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Topics

* Artificial Intelligence (Al)
« Common Exam Issues
» Other Misc. Topics

« Communication
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Artificial Intelligence (Al)

The reluctance to evolve and adapt could very well mean getting left

» Uses for Al
« Automate simple task
* Fraud detection
« Spam filtering
« Summarize compliance learning
* Marketing
« Human resources
* Internal audit
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Artificial Intelligence (Al) cont.

 Pitfalls of Al

« Potential data privacy issues

* Bias in the model
e Credit decisions
* Regulation

* Deep fakes
 Malware
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Artificial Intelligence (Al) cont.

What can you do?
» Al Policy
 Training for staff
* Cyber Insurance
 Third party risk identification
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Common Exam Issues

« Sensitivity to Market Risk
» Default or optimistic model assumptions
» Unrealistic stress triggers
 Lack of action plan for course correction
« Lack of independent review
e Liquidity
» Reliance on volatile funding sources
 Lack of planning for market and economic factors

* When to include/not include investment portfolio as liquidity
» Lack of independent review
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Common Exam Issues

» Asset Quality

 Credit administration (monitoring and enforcing loan covenants,
controlling collateral, and recognizing problems early)

* Documentation exception tracking

* Risk Management Practices/Governance
 Lack of full recognition of risk exposure
 Lack of risk mitigation strategy

 Viable management succession plans (Board and executive
management)

e Audit
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Other Miscellaneous Topics

* Digital Assets

* Fraud

» Data breaches

» Cyber threats

* Fintech competition

« Supervisory recommendations

 Rule Review
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Communication

* Monthly Emerging Issues Call
 Electronic Mail: SMLThriftmail@sml.Texas.gov
* Forms: https://www.sml.texas.gov/thrift/#orms
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https://www.sml.texas.gov/thrift/#forms

Questions?

Stephany Trotti, CPA
737/222-0265
strotti@sml.texas.gov
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