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ou:1SOURCING 
UCCESSFU LLY COMPLYING with the barrage of disparate regu­
latory requirements-Sarbanes-Oxley, the USA PATRIOT Act, Basel 11, 
Bank Secrecy Act (BSA), anti-money laundering (AtvlL), Community 
Reinvestment Act (CRA), Home Mortgage Disclosure Act (HMDA), Fair 
Lending, and the Gramm-Leach Bliley Act (GLBA), to name a few--can 
be costly and time consuming. As a result, many financial institutions 

are tw·ning to outside experts for help ensuring that their compliance programs 
are running at peak efficiency, as well as for assistance with specific tasks, from 
regression anaJysis to regulatory exam preparation. For many lenders, outsour(­
ing's perceived threat to security is ,vaning as third-party providers develop tht' 

necessary tools and technology to address security and data integrity conrerns. 
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Some of the Biggest Reasons 
to Use External Experts 

Supplementary regulatory expertise 
Advisory and technical support 

1 [valuation of internal comphance procedures 

Best practices dctermmat,on and enrorcemem 

Creation of formal compliance Policies and procedures 
Compliance training/mentoring 

Usage review of automated solutions 
Process assessmem and re eng1neenng 
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The Big Picture: Going Outside for Help 
Outsourcing is the <X>IK\!pt of paying an cxtcrnnl firm to 
manag:c non-core l.Umpany functions in order to s.wc monC)', 
fr~ing intemal 1-esoun..-es for other activities and potentially 
improving quality. Fir~t utiliz.ed in the data-proces.sing world 
and universally acceptL-d for rT, accounting, customer service 
and manufacturing functions, outsoun:ing is a fairly new 
concept among compliance professionals. But it is becoming 
more est~,bli..,hed as organizations confront the daunting chal­
lenge of compl)~ng with an increasing and changing array of 
municipal, state, federal, and global regulations. 

Thl·sc real-world l'X,1mpJc4, demon1,tr,1te that compli­
ann· Jcpartmcnt4\ arc more ov<·rworkcd and under-trained 
than ever. Outsourcing can be a smart busines~ decision for 
lcndC'rs who feel comfortable offloading specific non-core 
compliance processes outside the organization, enabling 
staff tnC'mbcrs to focus on strategic, value-generating com­
petencies that enhance the lenders' overall businccis .. 

Maintetining cornpliance requires making accurate deci­
sions from relevant information gathered through effec­
tive, documented processes-a tall order for a compliance 
department short on resources. Yet recent headlines clearly 
show that institutions rw111ing at less than their hest may 
be putting themselves at great risk: 

As a prnctic.11 matter, compliance outsourcing is busincs,; 
process outsourcing (BPO) with a compliance twi,;t. By 
()Utsourcing the compliance process, the organization expects 
the BPO provider to manage the compliance function in a 
cost-effective and efficient manner hy leveraging it;; specific 
expertise. The ideal partner delivers a level of experience and 
proven processes that the organi1.ation does not po,;.-;es.c;. \foc;t 
compliance process outsourcing focuses on the operational 
aspeclc; of lending compliance-the resource-intensrve data 
management, production, scrubbing, and research a,;pects 
of compliance-allowing the management team to focus on 
programs and process while proactively managing risk. 

■ A Chicago bank paid a S2 million penalty for improperly 
exempting two money services businesses from currency 
transact ion reporting and for st ruct u ring currency transac­
t ions by a former president and director of the bank. 

