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THE CFPB IS RAMPED UP AND READY TO GO!

 CFPB announced on March 31, 2021 it rescinded seven policy statements issued last year that 
provided temporary flexibilities to financial institutions in consumer financial markets including 
mortgages, credit reporting, credit cards and prepaid cards. 

 The seven rescissions, effective April 1, 2021, provide guidance to financial institutions on 
complying with their legal and regulatory obligations. With the rescissions, the CFPB is providing 
notice that it intends to exercise the full scope of the supervisory and enforcement authority 
provided under the Dodd-Frank Act. 

 The CFPB also rescinded its 2018 bulletin on supervisory communications and replaced it with a 
revised bulletin describing its use of matters requiring attention (MRAs) to effectively convey 
supervisory expectations.
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CFPB MARCH 31, 2021 STATEMENT OF RESCISSION OF RELIEF TO BANKS

 “We are now over a year into the disruptive and deadly COVID-19 crisis. The virus has affected 
industry as well as consumers, but individuals and families have been hardest-hit by the 
pandemic’s health and economic impacts,” said CFPB Acting Director Dave Uejio. “Providing 
regulatory flexibility to companies should not come at the expense of consumers. Because many 
financial institutions have developed more robust remote capabilities and demonstrated improved 
operations, it is no longer prudent to maintain these flexibilities. 

 The CFPB’s first priority, today and always, is protecting consumers from harm.”

3

RESCINDED CFPB POLICY STATEMENTS EFFECTIVE APRIL 1, 2021

 (1) Statement on Bureau Supervisory and Enforcement Response to COVID-19 Pandemic (March 26, 
2020)

 The rescission also withdraws the CFPB as a signatory to the Interagency Statement on Loan 
Modifications and Reporting for Financial Institutions Working with Customers Affected by the 
Coronavirus (April 7, 2020) and the Interagency Statement on Appraisals and Evaluations for Real Estate 
Related Financial Transactions Affected by the Coronavirus (April 14, 2020).

 (2) Statement on Supervisory and Enforcement Practices Regarding Quarterly Reporting Under the Home 
Mortgage Disclosure Act (March 26, 2020)

 The rescission also instructs all financial institutions required to file quarterly to do so beginning with their 
2021 first quarter data, due on or before May 31, 2021, for all covered loans and applications with a final 
action taken date between January 1 and March 31, 2021.
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RESCINDED CFPB POLICY STATEMENTS EFFECTIVE APRIL 1, 2021

 (3) Statement on Supervisory and Enforcement Practices Regarding CFPB Information Collections for 
Credit Card and Prepaid Account Issuers (March 26, 2020)

 The rescission also provides guidance as to how entities should now meet the specified information 
collections requirements relating to credit card and prepaid accounts.

 (4) Statement on Supervisory and Enforcement Practices Regarding the Fair Credit Reporting Act and 
Regulation V in Light of the CARES Act (April 1, 2020)

 The rescission leaves intact the section entitled “Furnishing Consumer Information Impacted by COVID-19” 
which articulates the CFPB’s support for furnishers’ voluntary efforts to provide payment relief and that the 
CFPB does not intend to cite in examinations or take enforcement actions against those who furnish 
information to consumer reporting agencies that accurately reflect the payment relief measures they are 
employing.

5

RESCINDED CFPB POLICY STATEMENTS EFFECTIVE APRIL 1, 2021

 (5) Statement on Supervisory and Enforcement Practices Regarding Certain Filing Requirements 
Under the Interstate Land Sales Full Disclosure Act (ILSA) and Regulation J (April 27, 2020)

 The rescission instructs land developers subject to ILSA and Regulation J to resume filing of 
annual reports of activity and financial statements as specified in Regulation J.

 (6) Statement on Supervisory and Enforcement Practices Regarding Regulation Z Billing Error 
Resolution Timeframes in Light of the COVID-19 Pandemic (May 13, 2020)

 (7) Statement on Supervisory and Enforcement Practices Regarding Electronic Credit Card 
Disclosures in Light of the COVID-19 Pandemic (June 3, 2020)
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RESCINDED CFPB POLICY BULLETIN EFFECTIVE APRIL 1, 2021

 Bulletin 2018-01: Changes to Types of Supervisory Communications

 The rescinded bulletin is replaced by Bulletin 2021-01 announcing changes to how CFPB 
examiners articulate supervisory expectations. The new bulletin states that the CFPB will 
continue to rely on MRAs, explains the circumstances under which it will do so, and announces 
that the CFPB will discontinue use of Supervisory Recommendations.

7

CFPB COMPLIANCE BULLETIN 2021-01
CHANGES TO TYPES OF SUPERVISORY COMMUNICATIONS

 Examiners will continue to rely on Matters Requiring Attention (MRAs) to convey supervisory expectations 
in those reports and letters. The Bureau intends for examiners to use MRAs to communicate to a 
supervised entity’s Board of Directors, senior management, or both, specific goals to be accomplished in 
order to address violations of Federal consumer financial law or other laws enforced by the Bureau, risk of 
such violations, or compliance management system (CMS) deficiencies. 

 Bureau examiners may issue MRAs with or without a related supervisory finding that a supervised entity 
has violated a Federal consumer financial law. MRAs may specify corrective actions to be taken by the 
supervised entity, such as changes to practices and operations or payment of remediation to consumers. 
MRAs provide timeframes for reporting of efforts taken to address these matters, including, as appropriate, 
periodic reporting and expected timeframes for implementation. 

 Effective immediately, the Bureau no longer will issue formal written Supervisory Recommendations (SRs). 

 The Bureau will consider a supervised entity’s response to MRAs when assessing its compliance rating or 
otherwise evaluating the risks that its activities pose to consumers and to markets. 
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CFPB COMPLIANCE BULLETIN 2021-02

 The CFPB today warned mortgage servicers to take all necessary steps now to prevent a wave of avoidable 
foreclosures this fall. Millions of homeowners currently in forbearance will need help from their servicers when the 
pandemic-related federal emergency mortgage protections expire this summer and fall. Servicers should dedicate 
sufficient resources and staff now to ensure they are prepared for a surge in borrowers needing help. The CFPB will 
closely monitor how servicers engage with borrowers, respond to borrower requests, and process 
applications for loss mitigation. The CFPB will consider a servicer’s overall effectiveness in helping consumers 
when using its discretion to address compliance issues that arise.

 “There is a tidal wave of distressed homeowners who will need help from their mortgage servicers in the coming 
months. Responsible servicers should be preparing now. There is no time to waste, and no excuse for inaction. No 
one should be surprised by what is coming,” said CFPB Acting Director Dave Uejio. “Our first priority is ensuring 
struggling families get the assistance they need. Servicers who put struggling families first have nothing to fear from 
our oversight, but we will hold accountable those who cause harm to homeowners and families.”

9

CFPB COMPLIANCE BULLETIN 2021-02
The CFPB will pay particular attention to how well servicers are:

 Being proactive. Servicers should contact borrowers in forbearance before the end of the forbearance period so they have 
time to apply for help.

 Working with borrowers. Servicers should work to ensure borrowers have all necessary information and should help 
borrowers in obtaining documents and other information needed to evaluate the borrowers for assistance.

 Addressing language access. The CFPB will look carefully at how servicers manage communications with borrowers with 
limited English proficiency and maintain compliance with the Equal Credit Opportunity Act and other laws.

 Evaluating income fairly. Where servicers use income in determining eligibility for loss mitigation options, servicers should 
evaluate borrowers’ income from public assistance, child-support, alimony or other sources in accordance with the Equal 
Credit Opportunity Act’s anti-discrimination protections.

 Handling inquiries promptly. The CFPB will closely examine servicer conduct where hold times are longer than industry 
averages.

 Preventing avoidable foreclosures. The CFPB will expect servicers to comply with foreclosure restrictions in Regulation X 
and other federal and state restrictions in order to ensure that all homeowners have an opportunity to save their homes 
before foreclosure is initiated.
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HTTPS://WWW.GIBSONDUNN.COM/THE-BIDEN-ADMINISTRATION-NEW-
PRIORITIES-IN-THE-BANKING-FINTECH-AND-DERIVATIVES-SECTORS/

Now that the first 100 days of the Biden Administration are in full swing, its financial regulatory priorities are becoming clearer. In this Client Alert, we discuss 
where we expect the Administration to focus, with respect to the banking, fintech, and derivatives sectors.  We believe these to be the principal takeaways:

 The Administration’s whole-of-government emphasis on climate change issues should inform the regulatory agencies’ agendas far more than in the past.

 The Administration’s focus on racial justice will likely lead to increased enforcement activities, particularly by the Consumer Financial Protection Bureau 
(CFPB), as well as to a reexamination of the Office of the Comptroller of the Currency’s (OCC) recently revised Community Reinvestment Act (CRA) 
regulations.

 President Biden’s choices to head the OCC, Securities and Exchange Commission (SEC), and Commodity Futures Trading Commission (CFTC) will have 
significant input into the regulation of digital assets and fintech, with certain Trump-era regulations likely being subject to reexamination.

 The CFPB can be expected to return to Obama Administration priorities and enforcement activity, with large financial institutions the likely targets.

 The CFTC is likely to increase its aggressive enforcement in the derivatives and commodities markets, as well as maintain a keen focus on climate-related 
risks in those markets.

 At the federal legislative level, Representative Maxine Waters (D-CA) and Senator Sherrod Brown (D-OH), both committee chairs, will likely focus on 
pandemic relief, inequity in housing, consumer protection, and climate change; in addition, cannabis banking legislation may finally be advanced.

 In the immediate future, Congress is focused on the market volatility brought to light by the GameStop short squeeze, including a House Financial Services 
Committee hearing currently scheduled for February 18th with high-level executives of Robinhood, Citadel, Reddit, and Melvin Capital testifying. The House 
Financial Services Committee and Senate Banking Committee are also likely to consider legislation to ensure more market stability and possibly regulate 
order-flow payments.
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FAST FACTS: APRIL 5, 2021 MORTGAGE SERVICING COVID-19 PROPOSED 
RULE WOULD AMEND REGULATION X, 12 CFR 1024

 The Bureau proposed amendments to Reg X and the existing Mortgage Servicing Rule 
provisions, to add additional borrower protections related to the COVID-19- emergency. 
 Proposed effective date: August 31, 2021 

 Comments due: May 10, 2021 

 Available at: www.consumerfinance.gov/rules-policy/rules-under-development/protectionsfor-borrowers-affected-
by-the-covid-19-emergency-under-the-real-estate-settlementprocedures-act-regulation-x/ 

 The proposed rule, if finalized, would not change coverage of the Mortgage Servicing Rule, and 
thus, small servicers, as defined in Regulation Z, 12 CFR 1026.41(e)(4), would not be subject to 
these requirements. Additionally, the provisions in the proposal, if finalized, would still only be 
applicable to a mortgage loan that is secured by a property that is a borrower's principal 
residence. 12 CFR 1024.30(c)(2). 
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CFPB’S APRIL 5, 2021 MORTGAGE SERVICING PROPOSAL
The number of homeowners behind on their mortgage has doubled since the beginning of the pandemic—6 percent of mortgages were 
delinquent as of December 2020. More homeowners are behind on their mortgages than at any time since 2010, which was the peak of the 
Great Recession. Industry data suggest that nearly 1.7 million borrowers will exit forbearance programs in September and the following 
months, with many of them a year or more behind on their mortgage payments. The CFPB’s proposal, if finalized, would:

 Give borrowers time: Every one of the nearly 3 million borrowers behind on their mortgages should have a chance to explore ways to 
resume making payments and avoid foreclosure. To make sure borrowers aren’t rushed into foreclosure when a potentially unprecedented 
number of borrowers exit forbearance at around the same time this fall, the proposed rule would provide a special pre-foreclosure review 
period that would generally prohibit servicers from starting foreclosure until after December 31, 2021. The CFPB is seeking public input on 
that date, as well as whether there are more limited ways to achieve the same purpose. For example, the CFPB is considering whether to 
permit earlier foreclosures if the servicer has taken certain steps to evaluate the borrower for loss mitigation or made efforts to contact an 
unresponsive borrower. This provision, like the rest of the proposal, would only apply to loans secured by a borrower’s principal residence.

 Give servicers options: The proposed rule would permit servicers to offer certain streamlined loan modification options to borrowers with 
COVID-19-related hardships based on the evaluation of an incomplete application. Normally, with certain exceptions, Regulation X
requires servicers to review a borrower for all available options at once, which can mean borrowers have to submit more documents 
before a servicer can make a decision. Allowing this flexibility could allow servicers to get borrowers into an affordable mortgage payment 
faster, with less paperwork for both the servicer and the borrower. This provision would only be available for modifications that do not 
increase a borrower’s monthly payment and that extend the loan’s term by no more than 40 years from the modification’s effective date.

 Keep borrowers informed of their options: The CFPB also proposes temporary changes to certain required servicer communications to 
make sure that, during this crisis, borrowers receive key information about their options at the appropriate time.
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CFPB TAKES ACTION AGAINST REVERSE MORTGAGE LENDER FOR 
DECEPTIVE ADVERTISING (APRIL 27, 2021)

 Nationwide Equities Corporation Sent Misleading Ads to Hundreds of Thousands of Older Borrowers

 The Bureau found that advertisements from Nationwide Equities misled consumers about how much money they could 
receive from a reverse mortgage, the fees and costs associated with the products, and the consequences of nonpayment. 
The advertisements violated the Mortgage Acts and Practices Advertising Rule (MAP Rule), the Truth in Lending Act (TILA), 
and the Consumer Financial Protection Act of 2010 (CFPA). The CFPB is ordering the company to pay a penalty, cease its 
illegal conduct, and implement a compliance plan to affirmatively review every advertisement to ensure they do not violate 
federal law.

 “Nationwide Equities misled borrowers into believing they could not lose their homes with a reverse mortgage,” said CFPB 
Acting Director Dave Uejio. “Reverse mortgages are complicated financial obligations that require careful consideration. 
Today’s action underscores the Bureau’s commitment to helping protect older homeowners from unscrupulous companies.”

 The MAP Rule prohibits misleading claims in mortgage advertising. The TILA requires accurate disclosures of the terms and 
costs of consumer loans. In addition, the Dodd-Frank Wall Street Reform and Consumer Protection Act prohibits institutions 
from violating Federal consumer financial laws, including with regard to advertising of consumer financial products or 
services under the MAP Rule and TILA.
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NATIONWIDE EQUITIES DECEIVED CONSUMERS ABOUT THE COSTS AND 
RISKS OF REVERSE MORTGAGES

The Bureau found that Nationwide Equities sent potential customers advertisements that were deceptive and 
illegal. The advertisements and letters included:

 Hidden costs: The advertisements misrepresented the costs of the reverse mortgages Nationwide 
Equities offered, including the fees it charged for the loans, as well as the associated taxes and insurance.

 Hidden risks: Nationwide Equities hid the fact that borrowers must continue to pay taxes and insurance or 
risk losing their home.

 False existing relationship: Letters sent by Nationwide Equities made it appear that the consumer 
already had an existing relationship with the lender.

 False Pre-approvals: Nationwide Equities told consumers they were pre-approved for specific loan 
amounts when they were not and misrepresented the potential savings from refinancing consumers’ 
existing reverse mortgages.

15

NATIONWIDE EQUITIES’ MAP RULE VIOLATIONS

The CFPB found Nationwide Equities had multiple MAP Rule violations by misrepresenting the:

 Fees, costs, or payments;

 Taxes and insurance;

 Potential for default and right to reside in the dwelling;

 Association of the product or provider, or source of the communications;

 Available cash or credit; and

 Likelihood to obtain a particular term or refinancing.

 The advertisements violated the MAP Rule, the TILA and the CFPA.
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NATIONWIDE EQUITIES ENFORCEMENT ACTION

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, the CFPB has the authority to take 
action against institutions violating federal consumer financial laws, including by engaging in unfair, deceptive, 
or abusive acts or practices. The consent order requires Nationwide Equities to:

 Stop sending deceptive advertisements: Nationwide Equities must immediately cease all illegal 
advertising practices.

 Implement a compliance plan: The company must develop and implement a system to ensure all future 
advertising templates are affirmatively reviewed for compliance with federal consumer financial law.

 Pay a civil penalty: The order also imposes a penalty of $140,000 to be paid to the Bureau and deposited 
in the CFPB’s Civil Penalty Fund.
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CFPB TAKES ACTION AGAINST SETTLEIT, INC. FOR STEERING CONSUMERS 
INTO HIGH-COST LOANS (APRIL 13, 2021)

 CFPB) took action against an online debt-settlement company for taking advantage of consumers, failing to disclose its relationship to 
certain creditors, and steering consumers into high-cost loans offered by affiliated lenders. The CFPB filed a complaint in federal district 
court alleging that SettleIt, Inc. engaged in abusive acts or practices under the Consumer Financial Protection Act of 2010 (CFPA) and 
violated the Telemarketing Sales Rule (TSR). The Bureau and SettleIt filed a proposed order requiring SettleIt to return at least $646,000 
in fees to consumers, pay a $750,000 civil penalty, and stop settling debts for creditors with which it shares an ownership interest.

 “SettleIt’s strategy of steering consumers into sweetheart deals with its confederates was illegal,” said CFPB Director David Uejio. “The 
CFPB will not tolerate companies that purport to represent consumers, but instead abuse their trust in a self-dealing scheme. This case 
provides a clear example of what Congress intended to prohibit when it created the CFPB and gave it authority to prevent abusive
practices.”

 SettleIt, Inc. presents itself as an independent debt-settlement company that helps consumers negotiate with creditors like CashCall and 
LoanMe. But SettleIt is affiliated with CashCall and LoanMe - the same individual owns SettleIt and CashCall, and LoanMe is tied to 
SettleIt through loans and agreements. The CFPB alleges that SettleIt abused consumers’ trust by charging fees to negotiate settlements 
that favor those companies. The CFPB also alleges that SettleIt steered distressed consumers into taking out expensive loans with 
CashCall and LoanMe, while hiding the fact that SettleIt took its debt-settlement fees from these loan proceeds. SettleIt kept consumers in 
the dark about its relationships with CashCall and LoanMe, and it even included language in call scripts saying “we are not owned or 
operated by any of your creditors.”

 The proposed order would provide relief for harmed consumers, penalize SettleIt for its wrongdoing, and prohibit SettleIt from committing 
these acts in the future.
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FAIR CREDIT REPORTING ACT (FCRA)

19
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CFPB TASKFORCE ON FEDERAL CONSUMER FINANCIAL LAW REPORT
VOLUME II

 Chapter 4 of Volume II focuses on “Consumer Credit Reporting”

 Rulemaking and interpretive issues

 Research issues

 Security freezes

 Legislation

 Recommendations

 Other areas impacting FCRA  in Volume II include Chapter 1 on Alternative Data and how to 
include data aggregation companies in coverage as “Consumer Reporting Agencies” and 
appropriate use of accurate and timely data

21

TASKFORCE REPORT VOLUME II FCRA RULEMAKING

 The FTC published various compendiums of its interpretations, including the one I use all the 
time, “40 Years with FCRA” and to a lesser extent, its 1990 FCRA commentary.  When the Dodd 
Frank Act was passed, FCRA was passed over to the CFPB as the primary authority.

