meeting following completion of the audit.
Training must be conducted at least annually to ensure that all relevant institution personnel are aware of and understand the institution’s identity theft policy and its implementing program and procedures.  More frequent training and/or updates shall be provided as deemed necessary by __________________________ [the Board of Directors/a specific committee of the Board/an individual at the senior management level].  

Approval of the [initial/initial and any updates to the (Note: only the initial program is required to be board approved)] written program will be obtained from the board of directors or an appropriate board committee. 
Internal Revenue Service Compliance Policy

It is the policy of FURST Financial Institution (the "Institution") to comply with all requirements imposed on the Institution by the Internal Revenue Code, Treasury Regulations, and other Internal Revenue Service (IRS) guidance and instructions.  In particular, it is the Institution's policy to file all IRS reports required of the Institution in a complete and timely manner.  The Institution shall also monitor changes in IRS requirements affecting institutions and modify the Institution's procedures accordingly.

Often the transactions of the Institution's customers have tax consequences to the particular customers. It is the policy of the Institution not to provide tax advice to customers regarding their transactions, but to recommend that the customer obtain the advice of a competent tax attorney, certified public accountant, or other qualified professional as necessary.

Internet Banking Policy

It is the policy of FURST Financial Institution to offer Internet Banking services to its customers in a safe, sound, and cost-effective manner, while maintaining compliance with both the letter and the spirit of all applicable laws, regulations, and regulatory pronouncements governing the delivery of such services.  For purposes of this policy, Internet Banking services shall be restricted to include only the advertising and promotion of products, the processing of customer requests for transfers of funds between accounts, the electronic payment of bills, and the delivery of customer account information through customer initiated inquiries.

Administration

(Insert title of Senior Officer Responsible) is responsible for the ongoing maintenance of Internet Banking related operating systems and the creation of appropriate operating policies and procedures necessary to conduct the business of the institution within the scope of this policy.

System Access/Integrity

Periodic risk assessments shall be conducted to address new security threats to customer online accounts, and shall occur as new information becomes available, prior to implementing new electronic financial services, or at least every twelve months.  Internet hardware and software systems shall be controlled and protected in a manner that ensures compliance with safe and sound banking industry standards for hardware and software security, and applicable regulatory pronouncements as issued.  Individuals will be allowed access to Internet systems based upon user identification, password and other access filters or controls deemed appropriate, dependent upon the nature of the system accessed and the transaction requested.  Layered security protocols, through the use of different controls at different points in the transaction process, will be employed for high risk transactions.  User Identification, Password, or alternate access control devices or codes, are to be issued in a controlled manner in accordance with written policies and procedures that ensure issuance only to properly authorized individuals who have entered into appropriate contracts for Internet services and have acknowledged receipt of required disclosures.

Customer Agreements

Access to the institution’s Internet site containing general information about the institution and about services available will be open to all Internet users without need of prior institution authorization.  Access to account inquiry or transfer functions will require prior execution of an appropriate agreement between the institution and the customer for Internet banking services.  If the customer is not an individual, it will also require authorizing resolutions of the governing body of the customer.  The agreement will require approved users to use appropriate combinations of user identification, password, or other access devices or codes to gain access to Internet banking features.  Access to bill paying services will be granted only after execution of an appropriate bill paying agreement between the institution and the customer, and the issuance of appropriate customer identification/access codes or devices.

Regulatory Compliance Considerations

The Internet site will be maintained in conformance with disclosure, advertising and operational requirements imposed by the Truth in Saving Act (Federal Reserve Regulation DD), the Truth in Lending Act (Federal Reserve Regulation Z), the advertising rules and regulations of the Federal Deposit Insurance Corporation, and the advertising rules of HUD.  The institution shall also publish in a prominent fashion its current policy with regard to the privacy of information collected through
Internet site operations.  This policy will be posted in advance of requesting information from any person visiting the Internet site.  When the institution publishes its privacy notice (and opt-out notice, if required), it shall also be posted in a prominent place on the Internet site.

The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of the board of directors at its next regular meeting following completion of the audit.
Selection of Vendors

FURST Financial Institution shall follow the guidance of the Federal Financial Institution Examination Council (FFIEC) in the selection of hardware, software, and other vendors for the operation of its Internet site.  The institution will review the financial integrity of all proposed vendors, as well as the vendors’ product capabilities.  FURST Financial Institution will also review the compatibility of any new automation products or services with the automation products and services that it presently employs.

Backup

The institution will ensure that there is an appropriate backup and disaster recovery arrangement for all critical Internet related banking functions, and that backup and disaster recovery arrangements are appropriately maintained and tested from time to time.

Security of Other Systems

There shall be firewalls or other types of security between the Internet banking system and its communication with any other automation systems of the institution to prevent access to the institution’s other systems in an unauthorized manner by anyone accessing the institution’s Internet site.  The systems shall have automated monitors that will show any instance of attempted intrusion.  An unauthorized intrusion into the institution’s systems could cause significant loss to the institution.  Accordingly, the security adopted to prevent such intrusion shall receive the appropriate priority, both in its selection and in its monitoring.

Record Retention

The Internet site shall be maintained in a manner that will allow for the reproduction of information displayed at the site for a period of at least two years after first put into use.  Records with regard to transactions generated through site operations will be maintained in accordance with the record keeping standards for the specific accounts accessed through the Internet system.

John Warner National Defense Authorization Act Policy (For Institutions that will not extend covered credit)
Background

The John Warner National Defense Authorization Act of 2007 (“The Act””) provides a number of protections to members of the United States military services and their dependents when they become obligated on defined types of covered consumer credit.  Concerned that certain types of loans, if not handled appropriately by lenders, can become a form of predatory lending, the government has set standards under Department of Defense implementing regulations for the John Warner Act which:

· Expand significantly the disclosures required in connection with covered credit,
· Establish certain standards with respect to the processing and underwriting of covered credit, and
· Limit certain terms and conditions which can be included in contracts for covered credit. 
Important Definitions

“Covered credit” includes closed-end consumer purpose credit extended in the form of:

· A “payday loan,”

· A “tax refund anticipation loan,” or

· A “vehicle title loan.”

“Payday loans” are closed-end loans with a term of 91 days or less in which the amount financed (as calculated under Regulation Z’s standards) does not exceed $2,000.  Furthermore, the covered borrower:

· Receives funds from the creditor,

· Is charged interest and/or a fee by the creditor, and
· Simultaneously with the receipt of funds either:

(1) Provides a check or other payment instrument to the creditor who agrees to not deposit or present the check/instrument for more than one day, or 

(2) Authorizes the creditor to debit his or her deposit account by electronic fund transfer or remotely created check after one or more days.  (Please note that this provision excludes the right of offset in the event of delinquency or default if allowed by State or other applicable law.)

“Tax refund anticipation loans” are defined as closed-end credit in which the covered borrower expressly grants the creditor the right to receive all or part of the borrower’s income tax refund or expressly agrees to repay the loan with the proceeds of the borrower’s refund.

“Vehicle title loans” are defined as closed-end loans with a term of 181 days or less that are secured by a title to a vehicle that has been registered and is owned by the covered borrower.  Excluded from the definition are purchase money loans to purchase or lease a vehicle where the credit is secured by the vehicle being purchased or leased.  
Policy

It is the policy of FURST Financial Institution not to extend credit which meets the definition of being covered credit under the Department of Defense regulations implementing The John Warner National Defense Authorization Act’s section 670 titled “Limitations on Terms of Consumer Credit Extended to Service Members and Dependents.”  More specifically, in order to avoid extending loans which might inadvertently meet one of the above definitions as “payday,” “tax refund anticipation,” or “vehicle title” loans, the following loan policy standards have been adopted by FURST Financial Institution:

· To avoid making “payday loans,” the institution will not make a consumer purpose, closed-end loan of $2,000.00 or less which has a term of less than 92 days, and which is set up at the time of loan funding to have repayment made by either:

· A check provided by the customer at the time funds are advanced or

· An authorization for electronic payment from an account at another financial institution.

· To avoid making “tax refund anticipation loans,” the institution will not make a consumer purpose, closed-end loan of any dollar amount or term where borrower expressly grants the institution the right to receive all or part of the borrower’s income tax refund or where the borrower expressly agrees to repay the loan with the proceeds of the borrower’s tax refund.
· To avoid making “vehicle title loans,” the institution will not make a non-purchase money, consumer purpose, closed-end loan that is secured by the title to a motor vehicle owned by the borrower if the term of the loan is less than 182 days.
These policy standards are absolute and cannot be waived.
John Warner National Defense Authorization Act Policy (For Institutions that extend covered credit)
Background

The John Warner National Defense Authorization Act of 2007 (“The Act””) provides a number of protections to members of the United States military services and their dependents when they become obligated on defined types of covered consumer credit.  Concerned that certain types of loans, if not handled appropriately by lenders, can become a form of predatory lending, the government has set standards under Department of Defense implementing regulations for the John Warner Act which:

· Expand significantly the disclosures required in connection with covered credit,
· Establish certain standards with respect to the processing and underwriting of covered credit, and
· Limit certain terms and conditions which can be included in contracts for covered credit. 
Important Definitions
“Covered credit” includes closed-end consumer purpose credit extended in the form of:

· A “payday loan,”

· A “tax refund anticipation loan,” or

· A “vehicle title loan.”

“Payday loans” are closed-end loans with a term of 91 days or less in which the amount financed (as calculated under Regulation Z’s standards) does not exceed $2,000.  Furthermore, the covered borrower:

· Receives funds from the creditor,

· Is charged interest and/or a fee by the creditor, and
· Simultaneously with the receipt of funds either:

(1) Provides a check or other payment instrument to the creditor who agrees to not deposit or present the check/instrument for more than one day, or 

(2) Authorizes the creditor to debit his or her deposit account by electronic fund transfer or remotely created check after one or more days.  (Please note that this provision excludes the right of offset in the event of delinquency or default if allowed by State or other applicable law.)

“Tax refund anticipation loans” are defined as closed-end credit in which the covered borrower expressly grants the creditor the right to receive all or part of the borrower’s income tax refund or expressly agrees to repay the loan with the proceeds of the borrower’s refund.

“Vehicle title loans” are defined as closed-end loans with a term of 181 days or less that are secured by a title to a vehicle that has been registered and is owned by the covered borrower.  Excluded from the definition are purchase money loans to purchase or lease a vehicle where the credit is secured by the vehicle being purchased or leased.  
Policy

It is the policy of FURST Financial Institution to comply fully with the requirements of the John Warner National Defense Authorization Act’s section 670 titled “Limitations on Terms of Consumer Credit Extended to Service Members and Dependents,” and with its implementing regulations as published from time to time by the Department of Defense.  Institution management is instructed to develop and maintain appropriate procedures and practices in this regard.  Procedures shall address at minimum:

· How covered credit will be identified,

· How the institution will determine if active duty military members or their dependents will be obligors on the loan,

· How the institution will document due diligence efforts in this regard,

· The providing of conforming disclosures for covered credit extended to covered persons, including the disclosure of an accurately calculated Military Annual Percentage Rate (“MAPR”),

· How the institution will ensure that covered credit extended to covered borrowers will never be extended with an MAPR in excess of the limit specified (currently 36%),

· How processing and underwriting of covered loans will be structured to meet the standards of the Act and its implementing regulations,

· How the institution will ensure that any non-conforming language in legal agreements used in connection with covered credit extended to covered persons will be removed or revised,

· How institution staff will be trained with regard to the institution’s standards in this area, and

· How periodic audit and other appropriate controls will be employed to assure ongoing compliance.

_________________ is hereby designated as being responsible for implementing any and all procedures needed to comply fully with the Act and its implementing regulations.  
Lead-Based Paint Disclosure Policy

It is the policy of FURST Financial Institution to comply with all requirements of HUD in disclosing to the purchaser or lessee (and its agent) of institution-owned target housing constructed prior to 1978, the existence of lead-based paint hazards in such housing, the hazards to exposure of lead-based paint, and the ways to avoid such exposure before they become obligated to purchase or lease housing that may contain lead-based paint.

The institution shall:
· Disclose any information that it has that lead-based paint and/or lead-based paint hazards exist in such housing.

· Provide any available records or reports regarding such information to buyers or lessees.

· Provide a federal pamphlet on lead-based paint hazards.

· Permit 10 days for buyers to conduct a lead-risk assessment or inspection as a condition under any purchase contract.

· Include required regulatory language in all sales and lease contracts concerning lead-based paint risks.

In mortgage transactions, the institution shall also take into consideration any impact on the value of collateral of residential priority covered by the lead-based paint rules.

Lockbox Policy

FURST Financial Institution recognizes both the fee generating potential for the institution of offering lockbox services to its commercial accounts and the beneficial service this activity provides its commercial customers. Providing lockbox services however, also presents operational, legal, and compliance risks to the institution, and therefore must be conducted carefully with controlled procedures designed to minimize the risk.  FURST Financial Institution appoints ______________, its Security Officer, to draft procedures to ensure that this service is provided in a sound and profitable manner.  
In conducting its lockbox operation, FURST Financial Institution shall ensure that appropriate safeguards are incorporated into the procedures, including the retrieval of checks from the daily mail, duel control over the processing and posting of checks, and appropriate background checks on employees working in the lockbox area.  FURST Financial Institution recognizes that in performing this operation it may come into contact with protected health information as defined in HIPAA and will ensure compliance with the safeguarding of this information as required under HIPAA through appropriate employee training, limiting access to this information to employees who work the lockbox function, and proper destruction of the information when the information is no longer needed.
Mobile Branch Policy

FURST Financial Institution has applied for and received authority to operate a mobile branch as a messenger service for the receipt of deposits from its customers and for the delivery of cash and other items to its customers.  It is the policy of FURST Financial Institution to operate its messenger service only within the geographic area defined within the mobile branch approval that it received.  FURST Financial Institution will maintain a log of operations of the messenger service, indicating the date and time, specific location, and a description of each stop (e.g., office, store, residence).

All operations of the messenger service will be performed with a vehicle and with security appropriate to the value of the deposits and deliveries that the messenger service is accommodating.  Management of FURST Financial Institution shall develop appropriate security procedures for the messenger service and shall periodically audit those procedures to verify that they are adequate and that they are being adhered to.
Any customer that requests the use of the institution's messenger service shall be required to place its deposit and the corresponding deposit slip in a locked or otherwise sealed and numbered bag approved by the institution.  The messenger service shall only accept deposits delivered to it in that manner.  Upon receipt of a bag from a customer, the messenger service shall provide the customer a receipt for the bag, noting the bag number, the time, date, and place of receipt.  The messenger service shall deliver all bags that it receives to a facility designated by the institution.  Upon receipt at the designated facility, each bag shall be opened and the deposited items counted and reconciled to the deposit slip.  If the deposit slip is accurate, a receipt for the deposit shall be provided to the customer.  If the deposit slip is not accurate, the employee reconciling the deposit shall call the customer and notify the customer of the inaccuracy.  If the inaccuracy is $________ or less and the customer agrees that the deposit slip was inaccurate, then the employee shall make a notation of the telephone call and shall provide the customer an accurate receipt for the deposit.  If the inaccuracy is greater than $_______ or if the customer does not agree with the inaccuracy, then the employee shall return the deposit to the bag, reseal or lock the bag and require that the customer come to the facility to verify the deposit.

If the messenger service shall deliver currency or coins to a customer, the messenger service shall obtain from the customer a signed receipt showing the amount of currency and coins delivered, and the time, date, and location of delivery.

Management of FURST Financial Institution shall assure that all appropriate insurance and bonds insuring FURST Financial Institution against loss shall include its mobile branch and that all persons involved in the operation of the mobile branch shall be appropriately bonded.
Mortgage Lending Policy
It is the policy of FURST Financial Institution to comply with the requirements of the Dodd-Frank Wall Street Reform and Consumer Protection Act and its implementing lending regulations.  It is the policy of FURST Financial Institution to determine upon receipt of a consumer mortgage loan application whether the applied for credit would constitute a Qualified Mortgage Loan, High-Cost Mortgage Loan or other dwelling secured extension of credit, consistent with regulatorily compliant consumer mortgage loan underwriting policies and procedures.

A Qualified Mortgage Loan is generally defined under Regulation Z (12 CFR 1026) as a consumer credit transaction secured by a dwelling, that is not a home equity line of credit, timeshare plan, reverse mortgage, temporary or “bridge” loan with a term of 12 months or less, or a construction phase of 12 months or less of a construction-to-permanent loan, and for which the creditor has made a reasonable and good faith determination at or before consummation that the consumer will have a reasonable ability to repay the loan according to its terms.  Further, a Qualified Mortgage Loan does not contain negative amortization, interest-only payments, or balloon payments features, nor exceed a total loan term of 30 years.  

It is the policy of FURST Financial Institution to determine a consumer mortgage loan applicant’s repayment ability according to the requirements of 12 CFR 1026.43 and all regulations referenced therein, as amended.

A High-Cost Mortgage Loan is generally defined under Regulation Z as any consumer credit transaction that is secured by the consumer’s principal dwelling, where the annual percentage rate exceeds the average prime offer rate for a comparable transaction by more than certain rate spread percentages or certain total points and fees percentage or dollar amount thresholds defined under 12 CFR 1026.32 (as amended), and that is not a reverse mortgage, a transaction to finance the initial construction of a dwelling, a transaction originated by a Housing Finance Agency as creditor, or a transaction originated under the U.S. Department of Agriculture’s Rural Development Section 502 Direct Loan Program.  

It is the policy of FURST Financial Institution to adhere to the repayment ability requirements of 12 CFR 1026.34 (as amended) for open-end high-cost mortgages, and of 12 CFR 1026.43 (as amended) for closed-end high-cost mortgages.

It is the policy of FURST Financial Institution to follow and incorporate into its high-cost mortgage lending procedures the homeownership counseling requirements of RESPA (12 CFR 1024.20 as amended), and Regulation Z (12 CFR 1026.34, as amended)

The Board of Directors appoints [Insert TITLE of individual] to implement this policy, to implement training of pertinent personnel, and to report compliance with this policy to this board at least annually.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.
Mortgage Lending Policy (Alternate)

It is the policy of FURST Financial Institution to comply with the requirements of the Dodd-Frank Wall Street Reform and Consumer Protection Act and its implementing lending regulations.  It is the policy of FURST Financial Institution to extend dwelling-secured credit only on terms that would satisfy the Qualified Mortgage Loan requirements of the Truth in Lending Act.