Ulti1natety, the need to outsource 
should be driven by what's right for the 
enterprise and an institution needs to have 
totai confidence in any provider 

■ A recent (omplainl allcg,xl that another Illinoi:, hank 
J,oided ..er\'ing the lending and credit needs of predomi­
nantly minority ncighborlwod~. Thl' proposed co11::.c11t 
order required the bank to invc~I a minimum of $3.5 mil 
lion in J speLiJI financing program for rl'!>idential and CRi\ 
'>mall bu~ine,:-. loJn-.,. 
■ ·1 he Ju,tiu: I )epJrt me1t1 announced I h,ll an I ndi.m,\ bank 
will in\'i.'!>I ,mm;> th.in ~4.3 million and open new hr.rnchl'" 
in minority neighborhood:,, in the 11orthwc!>lt'rn pnrtion of 
the ::.L.th: to n.·,oln.- J1!cgJtion-, th,11 it eng.1ged in a p,1lll"rn ol 
di')LriminJt 11 ,n ,m l he h,,!>i, of 1,11..e ,md 11.11 i11n,\l c,1 igi n. 
■ ·1 hl' I i11JnciJI ( .riml's I nfor(i.'ment Network, I eder.11 
lkpo<,it lm,urJncc CorporJtion, ,md Nl'\\' York !-itJte 1\.mk 
in~ I kpJrtllll'lll ,h-,c""-·J l i\'il money p1.•n,1hil'.., of S 12 million 
,1g,:iin,t" 1\:1:w York 1111,llll 1,tl 111-.,t it ut ion lllr viol,11 i11n-., nl ti:d 
cr .. 11 and ..,t.1k ,1111i-111oncy l,1undcring l.w:-., ,Hid ,q.;ul,\litHh. 
■ l he Dl'pJrt111e11t 111 Ju-.,t1le fibl it:-. third l,1\,-,ui1 in th11.•1,.• 
yi:J1.., L1>1llcnd111g 1h,1t J lei1der \ iol.111.:d tit ... • 1·,ur I ln11-,111g 
ALI and tlk I.qua! L1i:Ji1 Opprntun1t) ,\-t h> l,11l111g l\l 
olkr lo"n pl•>dll(h. 
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Overburdened compliance officers are increasinglv 
realizing they need to reach out to third-party experts for 
brawn, brainpower, and guidance. Many are recognizing 
the value of bringing in a trusted partner, a team of rdi­
ablc experts who can assume responsibility for data pro­
cessing and report generation, a statistical ,viz to perform 
any number of highly technical, data-intensive tasks, or 
an advi~l'r who's appropriatd~· t>du(akd and well YeJ"l.~ 
in the glut of regulations facing compliance team!>. :\o 
matter what the specific nei:ds, the ideal coUabor Jh..)r \\. ill 
hdp an organization .11locate intenul r~urces dli'-;t'.nth, 
impro,-c pt·rformance, ,md ht'ttcr ~rw its own Cllitomef', 
and communities. Thl· ultim,,tt· p.utner provid1.."S a(\.~ ro 
b(.·st practin:s and impW\'i.'~ rd,1tion,h.ip, with r~ul.itm-., 
often lcwraging ,m org,miL,ltion\. 1..·~isting tt..·chnvlo<•, tt,r 
::.tKh t,1::.ks ,,~ p;1..·1Mring for 1..'\.,llll: mor1..· thorom~hh. ~ 

Still, thcrt .u-1..· 111,lll\' 1.'\.1..\:uti\t..·~ ,,·h,) k\lr th.1; b\ rdvin~• • . t' on third parti1.•:, th1..·y will k,o.-.tn th,:ir grip on th..: emir~ 
org,1niz.1tion, and in tum, lo~t• th1..·ir (omp1..·titi,1..· ,1dv:mtJ~t: 
hc..:,lli:,,i.: of tlw tinw and ,\lt1.·nti1.m n:quir1..,I to nw,~ '-'~'\.·r~­
t inn~ to ,rn nuh,Htn.·cr. l 'lt11n,1tdv, thl' 111..·'-,l t1.., 1..lUl"<.Hlr(~ 
~hnuld be: driwn h~ ,, h,tt\ ri~hl for 1h1..· 1.·nti:rpn:-1..', .md Jn 
in..,111u11011 1w1..•d, 1,, h,1\1.' h,t,ll 1..1..H1tid1..·th.1..' 111 ,\m l'W\ 1J~r 
,,·ith ,, hon1 tt dwn"l'" to p.1rtntr. 