 We need an official source of interpretation and regulation.  The 40-Year Report has no binding 
legal effect although many courts cite it as persuasive authority.  FCRA is very litigious and the 
industry needs a regulatory authority document, not guidance.  Consumers may be uncertain of 
their rights, while furnishers, consumer reporting agencies and users of consumer reports may be 
uncertain of their obligations.  

 Preferred approach would be to formalize the interpretations as an expansion of Regulation V, 
including new commentary.  More clarification in particular is needed to address disputes and 
investigations, especially those that would qualify as “frivolous and irrelevant.”
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TASKFORCE REPORT VOLUME II FCRA RESEARCH

 The FTC released a very influential report on its national study of consumer report accuracy and 
completeness following the mandate for the study in the FACT Act of 2003. Chapter 11 of the FTC’s 
report is frequently cited, especially its finding that at least 24% of credit reports potentially 
contained errors.

 The FTC and Bureau continue to engage with stakeholders and intend to conduct a follow up to the 
FTC’s influential 2012 report.  The Taskforce wholeheartedly supports that approach and wants to 
see progress on other records that are used (e.g. bankruptcy information).

 The Bureau is urged to specifically address the tradeoff between accuracy and completeness 
implicit in the National Consumer Assistance Plan (NCAP) requirement for a minimum amount of 
identifying information before public record information is included in credit reports.  They also want 
implementation of accuracy standards to any criminal records included in alternative datasets.

23

TASKFORCE REPORT VOLUME II FCRA SECURITY FREEZES

 The Bureau is urged to examine the success of consumers’ request for security freezes. 

 In 2018, Congress enacted the Economic Growth, Regulatory Relief, and Consumer Protection 
Act, which prohibited nationwide CRAs from charging a fee to place, remove, or temporarily lift a 
security freeze. 

 The Taskforce notes that the CFPB Supervision and Examination Manual includes an 
assessment of compliance with requests for security freezes. However, the Bureau received 
feedback through its RFI that some consumers may nonetheless have difficulty placing or 
removing security freezes, and the volume of consumer complaints on this issue supports a 
degree of concern. Through its various tools, including supervisory and enforcement powers, The 
Taskforce urges the Bureau to look closely at this concern. 
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TASKFORCE REPORT VOLUME II FCRA LEGISLATION

 FCRA affords consumers a private right of action and the ability to seek damages for violations. Unlike 
other consumer protection statutes, however, it does not have any limitations on class action awards. For 
example, the Truth in Lending Act (TILA), the Equal Credit Opportunity Act (ECOA), the Fair Debt 
Collection Practices Act, and the Electronic Fund Transfer Act (EFTA) each limits class action awards to 
the lesser of $500,000 or $1,000,000 or 1 percent of the creditor’s net worth. To promote consistency 
among consumer protection laws, the Taskforce recommends that Congress amend the FCRA to impose 
appropriate limits on monetary awards in class actions. 

 Without appropriate caps, damage claims can create bet-the-company litigation over claims out of all 
proportion to consumer harm. The FCRA sets statutory damages for a willful violation of any provision of 
the Act in an amount not less than $100 or more than $1,000, in addition to unlimited punitive damages, 
plus court costs and attorney fees.

 It is not clear to the Taskforce why Congress omitted a class action damage cap in the FCRA. Because the 
FCRA was among the first consumer financial protection laws Congress adopted, a clear precedent for 
capping class action damages had not yet been set.

25

TD  FCRA  VIOLATIONS

 The Bureau also found that TD Bank violated FCRA and Regulation V by failing to establish and 
implement reasonable written policies and procedures concerning the accuracy and integrity of 
consumer-account information it furnished to two nationwide specialty consumer reporting 
agencies. 

 The Bureau also found that TD Bank failed to conduct timely investigations of indirect consumer 
disputes concerning its furnishing to one of those specialty agencies.

 This is a common theme in FCRA and other consumer regulations – be very attune to customer 
disputes and investigate them thoroughly and promptly!
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BIDEN PROPOSES GOVERNMENT RUN CREDIT REPORTING AGENCY

 President Biden’s campaign platform called for the establishment of a government credit reporting agency 
within the CFPB. The stated goal is to provide consumers with a government option that seeks to ensure 
the algorithms used for credit scoring have no discriminatory impact, and accept non-traditional sources of 
data like rental history and utility bills to establish credit.

 The Biden administration has the three big bureaus in his sights —Equifax, TransUnion and Experian. If he 
has his way, he will create a public credit reporting agency (CRA) to compete with the three major credit 
bureaus and maybe one day replace them altogether.

 The push for a public credit reporting agency is part of President Biden’s job and economic recovery 
agenda, inspired by a proposal from Dēmos, a liberal think tank with offices in New York and D.C. 

 The proposal suggests that a government-run CRA could fix a credit reporting system that frequently holds 
consumers back from becoming homeowners due to problems like credit reporting errors and racial 
disparities.

27

NEW QUALIFIED MORTGAGE (QM) RULES

 The CFPB has made substantial changes and additions to the definition of a “Qualified Mortgage” (QM) 
under Reg. Z’s Ability-to-Repay (ATR) rules

 On Dec. 10, 2020, the CFPB issued 2 final rules defining what types of loans can be QMs (CFPB Press 
Release, CFPB Executive Summary of the new rules)
 The “General QM” final rule revamps the rules defining what constitutes a General QM by removing the existing debt-to-

income (DTI) threshold over which a loan cannot be considered a General QM, and replacing it with a pricing test 
(CFPB Release, Federal Register)

 Reflects the expiration of the “GSE Patch,” which defined and provided for “Temporary GSE QMs,” for applications received before
July 1, 2021* * CFPB has proposed to delay this to October 1, 2022

 The “Seasoned QM” final rule creates a new class of QM that allows certain rebuttable presumption QMs and non-QMs 
to achieve safe harbor status 3 years after origination provided the borrower has a strong repayment history (CFPB 
Release, Federal Register)

 CFPB announced (Feb. 23, 2021) they are “considering whether to initiate a rulemaking to revisit the Seasoned QM Final Rule” –
it may be significantly modified or even revoked
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NEW QUALIFIED MORTGAGE (QM) RULES

 The rules modify the QM provisions of Reg. Z’s ATR rule
 12 CFR 1026.43(e)

 CFPB “unofficial redline” of the regulation to see the changes

 Both rules are effective March 1, 2021; mandatory compliance date for the new General QM final rule applies to 
applications received on or after October 1, 2022 (meaning the present General QM rule and GSE Patch expire as of 
October 1, 2022)
 Original mandatory compliance date was July 1, 2021; delayed to October 1, 2022 on April 27, 2021

 General QM rule:

 Applications received before October 1, 2022, (i.e. by September 30, 2022) may be considered under the present General QM rule or the GSE Patch

 Applications received between March 1, 2021, and before October 1, 2022, (i.e. by September 30, 2022) may also be considered under new General QM rule

 Applications received October 1, 2022, or after may be considered under the new General QM rule

 Seasoned QM rule (if it stands):

 Applications received March 1, 2021, or after may be considered under the Seasoned QM rule

 Means no existing loans in lenders’ portfolios will be eligible to be considered as Seasoned QMs

29

CFPB FINAL APRIL 2021 AMENDING ATR/QM RULES

 On April 27, 2021, the CFPB issued the April 2021 Final Rule extending the mandatory compliance date of 
the General QM Final Rule from July 1, 2021 to October 1, 2022.  

 Final Rule does not change the General QM Final Rules, effective date of March 1, 2021.

 For applications received on or after March 1, 2021 but before October 1, 2022, creditors have the option 
of complying with:

 The revised, price-based General QM loan definition, or

 The original General QM debt-to-income (DTI) based definition

 The Temporary GSE QM loan definition will expire on October 1, 2022, or the date the applicable GSE 
exits conservatorship, whichever expires first.

 Practical availability of the Temporary GSE QM may be limited by other parties’ policies, such as the Preferred Stock 
Purchase Agreements (PSPAs) which include restrictions on GSE purchases of QMs classified as Temporary GSE QM 

30

Page 52



Regulatory Hot Buttons May 2021

Financial Solutions * May 10, 2021

EFFECTIVE AND REQUIRED COMPLIANCE DATES
DATES REFER TO WHEN APPLICATION IS RECEIVED BY LENDER

 Which rule is effective when? 

March 1, 2021 September 30, 2022 October 1, 2022

Seasoned QM

Present General QM

GSE Patch

New General QM Effective New General QM Compliance Required

31
Note:  Availability of GSE Patch QM after July 1, 2021 may be affected by Preferred Stock Purchase 
Agreements (PSPA) which include restrictions on GSE purchases relying on GSE Patch QM

DETERMINING COMPLIANCE DATE

 To determine the date the application was “received” (so you know which QM options are 
available):

 The final rule addresses what constitutes an “application” 

 For a loan subject to TRID, the TRID definition of “application” applies

 An “application” means the submission of (1) the consumer’s name; (2) the consumer’s income; (3) the consumer’s social 
security number to obtain a credit report; (4) the property address; (5) an estimate of the property’s value; and (6) the 
mortgage loan amount sought

 For a loan not subject to the TRID rule (but subject to the ATR/QM rule – loan secured by a manufactured home 
without land), have the option of using TRID rule definition or the general Reg. Z definition of an “application” 

 General definition is “the submission of a consumer’s financial information for the purposes of obtaining an extension of 
credit.”
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THE “GSE PATCH”

 A provision of the current ATR/QM rules allows for a loan to be classified as a QM even if the 
borrower’s DTI exceeds 43% (provided the loan meets all other QM criteria) but the loan is 
eligible to be purchased or guaranteed by one of the Government Sponsored Enterprises (GSEs; 
Fannie Mae and Freddie Mac) 

 This provision was scheduled to expire 7 years after the original rule’s effective date (which would have been Jan. 
10, 2021), or when the GSEs are out of conservatorship, whichever occurs first

 In January 2019, CFPB released an assessment of the ATR/QM rule and found that Temporary GSE QMs 
represent a large and persistent share of mortgage originations

 Absent regulatory action it was estimated that approximately 957,000 mortgage loans (based on closed-end first-lien 
mortgage loan originations in the US in 2018 that had DTI ratios greater than 43%) would not have qualified for QM status

33

THE “GSE PATCH”

 On October 20, 2020, CFPB issued a final rule extending the expiration of the GSE Patch until 
the mandatory compliance date of the General QM rule 

 Which will be October 1, 2022 (if CFPB proposed delay is finalized)

 CFPB issued the proposal for this on June 22, 2020; the proposal also would eliminate Appendix Q and clarify 
lenders’ requirements to consider and verify income, assets, debt obligations, alimony, and child support 
according to the more flexible standards in the ATR rule

 This GSE Patch extension final rule did not affect QM definitions that apply to FHA, VA, U.S. 
Department of Agriculture, or Rural Housing Service loans

 Nor does the new General QM final rule (meaning they can still be QMs) 

34
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NEW GENERAL QM RULE: PRICING TEST

 The new General QM final rule removes the requirement limiting QMs to a maximum 43% DTI ratio and replaces it 
with a price-based standard based on how high the loan’s APR is above the Average Prime Offer Rate (APOR)
 First lien loans – to be a QM:

 Loan amount of less than $66,156: APR must be less than 6.5% above the APOR (650 bps)

 Loan amount of $66,156 or more and less than $110,260: APR must be less than 3.5% above the APOR (350 bps)

 Loan amount of $110,260 or more: APR must be less than 2.25% above the Average Prime Offer Rate (APOR) (225 basis points/bps)

 Loan secured by a manufactured home (means manufactured home only, or manufactured home with land also) with loan amount of less than 
$110,260: APR must be less than 6.5% above the APOR (650 bps)

 Junior lien loans – to be a QM:

 Loan amount of less than $66,156: APR must be less than 6.5% above the APOR (650 bps) 

 Loan amount of $66,156 or more: APR must be less than 3.5% above the APOR (350 bps)

 Loan amounts are for 2021; they are adjusted annually per the CPI

 These thresholds determine whether a loan can be a QM or not (but doesn’t determine safe harbor vs. rebuttable 
status)

35

NEW GENERAL QM RULE: PRICING TEST THRESHOLDS
 Determination whether loan may be a QM or not at origination 

 (Does not differentiate between Safe Harbor or Rebuttable Presumption)

Lien 
Position

Loan Amount
APR Percentage Above APOR

Less than 
2.25%

2.25% to       
Less than 3.5%

3.5% to Less 
than 6.5%

6.5% or More

First Lien

$66,155.99 or less May be a QM Non-QM

$66,156 to $110,259.99 May be a QM Non-QM

$110,260 or more May be a QM Non-QM

Manufactured Home:     
$110,259.99 or less

May be a QM Non-QM

Junior Lien
$66,155.99 or less May be a QM Non-QM

$66,156 or more May be a QM Non-QM 36
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NEW GENERAL QM RULE: PRICING TEST

 APOR: this part of the rule stays the same; Freddie Mac’s Primary Mortgage Market Survey (PMMS) is used to 
determine the APOR
 APOR tables are published on FFIEC website

 To determine the APR, look to the rate as of the date it is last set (Commentary: “The creditor should use the last date the interest rate 
is set before consummation.”)

 Loan dollar amounts are indexed for inflation
 Based on original $100,000 and $60,000 amounts used for the points and fees calculation

 To determine whether excessive points and fees are charged (disqualifies from QM status)

 Reflect 2021 values after indexing for inflation

 For adjustable rate loans:
 If rate may or will change in first 5 years after the date the first regular periodic payment will be due, the highest interest rate that may 

apply during that 5 years is the rate for the entire loan term when determining APR for determining thresholds

 Note this is different than disclosure requirements for adjustable rate loans

37

“GENERAL QM” RULE: TYPE OF QM
 Determination whether a QM is a Safe Harbor QM or Rebuttable Presumption QM remains the same as current rule

 Depends on how high the loan’s APR is above the Average Prime Offer Rate (APOR)

 For adjustable rate loans, requirement to calculate the APR for QM purposes (i.e. highest rate in first 5 years) also applies when determining whether the safe 
harbor or rebuttable presumption applies

 Loan must meet all other QM criteria, including no negative amortization, interest-only payments, or balloon payment (except for small creditors); 
term no greater than 30 years; and points and fees do not exceed maximums

 Safe Harbor (conclusive presumption of compliance with the ability to repay rule) QM:
 Loan’s APR cannot exceed the APOR for a comparable transaction by:

 First lien transaction: APR must be less than 1.5% above the APOR (150 bps) 

 Junior lien transaction: APR must be less than 3.5% above the APOR (350 bps)

 Rebuttable Presumption (of compliance with the ability to repay rule) QM:
 Loan’s APR exceeds Safe Harbor APR thresholds – is a “Higher Priced Covered Transaction” under 1026.43(b)(4)

 First lien transaction: APR is 1.5% or higher than the APOR (150 bps)

 Junior lien transaction: APR is 3.5% or higher than the APR (350 bps)

 How does this work together with the QM thresholds? How can you tell whether a loan is a Safe Harbor QM, Rebuttable 
Presumption QM, or a Non-QM? 38
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NEW GENERAL QM AND QM TYPE THRESHOLDS
 Determination whether loan may be a Safe Harbor QM, Rebuttable Presumption QM, or non-QM 

at origination 

Lien 
Position

Loan Amount
Percent Above APOR

Less than 
1.5%

1.5% to Less 
than 2.25%

2.25% to Less 
than 3.5%

3.5% to Less 
than 6.5%

6.5% or More

First Lien

$66,155.99 or less Safe Harbor Rebuttable Presumption Non-QM

$66,156 to $110,259.99 Safe Harbor Rebuttable Presumption Non-QM

$110,260 or more Safe Harbor
Rebuttable 

Presumption
Non-QM

Manufactured Home:     
$110,259.99 or less

Safe Harbor Rebuttable Presumption Non-QM

Junior 
Lien

$66,155.99 or less Safe Harbor
Rebuttable 

Presumption
Non-QM

$66,156 or more Safe Harbor Non-QM 39

GENERAL QM AND QM TYPE THRESHOLDS
 Consequence of the new General QM rule is to constrict the types of loans that qualify for QM 

status at origination (particularly Rebuttable Presumption QMs)

Lien 
Position

Loan Amount Version
Percent Above APOR

Less than 
1.5%

1.5% to Less 
than 2.25%

2.25% to Less 
than 3.5%

3.5% to Less 
than 6.5%

6.5% or More

First Lien

$66,155.99 or less
Old Safe Harbor Rebuttable Presumption

New Safe Harbor Rebuttable Presumption Non-QM*

$66,156 to 
$110,259.99

Old Safe Harbor Rebuttable Presumption

New Safe Harbor Rebuttable Presumption Non-QM*

$110,260 or more
Old Safe Harbor Rebuttable Presumption

New Safe Harbor
Reb 

Presumption
Non-QM*

Manufactured Home:     
$110,259.99 or less

Old Safe Harbor Rebuttable Presumption

New Safe Harbor Rebuttable Presumption Non-QM*

Junior 
Lien

$66,155.99 or less
Old Safe Harbor Rebuttable Presumption

New Safe Harbor Reb Presumption Non-QM*

$66,156 or more
Old Safe Harbor Rebuttable Presumption

New Safe Harbor Non-QM*

* By instituting the limitation that no QM may have an APR 6.5% or more above the APOR, all loans in red 
that previously were eligible to be Rebuttable Presumption QMs will no longer qualify 
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CONSIDERING ABILITY-TO-REPAY FOR GENERAL QMS

 Creditor must “consider and verify” consumer’s monthly DTI ratio or residual income; as well as reasonably 
expected income or assets (other than the value of the security property); current debts; and alimony and 
child support
 Commentary: “an appropriate threshold for a consumer’s monthly debt-to-income ratio or monthly residual income is for 

the creditor to determine in making a reasonable and good faith determination of a consumer’s ability to repay.”

 See redline for new comment #4 to 1026.43(c)(4): Unidentified funds (i.e. inflow into consumer’s account) must be 
confirmed as income

 What DTI would be acceptable? Since the new rule removes Appendix Q (including the previous 
requirement to use Appendix Q to calculate DTI for General QM loans), there is no clear guidance as to 
what DTI would be considered non-compliant
 Seems to be contrary to the intent of what a QM is

 CFPB addresses this: Preamble to final rule (85 FR at 86352): “the Bureau emphasizes that [the rule] requires only that 
the creditor “consider” the specified factors. It does not permit a broader challenge that a loan is not a General QM 
because the creditor failed to make a reasonable and good-faith determination of the consumer’s ability to repay under 
§1026.43(c)(1), as this would undermine the certainty of whether a loan is a General QM.”