Qualified Mortgage Loan

A Qualified Mortgage Loan is generally defined under Regulation Z (12 CFR 1026) as a consumer credit transaction secured by a dwelling, that is not a home equity line of credit, timeshare plan, reverse mortgage, temporary or “bridge” loan with a term of 12 months or less, or a construction phase of 12 months or less of a construction-to-permanent loan, and for which the creditor has made a reasonable and good faith determination at or before consummation that the consumer will have a reasonable ability to repay the loan according to its terms.  Further, a Qualified Mortgage Loan does not contain negative amortization, interest-only payments, or balloon payments features, nor exceed a total loan term of 30 years.  

It is the policy of FURST Financial Institution to determine a consumer mortgage loan applicant’s repayment ability according to the requirements of 12 CFR 1026.43 and all regulations referenced therein, as amended.

High-Cost Mortgage Loan

[INSERT EITHER OF THE FOLLOWING OPTIONS, AS APPLICABLE]

[OPTION 1]

It is the policy of FURST Financial Institution not to originate High-Cost Mortgage Loans.

[OR]

[OPTION 2]

It is the policy of FURST Financial Institution to extend dwelling-secured credit only on terms that would satisfy the High-Cost Mortgage Loan requirements of the Truth in Lending Act.

A High-Cost Mortgage Loan is generally defined under Regulation Z as any consumer credit transaction that is secured by the consumer’s principal dwelling, where the annual percentage rate exceeds the average prime offer rate for a comparable transaction by more than certain rate spread percentages or certain total points and fees percentage or dollar amount thresholds defined under 12 CFR 1026.32 (as amended), and that is not a reverse mortgage, a transaction to finance the initial construction of a dwelling, a transaction originated by a Housing Finance Agency as creditor, or a transaction originated under the U.S. Department of Agriculture’s Rural Development Section 502 Direct Loan Program.  

It is the policy of FURST Financial Institution to adhere to the repayment ability requirements of 12 CFR 1026.34 (as amended) for open-end high-cost mortgages, and of 12 CFR 1026.43 (as amended) for closed-end high-cost mortgages.

It is the policy of FURST Financial Institution to follow and incorporate into its high-cost mortgage lending procedures the homeownership counseling requirements of RESPA (12 CFR 1024.20 as amended), and Regulation Z (12 CFR 1026.34, as amended).

High-Cost Mortgage Loan Escrow Requirements
It is the policy of FURST Financial Institution to apply to the high-cost mortgage loans originated or serviced by the institution the escrow requirements as set forth in the Real Estate Settlement Procedures Act, the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, as may be defined by any future legislative changes, and according to the Institution’s Mortgage Loan Escrow Policy For Higher Priced Mortgage Loans.

[RESUME STANDARD POLICY LANGUAGE]

The Board of Directors appoints [Insert TITLE of individual] to implement this policy, to implement training of pertinent personnel, and to report compliance with this policy to this board at least annually.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.
Mortgage Loan Escrow Policy (Required for All Dwelling Secured Credit)
It is the policy of FURST Financial Institution (the “Institution”) to follow escrow requirements as set forth in the Real Estate Settlement Procedures Act, the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.

The Institution requires escrows for all consumer purpose, dwelling secured loans and lines of credit, and adheres to the escrow requirements and procedures contained in the Real Estate Settlement Procedures Act and Regulation X, at 12 CFR 1024, as well as to the requirements of the Truth in Lending Act and Regulation Z, 12 CFR 1026.

The Institution requires escrows on first lien principal dwelling secured higher priced mortgages as defined under 12 CFR 1026.35 (as amended) that it originates.  Per that regulation, once escrow is established for a higher priced mortgage, the escrow account may not be cancelled within the first 5 years after loan consummation.  Thereafter, the Institution may not cancel an escrow account pursuant to a consumer’s request unless the following conditions are satisfied:

(A)
The unpaid principal balance is less than 80 percent of the original value of the property securing the underlying debt obligation; and

(B)
The consumer currently is not delinquent or in default on the underlying debt obligation.

(INSERT ONE OF THE FOLLOWING OPTIONS)

It is the policy of the Institution regarding higher priced mortgages to permit the consumer to cancel escrow after five years, if the foregoing conditions are met.

(OR)

It is the policy of the Institution regarding higher priced mortgages to not permit the borrower to cancel escrow after five years.

The Board of Directors of the Institution designates the Chief Lending Officer to monitor ongoing compliance with this policy, and to identify any areas in which the policy needs to be amended or changes made to be consistent with regulatory mandates. The Chief Lending Officer will also be designated to establish procedures in conjunction with this policy.

The Board designates the Institution’s Compliance Officer to provide necessary training to the staff in order to be able to properly identify the types of loans that will require escrow so that the Institution maintains compliance with this policy.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee, with any changes recommended to the Board of Directors at its meeting immediately following the annual review of the policy.

Mortgage Loan Escrow Policy For Higher Priced Mortgage Loans (Applications taken on or after June 1, 2013)
It is the policy of FURST Financial Institution (the “Institution”) to follow escrow requirements as set forth in the Real Estate Settlement Procedures Act, the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.

The Institution only requires escrows on first lien principal dwelling secured higher priced mortgages as defined under 12 CFR 1026.35 (as amended) that it originates.  Per that regulation, once escrow is established for a higher priced mortgage, the escrow account may not be cancelled within the first 5 years after loan consummation.  Thereafter, the Institution may not cancel an escrow account pursuant to a consumer’s request unless the following conditions are satisfied:

(A)
The unpaid principal balance is less than 80 percent of the original value of the property securing the underlying debt obligation; and

(B)
The consumer currently is not delinquent or in default on the underlying debt obligation.
(INSERT ONE OF THE FOLLOWING OPTIONS)

It is the policy of the Institution to permit the consumer to cancel escrow after five years, if the foregoing conditions are met.

(OR)

It is the policy of the Institution to not permit the borrower to cancel escrow after five years.

The Board of Directors of the Institution designates the Chief Lending Officer to monitor ongoing compliance with this policy, and to identify any areas in which the policy needs to be amended or changes made to be consistent with regulatory mandates. The Chief Lending Officer will also be designated to establish procedures in conjunction with this policy.

The Board designates the Institution’s Compliance Officer to provide training necessary to the staff in order to be able to properly identify the types of loans that will require escrow so that the Institution maintains compliance with this policy.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee, with any changes recommended to the Board of Directors at its meeting immediately following the annual review of the policy.
Mortgage Loan Servicing Policy (For an institution that exceeds the small servicer threshold)

It is the policy of FURST Financial Institution (the “Institution”) to follow mortgage loan servicing requirements as set forth in the Real Estate Settlement Procedures Act (“RESPA”), the Truth In Lending Act (“TILA”), the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.  

Based on its size and operations, the Institution does not qualify for exemption as a “small servicer” under RESPA or TILA, which define “small servicer” as a servicer that services 5,000 mortgage loans or less and only services mortgage loans the servicer or an affiliate owns or originated, as evaluated based on the number of mortgage loans serviced by the Institution and any affiliates as of January 1 for the remainder of the calendar year.

The scope of this policy is limited to consumer purpose, dwelling-secured closed-end mortgage loans governed under RESPA and TILA.  Portions of this policy relating to RESPA’s early intervention, continuity of contact, loss mitigation procedural requirements, as well as TILA’s ARM disclosure and loan payment processing provisions, only apply to those mortgage loans secured by property that is the borrower’s principal residence.

RESPA

As required under RESPA, the Institution shall maintain this policy and formulate procedures reasonably designed to achieve the following objectives:

Generally

(1) Access and provide timely and accurate notices and disclosures to the borrower, and provide accurate and timely loan information to the borrower upon request; 
(2) Investigate, respond to, and, as appropriate, make corrections in response to borrower complaints;
(3) In the event the Institution retains servicing on a mortgage loan sold or assigned to another institution, provide owners or assignees of mortgage loans with accurate and current information and documents about all mortgage loans they own;

(4) Submit documents or filings required for a foreclosure process, which reflect accurate and current information and that comply with applicable law;

(5)
Upon notification of the death of a borrower, promptly identify and facilitate communication with the successor in interest of the deceased borrower with respect to the property secured by the deceased borrower’s mortgage loan;

Loss Mitigation

(6)
Properly evaluate loss mitigation applications by providing accurate information regarding mortgage loan loss mitigation options available to a borrower, specifically identifying all loss mitigation options for which the borrower may be eligible, while providing prompt access to all documents and information submitted by the borrower in connection with a loss mitigation option to Institution personnel that are assigned to assist the borrower;
(7) Identify documents and information that a borrower is required to submit to complete a loss mitigation application and provide the borrower timely and accurate notice of receipt;
(8)  Properly evaluate the borrower as loss mitigation applicant for all loss mitigation options for which the borrower may be eligible;
Oversight of Service Provider Compliance

(9) Provide appropriate personnel with access to accurate and current documents and information reflecting actions performed by service providers;
(10) Periodically review service providers, and provide appropriate Institution personnel with documents and information necessary to audit service provider compliance with the Institution’s contractual obligations and applicable law;
(11) Share accurate and current information regarding the status of any evaluation of a borrower’s loss mitigation application and the status of any foreclosure proceeding among appropriate Institution personnel, including any personnel assigned to the borrower’s mortgage loan account, and appropriate service provider personnel, including service provider personnel responsible for handling foreclosure proceedings;
Transfer of Information During Servicing Transfers

(12) As a transferor servicer, timely transfer all information and documents in the possession or control of the servicer relating to a transferred mortgage loan to a transferee servicer in a form and manner that ensures the accuracy of the information and documents transferred and that enables a transferee servicer to comply with the terms of the transferee servicer’s obligations to the owner or assignee of the mortgage loan and applicable law;
(13) As a transferee servicer, identify necessary documents or information that may not have been transferred by a transferor servicer and obtain such documents from the transferor servicer;
Error Resolution and Information Requests

(14) Inform borrowers of the Institution’s procedures for submitting written error resolution and information requests.
Force-placed Insurance

It is the policy of FURST Financial Institution to comply with the notice, timing, format, and content requirements of RESPA, section 1024.37 and as detailed in the Institution’s Hazard Insurance Force-Placement Policy.

Record Retention

It is the policy of FURST Financial Institution to comply with the mortgage loan servicing record retention requirements of RESPA by retaining records that document actions taken with respect to a borrower’s mortgage loan account until one year after the date a mortgage loan is discharged or servicing of a mortgage loan is transferred by the Institution to a transferee servicer, and by maintaining a servicing file on each mortgage loan account serviced by the Institution in a manner that enables the Institution to assemble the following documents and data into a servicing file within five days:
(i) A schedule of all transactions credited or debited to the mortgage loan account, including any escrow account and any suspense account;
(ii) A copy of the security instrument that establishes the lien securing the mortgage loan;
(iii) Any notes created by Institution personnel reflecting communications with the borrower about the mortgage loan account;
(iv) To the extent applicable, a report of the data fields relating to the borrower’s mortgage loan account created by the Institution’s electronic systems in connection with its servicing practices;

(v) Copies of any information or documents provided by the borrower to the Institution per the RESPA’s error resolution procedural requirements, and loss mitigation procedural requirements.
TRUTH IN LENDING ACT

To maintain compliance with TILA, the Institution shall maintain this policy and formulate procedures reasonably designed to achieve the following objectives pertaining to dwelling-secured consumer mortgage loans it owns and/or services:

(1) Provide borrowers a closed-end mortgage loan periodic statement satisfying the requirements of Regulation Z, section 1026.41 for each billing cycle, except where the transaction is:

(a)
A reverse mortgage;

(b)
A timeshare plan; or

(c)
A fixed-rate loan for which the Institution provides the borrower a coupon book that satisfies the disclosure requirements of Regulation Z, section 1026.41(e)(3);

(2) Provide timely and accurate interest rate adjustment and corresponding payment notices to borrowers of Adjustable Rate Mortgage (ARM) loans with terms of over one year, as required under Regulation Z, section 1026.20;

(3) Provide prompt crediting and payoff statements satisfying the requirements of Regulation Z, section 1026.36.

High-Cost Mortgage Loan Escrow Requirements

For high-cost mortgage loans FURST Financial Institution originates or services, it is the policy of the Institution to comply with the high-cost mortgage loan escrow requirements as set forth in the Real Estate Settlement Procedures Act, the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, as may be defined by any future legislative changes, and according to the Institution’s Mortgage Loan Escrow Policy For Higher Priced Mortgage Loans.

Housekeeping

The Board of Directors appoints [Insert TITLE of individual] to implement this policy, to implement training of pertinent personnel, and to report compliance with this policy to this board at least annually.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.
Mortgage Loan Servicing Policy (For an institution that qualifies as a small servicer)

It is the policy of FURST Financial Institution (the “Institution”) to follow mortgage loan servicing requirements as set forth in the Real Estate Settlement Procedures Act (“RESPA”), the Truth In Lending Act (“TILA”), the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.  
Based on its size and operations, the Institution qualifies for exemption as a “small servicer” under RESPA and TILA, which define “small servicer” as a servicer that services 5,000 mortgage loans or less and only services mortgage loans the servicer or an affiliate owns or originated, as evaluated based on the number of mortgage loans serviced by the Institution and any affiliates as of January 1 for the remainder of the calendar year.
RESPA

As a small servicer, this Institution is exempted from the following RESPA mortgage loan servicing provisions:
· 1024.38-General servicing policies, procedures, and requirements;

· 1024.39-Early intervention requirements for certain borrowers;

· 1024.40-Continuity of contact

· 1024.41-Loss mitigation procedures, except for section 1024.41(j), which states the following:  
(j) Small servicer requirements. A small servicer shall not make the first notice or filing required by applicable law for any judicial or non-judicial foreclosure process unless a borrower’s mortgage loan obligation is more than 120 days delinquent. A small servicer shall not make the first notice or filing required by applicable law for any judicial or non-judicial foreclosure process and shall not move for foreclosure judgment or order of sale, or conduct a foreclosure sale, if a borrower is performing pursuant to the terms of an agreement on a loss mitigation option.

As a small servicer, this Institution is not exempted from the following RESPA mortgage servicing provisions:

· 1024.30/31-Scope and Definitions;

· 1024.32-General disclosure requirements;

· 1024.33-Mortgage servicing transfers;

· 1024.34-Timely payments by servicer;

· 1024.35-Error resolution procedures;
· 1024.37-Force-placed insurance.  Under this provision, there is a limited exemption as to obtaining force-placed insurance in cases in which hazard insurance may be maintained through an escrow account, so long as any force-placed insurance purchased by the small servicer is less expensive to a borrower than the amount of any disbursement the servicer would have made to maintain hazard insurance coverage. 1024.17(k)(5)(iii).
TRUTH IN LENDING ACT
As a small servicer, this Institution is exempted from the following TILA mortgage loan servicing provision:
· 1026.41-Periodic billing statements on closed-end dwelling-secured loans.
As a small servicer, this Institution is not exempted from the following TILA mortgage servicing provisions:

· 1026.17-General disclosure requirements;

· 1026.20-Disclosure requirements regarding post-consummation events;

· 1026.36-Prohibited acts or practices in connection with credit secured by a dwelling.

High-Cost Mortgage Loan Escrow Requirements

For high-cost mortgage loans that FURST Financial Institution originates or services, it is the policy of the Institution to comply with the high-cost mortgage loan escrow requirements as set forth in the Real Estate Settlement Procedures Act, the Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, as may be defined by any future legislative changes, and according to the Institution’s Mortgage Loan Escrow Policy For Higher Priced Mortgage Loans.

Housekeeping

The Board of Directors appoints [Insert TITLE of individual] to implement this policy, to implement training of pertinent personnel, and to report compliance with this policy to this board at least annually.

At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.

Mutual Fund, Annuity and Insurance Sales Policy (When sales referred to third party)
It is, and shall be, the policy of FURST Financial Institution Securities and Insurance Company that its mutual fund, annuity and insurance sales activities, whether conducted directly by it, or indirectly by any means, shall be conducted at all times in full compliance with all applicable laws and regulations.  All mutual fund and securities sales procedures shall be designed to comply with the Rule of Fair Practice of the National Association of Securities Dealers to the extent applicable and to any applicable circulars, letters, rules, regulations, policy statements, and the like from the regulatory agencies having jurisdiction, as such materials may be amended from time to time.  All annuity and insurance sales practices shall comply with all federal and state laws pertaining to the sale of insurance products.

All retail non-deposit investment products and insurance products sold by FURST Financial Institution Securities shall first be reviewed by FURST Financial Institution Securities’ Chief Financial Officer and approved by that officer as appropriate investment or insurance products for its customers.  Thereafter, that product shall periodically be approved for continuing appropriateness for sale to customers.  No retail non-deposit investment or insurance products shall be sold by FURST Financial Institution Securities unless so approved.

All employees of FURST Financial Institution Securities shall have thorough product knowledge of the retail non-deposit investment and insurance products being sold and shall be trained in customer protection requirements.  Prior to any sale, the sales person shall obtain sufficient information from the customer to determine that the retail non-deposit investment or insurance product being sold is an appropriate investment or insurance for that customer.

All customers, prior to purchasing, or opening an account to purchase retail non-deposit investment or insurance products, shall be advised in writing that the retail non-deposit investment or insurance product is not FDIC insured, is not an obligation of FURST Financial Institution Securities or of FURST Financial Institution and is not guaranteed by FURST Financial Institution Securities or by FURST Financial Institution.  The customer shall acknowledge in writing that he or she has received the disclosure and understands its contents.  All customers purchasing insurance in conjunction with a loan from FURST Financial Institution shall also be advised in writing that the purchase of insurance through FURST Financial Institution Securities will not influence or affect the lending decision of FURST Financial Institution, nor will it affect the interest rate or other terms of any loan approved by FURST Financial Institution.

All retail non-deposit investment products and insurance products of FURST Financial Institution Securities shall be advertised and marketed in a manner to make it clear that they are not products of FURST Financial Institution, an affiliate of FURST Financial Institution Securities.  In particular, all advertising and promotional materials shall state that the products are not products of FURST Financial Institution, that they are not FDIC insured, that they have investment risk that includes loss of investment.  FURST Financial Institution Securities advertising and promotional materials shall not be displayed in any area of FURST Financial Institution in proximity to where deposits are taken.  In any advertising done by FURST Financial Institution Securities, in which the name of FURST Financial Institution is mentioned, the “Member FDIC” slogan shall not be shown.  If there are any joint employees of FURST Financial Institution and FURST Financial Institution Securities, such employees shall not be involved in both deposit taking and product sales.