Size Can Influence the Decision to Outsource 
\\'ithtiut l\lll',tll'll, \).ml--, l1I .ill ,1.,, 1,1-. ,: , hlll~ -.1.i...1, ,\Ill.~ 
in, 1i:,1..,111f. '-l'l\\l'k·\.it, 1d,1ll:d 11., rq~ul,1l1.'l, 1..,,mph.m.:1..· Jnd 
dlll' dilig1.'lll\.'. R1."i.\l\ll\,\l ,llld ,l'llllllllllll\ h,111h., kill\(\\ llllt-' . 
'ill\l11.l' llH111.· br\,lltW th._·, ,111..• 11H111.·hl-.1:h th.m l.tn!i;.'r h.m~ 

' I\) h,I\\' hn \lh'd llll.lll, 1.tl ,11\d r,·1,1.llllh.'l l1..',l1llll..1..',. Out...1J1.· 
11111, 1dl·1, 1.,1n \\lk, ti\\·,,· ,nulk, m,t1tut11.11b Ubt.mt ,11..1..t':-., 
t,, ,1 dv,·p pu1.1l 1.11 111dti..t1, l-.111.1,,kd~1.• \l.'h'nn~ ,1 broJJ 
1.111~:,· ol 1q;ul.\h11, ,01npli,u11.1.• 111,ltt1.•1, .ind th1: b,mk 
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most likcly ~a\'cs money l:x·c.rn~c it b ~p.m .. ,l thr (O~t of 
hiring a team of indiYidual subi~ct matter experts on a full­
timc, long-term basi:-.. ln :iddition, providers c.m pass on to 
the institution gains made by LX-onomies of scale

1 
pos~ibly 

rt>sulting in further ~wing~. Outsourcing new progr.\ms 
or tas~s can also be the perfect solution for smaller banks 
because it buys management time to get staff members 
educated and up to speed. After employees rccei\'e proper 
training and fed comfortable assuming responsibility for 
the initiJtive, it c~m then be brought back in-house. 

\\hen a bank passes the S200 million mark, various 
federal and state r(1,'1.tlations t~rpically kick in, resulting in 
increase-cl compliance responsibility and often the hiring of 
one or more dedicated compliance officers. B1.:·cause larger 
ban~ arc more likd\' to ha,·c the moncv to hire and train . ' 
thl'. needed pcn,onncl in-hou~e, the)' may bl· lcs~ likdy to 
out:-.ource. In addition, many larger institutions shy away 
from outsourcing because the pcrcciq~<l security risk is 
too great. \i\1,en the largest lenders in the United States do 

decide to ouL"ource, they pick their partners carefully and 
focus heavily on solving operational headaches. That sai<l, 
there's no magic formula to knowing which organizations 
are more or less likely to outsource. 

A Flexible BSP Approach 
Served to Clients a la Carte 
Some providers follmv a business services provider ( RSP) 
framework, integrating proce~s, people, product, and 
platform expertise to build an outsourced compliancl' 
department that can effecti\'ely perform any or all of the 
needed compliance ac1i,·ities on behalf uf it!'> customers. 
This model incorporates btst practices and ~tratcgics to 
offer ftnanLial institution~ an alll.'.1 n,lli,I.'. to man,1ging 
wmpLlanc..e program~ internally. 

It\, important lor dcci~ion maker~ to remember that 
they han· a grat de.ii of flexibility in choosing ju:-.t how 
much and to whom they'd likt' to l>Uhource. l·or in~t.rni:e, 
one cumpanr mJy f~I co!llfon.iblc out:-ourcing all of its 
wmpli.inu: nl'.cd~ tu a ~ingli: providi:r ( i.t·., thl'. one-:-top­
:,hopp111g approad, J. whik Jnothl'r 111.l) d10o~e tu use 

the M>ft\,arl.'. from 011c µrovidl.'.r .i11e.l p,1rtnc1 with another 
vendor to fulfill ib pi:rl>onnd nccd'I, 