41

CONSIDERING ABILITY-TO-REPAY FOR GENERAL QMS

 With the removal of Appendix Q, it removes a safe harbor for ability-to-repay challenges

 But the rule does provide a safe harbor for creditors using verification standards from Fannie Mae, Freddie Mac, FHA, VA, and
USDA
 Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide (June 3, 2020)

 Sections 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide (June 10, 2020)

 Sections II.A.1 and II.A.4-5 of the FHA’s Single Family Housing Policy Handbook (October 24, 2019)

 Chapter 4 of the VA’s Lenders Handbook (revised February 22, 2019)

 Chapter 4 of the USDA’s Field Office Handbook for the Direct Single Family Housing Program (revised March 15, 2019)

 Chapters 9 through 11 of the USDA’s Handbook for the Single Family Guaranteed Loan Program (revised March 19, 2020)

 If one of these manuals is revised, safe harbor still applies as long as the revised manual is substantially similar (see redline
for new comment #3(iv) to 1026.43(e)(2)(v)(B)) 

 May comply by “mixing and matching” from among these standards, but must maintain written policies and procedures for 
analyzing and documenting income, debt, and DTI or residual income (see redline for new comment #3(v) to 
1026.43(e)(2)(v)(B)) 

 All other aspects of QM criteria remain in place (points and fees, underwriting features, etc.) 42
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NEW SEASONED QM RULE

 CFPB Statement (Feb. 23, 2021): “The Bureau is considering whether to initiate a rulemaking to revisit the Seasoned QM 
Final Rule” – this may be significantly revised or even revoked

 Loans meeting seasoned QM criteria qualify for safe harbor under the ability to repay rule
 Regardless of whether or not the loans are higher-priced mortgage loans (HPMLs under Section 35), i.e. regardless of APR

 Currently, HPMLs that qualify as QMs are entitled to only a rebuttable presumption

 This means some loans that are originated as Rebuttable Presumption QMs or even Non-QMs under the new General QM rule (because of the 
higher APR) may become Seasoned QMs later

 Requirements for a loan to become a Seasoned QM (no loan can be a Seasoned QM at origination):
 Fixed rate, first-lien loan with a term of 30 years or less

 Step rate loans are not considered fixed rate loans

 Loan provides for regular periodic payments that are substantially equal and will fully amortize the loan over its term

 Loan does not have interest-only or negative amortization features, or balloon payment, and complies with general restrictions on prepayment 
penalties

 Total points and fees do not exceed the applicable QM limit

 Loan is not a “high-cost mortgage” (Section 32 loan)
43

NEW SEASONED QM RULE: REQUIREMENTS

 Requirements for a loan to become a Seasoned QM:

 When underwriting, creditor followed new General QM rule to consider income or assets, debt obligations, 
alimony, child support and monthly DTI ratio or residual income; and verify income or assets and debt obligations, 
alimony and child support

 Creditor may not sell, assign, or transfer legal title to the loan before the end of the 36-month “seasoning period” 
(calculated from due date of first payment)

 Loan also cannot (at consummation) be subject to a commitment to be acquired by another person, except for:

 A one-time sale, assignment, or transfer of the whole loan before the end of the seasoning period; but the loan could not be securitized 
as part of the sale, assignment or transfer, or at any other time before the end of the seasoning period (added to encourage 
responsible origination of non-QMs)

 Transfers required by supervisory action or in connection with a merger or acquisition

44
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NEW SEASONED QM RULE: SEASONING PERIOD
 During the 36-month “seasoning period” the loan may have no more than 2 delinquencies of 30 or more 

days, and no delinquencies of 60 or more days
 36-month seasoning period begins as of the date of the first payment

 “Delinquency” defined:

 30 days delinquent when it is not paid before the due date of the following scheduled payment

 60 days delinquent if consumer is more than 30 days delinquent on the first of 2 sequential scheduled payments and does not 
make both sequential scheduled payments before the due date of the next scheduled payment after the 2 sequential scheduled 
payments

 If there is a delinquency of 30 or more days when the 36-month point is reached, the seasoning period is essentially 
extended, as it will not end until there is no delinquency

 May accept partial payments for less than full payment due (including escrow) without treating them as a delinquency if:

 Servicer does not treat them as delinquent pursuant to RESPA servicing rules;

 They are deficient by $50 or less; and 

 There are 3 or fewer such deficient payments during the seasoning period

45

NEW SEASONED QM RULE: SEASONING PERIOD

 During the 36-month “seasoning period” the loan may have no more than 2 delinquencies of 30 
or more days, and no delinquencies of 60 or more days

 Payments may be missed and would not be considered a delinquency if related to a temporary accommodation 
due to disaster or pandemic-related national emergency, provided that during or at the end of the accommodation 
the loan is brought current according to the original terms, or there is a “qualifying change” to the loan

 To be a “qualifying change”: 

 Change must end any pre-existing delinquency on the loan when the change takes effect;

 Amount of interest charged over the full term of the loan may not increase as a result of the change;

 Servicer may not charge any fee in connection with the change; and

 Servicer must waive all existing late charges, penalties, stop payment fees, or similar charges promptly upon consumer’s acceptance 
of the change

 Qualifying change could provide for a balloon payment or a lengthened loan term (as an exception to the term and balloon 
payment requirements) 46
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NEW SEASONED QM RULE: SEASONING PERIOD

 During the 36-month “seasoning period” the loan may have no more than 2 delinquencies of 30 
or more days, and no delinquencies of 60 or more days

 The following are not considered in assessing whether a periodic payment is delinquent:

 Funds in escrow in connection with the loan

 Funds paid on behalf of the consumer by the creditor, servicer, or assignee of the loan, or any other person acting on their 
behalf

 Addresses concerns that lenders may attempt to take steps to help keep a loan current to eventually gain Safe 
Harbor status

47

NEW GENERAL QM AND SEASONED QM RULES
 Determination whether loan may become a Seasoned QM

 Note: all loans meet QM requirements other than rate restriction3

Lien 
Position

Loan Amount
Percent Above APOR

Less than 
1.5%

1.5% to Less 
than 2.25%

2.25% to Less 
than 3.5%

3.5% to Less 
than 6.5%

6.5% or More

First Lien

$66,155.99 or less
Safe 

Harbor2 Rebuttable Presumption; may become a Seasoned QM Non-QM; may become 
a Seasoned QM1

$66,156 to $110,259.99
Safe 

Harbor2
Rebuttable Presumption; may 

become a Seasoned QM
Non-QM; may become a Seasoned QM1

$110,260 or more
Safe 

Harbor2

Rebuttable Presumption; 
may become a Seasoned 

QM
Non-QM; may become a Seasoned QM1

Manufactured Home:     
$110,259.99 or less

Safe 
Harbor2 Rebuttable Presumption; may become a Seasoned QM Non-QM; may become 

a Seasoned QM1

Junior 
Lien

$66,155.99 or less Safe Harbor
Rebuttable Presumption; 

may NOT become a 
Seasoned QM

Non-QM; may NOT become 
a Seasoned QM

$66,156 or more Safe Harbor Non-QM; may NOT become a Seasoned QM

1. This is the other side of the coin – the Seasoned QM rule expands the number of loans that may eventually be Safe Harbor QMs
2. First lien Safe Harbor QMs may also become Seasoned QMs but they already have the Safe Harbor from origination; Preamble to final 

rule (85 FR at 86411): “additional legal certainty by providing an alternative basis for a conclusive presumption of compliance”
3. To become a Seasoned QM, loan must have a fixed rate

48
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TRID UPDATE

49

CFPB: TRID, RESCISSION, REG. B

 CFPB April 29 press release, TRID interpretive rule, and Reg. B FAQ provide exceptions because of pandemic

 TRID and rescission waiting periods: if need to obtain funds due to the pandemic, the consumer has a “bona fide personal financial 
emergency” that permits waivers

 This means closing the loan before the end of the TRID Rule waiting periods (LE 7-day rule; CD 3-day rule), or before the end of the Rescission 
waiting period (3 day rule)

 COVID-19 also qualifies as “changed circumstance” under TRID

 “extraordinary event beyond the control of any interested party”

 Allows lenders to change fees and issue a revised LE (many increased appraisal fees)

 Reg. B FAQ: “Is there flexibility under the ECOA Valuations Rule for when creditors must provide valuations to applicants? Yes”

 “permits an applicant to waive the timing requirement through an affirmative oral or written statement and agree to receive any copy at or before 
consummation or account opening”

 Implements logic of previously-issued interagency statement

 CFPB also issued fact sheets on coverage, and delivery and timing of that Reg. B provision
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CFPB’S TRID RULES

 The Bureau issued the TRID Rule in November 2013, and the Rule took effect on October 3, 
2015. Among other things, the TRID Rule integrated TILA’s Good Faith Estimate (GFE) and 
RESPA’s settlement statement (HUD-1), as well as other Dodd-Frank required disclosures, into 
the Loan Estimate and Closing Disclosure forms.

 On October 1, the CFPB released the assessment report required by Section 1022(d) of the 
Dodd-Frank Act for the TILA-RESPA Integrated Disclosure Rule (TRID), concluding that the TRID 
Rule “made progress towards several of its goals.”

51

TRID ASSESSMENT REPORT (OCTOBER 2020)

Key findings of the assessment include:

 The TRID disclosure forms improved borrower abilities to locate key mortgage information, and compare costs and 
features of different mortgage offers;

 Evidence was mixed as to whether the TRID disclosure forms improved borrower abilities to understand loan 
estimates and transactions, and the TRID Rule increased consumer shopping for mortgages;

 The median response for one-time costs for lenders of implementing the rule was roughly $146 per mortgage 
originated in 2015;

 Evidence was unclear regarding ongoing costs for lenders, noting that over the last decade, lenders’ costs have 
increased steadily, but the data does not show a clear increase from the time the TRID Rule took effect; and

 Purchases and refinances dropped notably (around 14 percent and eight percent, respectively) in the first two months 
after the effective date, and purchase closing times lengthened by about 13 percent. However, both changes returned 
to pre-TRID Rule amounts and durations.
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JUNE 2020 FACTSHEET:  TRID TITLE INSURANCE DISCLOSURES

 Two types of title insurance

 Lender’s title insurance protects a creditor against problems with or challenges to the title to a property, such as 
someone with a legal claim against the home. Lender’s title insurance only protects the creditor against problems with 
the title, and imposes a duty on the title insurance underwriter to defend the creditor’s interest in the title of the 
property in certain title issues. This product is generally required by the creditor as part of the transaction. The cost of 
the lender’s title policy is disclosed on the Loan Estimate and Closing Disclosure as discussed below. 

 Owner’s title insurance is a product that protects the consumer’s financial investment in the home from title issues. 
It indemnifies the consumer if there is a loss due to a title issue, but also requires the title insurance underwriter to 
defend the consumer’s title to a property against litigation concerning certain title issues that may arise after 
purchasing the home. Some title companies may offer an “enhanced” owner’s title insurance product, which provides 
additional coverage and may increase the amount of coverage as the property appreciates. Owner’s title insurance is 
typically not required by the creditor as part of the transaction and is optional for the consumer to purchase. The cost 
of the owner’s title policy is disclosed on the Loan Estimate and Closing Disclosure as discussed below. 
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LENDER’S TITLE INSURANCE
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OWNER’S TITLE INSURANCE

 In most cases, the creditor does not require the consumer to obtain owner’s title insurance. If the 
consumer obtains owner’s title insurance and the creditor does not require it, the cost of owner’s 
title insurance is disclosed in Closing Cost Details in the Other Costs Table on the Loan Estimate 
and Closing Disclosure. 12 CFR §§ 1026.37(g)(4) and 38(g)(4). 

 Generally, the amount disclosed for owner’s title insurance is based on the owner's policy rate. 
For the Loan Estimate, the cost disclosed for the owner’s title insurance policy is not based on 
any “enhanced” title insurance policy rate, unless the creditor knows or has reason to believe at 
the time the creditor is issuing the Loan Estimate that an “enhanced” owner’s title insurance 
policy will be purchased, such as if it is required by the real estate sales contract. Comment 
37(g)(4)-1. 
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OWNER’S TITLE INSURANCE (CONTINUED)

 When the consumer purchases owner’s title insurance and it is not required by the creditor, this fact is 
noted on the Loan Estimate and Closing Disclosure through use of the term “optional”. 12 CFR §§
1026.37(g)(4)(ii) and 38(g)(4)(ii). The cost for owner’s title insurance must be disclosed as “Title - Owner's 
Title Policy (optional),” or in any similar manner that includes the introductory description “Title -” at the 
beginning of the label, and include the parenthetical description “(optional),” if applicable, at the end of the 
label. Comments 37(g)(4)-1, -3, and 38(g)(4)-2. If the seller pays for the owner’s title insurance, the 
“(optional)” description is not required on the Closing Disclosure. Comment 38(g)(4)-2. 

 In the unlikely event that the creditor requires the consumer to obtain owner’s title insurance, costs are 
disclosed in the same manner as costs for lender’s title insurance: on the Loan Estimate under Closing 
Cost Details in the Loan Costs Table in Services You Cannot Shop For or Services You Can Shop For, and 
on the Closing Disclosure under Closing Cost Details in the Loan Costs Table in Services Borrower Did Not 
Shop For or Services Borrower Did Shop For, as applicable. 12 CFR §§ 1026.37(f)(2); 37(f)(3); 38(f)(2) and 
38(f)(3). 
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SIMULTANEOUS TITLE INSURANCE ISSUANCE

 Title companies often offer a different rate, called a “single” or “simultaneous” rate if a consumer purchases both the 
lender’s and owner’s title insurance from the same company, rather than purchasing each policy from separate 
companies. 

 The Bureau has a formula to assist lenders in disclosing the required rates consistently, in a way that does not depend 
on whether the consumer purchases the owner’s and lender’s title insurance policies individually, or obtains the policies 
from the same company and gets the simultaneous rate, or buys only the required lender’s title insurance. If the 
consumer obtains only the required lender’s title insurance policy, and no owner’s title insurance policy, the use of this 
formula by the creditor is not necessary. 

 The premium for an owner's title insurance policy for which there is a simultaneous issuance of a lender's and an 
owner's policy is calculated and disclosed on the Loan Estimate and Closing Disclosure as follows: 
 ((full owner’s policy premium) + (the simultaneous premium for the lender’s policy, i.e., simultaneous amount)) – (full lender’s premium). 

 Comments 37(g)(4)-2 and 38(g)(4)-2. 

 The premium disclosed for the lender’s title insurance policy is the full lender’s premium, not the discounted, or 
simultaneous, rate. 
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DIFFERENCES IN STATE VS. FEDERAL TRID DISCLOSURES

 The disclosure of lender’s and owner’s title insurance on the TRID disclosures may differ from disclosures on state 
forms in some states when the consumer purchases policies from the same title insurance company and obtains a 
“simultaneous” rate. As stated above, when the consumer obtains a simultaneous rate, the cost disclosed on the 
TRID disclosures for the lender’s title insurance is the full lender’s premium, not the simultaneous rate. Instead, the 
cost of owner’s title insurance is disclosed using the following formula: ((full owner’s policy premium) + (the 
simultaneous premium for the lender’s policy, i.e., simultaneous amount)) – (full lender’s premium). Comments 
37(g)(4)-2 and 38(g)(4)-2. 

 In most state disclosures, the cost disclosed for the lender’s and owner’s title insurance policy premiums is the 
simultaneous rate for the lender’s title insurance policy and the full amount of the owner’s title insurance policy. 
Because in some instances state disclosures reflect the pricing of the simultaneous rate as part of the disclosure for 
the policies or disclose the policies together as one cost, they may differ from the TRID disclosures which always 
disclose the full lender’s policy premium and always disclose the pricing of each policy separately. In such cases, the 
owner’s title insurance and lender’s title insurance premiums listed on the TRID disclosures may be different from the 
title insurance rates quoted by title insurance agents in accordance with State law or the common practice in a 
particular geographic area. 
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EXAMPLES PER THE CFPB FACTSHEET

 For the examples below, assume lender’s title insurance is required by the creditor but owner’s 
title insurance is optional, and that the rate prices are as follows: 

 Full premium rate for lender’s policy (the amount disclosed if only lender’s title insurance is purchased): $1,175 

 Full premium rate for owner’s policy (the amount disclosed if only owner’s title insurance is purchased): $2,568 

 Simultaneous premium rate for lender’s policy (incremental cost for purchasing lender’s policy (as disclosed 
pursuant to certain State laws), if purchased through the same company as the owner’s policy): $200 
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SIMULTANEOUS ISSUANCE IF SELLER AGREES TO PAY 
THE FULL OWNER’S TITLE INSURANCE PREMIUM

 If the purchase and sales contract between consumer and seller indicates that both lender’s and owner’s title 
insurance will be purchased from the same company and the seller will pay the full owner’s policy premium rate (as 
opposed to a discounted rate), there may be a difference between the cost of owner’s title insurance disclosed and 
the disclosed seller’s credit. Given the disclosure formula for the owner’s title insurance cost when there is a 
simultaneous rate for lender’s title insurance, in this situation there may be excess seller’s credit beyond the 
disclosed cost of owner’s title insurance. Because the seller’s credit may be in excess of the disclosed owner’s title 
insurance cost, the disclosed amount of the seller credit left over after application to the owner’s title insurance cost 
can be disclosed in three different ways on the Closing Disclosure: 

 1. Shown as a credit towards the amount of the lender’s premium or any other title insurance costs for premiums or endorsements in 
the Loan Costs Table or Other Costs Table (12 CFR §§ 1026.38(f) and (g)); or 

 2. Added to and shown in aggregate with other seller credits in the Summaries of Transactions tables as a general Seller Credit (12 
CFR § 1026.38(k)(2)(vii)); or 

 3. Disclosed as a stand-alone seller credit on another blank line in the Summaries of Transactions tables (12 CFR §
1026.38(k)(2)(viii)). 
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NEGATIVE OWNER’S TITLE INSURANCE

 Generally, using the formula for disclosing simultaneous title insurance on the Loan Estimate and Closing Disclosure 
should not yield a negative number. When calculations yield a negative number, the Bureau recommends checking 
calculations to ensure the correct owner’s rate, lender’s rate, or simultaneous rate were used. 