Mutual Fund, Annuity and Insurance Sales Policy (When an institution conducts the sales)
It is and shall be the policy of FURST Financial Institution that all sales of mutual funds, annuities, securities and insurance shall be done through its affiliate FURST Financial Institution Securities and Insurance Company.  In that regard FURST Financial Institution shall exercise the following supervision over the activities of FURST Financial Institution Securities and Insurance Company as follows:

· In instances where the premises of FURST Financial Institution Securities are in the same building as a banking office of FURST Financial Institution, the premises of FURST Financial Institution Securities shall, to the extent practical, be separated from the premises of FURST Financial Institution.  In particular, the sales area of FURST Financial Institution Securities shall be separated thematically from the deposit taking area of FURST Financial Institution.

· Personnel selling products for FURST Financial Institution securities shall not have deposit taking duties with FURST Financial Institution.

· FURST Financial Institution Securities shall not place its advertising or promotional material in close proximity to or at the institution’s teller line or at customer service representative desks.  FURST Financial Institution Securities’ advertising and promotional materials may be displayed in the institution’s general lobby area and in FURST Financial Institution Securities’ own premises.

· That all customers, prior to purchasing, or opening an account to purchase retail non-deposit investment products from FURST Financial Institution Securities shall be advised that the product is not FDIC insured, is not an obligation of the institution, and is not guaranteed by the institution.  The customer shall further be advised that the product does involve investment risk, including the possible loss of principal.

· All retail non-deposit investment products sold by FURST Financial Institution Securities shall be reviewed by the institution’s Chief Financial Officer and approved by that officer as appropriate investment products for the institution’s customers.  Thereafter, that officer shall periodically review all non-deposit investment products previously approved for continuing appropriateness for sale to the institution’s customers.  No approved retained non-deposit investment product shall contain the institution’s name or similar name that would cause customer confusion.

· If FURST Financial Institution shall refer a loan customer to FURST Financial Institution Securities for an insurance product, it shall provide the customer a notice stating that the customer may obtain insurance from any source that the customer chooses and that purchasing insurance from FURST Financial Institution Securities will not influence the institution’s decision in the making of the loan, the interest rate or any other terms or conditions of the loan.

FURST Financial Institution shall periodically audit the activities of FURST Financial Institution Securities to assure itself that FURST Financial Institution Securities is operating in accordance with its policies and procedures and within the policy of FURST Financial Institution.  Any activities of FURST Financial Institution Securities that are not in keeping with this policy shall be reported promptly to the board of directors of FURST Financial Institution.
Mutual Fund, Annuity and Insurance Sales Policy (Alternate)
It is, and shall be, the policy of FURST Financial Institution ("the institution") that its mutual fund and annuity sales activities, whether conducted directly by the institution or indirectly by any means, shall be conducted at all times in full compliance with all applicable laws and regulations.  All sales procedures shall be structured to comply with the Rule of Fair Practice of the National Association of Securities Dealers to the extent applicable and to any applicable circulars, letters, rules, regulations, policy statements, and the like from the regulatory agencies having jurisdiction over the institution, as such materials may be amended from time to time.

The institution's ________________ is hereby appointed as the institution’s mutual funds sales supervising officer and is authorized and directed to develop appropriate procedures for the supervision of all mutual funds sales activities affiliated with the institution.  The officer shall audit compliance with the procedures and shall promptly report to the Audit Committee of the institution's Board of Directors any violation of such procedures.

The institution’s mutual funds sales supervising officer shall ensure that no mutual fund, the shares of which may be sold by the institution, has a name that is similar to the institution’s name.

In furtherance of its mutual funds sales efforts, the institution may make use of any information it obtains lawfully and not in a fiduciary capacity.

The location at which mutual funds are sold to the public shall be clearly separated (physically) and distinguished by signs and other means from those locations at which insured deposits are accepted.  No teller, customer service representative, or other employee of the institution who routinely accepts insured deposits on behalf of the institution shall sell or recommend the purchase of mutual funds to the public.

All advertising of mutual fund sales which includes the institution's name or reference to the institution shall be reviewed by said officer before it is published to ensure that it complies with all applicable laws, regulations, and policies of regulatory agencies having jurisdiction over the institution's activities.  In no event shall the sale of mutual funds be referenced in an advertisement for insured deposits, and if the institution's name is mentioned in an advertisement for mutual fund sales, no reference shall be made to its membership in the Federal Deposit Insurance Corporation.

The institution shall notify the institution's blanket bond carrier of the institution's plan to sell mutual funds and shall obtain written assurance that such activities (whether conducted directly or by third-party vendors) are covered by the bond.

Office of Foreign Assets Control Policy
It is the policy of FURST Financial Institution to comply with all United States laws, regulations, and orders regarding doing business with, maintaining accounts for, or handling transactions or monetary transfers for foreign countries or foreign nationals listed on the Office of Foreign Assets Control (OFAC) list of Special Designated Nationals and Blocked Entities.

Accordingly, FURST Financial Institution shall maintain a record of all accounts held by foreign nationals, foreign corporations, and foreign governments.  If the institution has an account from a foreign institution, which the foreign institution allows its customers to be signatory parties on, the institution shall require adequate identification, including a certification of nationality, of all such signatory parties.

FURST Financial Institution shall not open an account for, handle a transaction or monetary transfer for, or do business with any person, government, or other entity on the OFAC list of Specifically Designated Nationals and Blocked Entities.  If it is found that the institution has such an account or a customer of the institution is included on the list, all accounts of such a customer shall be blocked and held in accordance with instructions from the U.S. Treasury Department.

The institution's compliance officer shall be responsible for monitoring and reporting the institution's compliance with this policy and, at least semiannually, shall compare the list of foreign accounts of the institution with the OFAC list.  Further, commensurate with the institution’s risk profile, the compliance officer shall establish independent testing for compliance, and implement a training program for appropriate personnel.
Political Campaign Contribution Policy

It is the policy of FURST Financial Institution that it will not directly or indirectly contribute to the political campaign of any person running for elected office at the national, state, or local level.  The institution will make no direct contribution of money to any political candidate.  Additionally, the institution will not

· Make a loan to any political candidate or campaign committee on terms more favorable than it would make a similar loan to a member of the public, not a candidate for public office
· Provide services to any political candidate or campaign committee at a cost less than the institution's normal charge for those services
· Pay interest on a deposit of a political candidate or campaign committee at a rate higher than the institution's rate for similar deposits.

Management of the institution shall prepare appropriate procedures to implement this policy.

Prepaid Access Policy

It is the policy of FURST Financial Institution to implement a program for issuing stored value cards.  FURST Financial Institution will ensure that controls are designed and implemented to identify and manage risks associated with this product.  FURST Financial Institution also intends to comply with all regulations governing Prepaid Access, including the Bank Secrecy Act, Regulation E, Unfair, Deceptive or Abusive acts or practices, and any other guidance issued by a federal regulatory agency from time to time.

The sale of prepaid access products or services by the institution will involve careful consideration of the risks associated with each.  FURST Financial Institution will consider its exposure to the following: compliance risk, transactional risk, reputational risk, liquidity risk, credit risk, and strategic risk.  Internal controls and measures will be implemented to minimize FURST Financial Institution’s exposure to these risks.  Prior to providing services to a customer that sells prepaid access products, the institution will evaluate the customer under the institution’s Money Service Businesses Policy.
FURST Financial Institution is also committed to safeguarding its customers.  Thus, customers will be informed of their rights and responsibilities when using these cards.  

FURST Financial Institution will obtain the approval of the Board of Directors prior to adopting a stored value card program.
Private Mortgage Insurance Policy

FURST Financial Institution recognizes that private mortgage insurance provides a beneficial service to borrowers by assisting in the purchase of a residence in situations where the borrower may not have the required down-payment or may not be willing to pay the required down-payment.  Private Mortgage Insurance also provides the institution with additional security when making loans with higher loan to value ratios.  It is the policy of FURST Financial Institution to require private mortgage insurance on all residential mortgage loans where the loan to value ratio, as established by an appraisal performed in conformity with this institution’s appraisal policy, is greater than eighty percent (80%).

FURST Financial Institution recognizes the applicability of the Homeowner’s Protection Act for loans that contain private mortgage insurance and will comply with the act at all times.   ______________, Chief Credit Officer, shall implement procedures to 

· ensure compliance with the Homeowner’s Protection Act and that notices required under the act be provided in a timely manner,

· provide guidelines for handling of requests for early cancellation of PMI by borrowers, 

· provide direction on handling PMI on delinquent accounts on and after the cancellation date or automatic termination date,

· provide direction on termination of PMI on high risk loans

If any customer complaints about private mortgage insurance are received at the institution the ______________ shall be informed and direct any required investigation and response to the complaint.  It shall be the responsibility of the Compliance Officer to advise the management of the institution of any pending new laws, regulations or changes in existing laws or regulations that may impact any element of this policy.

Protecting Tenants at Foreclosure Policy TC "Protecting Tenants at Foreclosure Policy" \f C \l "1" 
It is the policy of the Institution (the “Institution”) to follow the Protecting Tenants at Foreclosure Act of 2009 (the “Act”) in the event of any foreclosure on any federal related mortgage loan or on any dwelling or residential real property.

This policy covers any property identified as a residential structure, including but not limited to any 1-4 family dwelling, whether or not located on real property, any mobile or manufactured home, including a travel trailer, any boat used as a dwelling, or any other structure identified as a bona fide residential structure or dwelling, permanent or otherwise. 

The Institution shall employ all means possible to identify tenants of said properties in the instance of foreclosure, to ensure that proper notice is given pursuant to the Act.

The Board of Directors designates the ___________ (Title of Person) to manage and monitor this policy so that the Institution does not violate the spirit of the Act.  _____________(Title of Person)  will be responsible for developing procedures for the Institution to implement the Protecting Tenants at Foreclosure Act.  ____________(Title of Person) will also coordinate with the ___________(Title of Department)  department and legal counsel as to foreclosure properties so that proper notices have been delivered so as to not unnecessarily delay any foreclosure actions and render the Institution non-compliant. ________________ (Title of Person) will report any loans subject to the requirements of the Act to the Board, and whether the Institution delivered such a notice to such a property.

________________ (Title of Person) will review this policy annually to verify that it is accurate and that no changes are necessary. If changes are necessary, ______________ (Title of Person) will report their recommendations to the Board as appropriate.
Real Estate Appraisal Policy

General Standards

It is the policy of FURST Financial Institution (the “Institution”) that prior to making, extending, renewing or advancing additional funds on a loan secured by real estate, the Institution shall obtain an appraisal or evaluation of the property to determine its market value.  The only instances in which an appraisal is not required are when the real estate is being taken as collateral out of an abundance of caution or for a purpose other than its value.
For the purpose of this policy, an appraisal is a written statement, independently and impartially prepared by a certified or licensed appraiser that sets forth an opinion of the market value of an adequately described property as of a specific date, supported by the presentation and analysis of relevant market conditions, in conformity with the Uniform Standards of Professional Appraisal Practice.
An evaluation is a written statement signed by the person preparing the evaluation, impartially prepared by a person with the experience and knowledge sufficient to make a reasoned determination of value, which sets forth an opinion of the market value of an adequately described property as of a specific date, supported by the presentation and analysis of adequate relevant market conditions.  The thoroughness of an evaluation should be dependent on the inherent risk in the loan to which it relates.
The Institution shall require an appraisal for all new loans secured by real estate where the loan amount is [enter an amount not greater than $250,000] or greater.  However, if the loan is for a business purpose and the sale or rental of the real estate is not the primary source of repayment of the loan, an appraisal shall not be required unless the loan amount is [enter an amount not more than $1,000,000]or greater.  All appraisals shall be prepared by a state certified appraiser unless the appraisal is of a 1-4 family property and the transaction amount is less than $1,000,000 in which case a state licensed appraiser is sufficient.  All evaluations shall be prepared by persons with real estate evaluation experience and knowledge of the real estate market in which the property to be evaluated is located.  
All appraisals shall be prepared by an appraiser on the institution’s approved appraiser list.  The institution’s approved appraisers shall be appraisers approved by the institution’s board of directors upon the recommendation of management after review of the appraiser’s qualification, experience, and a selection of appraisals that he or she has prepared.  The approved appraiser list may be segregated by location and/or by real estate type.  All evaluations shall be done by persons approved by the institution’s management after review of their qualifications and experience.
Selection of Appraisers and Evaluators
All persons performing appraisals and evaluations shall be selected by an institution employee who is independent of the loan origination function and whose compensation is not based on loan origination and who does not report to anyone in the loan origination function or anyone whose compensation is based on loan origination.  Alternatively management may develop a system that selects an appraiser or a person to perform an evaluation at random from the institution’s approved lists.  The loan applicant may have no influence over the selection of the appraiser or evaluator.  The institution may accept an appraisal prepared for another financial institution if the financial institution for which the appraisal was prepared assigns it to the institution and certifies that the appraisal was prepared in accordance with the financial institution’s appraisal policy.  If the loan may be sold into the secondary market the institution may not accept an assignment of an appraisal from a mortgage broker.
All persons performing appraisal services for FURST Financial Institution other than employees of FURST Financial Institution shall be engaged directly by FURST Financial Institution pursuant to a written engagement letter setting out as a minimum the following:
· A description of the property to be appraised or evaluated,

· The intended use and user(s) as defined in USPAP of the appraisal,
· A requirement that the person certify that he or she is independent of the transaction being contemplated,
· A requirement that if an appraisal that it be prepared in accordance with the Uniform Standards for Professional Appraisal Practice,
· Any other services to be performed by the appraiser,

· A statement of the person’s fee, and

· A statement of any legal or contractual restrictions on the sharing of the appraisal with other parties.
Communication with appraisers and evaluators

No employee of the institution may provide any value information about a property to be appraised or evaluated to the person selected to do the appraisal or evaluation except that the person may be provided with a copy of a sales contract if there is also a purchase and sale transaction.  No employee of the institution shall indicate in any manner to an appraiser or person performing an appraisal or evaluation an anticipated, expected or qualifying value of the property being appraised or evaluated and no employee of the institution shall coerce in any manner the appraiser or evaluator.  Employees of the institution shall have no communication with an appraiser or evaluator other than to have the person provide additional analysis to support a value or to correct factual errors in their work.
Timing of Appraisals and Evaluations

Credit decisions with respect to loans which will be secured by real estate may not be made until an appraisal or evaluation has been received and an appropriate review for acceptability has been made in accordance with this policy.  Appraisals and evaluations should be scheduled with the credit approval process in mind so they can be received with sufficient time to allow for an appropriate and reasoned review prior to their being used for underwriting decisions. 
Review of appraisals and evaluations

All appraisals and evaluations received by FURST Financial Institution shall be reviewed and approved prior to the final credit decision on the transaction to which the appraisal or evaluation relates.  The review shall verify that the assumptions, data sources and conclusions of the appraiser or evaluator are reasonable and appropriate for the particular transaction and property.  If there are errors of fact in the appraisal or evaluation or if additional analysis is required, the reviewer shall return the appraisal or evaluation to the person performing it for correction or enhancement.

The person reviewing appraisals or evaluations shall have the same independence from the transaction as is required for persons selecting appraisers and evaluators and shall possess the requisite education, expertise and competence to perform the review commensurate with the complexity of the transaction.  The scope of the review will depend upon the type and risk of the transaction.
The institution shall select a representative sample of appraisals performed for it by each appraiser which the institution engages that shall be reviewed by another appraiser for compliance with the Uniform Standards of Professional Appraisal Practice.
Subsequent Transactions

FURST Financial Institution may use a previously obtained appraisal in the underwriting of an extension of an existing loan if the institution’s credit underwriting function determines that the previous appraisal is still valid.  Factors that could affect the validity of the prior appraisal are the passage of time, the volatility of the market in which the real estate is located, the availability of financing, the inventory of competing properties, improvements to the property, lack of maintenance of the property, a change in zoning or environmental contamination.  If credit underwriting makes an initial determination that the prior appraisal is valid, an evaluation shall be obtained.  If the evaluation does not support the value in the prior appraisal then a new appraisal shall be required.  The institution shall use the same process if it is considering increasing an existing loan, with the addition that the person doing the evaluation shall make an affirmative determination that the physical condition of the property and the market value of similar properties in the market area have not deteriorated since the date of the prior appraisal.
Deciding when Evaluations may be used instead of Appraisals

It is generally the policy of FURST Financial Institution to allow evaluations to be obtained instead of appraisals when the contemplated transactions as described above allow for evaluations.  There will be instances, however, in which prudent lending may dictate the need for formal appraisals by state certified or licensed appraisers in situations where evaluations are normally allowed.  Underwriting management should consider additional factors relating to the proposed transaction which alter the normal risk level when determining whether an appraisal or an evaluation is to be obtained.  Appraisals should be considered for:   

· Loans with combined loan-to-value ratios in excess of the supervisory loan-to-value limits.

· Atypical properties.

· Properties outside the institution’s traditional lending market.

· Transactions involving existing extensions of credit with significant risk to the institution.

· Borrowers with high risk characteristics.

Use of Third Parties
Any arrangements involving the use of third party vendors in connection with appraisal and evaluation management at FURST Financial Institution are subject to the above policy standards.  When third party vendors are utilized, management is directed to create appropriate procedures and practices to ensure compliance by those outside parties with all relevant FURST Financial Institution policy standards.

Real Estate Lending Standards Policy

Lending is a basic function of the banking industry and is FURST Financial Institution's primary revenue generating function.  It is not only the purpose, but also the obligation of the institution to make loans available to all facets of the institution's community in order to enhance the economy of the community, the well-being of its residents, and the prosperity of the institution.  Accordingly, the institution shall seek lending opportunities with residents of its community and with businesses doing business in the community.

FURST Financial Institution has a strong policy against discrimination in any of its activities.  That policy of nondiscrimination shall be strictly enforced in the institution's lending activities.  The institution has a community redevelopment policy that encourages lending in low and moderate income areas of the institution's community. The policy is an integral part of the institution's lending policy.

It is the policy of the institution that the first consideration in its lending activities shall be the protection and preservation of its depositor's funds and its shareholder's equity.  All loans shall be made based upon sound underwriting principles and a thorough knowledge of the borrower's financial condition. All loans shall be made on terms and conditions, including interest rates that provide a fair return on the institution's capital.

Management of the institution shall establish policies for credit underwriting, loan documentation, and interest rate exposure and shall submit those policies to the Board of Directors for consideration and approval.  Management of the institution shall also develop policies for compliance with every law and regulation that affects the institution's lending programs and submit those to the Board of Directors for consideration and approval.  All of the institution's lending policies shall be reviewed by the Board of Directors of the institution at least annually.

A substantial member of the institution's loans shall be secured by interests in real estate.  Accordingly, the following are established as loan to value guidelines for various categories of real property:





      LTV Limit

Raw land
_____%





Land Development


_____%

Construction:


One-to four-family

_____%






Other



_____%





Improved Property


_____%

Owner Occupied 1-4 family

_____%

In addition, management shall develop policies for appraisals and underwriting standards for real estate loans and submit them to the Board of Directors for consideration and approval.