Regulators Intensify 
Consumer Compliance Scrutiny 
l,ivcn rtc.ent dl'vdopmcnt.-, 111 tht· Ln11l'd ':il,lln ,ind \\,hh 

in1,'11rn, I).( .. , in panicul.ir, it'i, dear tlw wmpli.inu: l.1nd,t,llk 

i!, ag.iin changing. B~lcJU~ i,l,llc ,.111J fcdc, .ti I cgulJt1,rb ,11 i: 

morcclrn,el> -.crutini,ing B~A,( RA, I !MIJA,Jnd l.111 li:i1d1ng 

pradiLl~, 111,111} imtitutiom 111.l) nrn, be kding tht 111•cd to 
oul~Htrt..e mori: d'> they look for hdp n,wigJt1ng 1hc 1cg11l.1 

tory rnindid<l. \Vi th the <.:kv.it 1011 o! u >llMlllllT Lompli,111t,· 

to tH.-w importance, k-ndcr'> mu,1 ... 1.11 t d,:voting IC\iHlll.f'> to 

I. 
I I 

.I 

The Upsides and Downsides of Going Outside: 
Is Outsourcing Worth It? 

THE FOLLOWING RESULTS ARE BASED ON A SURVEY 
performed by Deloitte Consulting. The sludy. "Calhng a Change n ·re 
Outsourcing Market,·· asked senior executives at 25 large comp;:iniec; 
to cite their main reasons for outsourcing, and was reported by Lind~ 
Tucci 1n a May 11. 2005 SearchC10.com article. 

1 n ~ of respondents cited 
cost savings as a key 

dnver for outsourcing. but 38 
percent said they ended up pay­
ing hidden or added costs they 
thought were included 1n the 
contracts 

cited quality and 
innovation. bul 31 

percent said vendorc; became 
complacent after contracts were 
in place 

cited flex1l11lity and ca­
pacity, but comments 

revealed that contracts are bind­
ing and vendors are refusing 
to accommodate last-minute 
changes 

n n f\ cited r1cress to h1gh-
1 I . 

caliber labor, but one 
in five experienced greater em­
ployee turnover and realrzed the 
intellectual capital they had pare 
for was fleeting 

cited transfer of nsk to J 
vendors. but they Seid 

vendors were unable to fully 
absorb the costs of business 
losses, leaving the company to 
pay the bill 

,... said they outsourced 
because they lacked 

in-house expertise. but +1 
percent fauna tt1e1r vendors 
couldn't del.ver 0:1 the c:Lal-

1ty and cost savings ano they 
decided to bring the ooerat:ors 
back in-house 

being compliant if they an.' not currently doin~ ::-o. ~t.m,· 
urganiution~ may ri:1..i:iw hdp by oubour(in~ ,1 t\\l\~i..· of 

cornpliancc-rdat.·d rc~pon,ibilitil·~ tooth.' or mot\: pwvidi..·r-, 

who Clll offer i.:onccntr,1tccl t·,pcni~c ,md l-.ntl\\'h.\l~i..·. 
' Out~nurcing l,lll i.:omc in h,111dy li.1r a v.1rit•t~ t)l tinw ... 

wn~uming1 lahor-ink1hiw l<l',k,, induding thr w1nplii..\th:d 
~lJt i~l ical clcm,rnd, of 1:,ir k·nding n·grt·~,ion ,u1,1l~ ,i~. ~ t.m, 
lcnckr), Ml' rl'<lli,ing thl' ,·,tlul' of l'l'~!,l'l'"'ion ,111,1lv,i,, t, l't,,111, 

the nnl)' w.1y tn idcntil} di,p,1r,uc 1mp,ll..l. But th,1t r,thl'' th1.· 

()lll'l>I ion of whl'l her tu 11,c in-hnu,,• ilt,11 i,t i, t.llh tir tiut 

smtr(c tn pnif e ...... ion.1h. Bt'C.HI'>,' tlw t\',ult, I 1, \Ill 1\·~11.''-'ion 

l,111 lw '-onl11,ing, 11ul\11u1l ing m,1y b,• th,• ht·,t 1.ht1i1.,•. \\ ith 
tlw 1wwlr .1~gri:,,1,t· ,1,1nu• ol kd,·r,111q.~ul.1h11,, th,·11.· 111.1\ 

Jl,o hi: othc1 ll-.hUlh to m1ht1l111.~•. 