 However, in certain states the full cost of lender’s title insurance by itself could be more than the cost of both owner’s 
and lender’s title insurance combined, and thus, using the TRID calculation methodology, in those instances it would 
be correct to disclose a negative number. Comment 37(g)(4)-2 

 For example, assume again that lender’s title insurance is required by the creditor but owner’s title insurance is 
optional, and that the rate prices are as follows: 
 Full premium rate for lender’s policy (the amount disclosed if only lender’s title insurance is purchased): $3,175 

 Full premium rate for owner’s policy (the amount disclosed if only owner’s title insurance is purchased): $2,568 

 Simultaneous premium rate for lender’s policy (incremental cost for purchasing lender’s policy, if purchased through the same
company as the owner’s policy): $200 

 In this example, it would be correct for the creditor to disclose a negative amount for the cost of owner’s title 
insurance on the TRID disclosures. 
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E-SIGN CONSIDERATIONS
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TRADITIONAL SIGNATURE IMPERFECTIONS

 Authentication

 Attachment to document

 Intent of the signor

 Document integrity
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 Forgery

 Electronic copying can disassociate 
signature from document

 Signature pages can be replaced

 Word-processed pages can be 
replaced and altered without detection 
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E-COMMERCE

 The use of electronic signatures and recordkeeping is essential to any financial institution 
which wants a web-based commerce strategy. E-commerce can be more effective and 
cost efficient than traditional brick and mortar branches and electronic records can be 
more secure than traditional paper records. They are faster and easier to process, 
program, retain and retrieve. 

 E-SIGN compliance is a requirement when electronic disclosures which are required to 
be in written form are substituted for paper disclosures. (Some exceptions may apply 
when the agreement is for on-screen disclosures such as Privacy Act Notices.) 
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ELECTRONIC VERSUS DIGITAL SIGNATURES

 Electronic Signature: Broader definition per E-SIGN than what we think of as a consumer 
signature.  Includes full range of electronic means to confirm sender of the message, ranging 
from an image of the sender’s signature to biometric signatures such as iris scans.

 Digital Signature:  A special form of encryption using combination of 2 keys
 One that is kept secret from the user (private key) and the other that is made publicly available (public key).

 Once message is encrypted using one key, it can only be decrypted by use of the other key.

 Encrypted codes used to ensure that the document came from the intended sender and has not 
been altered during transmission.  A common format is called the “public key infrastructure,” PKI.  
A trusted third party ensures that the identity of the sender and the receiver are both confirmed –
creating a digital “certificate.”
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E-SIGN DEFINES ELECTRONIC SIGNATURE, 
NOT DIGITAL SIGNATURE

Digital 
Signature

Electronic Signature —
An electronic sound, symbol, or process, 
attached to or logically associated with a contract 
or other record and executed or adopted by a  
person with the intent to sign the record.
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“means information that is inscribed on a tangible 
medium or that is stored in an electronic or other 
medium and is retrievable in perceivable form.”

Electronic Record —

“a contract or other record created, generated, 
sent, communicated, received, or stored by 

electronic means”

RECORD —
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IMPORTANT REMINDER!

• Requires E-SIGN 
compliance to 
send most official 
consumer 
disclosures

Bank

• No E-SIGN 
compliance 
required for 
customer to send 
to Bank

Customer
• No E-SIGN 

compliance 
required to accept 
information sent 
by Customer

Bank

73

THE UNIFORM ELECTRONIC TRANSACTIONS ACT
 UETA is an electronic record and signature statute that was adopted in some form by most states.  

 UETA leaves existing law in place while providing that electronic records, signatures and contracts 
shall not be denied validity based solely on the medium.  UETA applies to contracts and state 
disclosures.

 Three pillars of UETA body of law:

 Record or signature may not be denied legal effect or enforceability solely because it is in electronic form.

 If a law requires a writing, an electronic record satisfies.

 If a law requires a signature, an electronic signature satisfies the law.

 E-SIGN does not apply to state law transactions if state adopted UETA
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TRANSACTIONS EXCLUDED FROM UETA

 Uniform Commercial Code which contain their own Esign provisions:
 Article 3 – Negotiable Instruments

 Article 4 – Bank Deposits & Collections

 Article 4A – Funds Transfer

 Article 5 – Letters of Credit

 Article 9 – Secured Transactions

 Wills and Testamentary Trusts
 Other laws identified by legislative action
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THE E-SIGN ACT

 Electronic Signatures in Global and National Commerce Act 
(E-SIGN Act) passed June 30, 2000

 Applies to consumers who agree to accept electronic 
disclosures on or after October 1, 2000.

 Notification and consent under the E-SIGN rules apply after 
that time.

 The Federal Reserve passed regulations in 1998 allowing 
periodic statements under Reg DD and Reg E to be provided 
electronically.  Despite grandfather provisions, it is best 
practice to obtain new E-SIGN affirmation if any question.
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E-SIGN

 In the US, business and legal community concerned about validity of electronic signatures, 
contracts and other records under state law

 Global issue. 1996 United Nations Commission on International Trade Law (“UNCITRAL”) Model 
Law on  Electronic Commerce. Addresses electronic signatures

 1999 National Conference of Commissioners on  Uniform State Laws (NCCUSL) drafts the 
Uniform Electronic Transactions Act (UETA). Incorporates many provisions from UNCITRAL Model 
Law. Uniform, technology neutral

 Most states have enacted UETA – Congress used the UETA as a guide to actually draft E-SIGN so 
the two are very similar
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E-SIGN PRINCIPLES
 E-SIGN promotes the use of electronic contracts, disclosures, signatures, and recordkeeping in private commerce by 

establishing legal equivalence between: 

 Written contracts, disclosures, signatures on paper and those in electronic form; and 

 Pen-and-ink (aka “wet”) signatures and electronic signatures. 

 E-SIGN applies broadly to commercial and consumer transactions affecting e-commerce, and to transactions regulated 
by both Federal and state government. If there is no requirement that something be in writing by another law, E-SIGN 
does not apply. Watch out for other laws requiring a record specifically in another manner.

 Federal law that permits the delivery of federal disclosures exclusively through electronic means.  Consumer must be 
able to retain and store or print and reproduce or it may be denied legal effect.

 Permits companies to satisfy statutory record retention and retrieval requirements (even if required to be admissible into 
evidence in a court of law) through electronic means.  Applies across the board to all industries, not just to financial 
institutions
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WHAT E-SIGN DOES AND DOES NOT DO

 E-SIGN legalizes E-writings, E-SIGNatures and E-record retention unless specifically superseded 
by another law for that particular record.

 E-SIGN governs the process by which consumers can consent.

 E-SIGN does NOT require any bank to offer E-delivery or any consumer to accept E-delivery.

 E-SIGN does NOT require any particular technology nor does it specify how documents must be 
delivered electronically.

 The E-SIGN Act does NOT appoint any Federal banking agency to interpret the law nor does it 
require stand-alone regulations to implement the Act.
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E-DELIVERY

 Substitution of electronic record for paper when a “written” document is a legal requirement and 
paper delivery will be discontinued.

 Substantial savings by delivering electronically

 Deliver initial account disclosures to new customers.

 Deliver written disclosures to existing customers:
 Maturity notices for certificates

 ARM rate and payment change notices

 Change in terms notices

 Periodic statements for deposits and loans
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E-SIGN CONSUMER NOTIFICATIONS

 Required consumer written disclosure may be provided electronically if:
 Notify consumer of system requirements to access the records

 Hardware and software requirements 

 Consent electronically demonstrating ability to access the electronic records

 Notify consumer of any changes to hardware and software requirements and obtain consumer’s consent to the 
subsequent changes

 Consumer must affirmatively consent to electronic records after being made aware that 
consent may be refused or subsequently withdrawn (and how to withdraw that consent)

 Inform consumer which transaction, record or categories of records are covered

 Provide for procedures for the consumer to obtain a paper copy of the record and any fee that 
will be charged to obtain it.
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“CONSUMER CONSENT”

Basic rules when laws or regulations require a written 
document

 Consumer must affirmatively consent.

 Other party must provide disclosures prior to consent in clear and 
conspicuous statement.

 Consent must demonstrate ability to receive documents.
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“REASONABLE DEMONSTRATION”

 For demonstrable consent to be effective, the consumer must consent 
electronically in a manner that reasonably demonstrates that they can 
access information in the electronic form that will be used to provide the 
information that is the subject of the consent. 

 Legislative history sets the standard that the test is not intended to “burden 
commerce” and that email confirmation of receipt can be a sufficient means.

 Failure to include in consent process the “reasonable demonstration” may not 
be used to invalidate contract.
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CLEAR AND CONSPICUOUS DISCLOSURE

 Consumer’s right to paper documents

 Scope of transactions covered

 Procedure for withdrawing consent

 Procedure and fees for obtaining paper

 Hardware and software requirements for accessing and retaining records

 Consequences of withdrawal of consent (i.e. fees, termination of transaction, etc.)
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CHANGE IN HARDWARE OR SOFTWARE REQUIREMENTS

 Consumer must be notified of the new requirements.

 Statement of right to withdraw consent without fees and without any previously undisclosed 
penalty.

 Must include new “reasonable demonstration” of ability to access records.

 Consumer consent provisions may be modified or eliminated by Federal regulator to relieve 
burden on electronic commerce.
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ELECTRONIC DELIVERY METHODS: PUSH

 “Push” method:  Bank transmits an “alert message” via ordinary email with a subject line 
such as

 “Here are your disclosures”

 Disclosures can be included in the body of the message or as an attached file.

 Customer must open the attached file.

 Customer can read and save the disclosure, including print the disclosure if desired.
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TESTING CUSTOMERS VIA THE PUSH METHOD

 Send a sample email notification to the customer and attach a file containing a sample document.

 Sample document should be in a format similar to that of what you will send them in the future (e.g., Adobe 
statement for checking, loan payment summary)

 The customer should demonstrate they can open the attachment and read the sample. 

 The sample document contains PIN or unique data that the customer must report to successfully 
“pass” the confirmation capability test.
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ELECTRONIC DELIVERY METHODS: PULL

 “Pull” method:  Bank transmits an “alert message” via ordinary email with a subject line such as

 “Your disclosures are posted on our web site”

 Disclosures are available for download via a URL or reference to the location of disclosures.

 Customer must log into the bank web site to access disclosures.

 Customer can download the disclosure and can then read and save the disclosure, including print 
the disclosure if desired.
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TESTING CONSUMERS VIA THE PULL METHOD

 Send sample email notification to the customer containing link to sample 
disclosure on the website.

 Customer must click through the links and open the sample document.

 Sample contains a personal identification number (PIN) or unique data 
and the customer successfully uses the PIN or unique data to retrieve 
the disclosure.

 Customer is then considered to have “passed” the test.
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UNACCEPTABLE MEANS OF DELIVERY

 Messages sent through a proprietary email system are not considered “written” means of 
electronic delivery.

 Proprietary email system is defined to be an electronic mail system that is limited to communications solely 
between the bank and its customers.

 Include attachments with the required written disclosure in its entirety

 Click-throughs are not an acceptable means of electronic delivery of required written disclosures.  
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ELECTRONIC REGULATIONS
 Amendments to Fed Regs B, E, M, Z, and DD

 Reg B – Sec. 1002.16

 Reg E – Sec 1005.17

 Reg M – Sec 1013.6

 Reg Z – Sec 1026.36

 Reg DD – Sec 1030.10

 All five of the regulations for electronic disclosures are very similar as are other newer .

 Electronic communication is defined and permission granted to use electronic methods for required written 
disclosures.
 a message that is transmitted electronically from the bank to the consumer and uses “visual text” displayable on 

“equipment” and the message is retainable.

 Electronic signatures are permissible with consent.
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SAMPLE REGULATIONS’ E-SIGN PROVISIONS

 Many regulations specifically refer to E-SIGN. Reg. DD  (Truth in Savings Act) refers to E-SIGN under the 
disclosure requirements, § 1030.3(a): 

 The disclosures required by this part may be provided to the consumer in electronic form, 
subject to compliance with the consumer consent and other applicable provisions of the 
Electronic Signatures in Global and National Commerce Act (E-SIGN Act) (15 U.S.C. 7001 et 
seq.). 

 Some regulations allow a consumer to request information and have it delivered electronically without E-
SIGN consent, such as requests for certain initial disclosures and advertising. 

 The disclosures required by §§ 1030.4(a)(2) and 1030.8 may be provided to the consumer in 
electronic form without regard to the consumer consent or other provisions of the E-SIGN Act 
in the circumstances set forth in those sections.
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ELECTRONIC REDELIVERY

 Must attempt a redelivery when an alert message bounces.

 “Reasonable steps” are required when the bounced message is received by the bank.  

 You must email another address or use “snail mail” to notify the customer that the bank’s email 
was returned as undelivered.
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DISCLOSURES NOT REQUIRED TO BE WRITTEN

 These are not covered by the E-Regulations

 Applications and other pre-account disclosures are also not covered

 Can display on the screen and make available to the consumer (via the PUSH method of electronic 
communication)

 CHARM booklet and loan program disclosure

 Home equity booklet (When Your Home is on the Line)

 Regulation Z’s boxed table of disclosures required for solicitations for consumer credit cards

 Regulation B government monitoring information disclosure and data request
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CONDITIONS TO THE EXCEPTIONS

 Disclosures must be available by the PUSH method, therefore REQUIRING 
consumer to access the disclosures BEFORE submitting the application via

 Sequentially linked pages  OR

 Viewable on-screen as part of the application itself.

 You cannot take advantage of the 3 day delay rule for HELOC and ARM 
booklets and program disclosures

 Make available as noted above.
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E-SIGN SPECIAL CONSIDERATIONS

 Online Consummation

 Consumer must be required to access the new account disclosures BEFORE the account is officially opened

 Right of Rescission

 Each individual with a right to rescind must be notified separately by individual email address

 Send a single copy of the right of rescission notice to each owner plus TRID Closing Disclosure

 Disclosures Requiring a Signature

 For disclosures that a signature or written acknowledgement of receipt is required (like RESPA’s servicing transfer 
disclosure or the Notice of Special Flood Hazards), there must be a way to provide the signature or acknowledgment 
electronically.

 There is no industry-wide standard yet for digital signature and verification technology.  Unless you are sure and 
consumer can comply, you may still require the consumer to print, sign and mail in the disclosure.
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E-DELIVERY RECORD RETENTION

 E-SIGN allows transaction records, contracts, and disclosures to be retained electronically. The law 
does not change the period of retention. 

 The E-SIGN act does not include specific record retention requirements for the notification and 
consent procedures.  But, be sure to maintain records proving that you followed the required process 
for bank’s protection.

 Retention times remain whatever they are under the applicable law(s) of your transaction, contract or 
disclosure.. These are considered to be retained in the original form if the electronic records: 

 Accurately reflects the information in the transaction, contract or disclosure; and 

 It remains accessible to all persons entitled to access, in a form that can be accurately reproduced, for the required 
period. 
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WHAT DOES E-SIGN NOT DO?

 E-SIGN does not require records, disclosures or contracts to be in electronic format. All parties 
must agree to e-media. E-SIGN simply permits them to be created and shared in this manner. 

 It does not replace any requirements such as a disclosure which is to be made in a certain font 
size, or to be clear and conspicuous. It does not replace any fraud statutes or unfair or deceptive 
acts or practices. All those rules and requirements apply. 

 E-SIGN is not technology specific. It does not require any specific format, encryption 
methodology, browser, mobile or desktop device, etc. This means you must do what is safe and 
secure respective to the transaction being completed. You may allow one level of security to 
agree to view deposit account balances, as an example, but a higher level to transfer funds from 
those accounts. 
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ADDITIONAL E-SIGN CONSIDERATIONS

 No specific penalties in E-SIGN, but you are still subject to the penalties in each of the other 
applicable regulations.

 Risks of E-SIGN

Failure to deliver required consumer disclosures
 Corrective action may be required

 Possible penalties under the applicable consumer regulation

 Risk of reputation damage
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LITIGATION OR EXAMINATION HOLD ON RECORDS

 Legal notice that certain information relevant to litigation must be retained

 The first step to ensure Electronically Stored Information is preserved, perhaps beyond normal record retention 
periods, etc.

 Works to override normal record retention and destruction schedules

 Issued when litigation is reasonably anticipated to avoid potential problems if the records request 
was held until the actual lawsuit is filed

 Issue request to any “Custodians” specifying records that may be required as a result of initial 
investigative findings

 Best practice is to obtain acknowledgement of receipt of the hold request
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COLLECTING AND PRODUCING ELECTRONIC INFO

 Before you produce the electronic records in litigation, be sure to redact the documents to remove 
privileged information and ensure it satisfies the record request

 Review can be the most time-intensive and expensive part of your record production!

 Understand that both regulators and courts are extremely serious about proper record production

 Sanctions or criminal penalties are also applicable to certain record types

 Authenticity of the e-record can be one of the biggest challenges!
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UDAP/UDAAP UPDATE
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CFPB RESCINDS ABUSIVENESS POLICY STATEMENT TO BETTER PROTECT 
CONSUMERS (MARCH 11, 2021)

 This rescinded its January 24, 2020, “Statement of Policy Regarding Prohibition on Abusive Acts or 
Practices.” Going forward, the CFPB intends to exercise its supervisory and enforcement authority 
consistent with the full scope of its statutory authority under the Dodd-Frank Act.

 The press release declared the 2020 Policy Statement was inconsistent with the Bureau’s duty to enforce 
Congress’s standard and rescinding it will better serve the CFPB’s objective to protect consumers from 
abusive practices.

 For example, the 2020 Policy Statement stated the CFPB would decline to seek civil money penalties and 
disgorgement for certain abusive acts or practices. The CFPB deters abusive practices and compensates 
certain harmed consumers using penalties, so the Policy Statement undermined deterrence and was 
contrary to the CFPB’s mission of protecting consumers.

 Going forward, the CFPB intends to consider good faith, company size, and all other factors it typically 
considers as it uses its prosecutorial discretion.
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DFA’S UDAAP COMPARISON CHART

FTC & DFA’s Unfair FTC’s Deceptive DFA’s Abusive
Act or practice is likely to cause 

substantial injury
Representation, omission or practice 
misleads or is likely to mislead the 

consumer

Materially interferes with consumer’s ability 
to understand the product or service

Injury cannot be reasonably avoided by the
consumer or commercial entity

Act is deceptive to a person acting 
reasonably

Considers the target audience

Advantage taken of consumer’s lack of 
understanding of costs, risks or conditions

Injury is not outweighed by benefits to 
consumers or to competition

Representation, omission or practice is 
material and impacts person’s conduct or 

decision
Materiality is frequently presumed!

