The true value of

a change notice

Why send a change notice?

Regulation changes often require change notices to be sent to account holders. New or /\
amended laws are not the only reasons that trigger a change notice. Numerous situations

arise where a financial institution may desire or have an obligation to send a change

notice. Among them are industry trends, policy changes, case law rulings, and acquisitions [
or mergers.
Sending a change notice can protect an institution by: —
—no
I—

o Maintaining consistency in the process by adopting a single policy and procedure

A financial institution that does not notify existing account holders of a change will \/

have different subsets of clients with inconsistent rules that govern their accounts.
This institution will have to manage those different rules or risk a breach of contract
where potential UDAAP violations could arise.

In 2016, a Texas court ruled that the previous version of their disclosure
applied since the bank could not prove it had sent the customer a notice of
change to their account agreement. The new version contained provisions
that would have been favorable to the bank during the dispute.

What can happen if a financial institution
decides not to send a change notice?

KL The institution can be cited and fined
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Managing different rules can be difficult or logistically impossible if a financial @ Cause an institution to lose the
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disclosures. They will also need to keep records to “prove” the rules for each account.
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Content changes are designed to provide a more robust disclosure for a financial ithonn e ification

institution. For example, by addressing industry developments, legal and regulatory
demands, customer enhancement requests, and evolving technology, this institution
can be protected from litigation in the future.

e Preserving the institution’s reputation in the communities they serve

Lawsuits and disputes can and often do significantly impact a financial institution’s
perceived reputation within the communities they serve. No institution is too large or
small to be affected by negative publicity
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What are some other things to consider?

Documentation of the rules that govern each account can be painful to implement and maintain. Financial institutions must ensure
appropriate policies and procedures are applied to the relevant account holders based on the most current disclosure.

It's not as simple as knowing that agreement A applies to specific accounts and agreement B applies to others. Financial institutions
must use the different rules for the appropriate account holders in real time. Some changes can affect their operations, requiring them
to identify which rules apply to which accounts in real time. Some may also require their staff to implement and manage separate

procedures based on the additional disclosures provided at different times.

How can financial institutions license

change notice content?

If the disclosure is Wolters Kluwer content, a financial institution must obtain an

% — appropriate license to send a change notice to their account holders. They should
contact their Wolters Kluwer Sales Representative to verify if they already have the
proper licensing or obtain all their licensing options. If they need help getting the
appropriate contact information, they can contact customer support at
\/ 800-552-9410 Extension 1123652.
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