Real Estate Lending Standards Policy (Alternate)
The following are the policies of FURST Financial Institution for the extension of credit secured by liens on or interests in real estate (real-estate loans).  It is the intent of the FURST board of directors that all real estate-loans made by FURST Financial Institution conform to all of these policies.  Nonetheless, the board recognizes that unusual situations may arise where it is to the great advantage of FURST Financial Institution to make a real-estate loan that does not conform to these policies.  In those cases where management recommends that a nonconforming loan be approved, the loan shall be submitted to the Loan and Investment Committee of the board for approval or nonapproval, and if the loan exceeds $____________ if approved by the board's Loan and Investment Committee, it shall also be submitted to the board of directors for approval or nonapproval.

Each month the Loan and Investment Committee of the board shall report to the board all real-estate loans made during the prior month that did not conform to these policies and a summary of the performance of all real-estate loans outstanding made by FURST Financial Institution that did not conform to these policies at the time that they are made.

Geographic Area.  

It is the policy of FURST Financial Institution to make loans secured by real estate or interests in real estate in only the following geographic area(s): ______________________

Loan Portfolio Diversification

It is the policy of FURST Financial Institution to limit its exposure to risk from loans secured by various types of real estate.  Accordingly, the gross amount of outstanding extensions of credit made by FURST Financial Institution secured by the following types of real estate shall not exceed the percentage of the institution's total assets indicated for each.

· 1-4 family residential, secured by first mortgages
· owner –occupied

__________%
· non-owner-occupied
__________%
· construction

__________%
· 1-4 family residential secured by junior mortgages
__________%

· Construction loans other than 1-4 family residential
· With acceptable takeout financing
__________%
· Without takeout



__________%

· Vacant land

__________%

· Land development
__________%
· Commercial real estate

· Multifamily

__________% 

· Retail buildings
__________%

· Office buildings
__________%

· Other


__________%

· Farm property

__________%


(Provided that the exposure to any type crop or herd shall not exceed ______%).

· Other


__________%

Provided further that the institution's exposure to all loans secured by real estate together with other real-estate-owned by the institution shall not exceed __________% of the institution's assets.

Loan Terms and Conditions

It is the policy of FURST Financial Institution that all real-estate loans that it makes, shall comply with the following conditions:

Amortization schedules and loan terms

        




Amortization 

       




Schedule        


Loan Term

        




Not to Exceed     

Not to Exceed

       Commercial 
__________      

__________


Vacant land         
__________      

__________


Land development        

__________  


__________

       
Farm            


__________  


__________
       1-4 family first mortgage 
__________    

__________
       1-4 family junior mortgage  
__________      

__________

Construction loans and real estate loans with a term of one year or less shall not require amortization.

Payments.  

Interest on all real-estate loans shall be payable monthly in arrears.  Payments of principal shall be made monthly in accordance with the loan amortization schedule.

Escrows.  

All loans with a term in excess of ______ shall provide for monthly payments by the borrower into escrow for ad valorem taxes and casualty insurance on the real-estate collateral as those payments shall come due.

Loan Origination and Approval

1-4 family residential.  

Loans that meet the standards of these policies may be approved by the management loan committee up to the amount of $_______.  Loans greater than that amount shall be reviewed by the management loan committee, and if approved, submitted to the board's Loan and Investment Committee for final approval.

Other loans.  

Loans that meet the standards of these policies may be approved by the management loan committee up to the amount of $______.  Loans greater than that amount shall be reviewed by the management loan committee, and if approved, submitted to the board's Loan and Investment Committee for final approval, provided, if the loan amount shall exceed $__________ and it is approved by the Loan and Investment Committee, it shall then be submitted to the full board of directors for final approval.

Loan-to-value Ratios

It is the policy of FURST Financial Institution that the loan amount of any real-estate loan shall not exceed the following percentage of the value of the collateral for the loan based upon the collateral type.

· Raw Land



__________%

· Land development     


__________%

· Nonresidential construction

__________%

· 1-4 family residential construction
__________%

· Improved property


__________%

· 1-4 family residential, first mortgage   __________%*

· 1-4 family residential, junior mortgage __________%*

Loans in excess of the established percentage may be approved provided that the excess amount is insured with mortgage insurance.
Underwriting Standards

It is the policy of FURST Financial Institution that it shall not make any loan to any borrower who is not creditworthy for the amount of the loan in question.  Collateral value will not make a non-creditworthy borrower creditworthy.  It shall be the responsibility of the loan officer assigned to each loan application to investigate the credit history of the applicant.  The loan officer shall determine and make note in the credit file of the applicant's history of payment of other obligations.  In particular, the loan officer shall note any adverse credit history of the applicant.  The loan officer shall also verify the source of any income of the applicant.

Assuming that the credit history of the applicant is acceptable, the following standards shall be observed in determining the maximum loan amount that a borrower has the capacity to service based upon the type of real estate securing the loan.

Owner-occupied, one- to four-family residential

· Upon funding of the loan applied for (and the closing of any transaction contemplated by the loan, i.e., the purchase of a home) the borrowers liabilities shall not exceed ____% of the borrower's assets.

· The monthly payments on the loan (including the escrow for taxes and insurance) shall not exceed ____% of the borrower's monthly income.

· The monthly payments on the loan (including the escrow for taxes and insurance) added to all other monthly debt payments of the borrower shall not exceed ____% of the borrower's monthly income.

Owner-occupied commercial

· The annual payments on the loan (including the cost of ad valorem taxes and insurance) shall not exceed ____% of the owner occupant's gross sales or _____% of the owner occupant's net annual income (before debt service) from the business conducted from the premises.

Non-owner-occupied commercial

· Residential.  The annual payments on the loan shall not exceed _____% of the net annual cash flow (before debt service) from the property.

· Nonresidential.  The annual payments on the loan shall not exceed _____% of the net annual cash flow (before debt service) from the property.

No real-estate loan shall be approved if the borrower is not personally liable for the repayment of the loan. If the borrower is a closely held corporation, the principals of the corporation shall be required to guarantee the payment of the loan.

If the loan is for the purpose of acquiring the property being used as collateral, the borrower shall be required to make an equity investment in the property equal to the difference between the purchase price and the loan amount.

Additionally, if the purpose of a real-estate loan is to finance the purchase of a property, the value of the property for the purpose of these policies shall be the lower of the purchase price or the appraised value.

Construction and Development Loans

It is the policy of FURST Financial Institution that the following standards shall be followed in the underwriting and servicing of construction and development loans.

* If the loan amount exceeds $_______ or if the development is complex, a feasibility study shall be conducted for the planned project and analyzed with the appraisal in the underwriting of the loan.

· No distribution shall be made of the proceeds of any loan until the borrower shall have invested the required equity investment in the development.

· At all times the funds remaining in the loan account shall be sufficient to complete the development.

· No disbursement of loan proceeds shall be made until the institution has received lien waivers and proof of payment for all items covered by previous disbursements.

· Interest reserves and other impounds may only be used for the purpose for which they are established.

· If the project being financed is a multitenant property, a condition of closing of the loan shall be adequate presales or preleasing to assure the project's success.

Loan Pricing 

Management of the institution shall be responsible for loan pricing and shall report monthly to the board of directors the institution's current pricing standards.  In establishing pricing standards, management shall take into consideration the institution's cost of funds for deposits of comparable terms, the institution's operating expenses, the cost involved in originating and servicing various types of loans, and the risk inherent in various types of loan.  If the loan is to be sold in the secondary market, the pricing of the loan shall be not less than what can be sold in the secondary market at par.

Appraisals
See our policy on appraisals.

Community Development
[Incorporate your policy for lending pursuant to the Community Reinvestment Act.]

Loan Administration

It is the policy of FURST Financial Institution that all loans be administered to protect the safety and soundness of the institution.  Accordingly:

· No proceeds of a real-estate loan shall be dispersed until the institution (or closing agent) shall be in possession of documentation evidencing the existence of the loan obligation, the institution's lien, title insurance of the institution's lien, casualty insurance on the mortgaged property, and such other documentation as is required to protect the institution's interests.

· On commercial loans in excess of $ _________, the borrower shall be required to provide the institution an annual financial statement and/or a financial statement of the real estate securing the loan as appropriate.

· The loan administration department shall establish procedures for collateral reevaluation and site inspections based upon the type of collateral involved, the amount of the loan, and the credit rating of the loan.

· All escrow accounts shall be processed in accordance with the rules of the Department of Housing and Urban Development and other laws and regulations.

· All loan payments shall be processed promptly as received.  All delinquent accounts shall be contacted by telephone or in person not later than 10 days after the account becomes delinquent.

Loan Collection

It is the policy of FURST Financial Institution that in loan collection and problem loan administration the interest of FURST Financial Institution is paramount.  The needs of the customer shall be accommodated provided that the accommodation does not jeopardize FURST Financial Institution.  The decision of what collection avenues to follow, whether to foreclose, restructure the loan, accept a deed in lieu of foreclosure, and other like decisions shall be made based upon what best furthers the interest of FURST Financial Institution.

All collection decisions such as those enumerated above shall follow the same loan-approval process as for new loan originations.

Management Reporting

It is the policy of FURST Financial Institution that management of the institution shall fully inform the board of directors of the status of the institution's real-estate loan portfolio, with emphasis on problem loans and problem loan administration.  Management shall also report to the board of directors, at least quarterly, any changes that have occurred or are foreseen in the demographics of the institution's market area or in any particular real-estate market within the area, that the board should consider in its policy making.

Record Retention Policy

FURST Financial Institution is committed to protecting and maintaining institution records and documents in accordance with all applicable federal and state laws and regulations.  The institution may comply with this policy be retaining the original document or record, a paper copy, or an electronic image of the original document or record.  Anything to the contrary herein notwithstanding, the original paper copy of all legal documents such as promissory notes and contracts shall be retained so long as they are operative.  All retained documents and records shall be retained for its applicable retention period after which it may be disposed of after consulting legal counsel as to whether legal necessity exists to justify further retention of the records.  When records and documents are disposed of they shall be disposed of properly.

FURST Financial Institution’s __________Officer and its counsel shall be responsible for preparing a record retention table that shall cover all federal banking laws and regulations, all requirements of the IRS and EEOC and all state banking laws and regulations for each state in which the institution has a branch.

FURST Financial Institution’s ____________ Officer shall be responsible for developing procedures to implement this policy.
Regulation C – Home Mortgage Disclosure Act Policy

It is the policy of FURST Financial Institution to comply with the requirements of the Home Mortgage Disclosure Act and Regulation C.

Specifically, FURST Financial Institution will collect required data regarding applications for, and originations or purchases of, home purchase and home improvement loans (including refinancing of both).  Such data will be entered on the HMDA/Loan Application Register within 30 calendar days after the end of each calendar quarter in which final action is taken.  To the extent possible, the institution will collect information from each applicant regarding their race or national origin, and sex.  If the customer chooses not to provide the information, FURST Financial Institution will note the data on the basis of visual observation or surname, to the extent possible.

The above data will be recorded on the HMDA/Loan Application Register for applicable applications regarding properties located within MSAs where FURST Financial Institution has a home or branch office.  (If the institution is a “large bank” under CRA, the following sentence should be used in place of the preceding sentence: The above data will be recorded on the HMDA/Loan Application Register for applicable applications regarding properties located both inside MSAs where the institution has its offices and areas outside such MSAs).

FURST Financial Institution shall transmit its completed HMDA/Loan Application Register to its regulator by March 1 following each calendar year for which the application data are compiled.  It shall retain a copy of its submission for at least three years. 
Within three business days of the date on which FURST Financial Institution receives its mortgage loan disclosure statement from the Federal Financial Institutions Examination Council, it shall make the statement available to the public at its home office.  In addition, FURST Financial Institution will make the disclosure statement available in at least one branch in each MSA where it has offices or will post a notice of the address to send written requests for the disclosure statement in the lobby of each branch located in each MSA where the institution has offices.  FURST Financial Institution shall make the disclosure statement available for five years.

If a request is received from the public for the institution’s modified HMDA/Loan Application Register, FURST Financial Institution shall make such a register available for each of the past three years in which it was required to compile and report HMDA data and for which it receives such a request.  The modified HMDA/LAR will be made available by March 31 of the year following the HMDA reporting year, in response to requests received on or before March 1 of the following year.  For requests received after March 1 of the year following the HMDA reporting year, FURST Financial Institution will make the modified HMDA/Loan Application available within 30 days after the request is received.  The modified HMDA/Loan Application Register for each year will be made available to the public for three years.

FURST Financial Institution shall make both the HMDA disclosure statement and the modified HMDA/Loan Application Register available for inspection and copying during its normal business hours and shall post a general notice of the availability of its HMDA data in all of its offices which are located in an MSA. 
An analysis of the Loan Application Register shall be provided to the institution’s board of directors no less frequently than quarterly for use by the board in evaluating the Institution’s CRA program.  

Regulation D – Savings and Money Market Accounts

It is the policy of FURST Financial Institution to provide its customers that have savings and money market accounts the greatest flexibility possible in the use of their accounts, consistent with the requirements of Regulation D.  When appropriate, FURST Financial Institution will monitor the number of restricted transactions in each savings and money market account and advise the customer if the restricted transactions in excess of the allowable number occur more often than occasionally.  Thereafter, restricted transactions will be limited to the allowed number.  More than six excess restricted transactions in any month or excess restricted transactions in any three months out of a consecutive 12-month period is more than occasional. If any future restricted transactions occur in excess of the prescribed number, the account must be closed or its transfer and draft capabilities removed.

Regulation E – Electronic Fund Transfers Policy

It is the policy of FURST Financial Institution to comply with all requirements of Regulation E regarding electronic access to consumer deposit accounts.  Specifically, the institution shall provide to each consumer deposit holder an appropriate electronic funds transfer disclosure prior to the first electronic transaction to the customer's account, appropriate periodic statements, ATM receipts, and change-in-terms notices. The institution shall establish appropriate procedures for the resolution of errors reported by customers, for compliance with this policy, and for all record keeping required by the regulation.

Management shall report to the board of directors at least annually regarding the institution's compliance with this policy and any suggested changes to the policy.

Regulation E – Electronic Fund Transfers Policy (Alternate)
It is the policy of FURST Financial Institution to comply with all requirements of Regulation E regarding electronic fund transfers (EFTs) made to and from consumer deposit accounts, including payroll card accounts.  The term EFT includes point-of-sale (POS) transfers; automated teller machine (ATM) transactions; direct deposits or withdrawals of funds; transfers initiated by telephone; transfers resulting from debit card transactions, whether or not initiated through an electronic terminal; and electronic check conversion transactions, including any service fees.
In compliance with the regulation, the Institution shall provide to each consumer deposit holder an appropriate EFT disclosure prior to the first electronic transaction to his or her account, appropriate periodic statements, ATM receipts, and change-in-terms notices.

Consumer Liability
When a consumer notifies the Institution within two business days after learning that his or her ATM/debit card is lost or stolen, the Institution will hold the consumer responsible for the lesser of $50 or the amount of unauthorized transfers that occurred prior to the notice.  If the consumer fails to notify the Institution of the missing card within two business days, the consumer’s liability will be the lesser of $500 or the sum of:  (a) $50 or the amount of unauthorized transfers that occur within the two business days, whichever is less; and (b) the amount of unauthorized transfers that occur after the close of two business days and before notice to the institution, provided that the Institution can establish that the unauthorized transfers could have been prevented if the consumer had provided notice within two business days.

When a consumer reports an unauthorized EFT that appears on a periodic statement within 60 days of the Institution’s transmittal of the statement, the consumer will not be held liable.  If the consumer fails to notify the Institution within 60 days, the Institution will hold the consumer liable for all unauthorized transfers that occurred after the end of the 60-day period. 
Error Resolution

It is the Institution’s policy to require written notice of any errors.  If a verbal notice is received, the Institution will require the consumer to provide written confirmation within 10 business days of the oral notice.  

The Institution will promptly conduct investigations into reported errors and determine a resolution within 10 business days of receiving a notice of an error.  If the investigation is not completed within this timeframe, the Institution may take up to 45 calendar days.  When the additional time is needed, provisional credit will be provided to the consumer in the amount of the alleged error (including interest, if applicable) within 10 business days of receiving the error notice.  If the Institution has a reasonable belief that an unauthorized transfer has occurred, $50 may be withheld from the amount of the provisional credit.

If the error involves a new account (for example, within 30 calendar days after the first deposit into the account), the Institution may extend the timeframes stated above to 20 business days for resolution and provisional credit and to 90 calendar days for final resolution.  
If the error involves a foreign transaction or a POS transaction, the Institution may extend the investigation to 90 calendar days after receiving notice.  
Management

Management will retain evidence of compliance with Regulation E for a period of not less than two years from the date disclosures are required to be made or action is required to be taken.  Additionally, management shall report to the board of directors at least annually regarding the Institution’s compliance with this policy and any suggested changes to the policy.
Regulation F – Interbank Liabilities Policy
It is and shall be the policy of FURST Financial Institution (the "Institution") that its "credit exposure," as that term is defined in Federal Reserve Regulation F, shall at all times be monitored and controlled as required by that regulation.

No less frequently than quarterly, the Institution's senior credit officer shall review the call reports, annual reports, and such other publicly available information as such officer shall deem appropriate concerning each correspondent to which this Institution has a "significant exposure."  For purposes of this policy, the board hereby determines that a "significant exposure" shall be deemed to exist whenever the exposure of this Institution to a correspondent is more than $____________ on a monthly average basis, and more than $____________ on more than ____________ days per ____________.  This exposure shall be measured by using the actual amount owed to this Institution on all exposure types except [exceptions, such as swaps and certain kinds of derivatives].

The senior credit officer shall conduct such reviews more frequently than quarterly if he or she deems it prudent to do so, based on the size and type of this Institution's exposure and/or the financial condition of the correspondent in question.  In assessing the financial condition of any correspondent, the senior credit officer shall consider the correspondent's:

· Capital level

· Level of nonaccruals and past-due loans and leases

· Level of earnings

· Other factors affecting the financial condition of the correspondent.

In such assessments, the senior credit officer may also take into account the rating of the correspondent by any institution rating agency whose general assessment and selection criteria have been reviewed and approved by this board.  At present, this board has reviewed and approved the criteria of the following institution rating agencies:

[Insert names of approved rating agencies]

The senior credit officer shall determine whether the correspondent qualifies as at least "adequately capitalized" under the regulation.  At present, that standard requires the correspondent to have at a minimum:

· Total risk-based capital ratio of 8.0%;

· Tier 1 risk-based capital ratio of 4.0%; and

· Leverage ratio of 4.0%.