Taking advantage of the consumer’s 
Inability to protect consumer’s own 

interests; Considers the targeted audience’s 
characteristics

Taking advantage of consumer’s reliance on 
the premise the bank would be acting in 

consumer’s best interest

104Violation can be any one or a combination!
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OCC APPENDIX A UDAP/UDAAP RED FLAGS

 Customer complaints

 Whistleblower referrals

 High levels or rapidly increasing fee income relative to similar banks

 High volume of chargebacks or refunds

 Inadequate oversight and review of advertisements, marketing materials and scripts, and sales 
practices

 Inconsistencies between account disclosures and bank operating systems

 Weaknesses in risk management or internal controls over higher risk products or services
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UMPQUA BANK, ROSEBERG, OREGON UDAAP ENFORCEMENT ACTION

 May 10, 2021 announcement of $1.8 million settlement with FDIC regarding the Bank’s 
commercial finance and leasing products issued by its wholly owned subsidiary, Financial Pacific 
Leasing, Inc. by engaging in deceptive and/or unfair practices related to:

 Certain collection fees and collection practices involving excessive or sequential calling, 

 Disclosure of debt information to non-borrowers, and 

 Failure to abide by requests to cease and desist continued collection calls

 Penalty determined by size of bank’s financial resources, gravity of the violations, the history of 
previous violations by the Bank, and other matters as justice may require, including the severity 
of the risks to and losses by consumers
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BSA/AML AND OTHER IMPORTANT ISSUES
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AMERICAN RESCUE PLAN ACT OF 2021

 American Rescue Plan Act of 2021 (signed into law March 11) extends certain emergency authorities and 
temporary regulatory relief contained in the CARES Act to address the continued impact of Covid-19

 “Committee on Small Business and Entrepreneurship”: 

 Provides additional $7.25 billion for the Paycheck Protection Program (PPP)

 Extends eligibility of certain nonprofit entities for covered loans under the PPP

 Amends certain aspects of the program allowing for certain businesses to take second loans

 Does not extend the PPP, currently set to expire on March 31, 2021

 Allocates close to $10 billion through the Homeowner Assistance Fund

 Allows eligible entities to provide direct assistance for mortgage payments, property insurance, utilities, and other 
housing-related costs to help prevent delinquencies, defaults, and foreclosures
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AMERICAN RESCUE PLAN ACT OF 2021

 A fair housing activities provision provides $20 million

 “to ensure fair housing organizations have additional resources to address fair housing inquiries, complaints, 
investigations, and education and outreach activities, and costs of delivering or adapting services, during or 
relating to the coronavirus pandemic” 

 Provides $15 billion for Economic Injury Disaster Loan (EIDL) advance payments

 $5 billion for supplemental targeted EIDL advance payments for hardest hit businesses

 Also includes a section modifying the treatment of student loan forgiveness

 Excludes from gross income any amount of modified or discharged student loan debt after December 31, 2020, 
and before January 1, 2026

 Will include federal, private, and institutional loans

SUPERVISORY GUIDANCE IS NOT LAW

 OCC (Final Rule), FDIC (Final Rule), NCUA (Final Rule), and CFPB (Final Rule) (01/19/2021) issued final 
rules codifying the Interagency Statement Clarifying the Role of Supervisory Guidance issued by the OCC, 
Fed, FDIC, CFPB, and NCUA in September, 2018

 Each agency chose to issue its own final rule

 The 2018 joint proposal amended the 2018 Statement by:

 Clarifying that references in the Statement limiting agency “criticisms” includes criticizing institutions “through the 
issuance of MRAs and other supervisory criticisms, including those communicated through matters requiring board 
attention, documents of resolution, and supervisory recommendations”; and

 Supervisory criticisms should be “specific as to practices, operations, financial conditions, or other matters that could 
have a negative effect on the safety and soundness of the financial institution, could cause consumer harm, or could 
cause violations of laws, regulations, final agency orders, or other legally enforceable conditions”

 The final rule adopted the proposed rule without substantive change
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CFPB FALL 2020 RULEMAKING AGENDA

 CFPB (Dec. 11) released its fall 2020 rulemaking agenda (under the Trump Administration)
 Details regulatory matters the Bureau will “focus on” between November 2020 and November 2021

 Bureau will continue to monitor the need for further actions related to the ongoing Covid-19 emergency

 Planned regulatory activities:
 Debt Collection: expects to issue a final rule in December 2020 addressing, among other things, disclosures related to validation 

notices and time-barred debt (they did)

 HMDA: 2 rulemakings are planned: (1) a proposed rule that follows a May 2019 ANPR, which sought information on the costs and 
benefits of reporting the new 2018 data points, and coverage of certain business or commercial purpose loans; and (2) a proposed
rule addressing public disclosure of HMDA data

 Mortgage Servicing: intends to issue a proposed rule in spring 2021 to consider amendments to mortgage servicing rules to address 
actions required of servicers working with borrowers affected by natural disasters or other emergencies

 FIRREA: with OCC, Fed, FDIC, NCUA, and FHFA, will continue to develop a proposed rule to implement the AVM amendments made 
by the Dodd-Frank Act to FIRREA concerning appraisals

 LIBOR Transition: anticipates publishing the final rulemaking on the LIBOR transition later than the original January 2021, due to the 
November 30 announcement by UK regulatory authorities that they are considering extending the availability of LIBOR for legacy loan 
contracts until June 2023, instead of the end of 2021

CFPB SEMIANNUAL REPORT TO CONGRESS

 CFPB (Jan. 21) issued its semi-annual report to Congress covering Bureau’s work from April 1 to September 30, 2020
 Addresses effects of the Covid-19 pandemic on consumer credit, significant rules and orders adopted by the Bureau, consumer complaints, 

and various supervisory and enforcement actions taken by the Bureau

 In opening letter, former Director Kathy Kraninger discusses Bureau’s response to the Covid-19 pandemic

 Kraninger also mentioned that in 2020, “the Bureau filed the second-highest number of actions in the Bureau’s history, secured approximately 
$875 million dollars in customer relief and penalties, and opened investigations of banks and nonbanks in all of the Bureau’s markets”

 Report highlights 2 reports published by the Bureau: The Early Effects of the COVID-19 Pandemic on Credit Applications
and The Early Effects of the COVID-19 Pandemic on Consumer Credit

 Results from the Bureau’s Making Ends Meet Survey (conducted prior to the pandemic) are discussed, and the Bureau’s 
efforts to understand financial challenges facing older adults

 Discusses issuance of several significant proposed rules related to remittance transfers, debt collection practices, the 
LIBOR transition, and QM definitions

 Final rules issued concerning HMDA reporting thresholds, remittance transfers, and payday, vehicle, title, and certain high-
cost installment loans
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CFPB MAY REINSTATE ABILITY TO PAY FOR SMALL LOANS

 CFPB (Mar. 23) blog post signals it may reinstate a provision in the CFPB’s 2017 Small Dollar 
Loan rule that originally required lenders to perform an ability-to-pay analysis, but was later 
revoked in 2020

 “the Bureau believes that the harms identified by the 2017 rule still exist, and will use the authority provided by 
Congress to address these harms, including through vigorous market monitoring, supervision, enforcement, and, 
if appropriate, rulemaking”

CFPB ANNUAL COMPLAINT REPORT

 CFPB (Mar. 24) published its Consumer Response Annual Report for 2020, a review of the Bureau’s complaint 
process and description of complaints received between Jan. 1 and Dec. 31, 2020
 Bureau handled around 542,300 consumer complaints, an almost 54% increase from 2019

 About 32,100 complaints referenced the Covid-19 pandemic or related keywords, but emphasized that complaints that did not include 
Covid-19 could still be related to the financial impact of the pandemic

 Around 84% of complaints were submitted to companies for review and response, 9% were referred to other regulatory agencies, and
7% were determined to be incomplete (89% of consumers who submitted complaints indicated that they first tried to resolve their 
issues with the companies)

 More than 3,300 companies responded to complaints received by the Bureau, with roughly 11,100 complaints receiving administrative 
responses

 As of February 1, 2021, around 3,900 complaints were still being reviewed by companies

 Top products and services (representing about 92% of all complaints) were credit or consumer reporting, debt 
collection, credit cards, checking or savings accounts, and mortgages; also:
 Money transfers and virtual currency; vehicle finance; prepaid cards; student, personal, and payday loans; credit repair; and title loans
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CFPB, FTC ANNUAL DEBT COLLECTION REPORT

 CFPB and the FTC (Mar. 22) released 2020 annual report to Congress on the administration of the FDCPA
 Provides overview of debt collection industry during the Covid-19 pandemic and discusses enforcement actions, education efforts, policy 

initiatives, and supervisory findings

 Bureau handled around 82,700 complaints filed by consumers about first- and third-party debt collectors in 2020, up from 75,000 in 2019

 4 public enforcement actions arising from alleged FDCPA violations; judgments resulting from these actions yielded nearly $15.2 million in consumer redress 
and $80,000 in CMPs

 Discusses Bureau’s FDCPA-rulemaking actions taken in 2020, including issuance of 2 final rules amending Reg. F, which implements FDCPA

 Both final rules are scheduled to take effect Nov. 30, 2020, but also refers to a February statement released by acting Director Dave Uejio, in 
which he “directed staff to ‘explore options for preserving the status quo’” with respect to the debt collection rules

 FTC (Mar. 19) announced it provided CFPB with its annual summary of debt collection-related activities taken in 2020
 FTC’s debt collection program focuses primarily on enforcement investigations and litigation with respect to violations of the FDCPA and the 

FTC Act

 Discusses FTC efforts to engage in public outreach, partnerships with the CFPB, and other agencies to combat unlawful debt collection 
practices

POTENTIAL NEW CFPB DIRECTOR TESTIMONY

 FTC Commissioner Rohit Chopra (March 2) testified (video) before the Senate Committee on Banking, 
Housing, and Urban Affairs, and was asked about plans should he be confirmed as the permanent CFPB 
director

 Chopra was also previously CFPB’s first student loan ombudsman

 Prepared remarks discussed:

 Challenges from the Covid-19 pandemic, specifically those related to loan defaults, auto repossessions, credit reporting, 
debt collection, and foreclosures

 Need for “fair and effective oversight” in the mortgage market

 Emphasized importance of addressing systemic inequities faced by families of color

 In Q&As, stressed his commitment to improving “transparency, efficiency, and effectiveness” of Bureau’s 
supervision and enforcement programs
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POTENTIAL NEW CFPB DIRECTOR TESTIMONY

 Fair Lending:
 Emphasized need to combat lending discrimination; fair lending enforcement will be a priority

 Bureau’s Fair Lending and Equal Opportunity office “is established by Congress and should play a critical role in making sure the law is being 
followed”

 Credit reporting and debt collection: 
 “if there are unlawful, egregious practices, it is important for enforcement to make sure that they stop…that’s what’s best for consumers, that’s 

what’s best for the honest market participants and that’s the role Congress has asked the CFPB to play”

 Fintech:
 Bureau needs to “take a hard look” at large technology companies’ expansion into financial services and their potential impact on consumer 

privacy and data security

 Raised concerns about the potential for bias in algorithm decision-making and underwriting: “looking at how big data, particularly by large platforms 
who have detailed behavioral data on all of us is something we must carefully look at. Because, it will change financial services fundamentally” 

 Importance of providing restitution for consumers
 Reaffirmed commitment to ensuring companies found to have committed violations of law are required to repay consumers for what was taken; 

“when victims of fraud and misconduct are not made whole, that doesn’t just hurt them. It also hurts every other business who is trying to follow the 
law and treat them the right way”

CFPB ACTING DIRECTOR’S IMMEDIATE PRIORITIES

 CFPB acting Director Uejio (Jan. 28) statement to staff announcing immediate priorities:

 Relief for consumers facing hardship and economic crisis due to the Covid-19 pandemic

 Racial equity

 Uejio will be reversing policies put into place by the previous administration, including:

 Reinstating examinations of the Military Lending Act

 Rescinding “public statements conveying a relaxed approach to enforcement”

 Fair lending enforcement is a “top priority,” it is “time” for the CFPB to “take bold and swift action 
on racial equity” 

 Plans to “elevate and expand existing investigations and exams,” and add new ones and focus broadly on 
“unlawful conduct that disproportionately impacts communities of color and other vulnerable populations”
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CFPB ACTING DIRECTOR’S IMMEDIATE PRIORITIES

 On the Jan. 19 Covid-19 Supervisory Highlights report, Uejio was “concerned” about the findings; 
noted issues with mortgage servicing, auto and student loan servicing, and small business 
lending (including banks' practice of only offering Paycheck Protection Program loans to pre-
existing customers)

 Going forward, Bureau will “take aggressive action to ensure that regulated companies follow the law and meet 
their obligations to assist consumers during the COVID-19 pandemic”

 Companies will have already received or should expect to receive a letter dictating remediation to “all of those 
who are harmed” and should “change policies, procedures, and practices to address the root causes of harms” 

CFPB ACTING DIRECTOR’S VISION

 CFPB acting Director Uejio (Feb. 4) published a blog post conveying “broad vision” for the 
Division of Research, Markets, and Regulations (RMR)

 Emphasized for the Bureau to respond to policy priorities, it must sharpen its focus on the consumer experience

 Priority: Relief for consumers facing hardship and economic crisis due to the Covid-19 pandemic

 Priority: Racial equity

 To achieve this, Bureau will use its Dodd-Frank Act Section1022(c)(4) data collection authority, has asked RMR to 
examine “the impact of specific industry practices on consumers’ daily budget and overall bottom line in order to 
target effective policy interventions”
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CFPB ACTING DIRECTOR’S VISION

 RMR has been asked to take immediate steps:
 Prepare an analysis assessing housing insecurities such as mortgage foreclosures, mobile home repossessions, and 

landlord-tenant evictions

 Prepare an analysis to address pressing consumer financial barriers to racial equity in order to “inform research and 
rulemaking priorities,” and “include in policy proposals the racial equity impact of the policy intervention”

 Resume data collections paused due to Covid-19: HMDA quarterly reporting, CARD Act data collection, PACE data 
collection, and previously-completed 1071 data collection

 Focus mortgage servicing rulemaking on Covid-19 responses, “to avert, to the extent possible, a foreclosure crisis” 
when pandemic forbearances end in March and April (now end of June)

 Explore options for preserving status quo with respect to QM and debt collection rules

 Uejio “will be assessing regulatory actions taken by the previous leadership and adjusting as necessary 
and appropriate those not in line with consumer protection mission and mandate”
 He wants to “preserve, where possible, maximum policy flexibility” for President Biden’s nominee once confirmed

CFPB ACTING DIRECTOR’S VISION

 CFPB acting Director Dave Uejio (Feb. 10) published a blog post sharing “broad vision” for the 
Division of Consumer Education and External Affairs (CEEA)

 Will help to immediately advance Bureau’s policy priorities and protect economically vulnerable consumers, which 
includes making sure consumers who submit complaints to the Bureau “get the response and the relief they 
deserve” 

 Some companies have not met obligations to respond to consumer complaints: “It is the Bureau’s expectation that 
companies provide substantive responses that address the issues consumers describe in their complaints” 

 Consumer advocates have identified disparities in certain companies’ responses to Black, Brown, and Indigenous 
communities, so he asked Consumer Response to provide an analysis identifying companies with poor track records there
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CFPB ACTING DIRECTOR’S VISION

 Uejio asked CEEA to:
 Target resources to ensure struggling homeowners in delinquency or at risk of foreclosure and renters at risk of eviction 

know their rights

 Increase coordination efforts with other agencies to provide assistance and information to at-risk homeowners and 
renters

 Collaborate with coalitions of stakeholders (including consumer advocates, civil rights groups, grassroots, community-
based organizations, and individual consumers) to ensure homeowners receive information and assistance in 
languages and terminology they understand

 Help ensure homeowners and renters can access HUD-approved housing counseling organizations so they can 
manage financial hardships due to Covid-19

 Update the Bureau’s website so it is more user friendly and focused on consumers rights, and expand social media 
presence so consumers can be heard from directly

 Aggressively rebuild and repair Bureau’s relationships with external stakeholders who support economically vulnerable 
consumers, including consumer, civil rights, racial justice, and tribal and Indigenous rights groups

BSA: NATIONAL DEFENSE AUTHORIZATION ACT

 The National Defense Authorization Act (NDAA) for Fiscal Year 2021 became law on Jan. 1, 2021, over a 
Presidential veto 

 Division F of the NDAA, called the Anti-Money Laundering Act of 2020 (summary) includes a number changes to 
BSA and AML provisions, including:
 Federal disclosure requirements of beneficial ownership information, including requirement that reporting companies submit (at the 

time of formation and within a year of any change) their beneficial owner(s) to a “secure, nonpublic database at FinCEN” (proposed 
regulations for this are coming soon – implementing the AML Act is FinCEN’s “number one priority”)

 Expands the declaration of purpose of the BSA and establish national exams and supervision priorities

 Requires streamlined, real-time reporting of SARs

 Establishment of a Subcommittee on Innovation and Technology within the BSA Advisory Group to encourage and support 
technological innovation in the area of AML and countering the financing of terrorism and proliferation (CFT)

 Expands definition of financial institution under the BSA to include dealers in antiquities

 Require federal agencies to study facilitation of money laundering and financing of terrorism through the trade of works of art

 Inclusion of digital currency in AML-CFT enforcement by, among other things, expanding the definition of financial institution under 
the BSA to include businesses engaged in the transmission of “currency, funds or value that substitutes for currency or funds”
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ANTI-MONEY LAUNDERING ACT OF 2020 SUMMARY OF KEY ISSUES
 Clarify BSA/AML examination priorities; 

 Attempt to modernize the BSA regulatory regime, including by improving feedback by the government on the usefulness of 
SAR reporting; 

 Issuance of potential “no action” letters by FinCEN; 

 Required process-related studies of effectiveness and costs of certain BSA requirements, including current SAR and CTR 
reporting; 

 Increased penalties under the BSA for repeat offenders; 

 Greater information sharing among industry and the government; 

 Enhancing the ability of the government to investigate the use of correspondent bank accounts;

 Cyber security issues; 

 Focus on trade-based money laundering; 

 Addition of a whistleblower provision to the BSA; and 

 Including dealers in antiquities to the definition of “financial institutions” covered by the BSA.
127

BSA: ANTIQUITIES AND ART WARNING

 FinCEN (March 9) notice alerting financial institutions with BSA obligations about illicit activity 
associated with trade in antiquities and art
 Section 6110  of the NDAA amended the definition of “financial institution” under BSA to include persons “engaged 

in the trade of antiquities”

 Updates institutions on AML Act measures related to regulation of antiquities

 Treasury, coordinating with FBI, U.S. Attorney General, and Homeland Security, “will perform a study of the facilitation of 
money laundering and the financing of terrorism through the trade in works of art”

 Warns institutions that crimes related to the trade of antiquities “may involve their institution” and 
could include “sale of stolen or counterfeit objects,” as well as money laundering and sanctions 
violations

 Provides SAR filing instructions related to trade in antiquities and art
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FINCEN: VIRTUAL CURRENCY AND DIGITAL ASSETS

 FinCEN (Dec. 18) issued a Proposed Rule to require institutions and MSBs to maintain records 
and submit reports to verify customer identities for certain transactions involving convertible 
virtual currency (CVC) or digital assets with legal tender status (LTDA)