BSA/AML Initiatives May Precipitate the 
Greatest Need to Outsource 
A,u ml111g II) 1 c,uhl> twm tlw ,\11w11, ,111 H,111kl·1..,. \\,u, i.nitln\ 
( ABi\\) 2006 l \IIIHlllUlll)' H.,nk t uu1p1i.·t11i,l'lll''' ~un1.·,, ~:' 
pcrLl'tll of rc~po11dt.·11t-. llll'lllH111i:d H~t\ .i-. thl' rq~ul,1tiou 
L,1th111g them tlw I\Hl\l lw,1d,1l.h1.·..,,gt\\1kr1.•\'l'll th,tn ~.1rb,lllt'" 
< hlq·. Addi11~ 111 tltl' 1,,1lp,1hlv )\fl'\'> ,1lrt.-.1dy kit by i1htitulio11, 
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Compliance Outsourcing Is 
Available for Many Challenges ! 

1 
A Good Compliance Expert Is Hard to Find 
-and Harder to Keep 
Due to the unprecedented demand for highl)1 proficient 
and trained compliance professionals, it's not uncommon 
for JI\ institution to offer a competitive ~lary to JUract 
top-notch talent and then spend additional money train­
ing and retention, only to have the recent hire take all 
that knowledge and skill to a competitor after as little as 
six months to a yc:ar on the job. Not only has the original 
organization lost that brainpower, but it also has to start 
from scratch. searching anew for the next expert and hop· 
ing this one will stick around longer and provide a return 
on the h:ndcr's investment. And when a lender loses an 
experienced compliance professional, it can be verr chal­
lenging to fin<l a suitable replacement. 

l BSNAML reviews 
r AML investigations 

predatory lending reviews 
performance assessments 
CRNHMDA data management 

- flood compliance portfolio review 
fair lending file review 

.. regression analysis and modeling 
broker and auto dealer monitoring 

I 

trying to deal with BSA in a po~t-9/ l l world arc a variety 
of f,1Ctors, including a surge in terrorist financing concern~. 
Jn intensified exam process, the zero-tolerance polick-s of 
O\'em .. -alous regulators, the inrn ... -asing complexity of technol­
ogy-drivc:n S(hcmcs, and an incre.1sc in fines for companies 
failing to impkmcnt controls to detect or report suspicious 
acti\'ity. Although M>ftw-Jrc is more n.-adily a\'ailablc to help 
institutions filtl'r out routine, nonsuspicious trans.1ctions, 
people c.till nct·d to look at ,1nd analr,.c the data. 

"£\SA rl-quircmcnts ha\'e acted as an accclerant for global, 
cr\lcrprisc-wi<le compliance th~1t pose many challenges. in­
cluding. for example, country specific information sharing 
rc~trictiom," writ<..-s r\nn F. Jaedicke, deputy comptroller for 
compliance policy in the Office of the Comptroller of the 
Currencr (OCC), in the May 30, 2006, issue of the Goodwi11 
Procter I.LP Fi,11111ci11l Scn·ic<'s Alert. "Ensuring compliance 
with BSA rcquin:rncnb is l~pedally important ht.-c~usc the 
reputJtional ri~ks associJted with a failure in BSA compli­
Jncc arc particularly damaging." 