If these ratios are changed at any time between the annual reviews of this policy by this board, the senior credit officer shall:  (1) begin applying the amended standards as soon as the changes become legally effective; and (2) bring such changes to the attention of this board at its next regular meeting after the senior credit officer becomes aware of the changes, so that this board may revise this policy.

The Institution shall neither establish nor (to the extent possible) continue a significant exposure to a correspondent in which the form or maturity of the exposure and the financial condition of the correspondent create a significant risk that the payments expected by this Institution will not be made in full or on time.  If a correspondent relationship which initially complied with this policy later becomes noncompliant because of deterioration of the financial condition of the correspondent, market changes, or any other reason, the senior credit officer shall close out the relationship or reduce it to an insignificant level as rapidly as possible consistent with prudent banking standards.  The senior credit officer shall report all such situations, the remedial action taken, and the results of that action, to this board on an ongoing basis.

This board hereby adopts as its own internal limits for this Institution the amounts shown on the "FURST Financial Institution Interbank Liability (Regulation F) Control Records" attached to this policy and made a part hereof.  The board will review these limits from time to time upon recommendations of management or upon its own motion, and revise those limits up or down either generally, or for specific correspondents, as this board deems appropriate.  Institution management shall use only the most current revision of each form in determining what are the internal limits of this Institution for exposures to correspondents.  Each officer responsible for a correspondent relationship of the Institution shall structure that relationship in such a way as to preclude the possibility of the relationship growing to a size in excess of the applicable internal limit unless such growth is merely an occasional anomaly, resulting from unusual market disturbances, market movements favorable to this Institution, increases in activity, operational problems, or other unusual circumstances.

Regulation J Policy

It is the policy of FURST Financial Institution to comply with the requirements of Regulation J and the operating circulars of its Administrative Reserve Bank to the extent that FURST Financial Institution’s check processing and payment order operations are governed by Regulation J.

More specifically, FURST Financial Institution will settle for cash items governed by Regulation J so that the proceeds of settlement are available to its Administrative Reserve Bank by the later of the next clock hour that is at least one hour after FURST Financial Institution receives the item, 9:30 AM eastern time, or such later time as provided in the Reserve Bank’s operating circulars.  Alternatively, it shall return the item by the later of the close of FURST Financial Institution’s banking day or the close of Fedwire.

FURST Financial Institution shall strive to ensure that its banking days coincide with the banking days of its Administrative Reserve Bank.  To the extent this is not possible, FURST Financial Institution will comply with the provisions of Regulation J and outstanding operating circulars with regard to settlement during such times.

For payment orders processed through the Fedwire system, FURST Financial Institution shall ensure that in all cases, it supplies accurate information regarding the identifying numbers of beneficiaries, intermediary banks, and beneficiary banks.

FURST Financial Institution shall not issue a payment order that instructs a Federal Reserve Bank to execute the order on a funds-transfer business day that is later than the funds-transfer business day on which the order is received by the Federal Reserve Bank, unless FURST Financial Institution has received a prior written agreement for such handling of the payment order from the Reserve Bank.

FURST Financial Institution shall notify the Federal Reserve Bank within 30 days of the relevant facts concerning any unauthorized or erroneously executed payment order.

FURST Financial Institution shall also maintain compliance with the (state) Uniform Commercial Code (“UCC”) and Regulation CC regarding its check processing and payment order operations to the extent that the UCC and Regulation CC apply to such transactions.

Regulation O – Aggregate Lending Limit (For Institutions with Deposits Less than $100 Million)
This aggregate of all extensions of credit by FURST Financial Institution to its insiders and their related interests (as those terms are defined in Regulation O) equals ______ percent of the institution's unimpaired capital and unimpaired surplus.  The institution has suffered no losses in lending to its insiders and, in light of that experience, finds further lending to its insiders is consistent with prudent, safe, and sound banking practices.  Furthermore, the institution has met or exceeded all applicable capital requirements established by [insert Federal banking agency], and has received a satisfactory composite rating in its most recent report of examination.
If FURST Financial Institution is prohibited from making additional loans to insiders, it will inhibit the institution's ability to attract and retain qualified directors and executive officers, and it will restrict the credit availability in the institution's market area to the economic detriment of the area.  [Insert here any additional "facts and reasoning" which support the board's findings that the increased lending limit will help it attract or keep directors and executives and meet with community's credit needs.]  Accordingly, it is:

Resolved, that the aggregate amount of credit that may be extended by FURST Financial Institution to its insiders and their related interests is increased from 100% of the institution's unimpaired capital and unimpaired surplus to 200% of the institution's unimpaired capital and unimpaired surplus and that hereafter the aggregate amount of credit extended to the institution's insiders and their related interests shall not exceed 200% of the institution's unimpaired capital and unimpaired surplus.

The institution's senior loan officer is appointed as the institution's Regulation O officer.  No less frequently than quarterly, the senior loan officer will determine whether the institution continues to meet the prerequisites to maintain an increase in the general aggregate lending limit under the regulation.
Regulation O – Insider Activities Policy (Alternate)
It is the policy of FURST Financial Institution (the "Institution") to avoid the existence or appearance of conflicts of interest and breaches of fiduciary duty by insiders of the Institution.  Each executive officer, director, principal shareholder, and each of his or her related interests (as defined in Regulation O) is deemed to be an insider for the purpose of this policy.

The Board of Directors of the Institution will take the lead in protecting the Institution from conflicts of interest. Therefore, detailed disclosure of insiders' activities with the Institution shall be made to the Board as follows:

Any actual or potential conflict of interest regarding insiders shall be promptly disclosed to the Board for consideration, whether intended or unintended.  The Board will retain final authority to approve any transaction of the Institution with an insider of the institution.  Any involved insider will abstain from the Board's approval process on any transaction in which the insider may benefit directly or indirectly from the Board's decision.

Any insiders' "related interests" shall be disclosed to the Board.  A related interest is any business entity that an insider is an officer or director of and in which the insider owns 10 percent of any class of voting securities, or any business entity in which the insider owns, controls, or has the power to vote 25 percent of any class of voting securities or controls the election of a majority of directors or has the power to exercise controlling influence over the policies or management.  It also includes any political or campaign organization controlled by, or that benefits, an insider.  Additionally, for executive officers, the term includes a partnership that the executive officer is a member of and of which the executive officer, or all executive officers of FURST Financial Institution in the aggregate, own 50 percent or more.

Insiders' transactions with the Institution will be promptly and fully disclosed to the Board.  Fees and payments to insiders will be appropriate based on the type, level, quality, and value of goods or services the institution is receiving.  Fees and other payments will directly relate to, and be based solely upon, the fair value of goods or services received, compensate the provider only for goods or services that meet legitimate needs of the Institution, and be made only to service providers who have the necessary expertise to provide the services.

All transactions with insiders will be made on substantially the same terms as those afforded other Institution customers to avoid any appearance of preferential treatment.  Special attention will be paid by the Board to any potentially excessive salaries and bonuses, directors' fees, fees paid where there is no apparent benefit to the Institution, and fees paid for services not yet received.

No extensions of credit shall be granted to any insider of the Institution on more favorable terms, such as a lower interest rates charged, lax underwriting standards, and/or extended maturities.

No deposits shall be accepted from any insider of the Institution on more favorable terms than to any other FURST Financial Institution customer, including higher interest rates, or longer or shorter maturities.

If any fees or terms are found by the Board to be excessive, the Board shall take prompt corrective action, including requiring restitution to the Institution, to remedy the situation.

The Institution, upon disclosure to and approval of the Board, may make the use of its facilities, real or personal property, or personnel available to insiders only upon payment of a reasonable fee to the Institution.  The circumstances must be beneficial to the Institution, and not unduly burden the Institution, its facilities or personnel.  This use must not be an unfair granting of a benefit to the insider, or be any benefit not otherwise available to any other Institution customer.

No insider of the Institution shall solicit anything of value from anyone in return for any business service or confidential information of the Institution.  No insider of the Institution shall accept anything of value other than bona fide salary, wages, fees, or other compensation paid in the usual course of business from anyone in connection with the business of the Institution, either before or after a transaction is discussed or consummated.

Exceptions to this requirement include items offered based on a family or personal relationship, independent of any business of the Institution, the benefit is available to the general public under the same conditions, or the item would be paid for by the Institution as a reasonable business expense if it were not paid for by another party.  Advertising materials, gifts relating to commonly recognized events, and certain awards also qualify as exceptions to this provision.  Any Institution insider who is offered or receives anything of value beyond what is authorized in this exception must disclose that fact to the Board.

The Institution shall treat a transaction with an insider or their related interest at arm's length.  This applies equally to vendors who are also customers of the Institution.

No insider of the Institution shall use any inside information to improperly profit by means of any security transaction.  The Board shall make the final determination on any questionable insider information-related transactions made by an insider.

The Institution's loans to any insider shall be made on terms no more favorable than those available at the same time to non-insiders for comparable transactions.  They will carry no more than a normal risk of failure to repay, and have no unfavorable features.

If a loan to an insider exceeds the higher of $25,000 or 5 percent of the institution's unimpaired capital and surplus, the extension of credit must be approved in advance by a majority of the entire Board.  The interested party will abstain from participating directly or indirectly in the voting.  This abstention will be noted in the Board's minutes.  Prior approval of the Board must be obtained for an aggregate amount of credit exceeding $500,000.

The Institution will make no loan to any insider or related interest that exceeds the aggregate lending limit of the Institution.

Any extension of credit by the Institution to an insider or related interest must be preceded by the submission of a detailed current financial statement to the Board.  Any loan thus made to an executive officer shall be subject to the condition that the extension of credit shall become due and payable on demand at any time that the officer is indebted to another institution(s) in an aggregate amount greater than the specified limit for the Institution.

Any overdraft being paid by the Institution on behalf of its executive officers and/or directors on an account at the institution will be made in accordance with a written, preauthorized interest-bearing extension of credit plan that specifies a method of repayment, or in accordance with a written, pre-authorized transfer of funds from another account of the account holder at the Institution.  In the alternative, any such overdraft must be inadvertent, aggregating $1,000 or less, and remain outstanding for less than five days.  The insider will be charged the same fee charged for any other customer of the Institution in similar circumstances.

Recordkeeping of insider transactions shall be as follows:  Records shall identify all executive officers, directors, and principal shareholders and their related interests, and the amount and terms of each extension of credit to the person and their related interests.  Records of publicly requested disclosures of information shall also be maintained.  All records listed here shall be kept on file for a minimum of three years.

The Institution will maintain a copy of this policy, and each insider will provide an initial written acknowledgment of receipt of the policy, as well as any subsequent changes.  Each insider will also sign an agreement to comply with this policy.

The Institution will establish a system to administer and monitor compliance with this policy.  This system will ensure that all directors, officers, principal shareholders, and employees are trained, kept aware of, and provided with interpretive advice and assistance in dealing with insider issues.

Regulation O – Insider Loans Policy

It is the policy of FURST Financial Institution to strictly comply with all provisions of Regulation O of the Board of Governors of the Federal Reserve System in its credit relationships with its executive officers, directors, and principal shareholders ("insiders").  In that regard, the institution shall not extend credit to any insider on terms and conditions (including interest rates and collateral coverage) that are more favorable to the borrower than credit being extended in comparable transactions to unrelated customers.  Additionally, in underwriting the loan application of an insider, the institution shall require a current financial statement of the applicant and in the underwriting shall use credit standards that are at least as strict as those used for non-insider applications, and the institution shall not approve any insider loan application that has greater than normal risk of repayment or has other unfavorable features.
All executive officers of the institution shall be required to have an overdraft checking credit facility with a limit not to exceed $5,000 for their checking accounts.  Directors of the institution shall be encouraged to have a similar facility for all of their checking accounts.  Executive officers and directors shall be encouraged to not be signatory parties on the checking accounts of their family members.

All insiders shall maintain with the institution a current list of their "related interests" as that term is defined in Regulation O.  Annually, all insiders shall provide a list of their related interests and shall advise the institution immediately upon acquiring a new, related interest.  All insiders shall be advised of the reporting requirements of Regulation O and they, in turn, shall comply with those requirements.

All loans to an insider (when aggregated with loans to the insider's related interests) which could cause the credit extended by the institution to the insider to exceed 5% of the institution's capital or $500,000, and all loans to an executive officer, secured by a residence of the executive officer, shall be preapproved by the institution's board of directors and the insider shall not participate in the board's deliberation or voting on the credit.

The institution's senior loan officer is appointed as the institution's Regulation O officer.  He/She shall be responsible for taking and underwriting all insider loan applications and for maintaining the confidentiality of all information received in that position.  He/She shall also be responsible for maintaining all records required by Regulation O and for all reporting required by Regulation O.

The following persons do not participate in the policy making of the institution and do not have the authority to participate in the policy making of the institution.  Accordingly, they are not executive officers of the institution.  [Include list of persons]
For the purpose of this policy, the terms principal shareholder, director, executive officer, related interest, and credit shall have the same definitions as in Regulation O.

Regulation R - Employee Referrals Policy
(This policy should be a subset within the institution’s Non-Deposit Investment Product Policy)

It is the policy of FURST Financial Institution to comply with all United States laws, regulations, and orders regarding Regulation R and the payment of referral fees to employees for investment referrals.

Purpose
To define guidelines for properly referring customers for investment purposes and to ensure appropriate compensation of employees for such a referral in accordance with the regulatory requirements of Regulation R under the Exceptions for Banks from the Definition of Broker in the Securities Exchange Act of 1934.
In accordance with Regulation R, the following referral guidelines have been established for branch employees.

Customer Referrals to Broker-Dealers 

An employee may refer a customer in return for compensation.

An employee will receive compensation in the form of a nominal one-time cash fee of a fixed dollar amount for a referral.

· Bank has defined the referral fee as $___ for each qualified referral.  The fee is not to exceed $25 per referral in accordance with regulation;
· Referrals must be made in cash; no non cash fees are permitted; and
· Any employee who personally participated in a referral is eligible to receive a fee.

However, certain contingencies should be met in order to be deemed a qualified referral:
1. The customer actually meets with a representative of the Investment Company as a result of a referral; and

2. The customer satisfies any eligibility requirements.

A referral fee is NOT contingent on whether the referral results in a successful transaction.   Additionally, the referral fee should not be dependent upon the opening of any type of account.

There is no additional incentive compensation permitted to employees related to a referral, only the one time referral fee, except for instances related to exempt referrals as outlined below.
Exemptions to Regulation R – Networking Arrangements

In the course of business, an employee may identify two types of customers that would make the employee eligible for a higher-than-nominal contingent fee.  This is in relation to:

1. Institutional Customer – Defined as any corporation, partnership, limited liability corporation, trust, or other non-natural person that has at least $10 million in investments or $20 million in revenues.  However, an institutional customer may be referred solely for investment banking services if it has at least $15 million in revenues.
2.  
High Net Worth Customer – Any natural person having (individually or jointly) at least $5 million in net worth, including certain trust assets but excluding a primary residence.

The Bank may satisfy the customer eligibility requirement by having a reasonable belief that the customer so qualifies.  

Referral exemptions are subject to a variety of contingencies, including the following: 

1. Customer Eligibility - The financial institution and the Investment Company are obligated to properly evaluate a customer’s eligibility.  The financial institution must have a "reasonable basis to believe" that a customer is a high net worth customer at or before the time that a customer is referred or that a customer is an institutional customer before a referral fee is paid to an employee. 
a. Bank will build a reasonable basis to believe based upon the information provided during account opening.
2. Referral Fees - Employees may receive a fixed percentage of the revenue received for providing investment services to the customer.  In addition, employees may receive fixed referral fees or referral fees that are based upon a fixed formula so long as the formula does not permit the amount of the fee to vary based on the revenue generated by, or the profitability of a transaction, the price or volume of any securities transactions effected for the customer, the identity of any securities purchased or sold for the customer, or the number of referrals made by the employee.  
3. Contingent Fees / Suitability Analysis – If the payment of a referral fee is contingent upon the completion of a transaction, the broker-dealer must determine, prior to effecting a securities transaction, that the transaction is suitable for the customer.  
4. Employee requirements - A referring employee must meet the following requirements: 
a. Must not be qualified, or required to be qualified, with a self-regulatory organization (cannot be dual-hatted employees or securities activities performed be compensated by the broker-dealer); and

b. Must not be statutorily disqualified from associating with a broker-dealer; and

c. Must be engaged predominantly in banking activities; and 

d. Must encounter the referred customer in the normal course of his or her duties. 

5. Disclosures – The Bank must orally disclose the name of the broker/dealer to whom the referral is being made and a statement that the employee is in a compensation program under which he may be paid more than a nominal amount for the referral and that the amount paid may be contingent on the outcome of the referral. The following will be performed in accordance with Regulation R. 

a. The financial institution may provide the disclosure to the customer orally prior to or at the time of the referral; and 
b. Where the financial institution provides the customer the required disclosures only orally, then, the broker must provide the disclosures in writing to the customer as required under the terms of its written agreement with the financial institution.
Contractual Agreement

One of the conditions of the exemption is that broker-dealer and the financial institution must have in place written agreement. The agreement must require:

1. That the employee is not subject to a statutory bar under the Exchange Act; and

2. That the customer meets the criteria to be an institutional or high net worth customer.  

3. The written agreement must also require the broker to perform a suitability or sophistication analysis of a securities transaction and/or the customer being referred.

a. For contingent fees, as stated above, a suitability analysis must be performed for any securities transaction that triggers a portion of the contingent fee in accordance with applicable rules as if the broker-dealer had recommended the transaction

Good faith failure of either the financial institution or the broker after following appropriate policies and procedures to comply with the terms of the written agreement will not cause the financial institution to become an unregistered “broker.”
The broker-dealer must provide notice to the financial institution if either the customer or the employee fails these tests or if a transaction of customer fails the suitability or sophistication tests.  The broker-dealer should inform the customer if the customer or the transaction does not meet required standards.

Reporting

Broker-dealer must implement appropriate documentation, tracking and reporting procedures to ensure that the items outlined in this policy have been appropriately addressed for each client in accordance with Regulation R.
· Documentation should ensure that the financial institution has addressed Regulation R for each client for eligibility, disclosure and suitability purposes, as well as ensuring that the employee requirements are met.  Documentation should also be able to support appropriate payment of both nominal and more than nominal fees were paid to Employees in accordance with Regulation R.
· Appropriate reporting should be put into place in order to track and report on both qualified and non-qualified referrals and the payments made in relation them.
Regulation U – Lending on Margin Stock Policy

It is the policy of FURST Financial Institution (“the Bank”) to comply with all aspects of Federal Reserve Board Regulation U, including the margin stock and purpose credit provisions for lending on securities. The institution’s auditor is hereby directed to audit the institution’s compliance with Regulation U at least annually and to report the results of the audit to the board at the next regular meeting after each such audit.