 Requirements would apply to transactions involving CVC and LTDA that are held in certain “hosted” wallets at 
institutions, or “unhosted” wallets, which are not held in an exchange or bank

 Would be required to file transaction reports within 15 days with FinCEN verifying the identity of customers if a 
counterparty to the transaction is using an unhosted or otherwise covered wallet and the transaction is greater 
than $10,000

 Would also be required to maintain records of customers’ CVC or LTDA transactions and counterparties, 
“including verifying the identity of their customers, if a counterparty uses an unhosted or otherwise covered wallet 
and the transaction is greater than $3,000” 

 The rule “proposes to prescribe by regulation that CVC and LTDA are ‘monetary instruments’ for 
purposes of” BSA, but it does not “modify the regulatory definition of ‘monetary instruments’ or 
otherwise alter existing BSA regulatory requirements applicable to ‘monetary instruments’ in 

UPDATED BSA/AML COMPLIANCE MANUAL

 FFIEC (Feb. 25) published updated versions of 4 sections of the BSA/AML Examination Manual
 Revisions identified by a 2021 date on the FFIEC BSA/AML InfoBase

 OCC and FDIC announcements

 Updated sections: 
 Assessing Compliance with Bank Secrecy Act Regulatory Requirements

 Customer Identification Program

 Currency Transaction Reporting

 Transactions of Exempt Persons

 FFIEC: “updates should not be interpreted as new instructions or as a new or increased focus on certain 
areas,” but rather “offer further transparency into the examination process and support risk-focused 
examination work” 
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SAR FAQS

 FinCEN, OCC, Fed, FDIC, and NCUA (Jan. 19) issued FAQs concerning suspicious activity reporting and other AML issues
 Clarify common questions about SARs and other AML requirements, so institutions can “focus resources on activities that produce the greatest 

value to law enforcement agencies and other government users of reporting” 

 Topics:
 Law enforcement requests for financial institutions to maintain accounts

 Receipt of grand jury subpoenas and law enforcement inquiries and SAR filings

 Maintaining customer relationships following filing of SARs

 Filing SARs based on negative news identified in media searches

 Information provided in SAR data and narrative fields

 SAR character limits

 The FAQs do not alter existing BSA/AML requirements or establish new expectations

 Developed in response to recent recommendations described more in FinCEN’s Proposed Rule issued September, 2020, 
on AML program effectiveness

PROPOSED SAR FILING EXEMPTIONS

 FDIC (Dec. 15) issued a proposed rule (also FIL-114-2020), which would amend FDIC’s SAR regulation to permit additional, case-by-
case, exemptions from SAR filing requirements
 Would allow the FDIC, in conjunction with FinCEN, to grant institutions exemptions to SAR filing requirements when developing “innovative solutions to meet Bank 

Secrecy Act (BSA) requirements more efficiently and effectively” 

 FDIC would seek FinCEN’s concurrence with an exemption when the exemption request involves the filing of a SAR for potential money laundering, violations of 
the BSA, or other unusual activity covered by FinCEN’s SAR regulation

 Allows FDIC to grant the exemption for a specified time period and allows FDIC to extend or revoke the exemption if circumstances change

 Intended to reduce regulatory burden on supervised financial institutions that are likely to leverage existing or future technologies to report suspicious activity in a 
different and innovative manner

 The OCC (Dec. 17) also issued a proposed rule that would similarly allow the OCC to issue exemptions from SAR filing requirements to 
support banks developing innovative solutions intended to meet BSA requirements more efficiently and effectively

 Fed (Jan. 22) also issued a proposed rule, that would also modify the requirements to file SARs for state member banks and bank holding 
companies
 Would amend the Fed’s SAR regulations to allow for issuance of exemptions from the requirements of those regulations

 Proposal is intended “to facilitate supervised institutions in meeting Bank Secrecy Act requirements more efficiently and effectively, including through development 
of innovative solutions” 
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OFAC NON-SDN SANCTIONS REFERENCE TOOL

 OFAC (Dec. 14) published a new reference tool, the Non-SDN Menu Based Sanctions List (NS-
MBS List)

 “identities persons subject to certain non-blocking menu-based sanctions that have been imposed under statutory 
or other authorities, including certain sanctions described in Section 235 of the Countering America’s Adversaries 
Through Sanctions Act (CAATSA), as implemented by Executive Order 13849, and the Ukraine Freedom Support 
Act of 2014, as amended by CAATSA” 

 The NS-MBS List is distinct from its List of Foreign Financial Institutions Subject to 
Correspondent Account or Payable-Through Account Sanctions (CAPTA List)

 Identifies foreign financial institutions subject to correspondent or payable-through account sanctions

PROPOSED COMPUTER SECURITY INCIDENT NOTIFICATION RULE

 OCC, Fed, and FDIC (Dec. 18) issued a proposed rule which would require banks to promptly notify their primary 
regulator within 36 hours of becoming aware that a “‘computer-security incident” that rises to the level of a ‘notification 
incident’” has occurred

 “Notification incidents” are significant computer-security incidents that have the potential to “jeopardize the viability of the operations 
of an individual banking organization”

 May impact safety and soundness of the bank, leading to a disruption in the delivery of products and services

 Required notice is intended to serve as an early alert, not an assessment of the incident

 Would also require bank service providers “to notify at least two individuals at affected banking organization 
customers immediately after the bank service provider experiences a computer-security incident that it believes in 
good faith could disrupt, degrade, or impair services provided for four or more hours” 

 Statement from FDIC Chairman Jelena McWilliams: only computer-security incidents that meet the definition of a 
“notification incident” must be reported

 Estimated to be about 150 incidents a year, according to a review of supervisory data and SARs
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OFAC ENFORCEMENT ACTION AGAINST MONEYGRAM, APRIL 29, 2021

 The U.S. Department of the Treasury’s OFAC announced a settlement with MoneyGram Payment 
Systems, Inc. (“MoneyGram”), a global payments company based in Dallas, Texas that allows people to 
send money in more than 200 countries and territories. 

 MoneyGram agreed to remit $34,328.78 to settle its potential civil liability for 359 apparent violations of 
multiple sanctions programs. 

 MoneyGram provided services to blocked individuals incarcerated in U.S. federal prisons without a license 
from OFAC, processed transactions on behalf of an additional blocked person, and processed transactions 
for individuals who initiated commercial transactions involving Syria.

 At the time of the transactions, MoneyGram had reason to know based on payment details or 
attestations from customers that these transactions may have a nexus to a blocked person or 
sanctioned jurisdiction, but nonetheless processed them based on an erroneous misunderstanding of its 
obligations or because of other screening failures. The settlement amount reflects OFAC’s determination 
that MoneyGram’s apparent violations were voluntarily self-disclosed and were non-egregious.
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OFAC AND MONEYGRAM SETTLEMENT – PENALTY ANALYSIS
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MONEYGRAM’S “STRONG REMEDIAL ACTION” IN RESPONSE TO PROBLEM

 MoneyGram retired its legacy screening system and launched a new system that contains substantially 
more features to screen, monitor, and resolve sanctions and other compliance-related alerts arising from 
transactions processed by MoneyGram;

 MoneyGram implemented screening for all BOP-related transactions and denies services to commissary 
accounts that belong to known blocked persons based on a daily batch screen of all inmates in federal 
prison.  In addition, MoneyGram now requires that the inmate name, rather than just the inmate account 
number, is included in the transaction data so that this information is caught during compliance screening;

 MoneyGram implemented additional training to its agent network to increase the quality of data collected 
by agents; and

 In 2016, MoneyGram increased its Compliance Department by 128 employees, appointed a new Chief 
Compliance Officer, and significantly increased its investment in compliance-related functions.

As part of its agreement with OFAC, MoneyGram has undertaken to continue its implementation of 
these and other compliance commitments.
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2021 AGENCIES REQUEST INPUT ON BSA MODEL RISK MANAGEMENT

 On April 12, 2021, the OCC, FRB, FDIC, the NCUA and FinCEN issued a Request for Information (“RFI”) requesting 
comment on the extent to which the agencies’ previous guidance on model risk management supports banks’ 
compliance with Bank Secrecy Act (“BSA) and Anti-Money Laundering (“AML”) regulations and Office of Foreign 
Asset Control (“OFAC”) requirements.

 The RFI asks for comments from interested parties on suggested changes to guidance or regulations, and whether 
aspects of the agencies’ approaches to BSA/AML and OFAC compliance are either working well, or could be 
improved. The agencies explained the reason for the RFI is to further understand current bank practices, and 
determine whether additional explanation or clarification of their guidance may be helpful. 

 It appears it was issued in response to certain financial institution inquiries or comments regarding how the 
maintenance of their BSA/AML compliance programs should incorporate principles set forth in earlier, more general 
regulatory guidance on model risk management for banks on April 4, 2011, model risk management guidance 
(“MRMG”).

 The RFI has not occurred in a vacuum, but appears in the midst of a major, ongoing overhaul of the BSA/AML 
legislative, regulatory and enforcement regime. Comments to the RFI must be received by June 11, 2021.
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APRIL 2011 MODEL RISK MANAGEMENT GUIDANCE (“MRMG”)

 The OCC’s and FRB’s MRMG was issued with the intention that banks and supervisors use it to 
assess management of model risk. The guidance encompasses how models could be 
developed, implemented, and used, and covers ongoing validation of models.

 “Model” is described broadly as a “quantitative method, system, or approach” that applies a 
number of different types of “theories, techniques and assumptions that process input data into 
quantitative estimates.” In addition to development and validation of models, the MRMG 
espouses sound risk management and governance principles.

 Recognizing the variations in banking organizations’ size, nature, complexity and sophistication, 
the MRMG recommends the guidance be applied as appropriate.

 It is important to note that the MRMG addresses models in general terms and does not 
specifically reference their use in conjunction with BSA/AML and OFAC compliance.
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FDIC FIL-20-2017, JUNE 7, 2017 
ADOPTION OF SUPERVISORY GUIDANCE ON MODEL RISK MANAGEMENT 

 The FDIC adopted the Supervisory Guidance on Model Risk Management (Guidance) issued by 
the OCC and FRB in 2011, with technical conforming changes to apply to FDIC-supervised 
institutions.

 The Guidance defines models as “a quantitative method, system, or approach that applies 
statistical, economic, financial, or mathematical theories, techniques, and assumptions to process 
input data into quantitative estimates.” 

 Tools used for simple mathematical calculations are not models covered by this Guidance, 
but should nonetheless be subject to a reasonable control process. It is important to note that 
certain qualitative approaches are considered models under the Guidance.
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APRIL 2021 CLARIFYING MRMG INTERAGENCY STATEMENT

 The MRMG does not have the force and effect of law, and it is not meant to serve as testing procedures 
for BSA/AML systems.  There are no requirements or supervisory expectations in the MRMG that banks 
have duplicative processes for complying with BSA/AML regulations.

 Not every BSA/AML system may be considered a model, and this determination can be bank-specific in 
conjunction with the MRMG’s description of a model.  The Agencies recognize that banks assess models 
in a variety of ways, often depending on the type of model and how it is used.

 The MRMG principles are designed to provide flexibility for banks in developing, implementing, and 
updating models, allowing banks to update models quickly in response to evolving threats, and to pursue 
innovation.

 If a bank chooses to use a third party model, they may consider principles discussed in the agencies’ third-
party risk management issuances along with the portions of the MRMG that discuss third-party models.

 No matter how a BSA/AML system is characterized, sound risk management is paramount. Banks may 
use the MRMG to implement and maintain a risk management framework.
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APRIL 2021 CLARIFYING MRMG DEFINITION OF MODEL

 The MRMG lists the following three components of a model: 
1. An information input component, which delivers assumptions and data to the model. 
2. A processing component, which transforms inputs into estimates. 
3. A reporting component, which translates the estimates into useful business information. 

 While some BSA/AML systems may constitute models under this description, others may not. The determination by a 
bank of whether a BSA/AML system is considered a model is bank-specific, and a conclusion regarding the system’s 
categorization should be based on a consideration of all relevant information. 

 There are no required categorizations of particular BSA/AML systems, including those used to monitor for suspicious 
activity. Categorizations vary based on the bank’s BSA/AML program and the individual features of the bank’s 
BSA/AML systems. The following examples likely would not be considered models, as defined by the MRMG, 
because they may lack one or more of the three components discussed above: 
 Stand-alone, simple tools that flag transactions based on a singular factor, such as reports that identify cash, wire transfer, or other

transaction activity over certain value thresholds. 

 Systems used to aggregate cash transactions occurring at the bank’s branches for the purposes of filing Currency Transaction 
Reports. 
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APRIL 2021 CLARIFYING MRMG INTERAGENCY STATEMENT

In summary, the extent and nature of model risk varies across models and banks, and effective risk management is 
commensurate with the nature and materiality of the risk. The agencies clarify in this statement, the following points: 

 The MRMG, like all supervisory guidance, does not have the force and effect of law. Banks may use some or all of 
the principles in the MRMG in their risk management processes to support meeting the regulatory requirements of an 
effective BSA/AML compliance program. Banks with limited model use may not have formal MRM frameworks. 

 The MRMG is not meant to serve as a set of testing procedures, including with regard to BSA/AML systems. 

 The MRMG does not establish any requirements or supervisory expectations that banks have duplicative processes 
for complying with BSA/AML regulatory requirements. 

 Certain processes and systems used in BSA/AML compliance may not be models. The determination by a bank of 
whether a system used for BSA/AML compliance is considered a model is bank-specific. When making this 
determination, a bank may consider the MRMG model definition and the three components that characterize models. 

144

Page 109



Regulatory Hot Buttons May 2021

Financial Solutions * May 10, 2021

APRIL 2021 CLARIFYING MRMG INTERAGENCY STATEMENT

 Banks assess different models in different ways. The nature of testing and analysis of models depends on the type of 
model and the context in which the models are used. 

 The MRMG principles provide flexibility for banks in developing, implementing, and updating models. Banks may 
benefit from employing this flexibility, including for validation activities, to update BSA/AML models quickly in 
response to the evolving threat environment and to implement innovative approaches. Banks may establish policies 
that govern when the bank may implement less material changes to models without revalidation, or may choose to 
revalidate certain model components without revalidating the entire model. 

 Banks may choose to use a third-party model. When doing so, banks may consider the principles discussed in the 
agencies’ third-party risk management issuances and the aspects of the MRMG that address third-party models. 

 Regardless of how a BSA/AML system is characterized, sound risk management is important, and banks may use 
the principles discussed in the MRMG to establish, implement, and maintain their risk management framework.
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2021 AGENCIES REQUEST FOR INFORMATION ON MRMG

 Within the RFI, the agencies request information about the relationship between BSA/AML and 
OFAC compliance and the MRMG, and express interest in both individual bank and common 
industry practices.

 They specifically asked for comments about the 12 issues outlined on following slides.

 Although the potential practical implications of the RFI are not entirely clear yet, it appears the 
RFI fits into a wider, ongoing inquiry into basic principles underlying the BSA and AML/CTF 
compliance, including the stated purpose of the BSA and the factors which regulators should 
consider when examining financial institutions’ AML program compliance.
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2021 AGENCIES REQUEST FOR INFORMATION ON MRMG

1. Systems and methodologies used to support BSA/AML and OFAC compliance;

2. The extent of internal oversight of models in addition to compliance requirements;

3. The extent of policies and procedures specific to BSA/AML and OFAC models that govern 
validation of such models;

4. Whether risk management principles in the MRMG are appropriate for BSA/AML and OFAC 
models and whether there are other principles that would be appropriate;

5. Factors that may create delays in implementing, updating and improving systems due to the 
application of model risk management to BSA/AML and OFAC models;

6. Whether banks consider model risk management with respect to BSA/AML an impediment to 
innovative and effective approaches;

147

2021 AGENCIES REQUEST FOR INFORMATION ON MRMG

7. The extent to which banks’ model risk management frameworks include testing/validation processes that are more 
extensive than reviews conducted to meet the independent testing requirement of the BSA;

8. The extent to which banks use third parties to perform validation of BSA/AML and OFAC compliance systems, and 
why third parties may be used;

9. The extent to which banks employ internally developed BSA/AML or OFAC compliance systems, third party 
systems, or both, and what challenges arise with these systems considering the MRMG principles;

10. Whether banks’ model risk management frameworks apply to all models, including BSA/AML and OFAC models, 
and why or why not;

11. Several specific questions as to the validation of suspicious activity monitoring systems (how and how often do 
banks validate such systems, whether they benchmark internal or external data, whether they compare data with 
actual outcomes, and how they monitor the impact of changes to systems to ensure accuracy); and

12. The extent to which, based on materiality, banks adjust model risk management testing and validation for BSA/AML 
and OFAC models, and how they do so.
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March 22, 2021

consumer news
FEDERAL DEPOSIT INSURANCE CORPORATION

In April 2020, the FDIC published a special 
edition of Consumer News, “COVID-19 and 
Your Financial Health,” with information 
to help keep consumers and their money 
safe by banking remotely. One year 
later, both banks and consumers have 
adapted. More financial institutions are 
offering consumers a wide range of online 
applications and more consumers are 
taking advantage of available financial 
technology.

Today, the number of consumers taking 
advantage of digital banking services has 
increased, and during the pandemic many 
new checking accounts were opened online 
or through a mobile device. Some of these 
accounts were opened by consumers who 
were eligible to receive federal financial 
assistance, or economic impact payments 
(EIPs), and wanted to receive the money 
faster electronically via direct deposit 
into an FDIC-insured bank account. 
The FDIC worked along with bank trade 
associations and nonprofit partners to 

COVID-19 One Year Later

help thousands of consumers begin or re-
establish a banking relationship. For more 
information, visit FDIC’s #GetBanked.

The following information remains 
important as consumers manage their 
financial lives while navigating through 
the pandemic. (Note to readers: some of 
the information below was previously 
published in April 2020.)

Social Distancing & Mobile Banking 
Technology 
Advances in mobile banking technology 
enable consumers to exercise social 
distancing (https://directorsblog.nih.
gov/2020/03/19/to-beat-covid-19-social-
distancing-is-a-must/) while conducting 
banking transactions. Banking technology 
and services provide the convenience of 
conducting banking transactions with your 
computer, smartphone, or other mobile 
device. If you aren’t using these services, 
ask your bank if the following are available 
to you and how you can use them: 

Money Transfer Services: Person-to-person 
payment services and mobile payment apps 
have become part of everyday life for many 
people. Payment services and apps let you 
send money to people without having to 
write a check, swipe a card, or hand them cash.

Online Bill Pay Services: These programs 
generally allow you to sign up on your 
bank’s website to receive and/or pay bills 
electronically from the companies with 
whom you do business. 