~I.Ill)' in~titutiun~ do not h,wc the inh:rnal 1.'Xl~rti~e and 
im·l-stig.1tiw know-how to ,mticip,1tc thre.lts or detect and 
pn:v,:nt money 1.nmdcring. One of the higgcst challenges 
lllrrently facing org.mi1,ations is the enhanced Bank Se­
crecy A..:t-targeted examination, which focuses primaril)' on 
transaction monitoring and the implemelllation of"know 
your cnstomcr" pro,cdures. A key tool to hdp hanks--l.1rge 
.ind \mall-with this procc,s i, a tra.11.sJction monitoring 
i.y,tcm. But in order to u~ this tool cffccti"cly, ban~ mmt 
liN identify their nl·cd, an<l then <.ktermine how the sy,­
tt:rn i111cgr,llc!> within their current IT environment. This 
i'I not c.1,ily Jchkw<l. and in~titution, need skilled tc;-im~ 
of IT, bu,im-..,, .111d c.ompli.mcc prnfl~,ion.1ls to m.1kc thi, 
<let(·rrnin,\lio11. Quill' ohl'n the be:.t team can be a~-.cmhkd 
only tfl,ing out,iJI..' rl~OllfCl'll. Still, many firm, prefer to kcl·p 
A~ t L prngr.mh i11-hou¼'-t.·spcdallr larger imtitutiuns th.u 
lJn bdtcr :ifford to m,1int.1in tlu: necl..,~arr h:chnolo~y. 
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The bank would likely save money in the long run 
bec.,usc it won't incur the expense of committed internal 
resources, benefits, and support systems, to say nothing of 
the cost of finding and hiring qualified personnel. It may 
make !ICnsc to complement internal staff on an outsmm:~d 
basis, using the alwnys-avai!Jblc and at-hand personnel 
of third p.my pro,·idcrs in a variety of roles, whether to 
update and train employcc:s on new initiatives, periodically 
review and evaluate internal proccdurcs, or offer a fresh 
unbiased view on organization-wide regulatory compli­
Jncc iS.lillC!,, 

One of the greatest opportunities for providers to aug­
ment intern.ii st,1ff can be found in pcrhap, the most time­
consuming and labor-intensiw task.Ii facing compliance de­
partments: the prcpar.1tion and submission of CRNHM DA 
data. By outsourcing these redundant. tedious operational 
ta!lks, employees are able to focus on essential analytic and 
strategic r~ponsihilities. 

Weighing the Real and Perceived Risks 
While outsourcing all or part of an organization's com­
pliance dforb cJn i:ut cusb and in many C,L,o improw 
internal processes, there are ri~ks rdatl>d to BPO, including 
priv.u:y; intclkctual property rights; the security of data, 
computer nctwor~ anJ !lysh~ms; and corporate account­
nbility. Nevl.'rthck-s~. it\ wrong for org,mi1:1tions to assume 
that outsourcing equatl'S to l,t1bstandard protc:ction of data 
or any tlm.:,,t to priva<.-y. In fact, shifting oversight to a pro­
vitkr that ~pei:i.,tizes in thos~ arc.is ma)' .,ct ually reduce ,1n 
imtitution's overall vulnl'r,1bility. 

"For Cl'rt.,in scrvicing-rclatl'c.l t.1sks, out~ourdn~ (\UI 
a(tually n:ducl' a company's exposure to M>mc form~ of 
risk,'' report~ Jeff Mouhalis in the Novcmbt·r l .t 2006

1 
online 

i,Mtt.· of 1\lortg11~,· Hc111ki11g. "'l11is is l.1rl;d)' because IWO 
pro\'i<h:r:; ,lrl' focu~·d on very ~l>l'Cific proCc!,.._~s or t.1.,ks 
th,1t arc !lupportcd b)' spc(i.ilizl·d technology nnd highlv 
custnmi,cd training. That comhin.Hion cn,1hh:~ a Jew\ ;f 
c.·xpcrtbc and opcr.11innal wmi,tl'ncy th,\\ i, h.1rd ior .my I 

l 
l 



4 

scr\'iCt'r t(, duplic.ltc whik m.1n.1ging wr~• di\'l'rsc functinni. 