Regulation U – Securities Inquiries Policy

It is and shall be the policy of FURST Financial Institution (the "Institution") to comply in all respects with Securities and Exchange Commission Rule 17f-1.  Specifically, all the Institution's departments, including but not limited to, the various lending functions, trust department, and safekeeping section shall make inquiry to the federal government's designated Securities Information Center (SIC), or any successor organization, at any time a securities certificate comes into the Institution's possession or keeping, whether by pledge, transfer, or otherwise, unless the transaction or the certificate is expressly exempted by Rule 17f-1.  If the SIC's response to the inquiry does not indicate that the certificate in question has been reported as lost, stolen, or counterfeit, then Institution personnel may proceed with the transaction in the normal manner.  If the response to the inquiry indicates that the certificate in question has been reported as lost, stolen, or counterfeit, the Institution employee receiving that response shall immediately notify the Institution's _______________ and its security officer, and act on their instructions.

The Institution's ______________________ and its security officer shall investigate the circumstances, obtain such confirmation, if any, of the response as they deem appropriate, and, if a satisfactory explanation is not manifest, shall notify the appropriate law-enforcement agencies of the facts and file a report of suspected criminal activity.

The Institution's _______________ is hereby appointed its securities inquiry officer, and shall conduct and supervise the inquiry and recordkeeping process under Rule 17f-1.  The Institution's president is hereby authorized to appoint one or more assistant securities inquiry officers to ensure that there is always someone on duty during banking hours who is knowledgeable about the inquiry process and able to perform it as needed.

The Institution's auditor is hereby directed to audit the Institution's compliance with Rule 17f-1 at least annually and to report the results of such audit to this board at its next regular meeting after each such audit.
Regulation W – Transactions with Affiliates Policy
This is the policy that FURST Financial Institution shall follow in regard to all transactions with its affiliates.  For the purpose of this policy, the term “Affiliates” shall mean FURST Financial Institution Holding Company, any other company that FURST Financial Institution Holding Company owns 25% or more of, any other company that FURST Financial Institution Holding Company controls in any manner the election of a majority of its Board of Directors or governing body and any company which FURST Financial Institution owns 25% or more of.

1. All transactions entered into between FURST Financial Institution and its affiliates shall be on terms and conditions that are consistent with safe and sound banking practices, and shall be on terms and under circumstances, including credit standards, that are substantially the same, or at least as favorable to FURST Financial Institution as those prevailing at the time for comparable transactions with or involving other nonaffiliated companies.

2. FURST Financial Institution shall not extend credit to any one affiliate, directly or indirectly, or upon the credit of that affiliate or secured by securities issued by that affiliate in an amount that would exceed 10% of the capital stock and surplus of FURST Financial Institution.  FURST Financial Institution shall not extend credit in the aggregate to all its affiliates, directly or indirectly, or upon the credit of any affiliate or secured by securities issued by any affiliate in an amount that would exceed 20% of the capital stock and surplus of FURST Financial Institution.

3.
All extensions of credit by FURST Financial Institution to an affiliate shall be secured as provided in Section 23A of the Federal Reserve Act.

4.
FURST Financial Institution shall not purchase from any affiliate, a low-quality asset unless FURST Financial Institution, pursuant to an independent credit evaluation, committed itself to purchase such asset prior to the time such asset was acquired by the affiliate.

5. 
FURST Financial Institution shall not engage in any prohibited proprietary trading as defined by Section 619 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (known specifically as the “Volcker Rule”). This includes but is not limited to investing, sponsoring and trading in certain types of hedge fund and private-equity funds, unless there is an exception, such as transactions requested by a customer through the financial institution’s advisory and asset management services, and certain de minimis exceptions not exceeding 3 percent of the financial institution’s Tier 1 capital.


Nothing in this policy, other than paragraph 1, 4 and 5 hereof, shall preclude FURST Financial Institution from purchasing loans or participations in loans from its affiliates, making deposits in affiliate institutions in the ordinary course of correspondent business, giving immediate credit to an affiliate for uncollected items received in the ordinary course of business or purchasing from an affiliate assets having a readily identifiable and publicly available market quotation and purchased at that market quotation.
Regulation Z – Loan Originator Compensation Policy
It is the policy of FURST Institution to comply with the provisions of Regulation Z regarding loan originator compensation in connection with residential mortgage loans.  Loan originators include mortgage brokers and loan officers.  

Compensation paid to loan originators in connection with residential mortgage loans will not be based on the terms or conditions of the transaction other than on the amount of credit extended.  In any residential mortgage loan transaction where the consumer pays the loan originator directly, no other person is permitted to pay the loan originator compensation and the loan originator is not permitted to receive any compensation from anyone other than the consumer.

Loan originators are prohibited from steering consumers to consummate a loan not in the interest of the consumer based on the fact that a loan originator will receive greater compensation for such loan.  Loan originators will comply with this anti-steering rule. For each loan the consumer expresses an interest in, the loan originator will satisfy each of the following three requirements: (1) the loan originator  will present the consumer with a choice of loan options that include a loan with the lowest interest rate, a loan with the total lowest dollar amount for origination points or fees and discount points and a loan with the lowest rate without features such as negative amortization, prepayment penalties, balloon payments in the first 7 years, a demand feature, shared equity or shared appreciation; (2) the loan originator will present the consumer with options from a  significant number of creditors with whom the loan originator regularly does business; and (3) the loan originator believes in good faith that the consumer qualifies for the loan options presented.

The institution shall create a loan originator compensation program which shall be administered by ______________ who shall monitor compliance with the program and keep appropriate records.

The institution shall develop a training program to educate all appropriate employees regarding the requirements of this policy and to provide procedures to implement it.  Management shall report to the board of directors at least semiannually regarding the institution's compliance with this policy and any suggested changes to the policy.
The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of this board at its next regular meeting following completion of the audit.
Regulation Z – Truth in Lending Policy

It is the policy of FURST Financial Institution to comply with all requirements of Regulation Z for loans which the institution makes to individuals for a "consumer" purpose, if the loan amount is at or below the inflation adjusted threshold or if the loan is secured by real property or a dwelling.  Specifically, the institution shall provide appropriate, accurate disclosures for each covered loan in a timely manner as prescribed by the regulation.  If the transaction is other than a "residential mortgage transaction" or other than a refinancing of a loan that the institution holds (and no new money is being advanced), and the loan is to be secured by the borrower's principal residence, then two copies of an appropriate notice of the right to rescind shall be provided to each affected borrower, and funds shall not be disbursed until the requisite time for rescission has expired.  All required notices and disclosures required to be provided to a borrower subsequent to the making of a loan shall be provided accurately and timely.

All advertising of consumer credit products shall comply with the advertising requirements of Regulation Z.  The institution's compliance officer shall have the responsibility of creating procedures to implement this policy and to provide training, as appropriate, for the institution's employees.  Records and documentation of compliance with the regulation shall be maintained for a minimum period of two years.

Regulation BB – Community Reinvestment Act Policy

It is the policy of FURST Financial Institution to use its best efforts, within the scope of its resources and in a safe and sound manner, to meet the credit needs of its entire community and to provide banking services to its entire community.  Special effort and consideration shall be given to the needs of small businesses and small farms and to the needs of low- and moderate-income people particularly in regard to residential real estate credit.  FURST Financial Institution is adopting this policy not only because of its obligation to serve its entire community, but also because this policy will make a stronger community and in turn a stronger, more profitable institution.

In furtherance of this policy, management of the institution shall maintain a dialogue with all elements of its community, particularly low- and moderate-income people, for the purpose of understanding their credit needs and creating products and delivery systems for those products to meet those needs.  Management shall appoint a CRA officer who shall have the responsibility of monitoring the institution's lending and evaluating its performance under this policy.  The CRA officer shall report to the Board of Directors at least quarterly on the level of the institution's compliance with this policy.

The CRA officer shall maintain the institution's public file and notices in conformity with Regulation BB.  A copy of any consumer complaints having a bearing upon the institution’s Community Reinvestment Act activities, along with the institution’s response to the complaint, shall be placed in the Institution’s CRA public file.
The CRA officer shall also conduct an educational program for all institution employees regarding the institution's policy and the requirements of the regulation.

It is the responsibility of senior management, particularly those in the lending functions of the institution, to ensure that the institution’ CRA goals are met.  The CRA officer is one resource such managers may call upon, but the ultimate power and responsibility is theirs, not the CRA officer’s.
The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of the board of directors at its next regular meeting following completion of the audit.
Regulation CC  –  Check 21 Policy  (For institutions that return original checks with consumer statements)
Defined terms. All terms used in this policy that are defined in the Check 21 law or its implementing regulation shall have the meanings assigned to them there. 
Legal equivalence. It is the policy of FURST Financial Institution (“the Institution”) to treat each substitute check that complies with the Check 21 requirements for legal equivalency as the legal equivalent of the original check for all persons and purposes. 

Disclosures. The Institution shall provide to its customers all disclosures that are required by law. The Institution shall provide Federal Reserve Model C-5A, modified as described below, to consumer deposit account holders on whose account the institution sends back original checks with periodic statements. That disclosure shall be provided to customers at the time the customer relationship is initiated, and to all customers who receive paid checks with their periodic deposit account statements. That disclosure shall also be provided to any consumer customer to whom the Institution provides a substitute check. It is the policy of the Institution not to provide substitute checks to consumers whenever it can legally avoid doing so. Instead, the Institution shall provide images, copies, or other information, rather than substitute checks. It is the policy of the Institution to give disclosures for re-credits that are granted, granted provisionally, denied, or reversed, whenever they are required, using the appropriate Federal Reserve Model Forms in Appendix C to Regulation CC. 

Time periods. It is the policy of the Institution to utilize the full time periods allowed for taking action under the regulation and the Model Forms. 

Claims. It is the policy of the Institution to require that all claims for expedited re-credit be made in writing, not orally. Furthermore, the Institution does not consider e-mail sufficiently secure to permit communication of account numbers, check information, and similar data. Therefore the Institution's disclosure on Federal Reserve Model C-5A shall be modified as permitted by Check 21 to state that requirement clearly by inserting the words “must be in writing and” immediately after the words “Your claim” in the section describing the requirements for a claim. 

It is the policy of the Institution to have a consumer explain his/her claim for expedited re-credit in his/her own words. Therefore the Institution shall not adopt any standard claim form for such re-credits. Instead, the Institution shall give any consumer who wishes to make such a claim another copy of Federal Reserve Model C-5A, modified as described above, because the requirements for a claim are explained there in very plain, government-approved language. 

Reconverting bank. It is the policy of the Institution not to create substitute checks itself, so that it will not become a reconverting bank, with all the liabilities that are imposed on such institutions by Check 21. It is the policy of the Institution not to permit its customers to cause it to become a reconverting bank without its knowledge and consent. Therefore the Institution shall amend its deposit agreements to provide that the customer will not, without the Institution's express advance written consent, deposit any substitute check into an account. 

Item standards. It is the policy of the Institution not to create liability for itself under Check 21 by introducing into the check collection or return process any item on which the necessary elements (names, account numbers, dates, amounts, signatures, endorsements, and the like) are not clearly legible when they are imaged or copied. Therefore the Institution shall amend its deposit agreements to provide that the customer will not write or deposit a check that is written in an ink type or color that does not reproduce clearly when imaged or copied. The Institution shall amend those agreements to provide that the customer will not write or deposit a check that bears designs, security features, or other elements that prevent the check from being imaged or copied with all of its necessary elements being reproduced clearly. 

Regulation CC – Check 21 Policy (Alternate) (For institutions that do not return original checks with consumer statements)
Defined terms. All terms used in this policy that are defined in the Check 21 law or its implementing regulation shall have the meanings assigned to them there. 
Legal equivalence. It is the policy of FURST Financial Institution (“the Institution”) to treat each substitute check that complies with the Check 21 requirements for legal equivalency as the legal equivalent of the original check for all persons and purposes. 

Disclosures. The Institution shall provide to its customers all disclosures that are required by law. Because the Institution has no consumer deposit account holders on whose accounts the institution sends back original checks with periodic statements, the Institution is not required to do a mass mailing of Check 21 notices to such customers.  The Federal Reserve Model C-5A disclosure, modified as described below, shall be provided to any consumer customer to whom the Institution provides a substitute check.  It is the policy of the Institution not to provide substitute checks to consumers whenever it can legally avoid doing so.  Instead, the Institution shall provide images, copies, or other information, rather than substitute checks.  It is the policy of the Institution to give disclosures for re-credits that are granted, granted provisionally, denied, or reversed, whenever they are required, using the appropriate Federal Reserve Model Forms in Appendix C to Regulation CC. 

Time periods. It is the policy of the Institution to utilize the full time periods allowed for taking action under the regulation and the Model Forms. 

Claims. It is the policy of the Institution to require that all claims for expedited re-credit be made in writing, not orally. Furthermore, the Institution does not consider e-mail sufficiently secure to permit communication of account numbers, check information, and similar data. Therefore the Institution's disclosure on Federal Reserve Model C-5A shall be modified as permitted by Check 21 to state that requirement clearly by inserting the words “must be in writing and” immediately after the words “Your claim” in the section describing the requirements for a claim. 

It is the policy of the Institution to have a consumer explain his/her claim for expedited re-credit in his/her own words. Therefore the Institution shall not adopt any standard claim form for such re-credits. Instead, the Institution shall give any consumer who wishes to make such a claim another copy of Federal Reserve Model C-5A, modified as described above, because the requirements for a claim are explained there in very plain, government-approved language. 

Reconverting bank. It is the policy of the Institution not to create substitute checks itself, so that it will not become a reconverting bank, with all the liabilities that are imposed on such institutions by Check 21. It is the policy of the Institution not to permit its customers to cause it to become a reconverting bank without its knowledge and consent. Therefore the Institution shall amend its deposit agreements to provide that the customer will not, without the Institution's express advance written consent, deposit any substitute check into an account. 
Item standards. It is the policy of the Institution not to create liability for itself under Check 21 by introducing into the check collection or return process any item on which the necessary elements (names, account numbers, dates, amounts, signatures, endorsements, and the like) are not clearly legible when they are imaged or copied. Therefore the Institution shall amend its deposit agreements to provide that the customer will not write or deposit a check that is written in an ink type or color that does not reproduce clearly when imaged or copied. The Institution shall amend those agreements to provide that the customer will not write or deposit a check that bears designs, security features, or other elements that prevent the check from being imaged or copied with all of its necessary elements being reproduced clearly.
Regulation CC, Funds Availability Policy (All Items Next Day Availability Schedule)
It is the policy of FURST Institution to comply with the Expedited Funds Availability Act in making customers’ deposits available to them within the timeframes prescribed by the regulation.  Given the complexity of this regulation, it is the policy of the institution to implement appropriate and detailed procedures to ensure compliance.

All terms used in this policy which are defined in Regulation CC shall have the same meaning as in Regulation CC.

It is the institution's policy to make funds deposited by its customers generally available for withdrawal on the first business day following the banking day that the funds are deposited. As such, all disclosures regarding the institution’s policy will reflect the institution’s policy to make all items generally available the next business day after the day of deposit.

Notwithstanding the foregoing, in some cases, we will not make all of the funds that the customer deposits by check available to the customer on the first business day after the day of deposit, by invoking a case-by-case hold authorized by Regulation CC. In that case, funds may not be available until the second business day after the day of deposit. The first $200 of the customer’s deposits, however, will be made available to the customer on the next business day after the day of deposit.

If funds are held pursuant to a case-by-case hold, the institution will notify the customer at the time the deposit is made. The institution will also inform the customer as to when the funds will be available. If the customer’s deposit is not made directly to one of the institution’s employees, or if the institution decides to invoke a case-by-case hold after the customer has left the premises, the institution will mail the notice to the customer by the first business day following the day the customer’s deposit is received.
Furthermore, anytime the institution determines there is reasonable cause to doubt the collectability of a deposit item, the institution will invoke the procedure authorized by Regulation CC to place an exception hold on the item.  In this instance, the institution will provide the customer with the appropriate reasonable cause to doubt collectability exception hold notice under Regulation CC and hold the funds pursuant to Regulation CC's exception hold schedule.

Regulation CC also authorizes the institution to extend holds beyond the normal availability schedule for certain other exceptions denoted in the regulation.  Where appropriate, the institution will invoke these exception holds and provide the proper notice to the customer. 

At least once each calendar quarter, a report shall be provided to the Board of Directors of any losses the institution has sustained because of this policy.

FURST Institution shall provide funds availability training to all employees involved in deposit operations or any other institution activity governed by the Expedited Funds Availability Act.

Regulation CC, Funds Availability Policy (Normal Availability Schedule)
It is the policy of FURST Institution to comply with the Expedited Funds Availability Act in making customers’ deposits available to them within the timeframes prescribed by the regulation.  Given the complexity of this regulation, it is the policy of the institution to implement appropriate and detailed procedures to ensure compliance.

All terms used in this policy which are defined in Regulation CC shall have the same meaning as in Regulation CC.

It is the institution's policy to make available to depositors the funds deposited in their accounts in accordance with the availability schedule for different types of deposits as set forth in Regulation CC.

Regulation CC also authorizes the institution to extend holds beyond the normal availability schedule for certain exceptions denoted in the regulation.  Where appropriate, the institution will invoke these exception holds and provide the proper notice to the customer.

At least once each calendar quarter, a report shall be provided to the Board of Directors of any losses the institution has sustained because of this policy.

FURST Institution shall provide funds availability training to all employees involved in deposit operations or any other institution activity governed by Regulation CC.

Discretionary Overdraft Protection Program Policy
Policy

It is the policy of FURST Financial Institution to provide its customers convenience in its banking services.  FURST recognizes that there may be times when a customer inadvertently overdraws its checking account, so in addition to providing overdraft protection through linked accounts or established lines of credit, FURST may also offer customers a discretionary Overdraft Protection Program consistent with the requirements of this policy.

(Alternative Paragraphs)

(A) FURST Financial Institution will obtain affirmative consent of consumers prior to providing this discretionary Overdraft Protection Program to a customer’s account.  If the consent is verbal, then it shall be clearly noted in the institution’s file.

(B) FURST Financial Institution will automatically provide this discretionary Overdraft Protection Program to all qualified accounts (as defined in its eligibility policy) unless the consumer opts out of this participation.  Any notices provided to the customer concerning the availability of this program shall clearly provide the customer with the ability to opt out of this program.