Depositing checks using Remote Deposit 
Capture: Many banks allow customers to 
use Remote Deposit Capture (RDC), which 
allows customers to take a picture of a check 
with their mobile device and deposit that 
check electronically without having to visit 
a branch or use an ATM. 
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For more help or information, go to www.fdic.gov or  
call the FDIC toll-free at 1-877-ASK-FDIC (1-877-275-3342).  
Please send your story ideas or comments to Consumer Affairs 
at consumeraffairsmailbox@fdic.gov

You can find additional tips on mobile  
banking technology by visiting:  
https://www.fdic.gov/consumers/
consumer/news/october2019.html.  

#GetBanked

Avoid waiting in line with mobile banking: 
Many FDIC-insured banks have options 
to open an account online. You can also 
schedule an appointment to open an 
account in-person at your local bank 
branch. Learn more at #GetBanked.

Receive benefits faster:  Customers with 
bank accounts are able to sign up for direct 
deposit or payments with federal, state, and 
local government agencies. Once enrolled, 
consumers who are eligible for financial 
assistance (e.g., economic impact payments 
and unemployment benefits) receive their 
money faster than those who have to wait 
for paper checks that are mailed https://
www.fdic.gov/coronavirus/faq-customer.pdf. 

Safest place to keep your money  
Some banks may have adjusted hours or 
services to observe Centers for Disease 
Control (CDC) guidance on social 
distancing, but that doesn’t change the  
fact that an FDIC-insured account remains 
the safest place for you to keep your money.   
The FDIC’s Electronic Deposit Insurance 
Estimator (EDIE) can help you determine 
deposit insurance coverage based on 
accounts you already have with a bank or 
accounts you are considering opening. Find 
additional help using EDIE at FDIC deposit 
insurance coverage. 

As a reminder, keeping large sums of cash 
in your home is not advisable because it 
puts these funds at risk of theft, fire, flood, 
loss, or damage.

Financial difficulty resulting from 
the pandemic 
Areas across the United States are 
undergoing temporary closure  
(or limiting the hours of operation)  
of schools, businesses, and events in an 
effort to reduce the potential exposure 
to COVID-19. Although such measures are 
necessary to contain 

the spread of this pandemic, many may 
experience loss of income or impacts to 
their workplace. The FDIC 
is encouraging banks to work with their 
customers experiencing the impact of 
COVID-19 by, for example, allowing them 
to temporarily skip loan payments, extend 
loan terms, and restructure loans. Contact 
your bank to discuss your options before 
skipping any payments or taking any other 
action contrary to the terms of your loan.

 • If you do not think you can pay your loan
payments on time, immediately contact 
your bank. Paying your debts late or not 
at all can result in penalties, interest 
charges, and damage to your credit 
score. Banks are often able to work with 
their customers on a solution, but it is 
important to contact your bank as soon 
as possible and explain your situation. 

 • If you have a complaint about your 
bank, be proactive. First, contact the 
bank directly. If that is not effective, 
you may contact the appropriate 
federal or state regulatory agency 
for help or guidance, including 
the FDIC at https://ask.fdic.gov/
fdicinformationandsupportcenter/s/.

COVID-19 related scams 
Unfortunately, some people may take 
advantage of COVID-19 by using fraudulent 
websites, phone calls, emails, and text 
messages. While claiming to offer “help,” 
they may be trying to trick people into 
providing Social Security numbers, bank 
account numbers, and other personal 
information. Do not divulge your bank or 
credit card numbers or any other personal 
information over the phone unless you 
initiated the conversation with the other 
party and you know that it is a reputable 
organization. 

In addition, you should be cautious about 
online solicitations. Be on guard against 
imposters who contact you claiming to be 
government employees or volunteers and 
who ask for personal financial information 
or money. Learn more about how to protect 
yourself from these scams from the March 
2020 edition of Consumer News:  
https://www.fdic.gov/consumers/
consumer/news/march2020.html.  
Reject offers to cash a check for someone in 
exchange for a fee, even if the bank makes 
the funds available to you right away, as 
it may later turn out that the check was 
fraudulent. Read more about fake checks 
in the August 2019 edition of Consumer 
News: https://www.fdic.gov/consumers/
consumer/news/august2019.html. 

Knowing your banking technology options, 
keeping your money in a safe place, and 
recognizing COVID–19 scams can help 
you maintain your finances through the 
pandemic.

Additional resources and FDIC 
Consumer News highlighted during  
the past year:  
Coronavirus (COVID-19) Information for 
Bankers and Consumers

Getting Beyond the Tough Times

Banking with Apps

Beware, It’s a Scam!

Working Through Financial Difficulty

No Cash Payments? Now What?

Is Digital Banking for Me?
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BOARD OF GOVERNORS 
OF THE 

FEDERAL RESERVE SYSTEM 
WASHINGTON, D.C. 20551 

 
DIVISION OF SUPERVISION 

AND REGULATION 

 

SR 21-8 

April 9, 2021 
 

TO THE OFFICER IN CHARGE OF SUPERVISION 
      AT EACH FEDERAL RESERVE BANK 
 
SUBJECT: Interagency Statement on Model Risk Management for Bank Systems 
Supporting Bank Secrecy Act/Anti-Money Laundering Compliance 
 
Applicability: This guidance applies to all financial institutions supervised by the Federal 
Reserve that are subject to the Bank Secrecy Act. 
 

The Board of Governors of the Federal Reserve System (Board), the Federal Deposit 
Insurance Corporation (FDIC), and the Office of the Comptroller of the Currency (OCC), are 
issuing this joint statement to address how the risk management principles described in the 
“Supervisory Guidance on Model Risk Management” (referred to as the “model risk 
management guidance”) relate to systems or models used by banks to assist in complying with 
the requirements of Bank Secrecy Act/anti-money laundering (BSA/AML) laws and regulations.  
The model risk management guidance was issued by the Board, FDIC and OCC (Federal 
Reserve SR Letter 11-7; OCC Bulletin 2011-12; and FDIC FIL 22-2017).1 

The joint statement is being issued in consultation with the Financial Crimes 
Enforcement Network (FinCEN) and the National Credit Union Administration (NCUA). The 
joint statement clarifies that the risk management principles discussed in the model risk 
management guidance may be appropriate considerations in the context of the BSA/AML 
statutory and regulatory requirements but do not require any specific model risk management 
framework or application. The statement also explains that the model risk management guidance 
may be a useful resource for a bank’s model risk management framework and to assist with 
BSA/AML compliance. 

Reserve Banks are asked to distribute this letter to the supervised institutions in their 
districts and to appropriate supervisory staff.  Questions regarding this letter may be sent via the 
Board’s public website.2 

 

1 This interagency statement is released in conjunction with a Federal Register notice on RFI model risk 
management, see https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20210409a1.pdf.  
2 See, http://www.federalreserve.gov/apps/contactus/feedback.aspx 
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Michael S. Gibson 
Director 

Division of Supervision and Regulation 
 

Attachment: 
• Interagency Statement on Model Risk Management for Bank Systems Supporting Bank 

Secrecy Act/Anti-Money Laundering Compliance 
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Board of Governors of the Federal Reserve System 
Federal Deposit Insurance Corporation 

Office of the Comptroller of the Currency 
 

Interagency Statement on Model Risk Management for Bank Systems Supporting Bank 
Secrecy Act/Anti-Money Laundering Compliance 

 
April 9, 2021 

 
Introduction 
 
The Board of Governors of the Federal Reserve System (Federal Reserve), the Federal Deposit 
Insurance Corporation (FDIC), and the Office of the Comptroller of the Currency (OCC) 
(collectively, the agencies), in consultation with the Financial Crimes Enforcement Network and 
the National Credit Union Administration, are issuing this statement regarding industry questions 
on model risk management.  This statement addresses how the risk management principles 
described in the agencies’ “Supervisory Guidance on Model Risk Management”1 (referred to as 
the “model risk management guidance” or MRMG) relate to systems or models used by banks2 
to assist in complying with the requirements of Bank Secrecy Act laws and regulations.   
 
The MRMG (like all supervisory guidance) does not have the force and effect of law.  The 
agencies support efforts by banks to innovate and update their Bank Secrecy Act/Anti-Money 
Laundering (BSA/AML) systems and models to quickly adapt to an evolving threat environment.  
The agencies recognize that not all banks use models such as those described in the MRMG for 
BSA/AML compliance or have formalized model risk management (MRM) frameworks.  This 
statement is intended to clarify how the MRMG may be a useful resource to guide a bank’s 
MRM framework, whether formal or informal, and assist with BSA/AML compliance.  Whether 
a bank characterizes a BSA/AML system (or portions of that system) as a model, a tool, or an 
application, risk management of such a system should be consistent with safety and soundness 
principles3 and the system should promote compliance with applicable laws and regulations.  
 
This statement does not alter existing BSA/AML legal or regulatory requirements, nor does it 
establish new supervisory expectations.  In addition, this statement does not suggest that a bank 
change existing risk management practices if the bank uses them to effectively manage its risk. 
 
The MRMG is principles-based and articulates the agencies’ general views regarding appropriate 
practices for MRM.  It is intended to assist banks that rely on models to do so in a safe and sound 

1 Refer to the “Supervisory Guidance on Model Risk Management,” Federal Reserve SR Letter 11-7; OCC Bulletin 
2011-12; and FDIC FIL 22-2017. 
2 The term “bank” is used here as in Bank Secrecy Act regulations at 31 CFR 1010.100(d) other than subsection 
(d)(6). This interagency statement does not apply to credit unions.  The term “bank” as used in this interagency 
statement does include each agent, agency, branch, or office within the United States of banks, savings associations, 
and foreign banks. 
3 Refer to the “Interagency Guidelines Establishing Standards for Safety and Soundness,” 12 CFR 208, Appendix D-
1 (Federal Reserve); 12 CFR 364, Appendix A (FDIC); and 12 CFR 30, Appendix A (OCC). 
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manner, and in compliance with applicable laws and regulations.4  The MRMG principles 
provide flexibility for banks in developing, implementing and updating models, including those 
used for BSA/AML activities.  While the MRMG provides a comprehensive discussion of all 
aspects of model risk management, the practical application of any principle discussed in the 
MRMG by a bank depends, in part, on the bank’s reliance on, and the nature of, its models.  
While models used for BSA/AML compliance may be different from other models, appropriate 
model testing and validation processes typically take these differences into account. 
 
Background 
 
Banks routinely use models for a broad range of activities.  Models can help to inform and 
improve business decisions, save money, and reduce the risks that banks face.  The use of 
models can also impose costs, including the potential for unintended and adverse consequences 
from decisions based on model output that is either incorrect or misused.  As reflected in the 
MRMG, effective model risk management is important because of the potential for poor business 
and strategic decisions, financial losses, noncompliance with laws and regulations, or damage to 
a bank’s reputation arising from deficient or misapplied models. 
 
Consistent with a risk-based approach, the rigor and sophistication of sound risk management 
practices are generally commensurate with the bank’s overall use of models, the complexity and 
materiality of its models, and the size and complexity of the bank’s operations.  If the bank’s use 
of models is less prevalent and has less material impact on the bank’s financial condition, 
operations, or compliance, then a less sophisticated approach to MRM may be appropriate.  
When models and model outputs could have a material impact on business decisions, including 
decisions related to risk management, and capital and liquidity planning, and when model failure 
would have a particularly harmful impact on a bank’s financial condition, operations, or 
compliance, a more extensive and robust MRM framework may be appropriate. 
 
BSA/AML Systems and the MRMG 
 
The agencies’ BSA program regulations require a bank to have a reasonably designed 
compliance program5 that includes, among its components, a system of internal controls to 
assure ongoing compliance with BSA regulatory requirements.  In this context, effective internal 
controls are typically based on the bank’s risk profile. 
 
BSA/AML systems and a bank’s policies, procedures, and processes to identify, research, and 
report unusual activity, commonly known as suspicious activity monitoring and reporting 
systems, are critical internal controls for ensuring an effective BSA/AML compliance program.  
BSA/AML systems may include a surveillance monitoring system, sometimes referred to as an 
automated transaction monitoring system.  Some of these automated transaction monitoring 
systems may involve the use of modeling. 

4 Refer to the “Interagency Statement Clarifying the Role of Supervisory Guidance,” issued on September 11, 2018, 
Federal Reserve Supervision and Regulation Letter 18-5, FDIC Financial Institution Letter (FIL)- 49-2018, OCC 
News Release 2018-97.  
5 12 CFR 208.63 (Federal Reserve), 12 CFR 326.8(b) and (c) (FDIC), and 12 CFR 21.21 (OCC), require a bank to 
establish and maintain a BSA/AML compliance program. See also 31 CFR 1020.210 (FinCEN). 
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There is no definition in statute or regulation of what constitutes a model for the purposes of 
model risk management; however, the MRMG uses the following definition of a model: 
 

The term model refers to a quantitative method, system, or approach that applies 
statistical, economic, financial, or mathematical theories, techniques, and assumptions to 
process input data into quantitative estimates.6 

 
The MRMG lists the following three components of a model: 
 
1. An information input component, which delivers assumptions and data to the model. 
2. A processing component, which transforms inputs into estimates. 
3. A reporting component, which translates the estimates into useful business information. 
 
While some BSA/AML systems may constitute models under this description, others may not.  
The determination by a bank of whether a BSA/AML system is considered a model is bank-
specific, and a conclusion regarding the system’s categorization should be based on a 
consideration of all relevant information.  There are no required categorizations of particular 
BSA/AML systems, including those used to monitor for suspicious activity.  Categorizations vary 
based on the bank’s BSA/AML program and the individual features of the bank’s BSA/AML 
systems.  The following examples likely would not be considered models, as defined by the 
MRMG, because they may lack one or more of the three components discussed above:  
 
• Stand-alone, simple tools that flag transactions based on a singular factor, such as reports that 

identify cash, wire transfer, or other transaction activity over certain value thresholds. 
• Systems used to aggregate cash transactions occurring at the bank’s branches for the 

purposes of filing Currency Transaction Reports. 
 
Regardless of whether a bank characterizes a BSA/AML system as a model, a tool, or an 
application, there is no specific organizational structure required for oversight by the bank.  
Oversight of BSA/AML systems might be conducted solely by the bank’s compliance area, an 
MRM group, another functional area, or some combination of these functions.  Sound risk 
management and procedures for evaluating the effectiveness of compliance programs are both 
key components to an effective BSA/AML compliance program.  
 
The MRMG is nonbinding and provides principles that may be helpful in managing the 
BSA/AML compliance program.  There is no requirement or supervisory expectation that banks 
have duplicative processes for complying with BSA/AML regulatory requirements. For 
automated transaction monitoring systems, prudent risk management involves periodically7 
reviewing and testing the filtering criteria and thresholds to ensure that they are still effective, as 

6 The definition of “model”, as described in the MRMG, also covers quantitative approaches whose inputs are 
partially or wholly qualitative or based on expert judgment, provided that the output is quantitative in nature. 
7 Model reviews and validations are generally performed using a risk-based approach, and with a frequency 
appropriate for (or when there are changes to) a bank’s risk profile.  BSA/AML risk profile changes may include 
new or revised bank products, services, customer types, or geographic locations, or if the bank expands through 
mergers and acquisitions.  Material changes to models likely warrant validation. 
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well as independently validating the monitoring system’s methodology and effectiveness to 
ensure that the monitoring system is detecting potentially suspicious activity.   
 
Further, there is no requirement that a bank perform duplicative independent testing activities, 
including model validation, to ensure compliance with BSA/AML regulations.  In certain cases, 
validation conducted on models may help a bank in its independent testing for BSA/AML 
purposes; similarly, some aspects of independent testing for BSA/AML purposes may assist a 
bank in its model validation activities.  Generally, the principles for risk management set forth in 
the MRMG provide a framework that can be used to help support an effective BSA compliance 
program. 
 
Model risk management includes disciplined and knowledgeable development and 
implementation processes that are consistent with the situation and goals of the model user and 
with bank policy.8  In the context of BSA/AML systems that are considered by a bank to be 
models, sound model development and validation activities typically align with the purpose of 
each model and incorporate model objectives, structure, data, methodologies, complexity, and 
extent of use.  The extent and nature of model risk varies across models and banks, and a bank’s 
risk management framework is most appropriately tailored when it is commensurate with the 
nature and materiality of the risk.  For example, a bank’s MRM framework may support the 
implementation of less material changes to models without revalidation, or with the revalidation 
of certain model components without revalidating the entire model, in appropriate circumstances.  
Overall, the statements contained within the MRMG are meant to provide useful information for 
the bank’s consideration and are not to be regarded as “templates” or requirements. 
 
The MRMG describes how banks may objectively assess model risk using a sound model 
validation process, including evaluation of conceptual soundness, ongoing monitoring, and 
outcomes analysis.  A central principle for managing model risk is “effective challenge” of 
models, which refers to critical analysis by objective, informed parties.  For banks that use 
models to comply with the BSA/AML requirements, it is important that validation be performed 
by individuals with sufficient expertise and an appropriate level of independence from the 
model’s development and implementation.  An appropriate level of independence for individuals 
performing model validation is also important when banks outsource multiple functions to the 
same third party. 
 
The agencies recognize that the objectives and structure of BSA/AML models (BSA/AML 
systems determined by a bank to be models) may differ from those in other business units 
because the objectives of most BSA/AML models place greater emphasis on coverage over 
efficiency.  BSA/AML models may require quick adjustments to reflect the changing nature of 
criminal behavior or the bank’s risk profile.  Similarly, testing and performance monitoring for 
some BSA/AML models may not include the same techniques as other models because of 
various factors, such as the lack of information about realized outcomes (e.g., Suspicious 
Activity Reports).  The MRMG notes that the nature of testing and model assessment can vary 
across models and recognizes that for some models complete information may not be available.  
A bank’s validation methodology may take such differences into account.  For example, a bank 

8 The systems, processes, models, or tools used by a bank for BSA/AML purposes must be consistent with relevant 
laws and regulations.   
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may choose to accept a reduction in efficiency (such as by producing more alerts) in exchange 
for greater coverage in its automated transaction monitoring system.  Banks typically make these 
decisions based on risk and change or update controls, as appropriate, to ensure that effective 
controls are in place.  
 
Third-Party Models  
 
Third-party models can assist banks in improving the efficacy of their BSA/AML programs, and 
reasonable due diligence prior to entering into a contractual relationship with a third party is 
important to a successful relationship.  In addition, ongoing monitoring of the third party and the 
model is important when a bank depends on a third-party model for compliance-related 
activities, such as currency transaction reporting, monitoring transactions, detection of suspicious 
activity, or suspicious activity reporting. 
 
Banks are ultimately responsible for complying with BSA/AML requirements, even if they 
choose to use third-party models to assist with their BSA/AML compliance programs.  In doing 
so, banks may consider the principles discussed in the agencies’ third-party risk management 
issuances and the aspects of the MRMG that address third-party models.9  Although the 
proprietary nature of third-party models is a consideration, sound risk management practices 
include obtaining sufficient information from the third party to understand how the model 
operates and performs, ensuring that it is working as expected, and tailoring its use to the unique 
risk profile of the bank. These practices assist in meeting BSA/AML regulatory compliance 
requirements.10   
  
An understanding of how the third-party model operates is important to the bank’s ability to 
effectively negotiate contracts that will protect the bank’s needs and rights, including needs and 
rights concerning privacy and information security.  In addition, it is important that banks using 
third-party models have contingency plans if the third-party model is no longer available or 
serviced or may no longer be reliable. 
 