:Kro~s thl' cnte1vrise." 
\\'ith good rl',\Son. infonn,Hion St'(urity i~ on the radar 

scr<-Cns of cornor,1\1: l'Xt'Cutiws c,w,·when:. Manv inslitu-
t ' ' 

tions haw concnns :1hout outsom-n' providt'rs' accessing 

critical dat,1 .md procc~sl's, yet it\ .1 risk thnt can largely bt:· 

so1n~d with the appropriate tcd111ology, including locked 
data f.tcilitic:,, dat,\ ClltTfptiun, and dose monitoring. In 

the current t·rwironment, org,mizations and outsourced 
providers can man,,ge tht· ri:,k. 

"A common concern exprcs~t:·d by t:'Xt:·rntivcs is that 

RPO could c~po~c thdr comp,11,ic:, to incrt·a:icd ri:,k with 

regard to matter:, of security and data intq~rity,'' Mouhalis 

notes in the same article. "Howevt·r, most major players 

in outsourcing today-particularly those who operate in 

the Anwrican financial services sector-understand these 

concerns and place the utmost importance on security and 
regulatory compliance." 

Does Reputational Risk Trump 
Other Risk Factors? 
Although security remains a concern for many firms con­
i.idering outsourcing, the risk may be outweighed by the 

possible reputational damage done to a company that does 

nothing and lacks in-house talent to effectively manage 

all its compliance efforts. \iVith the sharing of data a para­

mount concern one brt·ach of data security could tarnish 

an imtitution'::. reputation as well. Either way, a company's 

reputation is at risk. 
In fact, rcputational risk is one of the grl.'atest dangers 

for today's lender::.. Regulatory ri!'lk is also important, but it's 

secondary. Lenders should keep this in 1nind when deciding 

whether to oubource key compliance functions that might 

othcnvi1,c be left unaddrc~scd. 
For many financial imtitutiom, thr mil is::.ue seems lo bl· 

evaluating how much ri~k th<.')' arc wiUing to assume, and 

what kind. ··11•~ lc1,1, .:in is~ue of climin,1ting risk, because 

there wiU alway::. he !:.ome level of risk for lcndrrs whc:tht'r 

it':, reputJtiunJI or ::,ecurit}1," -,,1y:-. Hich.ird Ril·,c, director of 
thl' AHA':, LL·lltt:·r for lkgulatory Compli.11Kc. "lmtc,td, it\ 

deciding whid1 1)'pl.' of ri~k JJJ in::.titutio11 fl.'l.'b it c.111 ::.u(• 

(.\.'',:,( ullr Jl1JllJgl'," 

Ct:rt.1inly, ~cLLirity Jnd l.O:,I .ire two 111,1in rca::.on~ why 
.,un11.: w111p.111ic::, 11.•mJi111dut:1.111l lo uul:,11111t:r. One \\'.I)' 

to mi1111ni1l' thl' ova.ill <.mt of 011bn111l.ing i:, for ,111 1lr 

g.1ni1,1tioJJ\ 1.0111pli,,11lt:' gmup to be hl.'ltt:r prt.·piirnl from 

th1: '>Ltrt. J--or l'X,tmple, if .1 u>lllj!Jll}' i\ hiring., ptovidcr 
,,, help \-\Ith d,11.1 'ILrtJbhing, ir h,·hon,1.•, th,11 u>111p,111r 111 

-.pend the rime up front l.'ll:-.tm11r: i1., d.11,1 i~ t'llk11:d .tl -

l u1 ,11t-ly. l lw1c: i, 1 lt\11 )j\ d.11.11..olkd ion ,nl1w.1n.: ,I\ ,1il.1hlL· 

with h11ill-1n .. 1krh 1h.11 ,ign,d ii ,Ill) l'l 1111, ,Ill' n1,1d1• \d1tl1• 

,1Jdrt'!,'>l'1> JJl' bL'1llg cnt1.·1l·d. \Villi thi-. 1.,1p,tliil1t) h-ndr1, 

,pL'n<l k•,:, timl' u1rredi11~ .111d LIL',lnin~ d.11,1, wl11d1 '·"~·, 

J2 ,m ,, I J.~f' 70fJ7 ABA Bank Cornphance 

money nnd time in the long nin. Ry embedding tools 

within the process up front, providers can minimize lend­

er<;' (Htl'-ourcing costs. 