In addition, FURST Financial Institution will provide a Regulation E compliant opt-in notice for its customers who desire to have FURST Financial Institution provide discretionary overdraft coverage to consumer ATM and one-time debit card transactions.  Furthermore, prior to charging a fee for paying overdrafts arising from ATM or one-time debit card transactions, FURST will obtain the consumer’s affirmative consent to opting into this discretionary overdraft coverage service, and shall provide the consumer a written confirmation of the consumer’s opt-in, along with a written notice of the consumer’s right to revoke the opt-in at any time. 

All customer service employees will be trained on the various overdraft protection options that the institution offers its customers, along with the features, costs, and terms of each program.  In explaining these options to institution customers, the customer service employees must also identify for the customer the risks and problems that could result from relying on these programs and the consequences of abuse.

All written descriptions of the discretionary Overdraft Protection Program offered by this institution shall comply with Regulation DD and its requirements for advertising.  Whenever the program is explained or presented to the customer, it shall clearly disclose: 

1. The types of transactions that may cause an overdraft fee, any fees associated with the program including the non-sufficient funds (“NSF”) fee charged by the Institution regardless of whether the Institution will honor the check, together with any other fee or interest rate that may apply (such as a fee for allowing the account to remain in an overdrawn status);
2. That any fees or interest charged count towards the total amount of the overdraft protection limit established by the Institution;

3. That more than one Overdraft Protection Program fee may be charged against an account each day, depending upon the number of transactions processed or checks presented to the Institution;

4. The order in which transactions and checks are posted against the account;

5. That the Institution reserves the right to not pay any check, without advance notice, or otherwise suspend the Overdraft Protection Program in the event:

a. Overdrafts exceed a maximum amount of $XXX, which amount may be subject to change without notice to the customer;
b. Regular monitoring of the account leads the Institution to conclude that there has been excessive customer use of the program.  In the event that this occurs, the customer will be notified after this privilege has been cancelled and invited to come into the Institution to discuss other available options for managing their credit needs;
c. The account remains in an overdraft status for more than XX days (suggest seven days);

d. The customer is in default of other obligations to the Institution; or

e. At any other time at the Institution’s discretion.

To effectively manage the credit, operational and other risks associated with the Overdraft Protection Program, the Institution will establish these risk management procedures:

1. Establish and implement clear eligibility standards along with well-defined dollar limits for accounts, taking into consideration such things as the length of time the customer has maintained an account at the Institution, the average daily balance in the account, and the number of past overdraft occurrences in the last XX months;
2. Monitor such accounts regularly and identify customers who have become excessively reliant on the overdraft protection program;
3. Perform regular reviews of the overall program to ensure that product volume, profitability, and credit performance remain in line with expectations, and report findings regularly to management;
4. Implement a review process for overdraft fees in situations where more than XX overdraft fees are charged against an account in one day or where the amount of the overdraft fees associated with multiplied items exceeds XX% of the amount overdrawn.

In addition, the institution will establish meaningful follow-up procedures, such as enhanced periodic statements or a communication targeted to the customer, to address customer excessive or chronic use of the overdraft service, particularly where a customer overdraws an account more than six (6) occasions in a rolling twelve month period.  Such meaningful follow-up will consist of reasonable efforts to provide the customer with information on alternatives to the institution’s discretionary overdraft payment service, such as a line of credit or sweep account arrangement, which may be better suited to the customer’s need for short-term credit, as well as a providing the customer with a clear mechanism to access these alternatives.  
The Institution will report all overdraft balances as a loan and, accordingly, in the event of a loss to the Institution as a result of the Overdraft Protection Program, the Institution will charge off the loss against its allowance for loan and lease losses.  Uncollected overdraft fees will be charged off against overdraft fee income or an associated earned fee loss allowance.  Any overdraft remaining unpaid shall be written off at 30 days, regardless of whether the customer has committed to an extended payment plan to pay back the overdraft.  Any repayment plan that extends beyond 30 days will be treated as a recovery against the resulting write-off of that overdraft.  The Institution may provide another loan product to a customer to resolve an overdraft situation subject to normal underwriting criteria.

Any exceptions to this policy must be approved in advance in writing by ____________.   Management shall develop procedures to implement this policy and shall report to the Board of Directors at least annually regarding the Institution’s compliance with this policy and whether any changes should be considered.
Regulation DD – Truth in Savings Policy

It is the policy of FURST Financial Institution to provide to its customers and potential customers complete and accurate information about its deposit accounts and in particular, accounts offered to consumers.  It is also the policy of FURST Financial Institution to comply with all state and federal regulations regarding deposit account disclosures.  Accordingly:

· The institution shall prepare account disclosures to consumers;
· Institution personnel shall follow the attached procedure in opening deposit accounts for consumers;
· Institution personnel shall follow the attached procedure in responding to requests for account information from consumers;
· The institution shall provide all consumer account holders all subsequent account disclosures required by either state or federal regulation;
· All advertising by the institution shall be accurate and not misleading.  If the advertisement states an annual percentage yield, interest rate, or bonus, all other required disclosures shall also be given.  All advertising shall state that the accounts of the institution are insured by the Federal Deposit Insurance Corporation.

The institution shall maintain all records of account disclosures required by state or federal regulations.  Periodically, the institution's compliance officer shall audit the institutions' compliance with this policy and report the results of the audit to the institution's audit committee.

It is, and shall be, the policy of FURST Financial Institution ("the institution") to comply with all provisions of the Federal Truth in Savings Act and the Consumer Financial Protection Bureau Regulation DD.  Appropriate disclosures shall be given to consumers concerning all deposit accounts that the institution offers which are affected by Regulation DD, including account disclosures to consumers who inquire about account terms or who open new accounts.  All advertising for consumer deposits shall comply with the advertising rules of Regulation DD.  All communications with consumer deposit account holders, including periodic statements, maturity notices for time deposits, and change-in-term notices shall meet the requirements of Regulation DD.  It is the policy of the institution to begin paying interest on deposits of noncash items (on the day of deposit/on the day the institution receives credit for the deposit).

Management shall develop procedures to implement this policy and shall report to the Board of Directors at least annually regarding the institution's compliance record with the policy and whether any changes in the policy should be considered. 

Regulation GG – Unlawful Internet Gambling

It is the policy of FURST Financial Institution (“the institution”) to comply with the requirements of Regulation GG to have policies and procedures in place that are reasonably designed to identify and block, or otherwise prevent or prohibit, restricted transactions involving unlawful internet gambling.  The institution is a non-exempt participant under the regulation and will comply with its policies and procedures, as well as any policies and procedures of any designated payment systems with respect to which the institution is a non-exempt participant, to meet the requirements of Regulation GG.
__________________ is directed to develop and implement procedures for due diligence for the institution’s commercial customers, as well as procedures for each designated payment system with respect to which the institution is a non-exempt participant.  In addition, the institution will provide a notice to all commercial customers informing them that restricted transactions are prohibited from being processed through the account or relationship.  _________________ shall also provide such training as necessary to implement this policy and the related procedures, and shall report to the Board of Directors at least annually regarding the institution’s compliance with this policy and whether any changes should be considered.

Remote Deposit Capture Policy

In order to provide enhanced services to commercial customers and to provide fee income to the institution, FURST Financial Institution will permit certain commercial customers to remotely capture check information and transmit electronic information from those checks to the institution for deposit.  Customers using this remote capture deposit shall only be permitted to use this product on checks they receive from their customers in the ordinary course of business and any agreement entered into between the customer and the institution will contain representations and warranties to the institution concerning the checks being submitted via a remote capture device.  In doing so, it is and shall be the policy of the institution to prevent financial or reputation loss to the institution in providing this service.   The Board of Directors will appoint ___________________, Security Officer of the institution, to establish appropriate guidelines, contracts and procedures to protect both the institution’s financial interests and reputation from careless or unethical banking practices.

FURST Financial Institution will only permit established commercial customers to utilize remote capture and will require that these customers agree to indemnify the institution against and hold it harmless from any losses or claims arising from these checks.  In evaluating a commercial customer’s request to participate in a remote capture program, the institution shall:
1. Investigate the character and creditworthiness of the customer, its officers, directors and where deemed necessary, its employees, and the nature and operation of the customer's business following guidelines similar to those used if the customer were borrowing an amount equal to the total amount of all remotely captured checks it is projected to process during any month;
2. Obtain a signed agreement from the customer, in a form approved by the institution's counsel, binding the customer: (a) to indemnify the institution against, and hold it harmless from, any losses and claims arising out of the customer's use of a remote capture device; and (b) to abide by any  applicable laws, rules, and regulations, 
3. Require customer to only use an institution approved equipment for perform remote capture, and

4. Require collateralization of this obligation where deemed necessary.
After agreeing to accept remotely captured checks for a customer, the institution shall monitor the customer's account activity to ensure that:

1. Activity levels remain within expected range and any unusual activity is investigated promptly;

2. No significant deterioration has occurred in the creditworthiness of the customer;

3. Consumer complaints are few and responded to promptly by the customer;

4. Any complaints or returns are resolved promptly and without loss to the institution;
5. All terms and conditions of the remote capture agreement are followed, 

6. No checks that are presented electrically are subsequently presented as paper items, and

7. Any significant changes in ownership, management, or staffing of the customer are brought to the institution’s attention immediately and the relationship will be promptly evaluated based upon those changes.
The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of this board at its next regular meeting following completion of the audit.
Remotely Created Checks Policy

In order to provide enhanced services to commercial customers and to provide fee income to the institution, FURST Financial Institution will permit certain commercial customers to deposit remotely created checks which they represent and warrant have been authorized by their customers.  In doing so, it is and shall be the policy of the institution to prevent financial or reputation loss to the institution in providing this service.   The Board of Directors will appoint ___________________, Security Officer of the institution, to establish appropriate guidelines, contracts and procedures to protect both the institution’s financial interests and reputation from careless or unethical banking practices.

FURST Financial Institution will only permit established commercial customers to deposit remotely created checks and will require that these customers agree to indemnify the institution against and hold it harmless from any losses or claims arising from these checks.  In evaluating a commercial customer’s request to deposit remotely created checks the institution shall:

1.
investigate the character and creditworthiness of the customer, its officers, directors and where deemed necessary, its employees, and the nature and operation of the customer's business following guidelines similar to those used if the customer were borrowing an amount equal to the total amount of all remotely created checks it is projected to process during any month;

2. obtain a signed agreement from the customer, in a form approved by the institution's counsel, binding the customer: (a) to indemnify the institution against, and hold it harmless from, any losses and claims arising out of the customer's deposit of remotely created checks; and (b) to abide by the rules established by the Federal Trade Commission concerning telephone sales and any other applicable laws, rules, and regulations, governing consumer transactions and,

3. require collateralization of this obligation where deemed necessary.

After agreeing to accept for deposit remotely created checks for a customer, the institution shall monitor the customer's account activity to ensure that:
1. activity levels remain within expected range and any unusual activity is investigated promptly;

2. no significant deterioration has occurred in the creditworthiness of the merchant;

3. consumer complaints are few and responded to promptly by the customer;

4. any complaints or returns are resolved promptly and without loss to the institution;

5. all terms and conditions of the remotely created check agreement are followed, and

6. any significant changes in ownership, management, or staffing of the customer are brought to the institution’s attention immediately and the relationship will be promptly evaluated based upon those changes.

The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of this board at its next regular meeting following completion of the audit.

RESPA Policy

It is the policy of FURST Financial Institution to comply with all provisions of the Real Estate Settlement Procedures Act and the CFPB's Regulation X.  Specifically, the institution shall provide to each applicant for a RESPA-covered loan timely and accurate disclosures as required by the regulation, including, when appropriate, a "Good Faith Estimate" of settlement and closing costs, HUD's Special Information Booklet, a Servicing Transfer Disclosure, and a HUD-1/or/1A Settlement Statement.  If an escrow is established on a RESPA-covered loan, the escrow amounts shall be calculated in accordance with the requirements of the regulation, and appropriate initial and annual disclosures shall be provided to the borrower.

If the institution transfers or acquires the servicing of any RESPA-covered loan, the institution shall make a timely, accurate servicing transfer disclosure to the borrower.

The institution shall neither give nor accept anything of value for the referral of a settlement service other than as compensation for the reasonable value of services actually performed.

It shall be the responsibility of the institution's compliance officer to prepare procedures for the implementation of this policy and to provide training for the institution's employees as necessary.  Records and documents evidencing compliance with the regulation shall be retained for a minimum period of five years.

RESPA Escrow Policy

It is the policy of the Institution (the “Institution”) to follow escrow requirements as set forth in the Real Estate Settlement Procedures Act, The Truth In Lending Act, the Dodd-Frank Wall Street Reform and Consumer Protection Act, in any other law, and as may be defined by any future legislative changes.

The Institution requires/does not require escrows for all/any consumer purpose, dwelling secured loans and lines of credit.

(If you do not require escrows for all consumer purposes, dwelling secured loans, please include the next sentence.  If you require escrows on all dwelling secured loans, please delete the next sentence.)

The Institution only requires escrows on first lien higher priced mortgage loans that it originates.  Once escrow is established for an account, the Institution permits/does not permit the borrower to cancel escrow five years after loan consummation.

The Board of Directors of the Institution designates the Chief Lending Officer to monitor compliance with this policy, and to identify any areas in which the policy needs to be amended or changes to be consistent with regulatory mandates. The Chief Lending Officer will also be designated to establish procedures in conjunction with this policy.

This policy shall be reviewed annually and any changes recommended to the Board at its meeting immediately following the annual review of the policy.

The Board designates the Institution’s Compliance Officer to provide training necessary to the staff in order to be able to properly identify the types of loans that will require escrow so that the Institution maintains compliance with this policy.
SAFE Act Policy

It is the policy of FURST Institution to comply with all the provisions of the Secure and Fair Enforcement for Mortgage Licensing Act of 2008 (“SAFE Act”).  The SAFE Act was enacted to enhance consumer protection and reduce fraud by setting minimum standards for the licensing and registration of Mortgage Loan Originators.  The Act requires Mortgage Loan Originators employed by federally insured depository institutions or their subsidiaries to register with the Nationwide Mortgage Licensing System and Registry, and to maintain current registration in that system. Financial institutions are required by the Act to maintain adequate policies and practices which will ensure that all employees acting in the capacity of Mortgage Loan Originators register in the Nationwide Mortgage Licensing System and update their registration annually during the annual renewal period in November and December of each year.

The term “Mortgage Loan Originator” is defined under the SAFE Act as:  

“an individual who takes a residential mortgage loan application and offers or negotiates terms of a residential mortgage loan for compensation or gain.”  
The definition does not include an individual who performs purely administrative or clerical tasks on behalf of an individual who is a Mortgage Loan Originator.  The term also does not include a person who performs only real estate brokerage activities and is licensed or registered as a real estate broker in accordance with applicable State law, unless the individual is compensated by a lender, a mortgage broker, or other loan originator or by an agent of such lender, the mortgage broker, or other mortgage loan originator.  Finally, the term does not include a person who is solely involved in extensions of credit related to timeshare plans.  

It is the policy of FURST Institution that {INSERT NAME OF INDIVIDUAL OR POSITION RESPONSIBLE} will at least annually define, by name or position, all individuals who are authorized by FURST Institution or its subsidiaries to act in the capacity of Mortgage Loan Originators.  Personnel records will be clearly annotated as needed to identify positions or individuals serving in that capacity.  It is also the policy of FURST Institution that only individuals so authorized are permitted to provide the services of Mortgage Loan Originators and that no other individuals employed by this organization will be allowed or permitted to serve in that capacity. 
Management of FURST Institution will ensure that all individuals acting as a Mortgage Loan Originator for FURST Institution or for a subsidiary of FURST Institution:

· Provide identification and background information as needed to become registered with the Nationwide Mortgage Licensing System and Registry prior to being allowed to serve the public in the capacity of a Mortgage Loan Originator;
· Renew their registration annually as required;
· Disclose their registration number to applicants as required on applications taken by them or processed with their assistance.
Management will also establish a process for reviewing employee criminal history background reports received during the registration or renewal process and shall maintain records of such reports and any actions taken based on the reports.  

Management will also take actions to ensure that it verifies the existence of appropriate SAFE Act policies and procedures of any third party with which the institution has arrangements related to mortgage loan origination.  The continuing absence of satisfactory SAFE Act policies and procedures on the part of such third parties involved in mortgage loan origination shall be cause for discontinuance of FURST Institution’s utilization of their services.

Management will ensure that all Mortgage Loan Originators employed by the institution or by a subsidiary of the institution are appropriately trained with regards to their duties and obligations under the SAFE Act and with regards to the institution’s policies and procedures.  Each individual identified and authorized to serve in the capacity of a Mortgage Loan Originator is to be formally instructed as to the registration requirements of the SAFE Act and receive and acknowledge receipt of this policy before being allowed to serve in that capacity.  Management will also ensure that all staff engaged in the handling or processing of residential mortgage loan applications are trained in the requirements of the SAFE Act and understand the Act’s prohibition against unregistered individuals engaging in activities which would cause them to be considered to be Mortgage Loan Originators.

An annual independent review and verification of the currency of registration of all of FURST Institution’s Mortgage Loan Originators is to be conducted by March 1st of each year by {INDICATE THE NAME OF THE INDIVIDUAL OR DEPARTMENT RESPONSIBLE FOR THE ANNUAL VERIFICATION REVIEW}.  A report of the results of such annual review and verification is to be presented to the Board.

Any employee of FURST Institution or any of its subsidiaries who serves in the capacity of a Mortgage Loan Originator without complying with the requirements of this policy will be subject to appropriate disciplinary action, including the possibility of termination.  Any Mortgage Loan Originator who fails to conform to the requirements of this policy will be required to take timely actions to resolve non-compliance and may be subject to appropriate disciplinary actions, including possibly termination.

Safe Deposit Box Policy

It is the policy of FURST Financial Institution to exercise reasonable care and precaution against loss of our customers' safe deposit box contents.  In the event of a loss, subject to state law,  FURST Financial Institution may be liable for the loss unless the Institution can demonstrate that it had maintained this required standard of care.  The Institution will also ensure the privacy of our customers when entering safe deposit boxes.  Two keys will be required to open a safe deposit, and the Institution and the customer will each possess one.  Only upon the order of a court or where necessary to protect the Institution, will the Institution open a safe deposit box without the presence of the customer.  The head of safe-deposit box operations shall draft and implement procedures and operating rules for the safe-deposit box area, and amend them from time to time as appropriate to maintain compliance with this policy.  The following is an overview of general principles to follow in managing safe-deposit box operations.
A signed lease contract will be on file for each customer’s safe deposit box, which will cover the rental, use, and termination of the lease.  Both the key of the customer and the institution’s guard key will be required to open any safe deposit box.  The Institution will not hold any customer keys for renters.  The guard key will be held under absolute institution control.  Thorough records will be maintained and signatures verified against official documents to ensure that only authorized renters gain access to a safe deposit box.  Detailed admittance records will be maintained evidencing each customer’s entry into a safe deposit box, noting time and date of the entry.