Conclusion 
 
In summary, the extent and nature of model risk varies across models and banks, and effective 
risk management is commensurate with the nature and materiality of the risk.  The agencies are 
clarifying, in this statement, the following points:   
 
• The MRMG, like all supervisory guidance, does not have the force and effect of law. Banks 

may use some or all of the principles in the MRMG in their risk management processes to 
support meeting the regulatory requirements of an effective BSA/AML compliance program.  
Banks with limited model use may not have formal MRM frameworks.   

9 Refer to OCC Bulletin 2013-29, “Third-Party Relationships: Risk Management Guidance” (OCC), OCC Bulletin 
2020-10, “Third-Party Relationships: Frequently Asked Questions to Supplement OCC Bulletin 2013-29” (OCC); 
SR 13-19 (Federal Reserve); and FDIC FIL-44-2008, “Guidance for Managing Third-Party Risk” for more 
information regarding third-party risk management. 
10 Refer to the agencies’ third-party risk management issuances noted in footnote 8 and the discussion of third-party 
models in the MRMG for more information.   
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• The MRMG is not meant to serve as a set of testing procedures, including with regard to 

BSA/AML systems.  
 

• The MRMG does not establish any requirements or supervisory expectations that banks have 
duplicative processes for complying with BSA/AML regulatory requirements. 
 

• Certain processes and systems used in BSA/AML compliance may not be models.  The 
determination by a bank of whether a system used for BSA/AML compliance is considered a 
model is bank-specific.  When making this determination, a bank may consider the MRMG 
model definition and the three components that characterize models. 
 

• Banks assess different models in different ways.  The nature of testing and analysis of models 
depends on the type of model and the context in which the models are used. 
 

• The MRMG principles provide flexibility for banks in developing, implementing, and 
updating models.  Banks may benefit from employing this flexibility, including for validation 
activities, to update BSA/AML models quickly in response to the evolving threat 
environment and to implement innovative approaches.  Banks may establish policies that 
govern when the bank may implement less material changes to models without revalidation, 
or may choose to revalidate certain model components without revalidating the entire model.  
 

• Banks may choose to use a third-party model.  When doing so, banks may consider the 
principles discussed in the agencies’ third-party risk management issuances and the aspects 
of the MRMG that address third-party models. 
 

• Regardless of how a BSA/AML system is characterized, sound risk management is 
important, and banks may use the principles discussed in the MRMG to establish, implement, 
and maintain their risk management framework. 
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Geographic Targeting Order Covering TITLE INSURANCE COMPANY
April 29, 2021

 Financial Crimes Enforcement Network
 U.S. Department of the Treasury

 Washington, D.C. 20220

GEOGRAPHIC TARGETING ORDER

The Acting Director of the Financial Crimes Enforcement Network (“FinCEN”) 
hereby issues a Geographic Targeting Order (“Order”) requiring TITLE INSURANCE 
COMPANY to collect and report information about the persons involved in certain 
residential real estate transactions, as further described in this Order.    

I. AUTHORITY

If the Director of FinCEN finds that reasonable grounds exist for concluding that additional 
recordkeeping and reporting requirements are necessary to carry out the purposes of the Bank 
Secrecy Act (“BSA”) or to prevent evasions thereof, the Director may issue an order that imposes 
such requirements on any domestic financial institution or nonfinancial trade or business or group 
of domestic financial institutions or nonfinancial trades or businesses in a geographic area.  See 
31 U.S.C. § 5326(a); 31 C.F.R. § 1010.370; Treasury Order 180-01.  Pursuant to this authority, 
the Acting Director of FinCEN hereby finds that reasonable grounds exist for concluding that the 
additional recordkeeping and reporting requirements described below are necessary to carry out 
the purposes of the BSA or prevent evasions thereof.1

II. ADDITIONAL RECORDKEEPING AND REPORTING REQUIREMENTS

A. Business and Transactions Covered by This Order

1. For purposes of this Order, the “Covered Business” means TITLE INSURANCE 
COMPANY and any of its subsidiaries and agents.  

2. For purposes of this Order, a “Covered Transaction” means a transaction in which: 

i. Residential real property is purchased by a Legal Entity (as this term is defined in 
Section III.A of this Order);

ii. The purchase price of the residential real property is in the amount of $300,000 or 
more in any of the following areas:

1. The Texas counties of Bexar, Tarrant, or Dallas; 

1.	 The	Bank	Secrecy	Act,	as	amended,	is	codified	at	12	U.S.C.	§§	1829b,	1951-1959	and	31	U.S.C.	§§	5311-
5314,	5316-5336.		Regulations	implementing	the	Bank	Secrecy	Act	appear	at	31	C.F.R.	Chapter	X.
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2. The Florida counties of Miami-Dade, Broward, or Palm Beach; 

3. The Boroughs of Brooklyn, Queens, Bronx, Staten Island, or Manhattan in 
New York City, New York;  

4. The California counties of San Diego, Los Angeles, San Francisco, San 
Mateo, or Santa Clara;

5. The City and County of Honolulu in Hawaii; 

6. The Nevada county of Clark;

7. The Washington county of King;

8. The Massachusetts counties of Suffolk, or Middlesex; or

9. The Illinois county of Cook; 

iii. Such purchase is made without a bank loan or other similar form of external 
financing; and

iv. Such purchase is made, at least in part, using currency or a cashier’s check, a 
certified check, a traveler’s check, a personal check, a business check, a money 
order in any form, a funds transfer, or virtual currency.  

B. Reports Required to be Filed by the Covered Business

1. If the Covered Business is involved in a Covered Transaction, then the Covered 
Business shall report the Covered Transaction to FinCEN by filing a FinCEN 
Currency Transaction Report, within 30 days of the closing of the Covered 
Transaction.  Each Currency Transaction Report filed pursuant to this Order must be: 
(i) completed in accordance with the terms of this Order and the Currency Transaction 
Report instructions (when such terms conflict, the terms of this Order apply), and 
(ii) e-filed through the BSA E-Filing system.2  To report a Covered Transaction, the 
Covered Business shall use the Currency Transaction Report template located at this 
link: https://bsaefiling.fincen.treas.gov/docs/GTO/RealEstate_GTO Template.pdf.  

2. A Currency Transaction Report filed pursuant to this Order shall contain the 
information specified in this section II.B about the Covered Transaction (when 
completing Part I, a Covered Business should select the + field as necessary to allow 
for the reporting of multiple parties).

2.	 In	order	to	electronically	file	a	Currency	Transaction	Report,	a	Covered	Business	will	need	a	BSA	
E-Filing	User	account.	To	create	a	BSA	E-Filing	User	account,	please	visit	https://bsaefiling.fincen.
treas.gov/Enroll.html.		For	more	information	on	E-Filing,	please	visit	https://bsaefiling.fincen.treas.
gov/,	and	review	the	“Getting	Started	with	BSA	E-Filing”	link.
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Part I

3. A Covered Business must include in Part I information about the identity of the 
individual primarily responsible for representing the Legal Entity by selecting Field 
2, box b (“Person conducting transaction for another”).  The Covered Business also 
must obtain and record a copy of this individual’s driver’s license, passport, or other 
similar identifying documentation.  A description of such documentation must be 
provided in Field 20. 

4. A Covered Business also must include in Part I information about the identity of the 
Legal Entity by selecting Field 2, box c (“Person on whose behalf transaction was 
conducted”), and also selecting the “If entity” check box.  

5. A Covered Business also must include in Part I information about the identity of the 
Beneficial Owner(s) (as defined in Section III.A of this Order) of the Legal Entity 
by selecting Field 2, box c.  The Covered Business must obtain and record a copy 
of the Beneficial Owner’s driver’s license, passport, or other similar identifying 
documentation.  A description of such documentation must be provided in Field 20 of 
the form.

Part II

6. Part II shall contain information about the Covered Transaction as follows:

i. Field 23:  Date of closing of the Covered Transaction.

ii. Field 25.z:  Total purchase price of the Covered Transaction and the method of 
payment (leave Fields 25 a – i blank).

Part III

7. Part III shall contain information about the Covered Transaction as follows (when 
completing Part III, if the Covered Transaction involves the purchase of multiple 
properties, a Covered Business should select the + field as necessary to allow for the 
reporting of multiple property addresses):

i. Fields 33-37:  Address of real property involved in the Covered Transaction.

ii. Field 41:  Total purchase price of the real property listed in Fields 33-37.  This 
should reflect the same purchase price as Field 25.z, except where multiple 
properties are purchased in the same Covered Transaction.  When reporting a 
purchase of multiple properties in the same Covered Transaction, report total 
purchase price in Part II, Field 25.z, and price per property in Field 41 for each 
property.
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Part IV

8. Part IV shall contain information about the Covered Business.  The Covered Business 
shall ensure the term “REGTO0521” remains in Field 45 of Part IV.

III. GENERAL PROVISIONS

A.	 Additional	Definitions

1. For purposes of this Order:

i. “Beneficial Owner” means each individual who, directly or indirectly, owns 25% 
or more of the equity interests of the Legal Entity purchasing real property in the 
Covered Transaction.

ii. “Legal Entity” means a corporation, limited liability company, partnership or 
other similar business entity, whether formed under the laws of a state, or of the 
United States, or a foreign jurisdiction, other than a business whose common 
stock or analogous equity interests are listed on a securities exchange regulated by 
the Securities Exchange Commission (“SEC”) or a self-regulatory organization 
registered with the SEC, or an entity solely owned by such a business.

2. All terms used but not otherwise defined herein have the meaning set forth in 31 
C.F.R. Chapter X.

B. Order Period

The terms of this Order are effective beginning May 5, 2021 and ending on October 31, 2021 
(except as otherwise provided in Section III.C of this Order).  

C. Retention of Records

The Covered Business must: (1) retain all records relating to compliance with this Order for a 
period of five years from the last day that this Order is effective (including any renewals of this 
Order); (2) store such records in a manner accessible within a reasonable period of time; and (3) 
make such records available to FinCEN, or any other appropriate law enforcement or regulatory 
agency, upon request.

D.	 No	Effect	on	Other	Provisions	of	the	Bank	Secrecy	Act

Nothing in this Order otherwise modifies or affects any provision of the regulations 
implementing the BSA to the extent not expressly stated herein.
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E.	 Confidentiality

This Order and its terms are not confidential.  

F. Compliance

The Covered Business must supervise, and is responsible for, compliance by each of its officers, 
directors, employees, and agents with the terms of this Order.  The Covered Business must 
transmit this Order to each of its agents.  The Covered Business must also transmit this Order to 
its Chief Executive Officer or other similarly acting manager.

G. Penalties for Noncompliance

The Covered Business, and any of its officers, directors, employees, and agents, may be liable, 
without limitation, for civil or criminal penalties for violating any of the terms of this Order.  

H. Validity of Order

Any judicial determination that any provision of this Order is invalid shall not affect the validity 
of any other provision of this Order, and each other provision shall thereafter remain in full force 
and effect.  A copy of this Order carries the full force and effect of an original signed Order.   

I. Paperwork Reduction Act

The collection of information subject to the Paperwork Reduction Act contained in this Order has 
been approved by the Office of Management and Budget (“OMB”) and assigned OMB Control 
Number 1506-0056. An agency may not conduct or sponsor, and a person is not required to 
respond to, a collection of information unless it displays a valid OMB control number.

J. Questions

All questions about the Order should be directed to the FinCEN Resource Center at  
FRC@FinCEN.gov. 

Dated:  April 29, 2021   

 

_______________________________

Michael Mosier 
Acting Director 
Financial Crimes Enforcement Network
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 Financial Crimes Enforcement Network
 U.S. Department of the Treasury

 Washington, D.C. 20220

FREQUENTLY ASKED QUESTIONS

Issued:  April 29, 2021

Subject:  Geographic Targeting Orders Involving Certain Real Estate Transactions

On April 29, 2021 FinCEN issued Geographic Targeting Orders (GTOs) requiring 
Covered Businesses to collect and report information about certain residential real 
estate transactions in the following jurisdictions:  (1) the Texas counties of Bexar (San 
Antonio), Tarrant (Fort Worth), or Dallas; (2) the Florida counties of Miami-Dade, 
Broward, or Palm Beach; (3) the Boroughs of Brooklyn, Queens, Bronx, Staten Island, 
or Manhattan in New York City, New York; (4) the California counties of San Diego, 
Los Angeles, San Francisco, San Mateo, or Santa Clara; (5) the City and County of 
Honolulu in Hawaii; (6) the Nevada county of Clark (Las Vegas); (7) the Washington 
county of King (Seattle); (8) the Massachusetts counties of Suffolk, or Middlesex 
(Boston); or (9) the Illinois county of Cook (Chicago).

As a general matter, FinCEN expects a Covered Business to implement procedures 
reasonably designed to ensure compliance with the terms of the GTOs, including 
reasonable due diligence to determine whether it (or its subsidiaries or agents) is 
involved in a Covered Transaction and to collect and report the required information.  
In complying with the terms of the GTOs, a Covered Business may reasonably rely 
on information provided to it by third parties, including other parties involved in 
Covered Transactions.

To assist Covered Businesses in complying with the GTOs, FinCEN is publishing 
this list of frequently asked questions (FAQs) in response to inquiries FinCEN has 
received.  These FAQs are applicable only to the GTOs and should not be construed to 
apply to any other FinCEN regulation or order.  Terms used but not otherwise defined 
herein shall have the meaning set forth in the GTOs.  For additional questions, please 
contact the FinCEN Resource Center at FRC@FinCEN.gov.
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1) What does the term “residential real property” mean?   

For purposes of the GTOs, “residential real property” means real property (including 
individual units of condominiums and cooperatives) designed principally for the 
occupancy of from one to four families.   

2)	 To	what	extent	must	a	Covered	Business	verify	information	about	the	Beneficial	
Owner	of	a	Purchaser?	

The GTOs require a Covered Business to collect and report certain identifying 
information about the Beneficial Owner(s) of the Purchaser in a Covered Transaction.  
For purposes of the GTOs, a “Beneficial Owner” means each individual who, directly 
or indirectly, owns 25% or more of the equity interests of the Purchaser.  The GTOs 
provide that the Covered Business must obtain and record a copy of the Beneficial 
Owner’s driver’s license, passport, or other similar identifying documentation.  
The Covered Business may reasonably rely on the information provided to it by 
third parties involved in the Covered Transaction, including the Purchaser or its 
representatives, in determining whether the individual identified as a Beneficial 
Owner is in fact a Beneficial Owner.

3)	 Who	is	considered	a	Covered	Business’s	“agents”	for	purposes	of	the	GTOs?	

A Covered Business’s “agents” refers to people or entities that are authorized by the 
Covered Business, usually through a contractual relationship, to act on its behalf to 
provide title insurance underwritten by the Covered Business (or its subsidiaries).  
FinCEN notes that the recordkeeping and reporting requirements under the GTOs 
are triggered only when a Covered Business (or its subsidiaries or agents) is involved 
in a Covered Transaction by providing title insurance underwritten by that Covered 
Business (or its subsidiaries) in connection with the Covered Transaction.  

FinCEN also recognizes that a person or entity may be an independent agent of a 
Covered Business, and thus may act on behalf of multiple title insurance companies.  
A Covered Business is responsible for the recordkeeping and reporting requirements 
under the GTOs only when such agents are acting on its behalf in connection with a 
Covered Transaction. 
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4)	 What	methods	of	payment	are	covered	under	Section	II.A.2.iv	of	the	GTOs?	

Section II.A.2.iv of the GTOs, which lists one of the four criteria that triggers a Covered 
Transaction, provides:  “Such purchase is made, at least in part, using currency or a 
cashier’s check, a certified check, a traveler’s check, a personal check, a business check, 
or a money order in any form, a funds transfer, or virtual currency.”  Accordingly, 
payment of at least part of the purchase price using one of these methods, such as 
virtual currency, a wire transfer, a cashier’s check (sometimes referred to as a “bank 
check,” “official check,” or “treasurer’s check”), a personal check, a business check, or a 
certified check, triggers a Covered Transaction, assuming the other three criteria listed 
in Section II.A.2 are met.  With respect to information required to be reported in Field 
25.z of the FinCEN Currency Transaction Report, the Covered Business should include 
the total amount of the purchase price of the Covered Transaction.  When reporting a 
purchase of multiple properties in the same Covered Transaction, report total purchase 
price in Part II, Field 25.z, and price per property in Field 41 for each property.

5) Is there a de minimis	exception	regarding	the	methods	of	payment	covered	under	
Section	II.A.2.iv	of	the	GTOs?	

No.  If any part of the purchase price was made using a method of payment specified 
in Section II.A.2.iv of the GTOs, then the transaction is considered a Covered 
Transaction (assuming the other three criteria listed in Section II.A.2 are met).  
FinCEN expects a Covered Business to take reasonable steps to determine whether 
any part of the purchase price was made using a method of payment specified in 
Section II.A.2.iv of the GTOs.  FinCEN recognizes that in some instances a small 
percent of the purchase price of a residential real estate transaction may be held by a 
third party, such as a real estate agent holding an earnest money deposit.  A Covered 
Business may reasonably rely on information provided to it by such third parties.

6)	 Who	is	the	“individual	primarily	responsible	for	representing	the	Purchaser”?	

The “individual primarily responsible for representing the Purchaser” means the 
individual authorized by the entity to enter legally binding contracts on behalf of the 
entity.  

7)	 How	long	must	a	Covered	Business	retain	records	relating	to	compliance	with	
the	GTOs?	

Consistent with the general recordkeeping provisions of the regulations promulgated 
under the Bank Secrecy Act, a Covered Business must retain all records relating to 
compliance with the GTOs for at least five years from the last day that the GTOs are 
effective (including any renewals thereof).
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8)	 How	must	a	Covered	Business	file	a	FinCEN	Currency	Transaction	Report?

A sample Currency Transaction Report template is located at this link: https://
bsaefiling.fincen.treas.gov/docs/GTO/RealEstate_GTO Template.pdf.  (If opening 
this link in Chrome, please note that you must click the download icon in the top 
right; once downloaded, you may open the PDF using Adobe Reader.)  This Adobe 
PDF template can be saved and reused.  Once a Covered Business has filled out the 
template for a Covered Transaction, the Covered Business will need to log into the 
BSA E-Filing System, select Report 112–CTR under the “File FinCEN Reports” section, 
then choose the “Open Existing Report” option, browse to the saved template, and 
Sign, Save, and Submit the Currency Transaction Report.

Page 130