Conclusion 
While saving money remains one of the main reawn<; 

financial institutiom decide t<> outsource, many organi1.a­

tions w.1111 tailor('d outsourcing solutions, which can hinder 

the provider's ability to deliver savings based on economics 

of sc.1lc. 
In addition to cost, however, there arc almost alway~ 

going tu be cxtc11u,1ting lin.:um~tanu:~ impatting the final 

ckcision whether to outsource or not. "\Vhilc there may be 

\'Cry sound reasons against outsourcing certain functions 

fur your organization, it makes all the sense in the world to 

examine your operations, run the number~. and determine 

for yourself whether BPO has a role to play in your organi­

zation," Mouhalis notes. "Regardless of your conclusion, you 

must continue to reevaluate your position as your company, 

the market, technology, and the availability of reputable 

BPO providers evolve." 
If a recent Oun & Bradstreet survey is any indicator. 

outsourcing is to be pursued cautiously and only after 

careful research and consideration. The survey showed 

that 20 percent of outsourcing relationships fail in the first 

two years, and 50 percent within fiw years. But whether an 

organization decides to outsource all or part of its compli­

ance program, it's important to take an enterprise-\\i<le 

approach to the matter. Regulatory wmpli.m(e idcJlly 

should be the concern of all within a financial institution. 

not the exclusive responsibilitr of the compli:mce offi(~r 

or management. Furthermore, a company must emb<:d 

complianrc in its businl'ss units in ordt·r to ~· proJctiw 
and take a strategic \'iew. 

In thl.' l'ml, nu matter how much of ih rnmplianl.."l' d._ 

forts an organiz.1tion (kdtks to out~uurt:"t:'. it i:-l'~t:nti,11 for 

tht· kndt·r to rt·main an ,Ktiw plJyt·r throu~hout tht: t·ntirt· 

rnmpli,11Kt:' proct:·ss. ''H,wing ~y:-h:111:- in pbct· with n:li,lblt· 

provider:- an<l hl·in~ ,tbk to monill)r tht:· :-.v:-tt·nb tht·\· Jrt· 

u~in~ i:- t:"ritir,11 to :-w.\.\·~,tul llllbt:1ur1.in~ ... l'\pl,1in.:- R,1.,,:. 
''t\ ll'mkr must fl'llMin ,KliH·I~· invoh t'\I \, ith ih -.\.'IH('lt 

,11irr pn1gr,1m~. 1-.l·t:pin~ lk\~l· w,1h.h i.l\\'r .1ll ,\dl\lltt:·, un 

dcrt,1kl·n hr thl' pn)\'idl'r. This indudt·, rm1tin'-· nwnili,\rnl•• 
-:>' 

-.1 1ut thl'l 1-.,, ,ind mt·r,lll ,1rin~1.·11t 1.l\t:1,i~ht." 13 

A II O I I I I 111 1\ t ' / // () /~ 

Raffi Festekjian ,, p11·,11lt-11r .111,I ( H> 11/ l't :, ,1 p11n 

<>/ \\'(1/t,·1, Jd,111•1·1 J '"""' 111/ \t•, 1·11t·,. l'l '111//L'r,· :,oft11·,1tt' 

l/1/1/ /t/11/1•1,11111,t/ 11'1 I'll 1', /(I 11111111(111, ,/t'{fl l, 111111/\•~c, 

,111il 1,•,,1/1·1• 111111p/11111u· ,lt-111,111.J~ tl11,111sh1>11{ th,· 1'1/lllt' 

h-11,/111.~ J'ltf(\'.,:,. ,\/1, / 1'.1/l'~//illl 1/ldl' b,· IC1hlh·,J ,It 

1.11ti.k,tt'~ll.ll\{I( \n1lt, r,~lu,,'l 11.~1111. 
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