When a customer wishes to gain access to a safe deposit box, the box will remain closed when removed from the vault.  The renter's key will be removed and returned to customer, and the vault relocked.  The vault custodian will escort the renter to a private coupon booth in which the renter may examine the contents of the box.  Institution personnel are prohibited from assisting the renter in opening, observing or examining the contents of any safe deposit box.  Institution personnel must never permit a customer to show any Institution employee the contents of the safe-deposit box.  Institution personnel must always decline, politely but firmly, to view the contents of a safe-deposit box, citing institution policy.  Nonetheless, Institution personnel must always remain aware of the Institution's obligation under federal law to report suspicious transactions.  The vault custodian will witness the relocking of the safe deposit box, and will ensure that the number of the box corresponds to the number of the box that was removed.  Coupon booths will be checked by institution personnel before further renter use to ensure that nothing of value was left behind.

Upon termination of a box lease, a signed acknowledgment of receipt of all property and release of liability will be collected from the renter.  All locks will be changed when a box is surrendered, whether or not keys are lost.  In the event that a box need be drilled, the drilling will be witnessed by two institution employees, at least one of whom is a vice president or higher officer.  Contents of drilled boxes will be carefully inventoried, packaged, and placed under dual control.  All extra locks and keys will likewise be placed under dual control.

The head of safe-deposit box operations shall also implement periodic training of pertinent personnel regarding this policy, its implementing procedures and operating rules, and shall report to the Board of Directors at least annually regarding compliance with this policy, along with any losses and liability issues that may arise.

Sale of Insurance Products Policy

It is and shall be the policy of FURST Financial Institution and its affiliates (collectively, the “institution”) to comply with all federal and state laws pertaining to the sale of insurance products.  Such insurance products shall include, without limitation, credit life, health, accident, and casualty insurance (“Insurance Products”).

It shall be the responsibility of the institution’s management for ensuring the sales of the institution’s Insurance Products are conducted in a safe and sound manner and in accordance with applicable federal and state law.  Sound management practices include, without limitation, active oversight by senior management, competent personnel, and internal controls that effectively identify, monitor, and control significant aspects of the institution’s Insurance Products sales operations.

All Insurance Products sold by the institution shall first be reviewed by the institution’s Chief Financial Officer (“CFO”) and approved by that officer as appropriate products for the institution’s customers.  Thereafter, the CFO shall periodically review all Insurance Products previously approved for continuing appropriateness for sale to the institution’s customers.

As needed, the institution shall seek advice from professionals with expertise in the insurance field who can provide guidance with respect to legal, regulatory, and business considerations presented by the sales activities of the institution’s Insurance Products.

The institution shall also, timely and regularly, provide training to its employees that sell the Insurance Products in order to keep said personnel aware of the latest innovations in financial products, changes in institution policies, and developments in applicable laws or regulations.  Such training efforts shall include, without limitation:

· Clearly defining the responsibilities of personnel authorized to sell Insurance Products and the scope of the activities of any third party involved in the sales program;
· Verifying that sales personnel are licensed and in good standing under applicable state law, and if appropriate, federal law, and, where feasible, ascertaining whether individuals have been the subject of disciplinary action; and

· Limiting the involvement of tellers and individuals not qualified to sell Insurance Products or having them direct customers to qualified personnel who can provide authoritative information.

Prior to any sale of Insurance Products, the salesperson shall obtain sufficient information from the customer to determine that the Insurance Product being sold is an appropriate investment for that customer.  All sales of Insurance Products shall be done in an area of the institution separate from where deposits are taken.

With respect to advertising of Insurance Products, it shall be the policy of the institution and the responsibility of the institution’s management to ensure that:

· To the extent disclosed, the nature, terms, or conditions of the Insurance Products to be sold, and the financial condition of any person, entity, or legal reserve system in any way related to Insurance Products, are not misrepresented;
· Disclosures regarding Insurance Products identify clearly the company that is underwriting the Insurance Products and that the company is not the institution;
· Steps are taken through other disclosures, including, without limitation, prominent and distinct signage, separate business cards, and distinctive promotional material, to minimize customer confusion about the nature of the Insurance Products, and to clarity that the Insurance Products are not deposit products or obligations of the institution, are not guaranteed by the institution, are not insured by the FDIC or any other agency of the United States, and in the case of an Insurance Product that involves investment risk, that there is investment risk associated with  the product, including the possible loss of value; and

· Terminology customarily associated with insured institution products that obscures the nature of a payment or policy is avoided, e.g., use of the word “deposit” to describe a premium payment, or referring to an insurance policy as an “account.”

All customers, prior to purchasing Insurance Products, shall be advised that the Insurance Products are not deposit products or obligations of the institution, are not guaranteed by the institution, are not insured by the FDIC or any other agency of the United States and, if applicable, involve investment risk and possible loss of value.

Particularly, it shall be the policy of the institution that, when Insurance Products are sold in conjunction with the extension of any credit that, pursuant to the Gramm-Leach-Bliley Act, the institution shall provide oral and written statements to the consumer as follows:
At the time the consumer applies for the credit that prompts the institution to attempt sale of the Insurance Product:

· The institution may not condition an extension of credit to you on either: (1) your purchase of an insurance product or annuity from the institution or any of its affiliates; or (2) your agreement not to obtain, or a prohibition on your obtaining, an insurance product or annuity from an unaffiliated entity. You are free to purchase an insurance product or annuity from another source.
Before the sale is completed:

· This product is not a deposit or other obligation of, or guaranteed by, the institution or an affiliate of the institution. It is not insured by the Federal Deposit Insurance Corporation or any other agency of the United States, or the institution [Add, if appropriate: or an affiliate of the institution]. [If investment risk exists, as with a variable annuity, for example, add: There is investment risk associated with this product, including the possible loss of value.]
It shall be the responsibility of management of FURST Financial Institution to develop procedures to implement the policies stated herein.  At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.

Sale of Retail Non-deposit Investment Products Policy

The following are the policies of FURST Financial Institution regarding the sale of Retail Non-deposit Investment Products ("RNIP") by the institution and its affiliates.

· All RNIP sold by the institution shall first be reviewed by the institution's Chief Financial Officer ("CFO") and approved by that officer as appropriate investment products for the institution's customers.  Thereafter, the CFO shall periodically review all RNIP previously approved for continuing appropriateness for sale to the institution's customers.  No approved RNIP shall contain the institution's name or similar name that would cause customer confusion.

· All employees of the institution, its affiliates, or any third-party making institution related sales of RNIP shall have thorough product knowledge of the RNIP being sold and shall be trained in customer protection requirements.  Prior to any sale, the salesperson shall obtain sufficient information from the customer to determine that the RNIP being sold is an appropriate investment for that customer.

· All sales of RNIP shall be done in an area of the institution separate from where deposits are taken.  Personnel selling RNIP, to the extent possible, should not have deposit taking duties, and in no event shall any employee take deposits and sell RNIP at the same time.

· All customers, prior to purchasing, or opening an account to purchase RNIP shall be advised that the RNIP is not FDIC-insured, are not obligations of the institution, are not guaranteed by the institution and involve investment risk including the possible loss of principal.

It shall be the responsibility of management of FURST Financial Institution to develop procedures to implement the policies stated herein.  At least annually, FURST Financial Institution's internal auditor shall audit compliance with the procedures and report the results of the audit to FURST Financial Institution's audit committee.

Servicemember's Civil Relief Act Policy

It is the policy of FURST Financial Institution to comply with all United States laws, regulations, and orders regarding the protection of individuals (and their dependents) in the United States armed forces.  This includes members of the U.S. Marines, Air Force, Army, Navy, Coast Guard, National Guard, and reserve members if they are called to active duty.

The purpose of the Servicemember’s Civil Relief Act (“SCRA”) is to prevent loss of residence, automobile, or similar personal property when the debtor is on active duty and living on a military pay scale.  FURST Financial Institution will not terminate any consumer contracts or repossess any property due to nonpayment during the period of the debtor’s active military service.

FURST Financial Institution will apply a maximum rate of six percent (6%) on loans made prior to the start of the individual’s active service.  This interest rate limitation will apply during the individual’s term of active service, and up to one year thereafter.

Further, in compliance with the SCRA and the Helping Heroes Keep Their Homes Act (“HERA”), it is the policy of FURST Financial Institution not to institute proceedings for the foreclosure, sale or seizure of property owned by a servicemember for the duration of active duty status and for twelve additional months after the termination of active duty.

The institution’s compliance officer shall be responsible for monitoring the institution’s compliance with this policy, and shall report to the Board of Directors at least annually regarding the Institution’s compliance with this policy.

Unfair, Deceptive or Abusive Acts or Practices Policy

It is the policy of FURST Financial Institution that it shall comply with section 5(a) of the Federal Trade Commission Act that prohibits “unfair or deceptive acts or practices (UDAP) in or affecting commerce,” and comply with section 1031 of the Dodd-Frank Wall Street Reform and Consumer Protection Act “Prohibiting Unfair, Deceptive, or Abusive Acts or Practices” (UDAAP), as well as state law.  The Board of Directors and management of the institution recognize that UDAAP violations can present significant legal, reputational, and compliance risk for the institution.  The Board of Directors and management also acknowledge that the prohibition against UDAAP does not only apply to products and services, but to every activity of the institution.  The institution therefore encourages incorporating best practices for all aspects of its operations to avoid engaging in acts or practices that are determined to be unfair, deceptive, or abusive. 

It shall be the responsibility of institution management to create a management program that addresses UDAAP and focuses on the prompt correction of any such identified acts or practices.  The degree of specificity with which the compliance management program should address UDAAP will vary depending upon the institution’s current size, intricacy, and product offerings.   As the institution increases in size, so should the complexity of the institution’s UDAAP management program. 

It shall be the responsibility of institution management to review the institution’s internal policies, procedures, and controls for UDAAP prevention and to identify and address particular areas of concern.  For example, the institution should ensure that advertising and promotional materials, specifically regarding initial and subsequent disclosures with respect to terms and conditions, re-pricing, and changes in terms offered by the institution are reviewed to avoid UDAAP.  Also, the institution must ensure that products and services targeted toward the elderly, financially vulnerable, or financially unsophisticated are developed with particular caution so as to avoid potential UDAAP.  

It shall be the responsibility of institution management to determine whether a particular act or practice is unfair, deceptive, or abusive.  Such a determination will depend on an analysis of the facts and circumstances surrounding a particular violation or complaint with an understanding that individual violations or complaints, when combined, may raise potential UDAAP concerns.  Therefore, institution management shall both monitor individual violations and complaints and monitor violations and complaints received relating to each product and service offered by the institution. 

It shall be the responsibility of institution management to provide training on UDAAP to all institution employees periodically.  Training shall address all aspects of the institution’s operations with an emphasis on areas of concern uncovered by the institution through an analysis of information gathered in the institution’s management program. 
The institution's auditor shall audit compliance with this policy at least annually and shall report the results of such audit to the audit committee of this board at its next regular meeting following completion of the audit.
Vacation Policy

It is the policy of FURST Financial Institution (the "Institution") that every active officer or employee be absent from his or her duties for an uninterrupted period of not less than two consecutive weeks each calendar year.  Any active officer or employee who requests an exception to this policy shall do so in writing addressed to the head of the personnel department.  The head of the personnel department shall evaluate the request and either decline it or recommend that it be approved.  If approval is recommended, the request shall be forwarded to the institution's chief executive officer for a final decision.  If that officer approves the request, all documentation concerning the request shall be presented to the audit committee, which shall review the documentation and comment as appropriate to the CEO for future guidance.  The documentation shall be retained permanently in the employee's personnel file.  No employee may be granted exceptions to the vacation policy in two consecutive years without prior approval of the second exception by the audit committee.  Any such approval shall be documented fully in the records of the audit committee. 

Wire and Remittance Transfer Policy (Community Bank)

It is the policy of FURST Bank (the “Institution”), with respect to wire transfers of funds, to obtain all information required by regulations implementing the Bank Secrecy Act and to retain that information in the manner and for the period required.  It is also the policy of FURST Bank to originate or receive wire transfers only for customers that have either a deposit or loan account with the institution.

It shall also be the policy of FURST Bank to perform its wire transfer operations and services in conformity with this policy. This policy is in addition to any other policies established for such operations and services. Exceptions to this policy may be authorized in individual cases by a writing signed in advance by the Institution’s chief executive officer, or in his or her absence, by the [other senior officer title]. Any such exception shall be reported to the audit committee at its next meeting. No other exceptions are allowed.

Permitted Parties. The Institution will perform wire transfers, both inbound and outbound, for the following persons:

· Established customers who have deposit or other accounts at the Institution


[Optional: Walk-in requestors of wire transfer services who have been identified through the 


Institution’s Customer Identification Program (“CIP”)]


[Others as desired. Change last sentence of first paragraph of this policy as needed].

Additional Processes – Outbound.  In addition to the Institution’s normal operational processes for wire transfers, the officer or employee responsible for handling a particular outbound wire transfer shall ensure that the following steps are completed and fully documented to the Institution’s files:

If the customer or banker believes that wire transfers will be recurring events, have the customer complete the Institution’s standard wire transfer agreement (with appropriate authorizing resolutions, also on the Institution’s standard forms, if the customer is an entity, such as a corporation, partnership, LLC, LLP, or government body). [Note to institution: unless the transfer is a “remittance transfer” as defined in Regulation E, be sure agreement complies with UCC Article 4A. See Federal Reserve Regulation J, Appendix B.]

Verify that the funds in any account that is to be debited to pay for a wire transfer are good, collected funds.

Obtain the sender’s signature on the Institution’s standard form for wire transfer requests. [Optional: If the sender is not an established customer of the Institution, photograph the sender and get his/her thumbprint on the request form. Change first paragraph of this policy as needed.]

Check the names of all the sender(s) and beneficiar(ies) against any government list of blocked persons and entities, such as that published by the Office of Foreign Assets Control. If any of them appear on such a list, contact the Institution’s Compliance Officer for guidance before proceeding any further.

Debit the account and credit the Institution’s “wire transfers” [or other appropriate] general ledger account. If the transfer is to be paid for with cash, check the bills for counterfeits, and complete any records/reports required under the Institution’s Bank Secrecy Act policy.

Send the transfer request to the wire room for execution.

When the transfer is completed, give/send the customer the Institution’s standard confirmation form for the transfer.

Additional Processes – Inbound. In addition to the Institution’s operational processes for wire transfers, the banker responsible for handling a particular inbound wire transfer shall ensure that the following steps are completed and fully documented to the Institution’s files:

Check the names of all the sender(s) and beneficiary(ies) against any government list of blocked persons and entities, such as that published by the Office of Foreign Assets Control. If any of them appear on such a list, contact the Institution’s Compliance Officer for guidance before proceeding any further.

Contact the beneficiary and advise that the transfer has been received and when the funds will be available. Record the date, time, method of contact, and, if possible, the name of the person contacted.

When the beneficiary arrives to claim the funds, process him/her/it through the CIP. If all CIP requirements are satisfied, give the beneficiary the funds. If any CIP requirements are not satisfied, contact the Institution’s compliance officer before proceeding any further. [Optional: If the beneficiary is not an established customer of the Institution, photograph the beneficiary and get his/her thumbprint on the request form. Change the first paragraph of this policy as needed.] If the beneficiary requests that some or all of the funds be transferred to others, process that request as an outbound transfer pursuant to the relevant sections of this policy.

Suspicions.  In addition to following the policy stated above, if the banker handling a wire transfer has any suspicion that the transfer may be to facilitate terrorism, money laundering, or other illegal acts, that banker must contact the Institution’s [compliance officer]/[auditor]/[chief executive officer]/[other officer] about such suspicions. It is the policy of FURST Bank never to allow itself to be used to facilitate such acts, and to ensure that its bankers are diligent in preventing any such use of the Institution. Personnel actions up to and including termination of employment and reporting to law enforcement will be taken for violations of this policy.

[Note: The additional provision below is to be implemented before the Regulation E provisions on international remittance transfers take effect, which is October 28, 2013.]

International Remittance Transfers.  Terms in bold-face type in this section shall have the meanings given them in 12 CFR 1005.1 - .36 (the “Rules”).
[Choose one option.] 

Option 1:

The Institution has chosen not to engage in international remittance transfers because of the additional burdens, risks, and costs imposed upon them by the Dodd-Frank Act changes to the Electronic Fund Transfer Act and the Rules. No officer or employee of the Institution shall accept or agree to accept, any request from a consumer to send an international remittance transfer. This prohibition applies to international wire transfers, international Automated Clearing House transfers, and such other electronic means of moving funds across national boundaries as management may list from time to time on an addendum to this policy.

Option 2:

The Institution has decided, for the time being, to offer international remittance transfers to consumers. Therefore all such transfers must be administered in compliance with the Rules, as they may be amended from time to time.  The [title of officer selected] is hereby designated to become thoroughly familiar with the Rules, and to design and/or acquire, and administer, training programs for the appropriate officers and employees of the Institution, together with written procedures for carrying out the covered transactions in compliance with the Rules.  The Institution’s Auditor is hereby directed to audit the Institution’s performance of covered transactions and to include the findings of such audits in regular reports to this Board.
Workplace Information Confidentiality Policy

It is the policy of FURST Financial Institution (“institution”) that both the financial records of our customers and the relationships between FURST Financial Institution and our customers are confidential, and that customer non-public personal information shall not be disclosed to third parties, except pursuant to the Fair Credit Reporting Act, The Gramm-Leach-Bliley Act, and Regulation P, pertinent state law, and the exceptions provided therein.
It is also the policy of the institution to ensure that customer and FURST Financial Institution’s proprietary information is treated with the highest degree of security and confidentiality by:

· Instituting “clean desk” and “clear screen” procedures;

· Instituting secure storage procedures;

· Instituting document printing procedures;

· Instituting document disposal procedures;

· Instituting controls on the content of emails sent to third parties;
· Instituting controls on content posted to third party websites or Blogs;
· Instituting travel security procedures.

FURST Financial Institution’s Privacy Officer shall develop procedures for implementing this policy, including the formulation of the above procedures as well as any other necessary and proper procedures to effectuate implementation.  The Privacy Officer shall conduct periodic monitoring, shall develop and implement an employee training program, and shall audit for compliance not less frequently than quarterly.  The Privacy Officer shall report to the Board of Directors at least annually regarding the Institution’s compliance with this policy.
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